RESOLUTION 2010-817

A RESOLUTION OF THE MAYOR AND COMMON COUNCIL
OF THE TOWN OF CAMP VERDE, YAVAPAI COUNTY, ARIZONA,
APPOVING A COMPROMISE AND SETTLEMENT AGREEMENT WITH CALIFORNIA
HOTWOOD, ZELLNER AND RELATED ENTITIES CONCERNING THE SETTLEMENT OF
THE DISPUTE REGARDING THE ZELLNER WOODLOT

Whereas, the Town of Camp Verde has been involved in a dispute regarding the
woodiot known as the “Zellner Woodlot;"” and

Whereas, in order to avoid litigation costs and allow this dispute to be resolved, the
Town of Camp Verde desires to approve the “Compromise and Settlement Agreement
and its exhibits.

"

NOW THEREFORE, the Mayor and Common Council of the Town of Camp Verde
resolve to approve The Compromise and Settlement Agreement attached hereto as
Exhibit A.

Passed and adopted by a majority vote of the Common Council at the Special Session
meeting of August 18, 2010.

I e

Bob Burnside, Mayor  §. /¢ 2 1))

Attest: Apprw form:
l'(z-c Lewdh (. A/M Iy x g C

Deborah Barber, Town Clerk Town Attorney /



TOWN OF GAMP VERDE

& 473 S. Main Street & Camp Verde, Arizona 86322 € (928) 567-6631 FAX 567-9061

www.cvaz.org towncouncitl@cvaz.org

[EXCHANGED PURSUANT TO SETTLEMENT DISCUSSIONS UNDER EVIDENTIARY RULE 408]
August 24, 2010
An Open Letter to Sophie Zeliner, her family, and the Citizens of Camp Verde:

| would like to extend an apology for the past and present events that led to the Zeliner
wood yard controversy to Mrs. Sophie Zeliner, her family and the citizens of Camp
Verde.

While | recognize that the settiement of this issue cannot erase the expense suffered by
all of us, the settlement does afford us the opportunity to move forward with a greater
understanding of our roles, rights, processes and responsibilities. To ensure that the
Town serves the needs of its citizens, our Council has set forth an aggressive schedule
to rewrite our zoning ordinances.

The Town required you to justify the use of your property and provide proof of the
grandfathered status of the property, even though Town officials and the Board of
Adjustment had previously found that one of the lots, Lot 69, was grandfathered in for
use as a wood yard.

The Town realizes that this process has caused emotional distress, anguish and grief
for all parties involved.

You and your husband and family have been long-time leading members and
supporters of our community.

In conclusion, 1 sincerely apologize for our actions and know that the payments the
Town makes pursuant to our settlement agreement do not even begin to make up for
the cost financially, emotionally and in terms of time.

Sincerely,
W— '
ob Burnside
Mayor

Handicap Reléy: Volce: 1-800-842-4681 # TDD: 1-800-367-8939
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COMPROMISE and SETTLEMENT
AGREEMENT

THIS COMPROMISE and SETTLEMENT AGREEMENT (“Agreement”) is made and
entered into by and among the Town of Camp Verde, a political subdivision of the State of
Arizona (“Town”), California Hotwood, Inc., a2 California corporation which does business as
Canyon Wood Supply (“Hotwood”), Sophronia Zellner, a single woman (“Zellner”), Dad’s
Wood Supply, LLC., an Arizona limited liability company formerly known as Canyon Wood
Supply, LLC (“Dad’s”), the Zellner Living Trust (“Trust”); and JerSo Investments, LL.P, an
Arizona limited liability partnership (“JerSo™), (all collectively the “Parties”), is made effective
as of the Effective Date set out below. Zellner, Dad’s, Trust and Jerso may be referred to
collectively herein as the “Zellner Entities.”

THE PARTIES RECITE, COVENANT, CONDITION AND AGREE AS FOLLOWS:
RECITALS

A For many years the Zeliner Entities or one or more of them and their predecessors
operated a commercial log, wood, and wood by-product storage, cutting, splitting, packaging,
chipping, shipping and sale (wholesale and retail) operation utilizing various methods,
equipment, and vehicles (all of which activities and uses are collectively hereinafter referred to
as a “Wood Yard”) on real property located at Murdock Road in Camp Verde, Arizona, Yavapai
County Assessor’s Parcel Numbers 404-02-062 (“Lot 627), 404-02-065 (“Lot 65”), 404-02-066
(“Lot 667), 404-02-067 (“Lot 677), 404-02-068B (“Lot 68B”) and 404-02-069 (“Lot 697), all
collectively referred to as the “Property” and more particularly and legally described in Exhibit
“A” attached hereto and made hereof. This commenced in approximately 1966 with such use of

Lots 62, 65, and 66.

B. The Yavapai County zoning code authorized the use of Lots 62, 65, and 66, and
was interpreted by Yavapai County to permit the expansion to Lots 67 and 68B for commercial
purposes for use as a Wood Yard by the Zellner Entities prior to the date of the Town’s
incorporation on December 8, 1986.

C. Upon approval of the Town’s Community Development Director (and who was
the Town’s “Zoning Administrator” as that title is defined in ARS §9-462), on or about 1998 and
in reliance upon such approval, the Zellner Entities purchased parcel (Lot “69”) and commenced
using it for the Zellner Entities’ Wood Yard business.

D. Hotwood, the Zellner Entities, and Jerry Zellner entered into a Purchase and Sale
Agreement (“PSA”) for the purchase of the Canyon Wood Supply business assets by Hotwood
and a Real Property Purchase Agreement (“RPPA”) for the purchase by Hotwood of the Property
from Jerry Zellner and the Zellner Entities on or about January 31, 2007.
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COMPROMISE and SETTLEMENT
AGREEMENT

THIS COMPROMISE and SETTLEMENT AGREEMENT (“Agreement”),.is made and
entered into by and among the Town of Camp Verde, a political subdivision State of

Arizona (“Town”), California Hotwood, Inc., a California corporation which ¢ siness as
Canyon Wood Supply (“Hotwood”), Sophronia Zellner, a single woman (“Zellfier”), Dad’s
Wood Supply, LLC., an Arizona limited liability company formerly known a§ Canyon Wood

Arizona limited ligbility partnership (“JerSo”), (all collectively the “Parties , 5 miade e:ﬁ'ecﬁve
as of the Effective Date set out below. Zellner, Dad’s, Trust and JerSo ina eferred to
collectively herein as the “Zellner Entities.”

THEPARTiESRECl'l‘E,COVENANT, CONDITION AND-AGREEAS FOLLOWS:
RECITALS

A For many years the Zellner Entities or ¢gneor more em and their predecessors
operated a commercial log, wood, and wood by- storage, | cutting, splitting, packaging,
chipping, shipping and sale (wholesale and retai peratiofl  utilizing various methods,
equipment, and vehicles (all of which activities and usesare collectively hereinafter referred to
as a “Wood Yard”) on real property located a ock Road in Camp Verde, Arizona, Yavapai
County Assessor’s Parcel Numbers 404-02-062 627), 404-02-065 (“Lot 65”), 404-02-066
(“Lot 667), 404-02-067 (“Lot 677), 404-02 68B”) and 404-02-069 (“Lot 69”), all
collectively referred to as the “Property” cularly and legally described in Exhibit
“A” attached hereto and made h i ed in approximately 1966 with such use of
Lots 62, 65, and 66.

B. The Yavapai Count ing e authorized the use of Lots 62, 65, and 66, and
was interpreted by Yavapa : it the expansion to Lots 67 and 68B for commercial
purposes for use as a W e Zellner Entities prior to the date of the Town’s

incorporation on R

the Town’s “Zoning Administraiof” as that title is defined in ARS §9-462), on or about 1998 and
in reliance upor such appn the Zellner Entities purchased parcel (Lot “69”) and commenced

or the purchase of the Canyon Wood Supply business assets by Hotwood
Purchase Agreement (“RPPA™) for the purchase by Hotwood of the Property
the Zellner Entities on or about January 31, 2007.
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E. Hotwood also agreed to purchase the property and business, at least in part, in
reliance upon the government allowed, long-term use of the Property as a Wood Yard and
representations made by Town Development Department staff to Hotwood’s appraiser that the
Property was subject to a legal non-conforming use as a Wood Yard and that such use would be
allowed to continue upon the sale or transfer of the Property. Q

F. Hotwood has already taken delivery and ownership of the businéss assets of
Dad’s, formerly Canyon Wood Supply, LLC, and Lots 62, 65, 66, and 68B, the Zellner
Entities and Jerry Zellner.

G. On or about June 27, 2007, Hotwood made its written
(“Note™), for and on account of a part of the purchase price set forth j
2009, a payment plus accrued interest was due on the Note. H
not paid due to the dispute with the Town concerning the Pr
of that claim.

L.Q er (“Lessors”) entered
") Aith ood whereby Lessors leased

H On or about June 27, 2007, Trust, JerSo
into that certain written Real Property Lease (“L
Lots 67 and 69 to Hotwood for a term of

L Pursuant to the RPPA, Hotwood as
escrow for Yavapai County parcel numbers 409-6

J. Previous to the sale
utilized all ofLots62 65, 66, 67 68 :

: ZOning Dnsput "), whether such use complies with the Town
2use of the Property by Hotwood for a Wood Yard is a legal non-

i through its zoning administrators has commenced administrative
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N. The Yavapai County Superior Court granted the Zellner Entities’ and Hotwood’s
motions for summary judgment for a permanent injunction and declaratory relief corcerning
Lot 69. As a result, the use of Lot 69 for past and fiture commercial purposes as 8 Wood Yard
has been confirmed as a legal non-conforming use, that runs with the land. Q

0. The Court in the Arizona Action additionally found as follows: Q

Yavapai County established zoning in 1968.
zoning for the Camp Verde area was established in Septem
1970. Thus, land uses established before September 19
considered legal non-conforming uses. Land uses establi
September 1970 had to meet the zoning regulations in

time.

It is undisputed that Zellners utilized all of Lots 62, 65 a‘Wouod Yard prior to
September 1970 and that use was, a legal non-conforming dft ) and the Court
found and ordered that a 2000 decision of the To oard of Adjustments
(“BOA”™) approving expansion of the Wood Yard uge dnto was legally subject to Res
Judicata effect and that such lot was, thus, subject legal non-conforming use as a Wood
Yard. A Partial Judgment consistent with the foregoing. i ed hereto as Exhibit “B”

(“Partial Judgment™) and it shall be submitted to the C

P. The Court clarified in a later ruling thereappearedtobeadlsputeastoLots
67 and 68B suchthatit could not then rende: :

time. O '

Q. The Town agrees that the
interpreted by Yavapai County allgwed
Lots 67 and 68B in the 19 :
action by Yavapai Count;
areaandwasuponcon DiXs Prope

ained g edures for or requirements to obtain approval of such expansion.

ey Hotwood has not completed the purchase under the RPPA of
es that Hotwood was entitled to withhold performance. Hotwood
ia to compel the Zellner Entities to arbitrate the entitiement of
nder the RPPA, PSA, and Note in the Superior Court of California
A and said action is now pending. Hotwood and the Zellner Entities
settletheir dispute by a separate Agreement for Close of Escrow and Note
s.subject to the express condition of this Agreement being made and effective,
2 final Judgment Pursuant To Stipulation as set forth in paragraph S below,

i County Zoning Code as then applicable and as
e ers’ expansion of the use as a Wood Yard onto
2 necessity for any formal or informal approval or
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S. The Parties agree that the use of the Property as a8 Wood Yard was and is a legal
non-conforming use that is appurtenant to and runs with the land, and that the parties disputes
should be compromised and settled on the terms set forth herein to avoid the expense of further
litigation, to implement the terms of a Judgment Pursuant To Stipulation the parties
(referred to hereafter as the “Judgment” and attached hereto as Exhibit ”C”), provide
greater certainty regarding the rights to use of the subject Property. The p@} specifically
intend that this Agreement and the Judgment shall be binding upon each party,’each party’s
privies, and all persons and entities represented by each party including the party’s respectlve
officers, directors, trustees, beneficiaries, trustees, members, shareholdess, fra

franchisors, attorneys, principals, successors, predecessors and, in particuls Town’s
citizens, residents and property owners to the extent permitted by law.
T. Jerry L. Zellner is now deceased, and Zellner is the the interests of

Jerry L. Zellner in the properties and agreements referred to herei

NOW THEREFORE, in consideration of the mutual ag expressed herein, it is

agreed as follows:
AGREEMENT C

1 Effective Date. This Agreement shall b inding and effective when signed
contemporaneously by all of the Parties and the dgment and the Partial Judgment have been

contemporaneous execution of the Agreem se of Escrow and Note Payment by the
Zellner Entities and Hotwood. Each party ent covenants and agrees not to appeal,

seek to vacate or set aside, or otherwq the Partial Judgment and the Judgment.
2. Incorporation. All of th set forth above are true, correct, and made a part
: Not 3 Use. The Parties agree that the weight of the
evidence demonstrat&s that the u 62, 65 and 66 for Wood Yard purposes commenced in

1966 and has continue; nterruption. The expansion onto Lots 67, and 68B for Wood
Yard purposes by the Zellpér Entities occurred in the early 1970’s, well prior to the date of the
Town’s incorporation on December 8, 1986, and such use has continued to date without interruption.
The Yavapai Cou ofing Code as then applicable and as interpreted by Yavapai County allowed
such use and gxpansion without' any formal or informal application to Yavapai County and without
any formal ¢ al approval by Yavapai County. Zoning Administrator Lau testified he
investigated the p ety of the use of the property then owned by Zellners in 1998, Lots 62, 65, 66,
67 and 68B, before he & ed expansion of said use to Lot 69. Such lots were all being used for a
Wood Yard whe: ea:panslonwaspresentedtomdupheldbyAdmmlstratorRoberls and, later, the

apai,Superior Court has determined that the expansion by one or more of the Zellner
; Yard use to Lot 69 was a lawful expansion. Pursuant to this Agreement, the
the useofﬂxePropertyforWoodYardputpos&us a lawful non-conforming use that
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4, Releases.

A The Zellner Entities for themselves, jointly and separately, and on behalf of their
respective trustees, agents, assigns, employees, officers, principals, members, eneﬁciaries,

successors, predecessors, nominees, licensors and licensees, franchisors and franchisees, and all
others related in any way to any of them, do hereby release, acquit and fo Q ‘charge the
Town, and each of its agents, attorneys, assigns, employees, departments, officers, dlrectors,

shareholders, principals, successors, and nominees of, for, from and against an
actions, causes of action, demands, damages, costs, loss of profits or service,
expenses and compensation of any kind and nature, known or unknown, :
jointly or severally, now have or may hereinafter accrue which arise £ id\ Arizona
Action and the facts that formed the basis of the claims of the Zellner Egtifies therein.

B.  The Zellner Entities for themselves, jointly and separate d6n behalf of their
respective agents, trustees, assigns, employees, officers, prin€i e
successors, predecessors, nominees, licensors and licensee : G
others related in any way to any of them, do hereb ease)acquit and forever discharge

claims, actions, causes of action, demands, damages,
fees, expenses and compensation of any kind ang or unknown, which any of them,
joi inafter accrue which arise from the Arizona Action or
are in any way related to the facts that formed the basis of the claims of the Zellner Entities

therein.

i Hotwood for themsel i
agents, trustees, assigns, employees, o
predecessors, nominees, licensors
related in any way to any of the:
each of its attorneys,
principals, successors
demands, damages,
ofa.ny kind and naty
may hereinafter accrue wi
the claims of Hotwood theren

od for themselves, jointly and separately, and on behalf of their respective
stees 'employees, officers, principals, members, beneficiaries, successors,
predecessors, \nomineés,” licensors and licensees, franchisors and franchisees, and all others
any~way-to any of them, do hereby release, acquit and forever discharge the Zellner

each. of their respective agents, trustees, attorneys, assigns, employees, officers,
archolders, principals, successors and nominees of, for, from and against any and all
ons) causes of action, demands, damages, costs, loss of profits or service, attorneys’
nses and compensation of any kind and nature, known or unknown, which any of them,
r severally now have related to claims for breach or default under the PSA and RPPA as
the zoning of the Wood Yard or arise from the claims or defenses asserted in the

ly, and on behalf of their respective
ipals, members, beneficiaries, successors,
s, franchisors and franchisees, and all others
lease, acquit and forever discharge the Town, and
)| s, departments, officers, directors, shareholders,
d from any and all claims, actions, causes of action,
ts or service, attorneys’ fees, expenses and compensation
8 wn, which any of them, jointly or severally, now have or
ise from the Arizona Action and facts that formed the basis of
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E. To the extent permitted by law, the Town on behalf of its respective council,
agents, trustees, assigns, employees, officers, departments, citizens, residents, property owners,
principals, successors, predecessors, nominees, licensors and licensees, franchisors and
franchisees, and all  others related in any way to any of them, do hereby release, acquit and
forever discharge the Zellner Entities and Hotwood, and each of them, of their
respective agents, attorneys, assigns, employees, officers, directors, shareh e1}, principals,
successors and nominees of, for, from and agamst any and all claims, actions, causes of action,
demands, damages, costs, loss of profits or service, attorneys’ fees, expenses and
of any kind and nature, known or unknown, which any of them, jointly or severa

may hereinafter accrue which arise from or are in any way related to the said-A ion or
the facts that formed the basis of the Town’s assertions or defenses to aims of'the Zellner
Entities and Hotwood therein.

F. Each Party recognizes that it may not now fully knowthe niimber, nature, and
magnitude of all claims it now has or in the future may have against-the parties released as set
forth above but nevertheless, except as otherwise provided herein, intends/'to assume the risk that
it is releasing such unknown claims. Each Party agre: : sAgreément is a full and final

release of such claims and is a further consideration &

G.  Each Party acknowledges that a material

extinguishing of any of its claims which c are unkfiown, so that there is no possibility of
future claims by the Parties of the type described and released above except as provided in
Section 4.H and Section 4.1. Each Party assumes the Tisk that it has sustained damages that may

ently dnknown. Each Pa.l'ty also understands

js Agreement is executed and the releases
e other than or different from the facts now
d-assumes the risk of such possible differences in
e and remain effective notwithstanding such

not have 'manifested themselves and that apé
and agrees that if the facts with respect t¢ Wwhi
hereinprovidedforaremade,arefo :

pro i 1 be construed as waiving or releasing claims by
Hotwood or the Zellner Entt against each other, for performance of the PSA, the
Promissory Note, thé Eedse and PA, as modified in the Agreement for Close of Escrow
and Note Payment (“4 scept claims relating to or arising from the zoning dispute.

wo-Approval. This Agreement is subject to review and approval by the Town
greement is not so approved on or before August 18, 2010, it shall be nuil and
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6. Judgment. Upon the approval of this Agreement by the Town Council,
the Parties shall contemporaneously execute the Stipulation to the Entry of the Judgment
Pursuant To Stipulation in the form attached hereto as Exhibit “D,” and approve the
Judgment and the Partial Judgment as to form and content by affixing their si thereto.
If this Agreement is and remains operative and effective 45 days after the
Council approves of this Agreement by a formal executed Resolution, then thé
the Partial Judgment and the Judgment shall immediately be filed with the Cou
Action and, if this Agreement does not remain operative and effective, then
Partial Judgment and Judgment shall not be filed with the Court and this Ag

1 the Arizona
e Stlpulattom

Agreement for Close of Escrow and Note Payment shall be null and void. arties intend and
agree that, to the fullest extent permitted by law, the Judgment Pursuary tpulafion \shall be
binding upon and have preclusive effect (collateral estoppel effect~and res judicgia effect)
regarding the lawfully conforming use of the Property, and shall be birding-upor andapphcable

to the Parties and the Parties’ successors, heirs, asslgns,
shareholders, members, beneficiaries, trustees, the town’s
owners of property in the Town whether or not such pers

itted the Rartial Judgment based upon
e Parties agree that the Partial
will file no objections to the
execute the Partial Judgment as

Hotwood and the Zeliner Entities have su
various rulings made by the Court in the Arizona
Judgment fairly reflects the rulings of the Court, that
same and that if they have not already dope.so they

approved as to form and content. That Parti ent is not superseded by nor is it merged
into this Agreement or the Judgment Pursuant To ion. The Partial Judgment shall remain
effective and enforceable both independent i unction with the Judgment Pursuant to
Stipulation. <> O

7. Business License. Wi ((-1-9 days following the Effective Date of this
Agreement, the Town shall issue 3 busin se to Hotwood pursuant to Article 9-3 of the
Town Code for use of the propm{, and of the Lots 62, 65, 66, 67, 68B, and 69 as a Wood
Yard.

N

) 7 ges. Use of the Property as a Wood Yard by
Hotwoodaﬁercloseo Qv 67and69pursuammtheACEshallbembjecttothe

such as retail sales of wood and wood products may occur on Sundays.

imitations set forth in A and B above shall not apply to work that does not
or excessive traffic, in-office work, the inventory of logs and wood products,
a building,
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The sole and only remedy for any alleged violation of this paragraph 8 by the owner or
possessor of the Property shall be the right of the Town to enforce compliance by injunction. No
violation or violations of this paragraph 8 shall result in a termination of the legal non-
conforming use of the Property as a Wood Yard, nor shall any violations or number of violations
result in the limitation of the furture use of the Property as a Wood Yard. Q

9. Waterline: The Town shall cause to be constructed and installwﬁ the Town’s
expense a water line extending to the north property line of Lot 69 and a fire hydrfant, as follows:

A The Town shall install the water line to provide water sefvice~td the subject
Property, and install the fire hydrant at or about the intersection of the north-propert:
69 and Murdock Road, for benefit of the Property, and to promote the health;<welfare, /2
of adjacent and nearby property owners. The water line shall be not léss @ i

in the area of the Property that may be reasonably anticipated 16 eonned| » line, and there

shall be reserved for the Property sufficient capacity and no less than 14
residences on the Property.

B. The water line and hydrant shall be leted, ed, and ready for use not
later than April 1, 2013. The Town shall be responsible ing construction of the water

line and hydrant and shall deposit a total of $ 0,000 A e at the rate of $43,333.00 per
year, commencing with the first quarter of th ’s 2010-2011 fiscal year and payable in the
same quarter of the Town’s 2011-2012 and the 13 fiscal years intoin a separate account
with such funds dedicated and restricted to usé

is effectively funding that amount b "‘: aling $75,000.00 by joint check to the Town
and Sophronia Zellner as set forth in paragre , and by relinquishing its claims against the
Town for attorney’s fees and costs exceeding $330,000.00. The additional $55,000.00 allocated
to the cost of the improveme §75,000.00 plus $55,000.00 equals $130,000.00) is thus
contributed by Hotwood of\releasing its attorney fee claim, and without any further
payment by Hotwood ' : e Town fail to install the water line then Hotwood shall

egal rate on the $75,000.00 paid by Hotwood to the Town and
otwood or (ii) the right to elect to install the water line and
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10.  Payments to Zellners. Hotwood shall pay the total sum of $75,000.00, by three
(3) installments of $25,000.00 each paid annually by joint checks, payable to both the Town and
Sophronia Zellner. The first installment shall be paid on or before 31 days after the Effective
Date of this Agreement, and the successive payments shall be paid on or before the ﬁrst and
second anniversary of such date, provided however, the only conditions precede ood’s
paying such sums shall be entry of the Judgment and the Partial Judgment and .@- Aing ofany
and all applicable appeal time periods, without appeal, and the execution and performa
Agreement for Close of Escrow and Note Payment and the RPPA, to the exter
thereunder have then accrued and that the Agreement is and remains legall
operative. The Town shall endorse and forward each such check upon receip! twood to
Zellner by first class mail, postage pre-paid, within five (5) days of n's receipt of such
checks. The Town shall further pay Sophronia Zellner an additional §; % in thrg
payments of $25,000.00 each. The first installment shall be due thirty-one days after the
Effective Date of this Agreement, and subsequent installments shatl-be e.on or before the
first and second anniversaries of such date, provided however, s precedent to
the Town’s paying such sums shall be entry of the Judg g of any and all

11.  Remedies, Non-Ex of Obli ! § Agre
including the final Judgment and Partial Judgment being eateréd in the Anzona Action and
becoming final, a default in performance due H
excuse or release performance by the Town &
way of example, while the Town’s failure to make

ood pursuant to paragraph 10 above. By
e or more of the $43,333.00 deposits set

forth in paragraph 9.B. shallbeadefault d’a breach-of this Agreement between the Town and
Hotwood, it will not excuse Hotw: e e Town’s payments pursuant to paragraph
10 and while Hotwood's failure to : eration limitations may be a default or breach
between Hotwood and the Town, it willnot excuse'the Town’s payments to Zellner. Likewise, a
breach or default of the obligations By Zellpers to the Town shall not excuse the Town’s
obligations to Hotwood and a brez .

Hotwood’s obligations to t@ v

the remedy for the bres
remedy(s) shall be the ok
party shall MPair 73t
Arizona Action. Notwi
ofthepartxesu getion 2

Zellners are [ )

cause of action agai ¢ Zellners is created thereby. The Town and Hotwood covenant not to
sue the Zellne: s 0n account of the breach of paragraphs 7, 8, and 9. Upon the close of
escTow to the ACE, the property shall be burdened by the provisions of paragraph 8 of

. on-Admission. Nothing provided herein shall constitute an admission by any
arty , or a release or modification of any rights and remedies of the parties, except as may
i with the terms hereof. The primary purpose of this Agreement is to settle the
to the lawful use of the Property and each lot thereof, which will also allow Hotwood
and the Zellner Entities to conclude their agreement.
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13.  Counterparts and Copies. This Agreement may be executed in two or more
counterparts and each counterpart, when executed, shall be deemed an original, and all such
counterparts taken together shall constitute one agreement binding on all of the parties. For all
purposes, extra duplicate and unexecuted pages of the counterparts may be discarded and the
remaining pages assembled as one document. It is not necessary that each
same counterpart so long as identical counterparts (except as to pagination)
parties. The submission of a signature page transmitted by facsimile (or similar electronic
transmission facility) shall be considered an “original” signature page for purposes of this
Agreement. Facsimile slgnatures of this Agreement shall be as fully effe
signatures. Each party signing this Agreement by facsimile signature agrées S
bearing an original signature of the party to the other signatories, but the fail to do 3o shall not
affect the binding force and validity of any facsimile signature.

14.  Advice of Counsel. Each of the Parties hereto war: have consulted
with their attorneys concerning this Agreement and all matter c¢ it, they have been
fully advised by their attorneys with respect to their ng :, 3 pespect to the execution

of this Agreement, that they have executed this Ag g the advice of their

attorneys. The Parties have cooperated in the drafting and preparation of this Agreement.
Hence, no presumption in favor of or against any party apply to the construction of this
Agreement.

15. Non-Modification. Itis expres erstood and agreed that this Agreement may
not be altered, amended or modified except by a executed by all Parties.

16. Knowing equt 'u he Parties hereto acknowledge that they

kiiow and understand all of its terms, and
edge of the consequences thereof. The

have carefully read the foregoing <A l‘;
: %. Agreement on behalf of any entity on behalf

voluntarily execute the same with
undersigned warrant their authorit,
of which they are executing.

17. perafion. Each party hereto agrees to promptly and as
expeditiously as possible ca and execute their respective responsibilities under the terms
of this Agreement an execute any and all documents which may be necessary form time to
time in the future to\implément the terms of this Agreement. The Parties hereby acknowledge

and agree that they Sha efate in good faith with each other as contemplated by this
in/Order that.each Party may obtain the full benefit of this Agreement.

e fiillest extent permitted by law, and upon execution hereof by the parties
shall be binding upon and inure to the benefit of the parties and their successors,
5, representatives, assigns, trustees and heirs and shall be binding upon ail third

2y, represent or who are in privity with them, and including their members, officers,
agénts and, as regards the town, its citizens and present and future owners of real
in the Town.

10
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B. Notwithstanding anything to the contrary, this Agreement and the requirement for
compliance with it shall be binding upon and shall inure to the benefit of the parties and their
Successors, assigns, representatives, heirs, beneficiaries and trustees upon the full execution of

this Agreement by the parties. The binding effect, and the right to enforce this ent and
the right to obtain the benefits of this Agreement are subject to the provisions ion 18.C.
below.

C. The binding effect of this Agreement shall terminate and it shall‘be.of 1o ﬁn'ther
force and effect if and when, through no voluntary action or any inaction
would be in conflict with the terms hereof: The Court should fail or ecute the
Judgment or Partial Judgment, with or without non-substantive changes by the §
be subject to approval by the parties and which approval shall not be uptes
this Agreement or the Judgment or the Partial Judgment are rend

operative or set aside by appeal or otherwise. Should the bindingeffect © ihis Agreement
terminate consistent with the foregoing then: no party shall be he factual or legal
statements in this Agréement, the Judgment, the Partial : ipulation for Entry of

erthe Arizona Action or the
this Agreement.

ent among the Parties who
their prior agreements, negotiations or

admissible regarding the merits of the claims and d
California Action pursuant to Rule 408 Arizona Rules

19.  Integration. This Agreement
have executed this Agreement and sup

understandings, except that the PSA and oth ments and documents related thereto
including but not limited to the Seller’s Représentati PA, Lease, and the Promissory Note
payable by Hotwood shall remain i erand effect except as modified in the separate
Agreement for the Close of Escrow ‘ang e(Phyment between Hotwood and Zellners. Each of
the Parties acknowledges and agrew hat o othef party, nor agent, nor attorney of any of the
parties have made any promise, représéntation >or warranty, express or implied, not set forth in
this Agreement and the documents referred to herein. Each party signing this Agreement
acknowledges that such pdrly has net_exg¢cuted this Agreement in reliance on any promise,

representation, conduct, 61/ A ; any other Party or their attorneys or agents which are not

The terms of this Agreement are contractual and not a

e or unreasonable delay by any party in the performance of any
gement for a period of ten (10) days after written notice thereof

- entitled to all remedies at both law and in equity, including, without limitation,
ance a.nd the right to perform the obligation(s) of which the defaulting party is in

11
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21. Attorneys’ Fees and Costs.

A Except as otherwise provided herein, each Party to this Agreement shall bear its
own costs, expenses, and attorneys’ fees, whether taxable or otherwise, incurred in, arising out
of, or in any way related to the matters released herein. 5}

B. The prevailing Party or Parties (as determined by the Court o%her relevant
authority) in any action to enforce, this Agreement shall be entitled to recovér\its reasonable
attorney’s fees, experts’ fees, costs and other disbursements of counsel.

2. 7 . . '
Negotiation Process. The Partaes make the followmg repr&sentah 3{ &
understanding that each other Party hereto enters into this Agreemef

these representatiqns and warranties, a}nd that without these representat and warranties, no

released in this Agreement, and hereby expressly v
except as expressly provided herein.

B. Each party represents and wa
concemning the effect and finality of this Ag
understands, without reservation or doubt,

contained herein, and that the Party
finality of this Agreement.

C. Each of the signatori and represents that he or she is competent
and authorized to enter this Agreement on.b f the Party for whom he or she purports to
sign.

23. i te to Arizona law, rules and regulations, no member,
official or employee of the. Tow ve any personal interest, direct or indirect, in this
Agreement, nor shall any sych me , official or employee participate in any decision relating
to this Agreement whith affécts his or her personal interest or the imterest of any corporation,
partnership or associati n which he or she is, directly or indirectly, interested. This
Agreement is subject to tion pursuant to AR S. § 38-511

24 gs, 2 ices, approvals, and other communications provided for herein or
given in connecti erewith shall be validly given, made, delivered or served, and delivered
personally or'se: ationally recognized courier (e.g., Federal Express, Airborne, UPS), or by
United State ertified with return receipt requested, to:

Town of Camp Verde
473 S Main St
Camp Verde AZ 86322

Telephone: 928 567-6631
Fax: 928 567-9061

12
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With a copy to: William J. Sims, ITI
Moyes Sellers & Sims
1850 N. Central Ave., #1100
Phoenix, AZ 85004
Telephone: (602) 604-2141
Fax: (602) 274-9134

If to the Zeller Entities: Sophronia Zellner
216 Nesting Glade
Depoe Bay, Oregon 97341

=
With a copy to: Robert L. Earle %
Earle & Associates Q
P.O. Box 3870
Sedona, AZ 86340
Telephone: (928) 282-5519 @

Fax: (928) 282-59

If to Hotwood: California H,
5920 E. Live Oak
Lodi, CA 95240

With a copy to:

A 95201-1461
elephons: (209) 465-5883
O ) 465-3956

omas P. Kack
28 usgrove, Drutz & Kack, P.C.
1135 Iron Springs Road
Post Office Box 2720
Prescott, AZ 86302-2720
Telephone: (928) 445-5935
Fax: (928) 445-5980

y-may change the address at which the Party is to receive notice by providing notice
hange to the other Parties pursuant to this section. Notices, approvals and other
ided for herein shall be deemed delivered upon personal delivery, within
4) hours following deposit with a nationally recognized ovemight courier, or within
ess days following deposit with the United States mail, certified with return receipt
hereinabove provided, prepaid and addressed as set forth above.

13
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25. Govemning Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Arizona. Any action filed regarding this Agreement or
damages for breach of the same shall be filed in the Superior Court of Yavapai County, Arizona.
The Town enters this Agreement as an administrative action and it does so pursuant to its general

including 9-462.02 and §9-500.05 as to development regarding Hotwood’ Q Stitutionally
protected right to continue a non-conforming use. This Agreement does not abrogaté
right to abandon a non-conforming use of the property as a Wood Yard.

26. Waiver. No waiver by any Party of any breach of any of the'ternis
conditions of this Agreement shall be construed or held to be a waiverof any succeeding or
preceding breach of the same for any other term, covenant or condition Her€inrcontaing

27. Limited Severability. The terms of this Agreemer all b€ construed and
interpreted in a fashion that allows all terms hereof to be effectivé. ~The Rarties each believe that

or, i construed as requiring the
itutional provision, law, regulation,
aterially affect the use of the
beriefits to any party accruing from

effective as of the same date) provides
tomj¢ or otherwise) to the Parties as if such
d efe shall be no reformation in the event of the
greement, to utilize all the Property as a Wood Yard.
es, to do all acts and to execute all amendments,

greemient. This Agreement is entered into in settlement of a

y w this Agreement shall be recorded in the Official Records of
Yavapai County Arizona, after it approval and execution by the Town.

There are no third party beneﬁcxanes to the

£ Zellner family, the neighbors surrounding the Property and the citizens of Camp
na. The Town shall provide a letter of apology to Hotwood in the form attached as

14
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32. Titles. The titles and headings provided for in the numbered sections of this
Agreement are provided for convenience and shall not effect or alter the interpretation or
enforcement of this Agreement.

33.  Strict Performance and Time of the Essence. Strict performance i ired as to
each and every term of this Agreement and time is and shall remain of the

TOWN OF CAMP VERDE
By: @W
Bob Burnside, Mayor Q
STATE OF ARIZONA )
) ss.
County of Yavapai )

a notary public, Bob Burnside, the
proven to be the person whose name is
dped that he executed the same, as Mayor of
8 therein contained.

On this, the /4 day of
undersigned officer, personally appeared, s
the Town of Camp Verde, Arizona, for th '

In witness hereof, I hereunto set pificial seal.
My Commission %) ﬁ_dgwﬁ Lo
Notary Public
ATTEST: —
() S
Town Clerk
Appro

Wil ymAmey

15
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HOTWOOD

By:

Kurt Kautz, President

STATE OF CALIFORNIA )
) ss.

County of )

On this, the ___ day of » 2010, beforemenmuypnbhc, K
{!Ppmd,satusﬁnmrilypmmmbedupuwnwhosem bhectit

My Coumission Expires:

SOPHRONIA ZELLNER

STATE OF {_ )
County of L\,l N

2 | ,>2010, before me a notiry public, Sophronia Zellner,
jven to be the person whose name is subscribed to the
Msltexmmmemefort!wpmposesthﬂmn

3 SEAL

88 VALORIE M WALLACE (§
k% NOTARY PUBLIC-OREGON

= COMMISSION NO. A416047 (8

) wcoumsuonmnssmua 2011 § f

Q 16
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DADS WOOD, LLC fk/a
CANYON WOOD SUPPLY, LLC Q

County of Lm C!DLVI

On this, the m&%&ﬁmw before me a notary
personally appeared, proven % be the person

within instrument, and acknowledged that she executed the same,
Wacamnwwsmly m&rmmm OTIRYY

tnbcdnpenmwhoscmmbzssubmibedmthc
Mﬂ:mnedﬂwmasTmofﬂereuner

VALORIE M WALLACE

) ¥4 NOTARY PUBLIC-OREGON
Q ; ,/ commssnouuo.mwr
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JERSQO INVESTMENTS, LLP

On this, the lﬁ'day‘i%,gﬂ;zmo,munm |
personally appeared, sati proven (o be the person whose name i
within instrument. and acknowledged thet she executed the same,
LLP, for the purposes therein oontained

In witness hereof, I hereunto set my hand and o

VALORIE M WALLACE
NOTARY PUBLIC-OREGON
COMMISSION NO. Mlmzo "
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HOTWOOD

Kurt Kautz, PresidW

STATE OF CALIFORNIA

By:

)
) ss.
County of )

On this, the ___ day of 2010, before me a notary publi
appeared, satisfactorily proven to be the person whose name is
instrument, and acknowledged that he executed the same, on behalf of Cs

for the purposes therein contained.
In witness hereof, I hereunto set my hand and official se £ \_/:
My Commission Expires: K j)
Notary Public—__~
SOPHRONIA ZELLNER x
By: <>(\
Sophronia Zellner w
STATE OF
County of (
/> D
On this, the of 2010, before me a notary public, Sophronia Zellner,
personally app isfactorily proven to be the person whose name is subscribed to the
within i acknowledged that she executed the same for the purposes therein
contained.
In witness h to set my hand and official seal.

My Comnjss ires:
@ Notary Public
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State of California

County of San Joaquin

}

N

On _August 13, 2010 before me,
Date

Relly Kirilov, Notary Public

S
i NN

personally appeared _Kurt Kautz

Place Notary Seal Above

&

Description of Attached Docume

Name(s) of Signar(s) Q\\
who proved to me on the s@: ry evidence to
be the person(s) whose name(s) isfare Subscribed to the

he/she/they executed f

@n;ur N 1Y o
i ve valuable to persons relying on the document

Though the information below s not required by i
and could prevent ﬂaudulan@ iment of this form to another document.

Title or Type of Document:

ettlement Agreement

Congron
(%

Document Date:

Number of Pages: _18

NN
~

Signer(s) Other Than Nam

Capacity(ies) C
Signer'’s Name Signer's Name:
O Individual [ Individual
O Corporate [J Corporate Officer — Title(s):
| porerermre ] Partner — {1 Limited [ General =
L OF SIGNER ] Attorney in Fact 3
Top of thumb here O Trustee Top of thumb here
tor [ Guardian or Conservator
O Other:

s
igner Is Representing: ___
_\/}m

Signer Is Representing:

S

©2007 Naional Notary Association s 8350 De Soto Ave., PO, Bax 2402 « Chatsworth, CA 01313-2402

=www.NationalNctary.org  em
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EXHIBIT "A"
PARCEL | (APN 404-02-066 5)
A parcel of land situsted in a postion of ths Southesst Cuaster (SE1/4) of Sof
Section S, Tovmship 13 North, Range § East of ths Gila s:»§ Sait River Base and Town

of Camp Verde, Yavapai County, Arizona, being moze particularly described as follows:

COMMENCING st an aluminum capped iron bar stemped “JDS ASSOCIATES RLS
(w)wmmmofmwsummsm rich ar
cepped iron bar stzmped “JDS ASSOCIATES RLS 37401™ (set) mooumenting the
corner of said Lot S beers North 00°16°08™ West (2 measured geodetic bearing and
Beuring for this description), a distence of 1,324.26 feet;

THENCE South 89°55°46™ West (of record South 89°56° West anc
of said Lot 5, a distance of 15.00 feet (of record 15 feet) to a plasti
“JDS ASSOC RLS 37401" (set);

THENCE North 00°16°06" West, parallel with and 15.00 feat West of the East line of s1id Lot 5,
amoﬂz?”futblplgsﬂcqulmhu.‘ DS ASS .

5° West), 1 distance of 336.50 feet (of

record336.5feet)toﬁplutieupped r dtampex JDS ASSOC RLS 37401 (set);
THENCE Noxth 00°16°07" West (of 5'00°11° West), i distance of 143.01 feet (of
record 142.99 feet) to a pl tamped “JDS ASSOC RLS 37401” (2et);
THENCE North 89°55'34™ East fof'record North 89°56" East), a diztance of 336.50 feet (of
record 336.5 feet) to a plastic capped iron ber stamped “JDS ASSOC RLS 37401” (set)
monumenting a point lying 15. fect V est of said East line of said Lot §;

THENCE South 00 t (of record South 00°13° East), parallel with and 15.00 feet West
of said East li distance of 143.0] feet (of record 142.99 feet) to the POINT OF

EXHIBIT*_AZ_"
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PARCEL 2 (APN 404-02-065 2)

A parcel of land situsted in a postion of the Southeast Quaster (SE1/4) of Lot S of
Section §, Township 13 North, Range 5 East of the Gila and Salt River Ease and Town
of Camp Verde, Yavapei County, Arizona, being more particularly described as

COMMENCING at an aluminum cagped iron bar stamped “JDS ASSOCIATES 37401”
(set) monumenting the Scutk:zast corner of said Lot S of said Section S, ﬁm gluminum
capped iron bar stamped “JDS ASSOCIATES RLS 37401 (set) monumenting the

corner of said Lot § bears North 00°16°C6™ West (s msesured 2eodetic bearing and
Bearing for this description), a distance of 1,324.26 feat;

of said Lot 5, a distance of 351.50 feet to & plastic capped iron ber stampet
37401 (set) monumenting the POINT OF BEGINNING.

THENCE South 89°55°46™ West (of record South 89° West), along s2id Scuth line
of said Lot S, a distance of 307.73 feet to a found 1" sttached plastic cap

“FOUND PT RLS 37401™) monumenting the of the Southesst Quarter
(SE1/4) of said Lot §;

THENCE North 00°03°26” West (of record N * West), along the West line of said
Southeast Quarter (SE1/4) of said Lot 5, a distance feet (of record 270.98 feet) to a
found 1" galvanized pipe (attached plastic cap stemp PT RLS 37401");

THENCE North 89°55'34" East (of record 41'{
pluﬁcappedhonbnnh:npd"JDSAs

THENCE South 00°16°07™ East (of 00°13° Ezst), a distance of 270.95 feet (of
record 270.98 feet) to the POINT
Containing 1.91 acres,
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PARCEL 3 (APN 404-02-062 3)

A parcel of Iand situated in & postion of the Nostheast Quarter of the Southwest Quaster of the
Southwrest Quarter (NE1/4, SW1/4, SW1/4) of Section 5, Township 13 North, Range

the Gila and Salt River Base snd Meridian, Town of Camp Verde, Yavepai Coundy,

being more pasticularly described as follows:

Southwest Quuster (NEV/4, SW1/4, SW1/4) of said Section 3, being al=o the Southcest e
mmsawms,ﬁmwﬁéndmmdm
ASSOCIATES RLS 37401” (set) monumeirting ths Northeast comer of s1id Lot 3 bz
C0°16°06" West (s measured geodetic bearing and Basis of Besring for this¢
distance of 1,324.26 feat;

2y a , 4, SW1/4, SW1/4), a

Northeast Quaster of the Southwest Quarter of ths Southwest G
distzrice of 164.56 feet (of record 165.24 feet) to a plastié¢ capped nf.\rnmumassoc
RLS 37401" (set);

THENCE South 89°53°'51™ West (of record SO* West and West), a distence of 329.87
feet (of record 329.18 feet) to & fornd 1/2" iroa plastic cap stamped “FOUND PT
RLS 37401™);

THENCE South §9°53°51" West (of est and West), a distance of 329.22
feet (of record 329.17 feet) to & found 1 plastic cap stamped “FOUND PT
RLS 37401™) monumenting a point on the i said Northeast Quarter of the Southwest

Quarter of the Southwest Quarter (NE W4 SW1/4);

THENCE North 00°15°S7" Wesh (c ), along the West line of said Northeast

Querter of the Southwest Quacter'a Quarter (NE1/4, SW1/4,SW1/4), a distance of

mqsrwum:" salvanized pipa (attached plastic cap stamped “FOUND PT RLS 37401")
i ‘ ; Nomqmofdles«uhwen()maﬂba
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PARCEL 4 (APN 404-02-068B 9)

A parcel of land situated in a portion of the Southesst Quarter (SE1/4) of Lot5of
Section 3, Township 13 North, Range S East of the Gila and Salt River Base and Town
of Camp Verde, Yavapai County, Arizons, being more particularly described as follows:

COMMENCING at an aluminum cspped iron bar stamped “/DS ASSOCIATES RLS mol"
(set) monumenting the Southeast comner of zaid Lot § of said Section $, from whi h\an
capped iron bar stamped “JDS ASSOCIATES RLS 37401 (set) monumenting th

comer of said Lot S bears North 00°16°06™ West (2 meznsured geodetic b
Bearing for this description), s distancs of 1,324.26 feet;

THENCBMWIG'OG”W&.M;&MKM&MMS s §68.98 feet (of
record 468.95 feet) to & plastic capped iroa ber stamped “JDS AS (set);
THENCE South 89°55'47" West, a distance of 227.09 feet ta iron bar stamped
“JDS ASSOC RLS 37401" (set) monumenting the POIN

THENCE South 89°55°47" West, a distance of 431.43 feet tc capped iron ber stamped
“JDS ASSOC RLS 37401 (set) monumenting a th of said Southeast Quarter
(SE1/4) of said Lot §;

THENCE North 00°10°54™ West, along said W of 191.45 feet to a found 1”
galvanized pipe (atteched plastic cap stamped RLS 37401”) monumenting the
Northwest comerofuidSomheestQm@'(s /, Lots;

THENCE North 89°53'29” East (of recort 56'15™ East), a distance of 431.13 feet (of
record 437.05 feet) to a plastic czpped iror “JDS ASSOC RLS 37401 (set);
THENCE South 00°16°18” 00°04°34™ East), a distance of 191.74 feet (of
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PARCEL 5 (APN 404~02-067 8)

A parcel of land situated fn & portion of the Southeast Quar ssuu of
Government Lot 5 of Section 5, Township 13 lorth, Range 5 Eact of a and Salt
River Bass and Meridian, Town of Camp Verde, Yavapai County, Ariz boinq moroe

perticularly described as follows:

COMX™NCIIG at an aluminum capped iron bar stamped “JDS ASSOCIA
monumenting the Southcast corner of said Lot 5 of said Secti

aluminus capped iron bar staaped “JDS ASSOCIATES 2LS 37401" :
Northeast cornar of said Lot 5 bears North 00°16°06~ West
bearing and Basis of Bearing for this description), a distancs

& distance of

THENCE North 00°16706” West, along ths East linoc of s
d “JD3 ASSOC

270.98 foet (of record 270.98 feet) to a plastic capped
RLS 37401” (set) monumenting the FOINT OF EBGINNIG

THENCE South 89°55’34” West (of record South
feet to & found 1” galvanized pipes (attached
37401") monumenting & point on the Fest line
said Lot 5;

THENCE MNorth 00°21708” test, along said . West line of said Southeast Quarter
(SE1/4}, a distance of 198.04 foet (of re 198 feet) to a plastic capped iron

bar stamped “JDS ASSOC RLS 37401" (cet);

THENCE North 89°55°47~ East (of rocord 89756’ East), a distance of 658.52
fect to a plastic capped iron bu SOC RLS 37401 (set) monumenting a

point on said East line of said Lo

THENCE South 00°16°06” East, a di o 198 00 feet (of record 198 feet) to the
POINT OF BEGIMNING.

Containing 2,99 acres, %

7
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PARCEL & (APN 404-02-069 4)

A parcel of land situated in a portion of the Northeast Quar NEL/4) of
Gavernment Lot 5 of Saction 5, Township 13 North, Range 5§ East of té:y la and Salt
zZ0onA,

River B8asz and Meridian, Town of Camp Vorde, Yavapal County, Ari being more
particularly described as follows:

CCOINCIRG at an aluminum capped iron bar stampasd “JDS ASSOCIAT
monumenting the Southeast corner of sald Lot 5 of sald Sectio
aluminum capped iron bar stamped “JDS ASSOCIATES RLS 37401~
Northeast corner of said Lot S5 bears North 00°16°06~ West

a distance of

THENCE North 00°16706” West, along the East line of s
37401 (sat)

660.87 feet to a plastic capped iron bar astamped ™
monumenting the POINT OF BEGIRIING.

THENCE South 89%53’29* West (of record South 899

stampod “FOUND PT RLS 37401“) monumenting the
Quarter (NE1l/4) of said Lot S5

line of said Northeast Quarter (NE1/4)

THENCE North 00°10°54” West, along the Wo
lastic capped iron bar stamped “JDS

of sald Lot 5, a distance of 242.70 fest
ASSOC RLS 37401” (set);

THENCE North B89°53729 East, a distanc
{attached plastic cap stamped “FOUND PT

3,36 feet to a plastic capped iron bar

THENCE North 989°353’29” East, s dista
ting a point on the East line of said

stamped “"JDS ASSOC RLS 37401” (se
Northeast Quarter (NE1/4) of said Sz

THENCE South 00°16’06” BaatOlo i st line, a distance of 242.70 feet to the
POINT OF EEGDNNING.

Containing 3.67 acres, \mor¢ or less.

®

Q
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MUSGROVE, DRUTZ & KACK, P.C.
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Thomas P. Kack, #007110
MUSGROVE, DRUTZ & KACK, P.C.
1135 Iron Springs Road

Post Office Box 2720

Prescott, AZ 86302-2720

Tel: (928) 445-5935 « Fax: (928) 445-5980

tkack{@cableone.net
Attorneys for Plaintiff California Hotwood, Inc.

IN THE SUPERIOR COURT OF THT STATE O
IN AND FOR THE COUNTY OF YAV,

WP A L 1

SOPHRONIA ZELLNER, s single woman;
CANYON WOOD SUPPLY, LLC, an
Arizona Limited Liability Company; THE
ZELLNER LIVING TRUST; and JERSO /]
INVESTMENTS, LLP, an Arizona Limited
Liability Partnership,

Plaintiffs,

vs.

TOWN OF CAMP VERDE, a political
subdivision of the State of Arizona,

@o the Honorable Michael R. Bhdf)

~

CALIFORNIA HOTWOOD,‘I%&K/

California Corporation,
(Al it
TOWN OF a political
bl e
RN Defendant.

~

;nmm OPHRONIA ZELLNER, 2 single woman, CANYON WCOD SUPPLY,

~\

Limited Lisbility Company, THE ZELLNER LIVING TRUST, and JERSO

| LLP, an Arizona Limited Liability Partnership (collectively “Zellner”)

EXHIB

IT B
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having filed a Motion for Summary Judgment; additional Plaintiff CALIFORNIA HOTWOOD,
INC. (“Hotwood™), having joined Zellner’s Motion for Summary Judgment and having filed its
own Motion for Summary Judgment; and Defendant TOWN OF E, a political
subdivision of the State of Arizona (“Town”) having responded to said !

further memoranda having been filed, this court having heard orsl
and this Court having rendered its “Under Advisement Ruling on
Zellners having filed Plaintiff’s Motion For Further R
Judgment; Hotwood having filed it’s Joinder in Zellner’ p@f M
on Motion for Summary Judgment and rrect ; Town having filed it’s
Response to Plaintiffs’ Motion for Further for Summary Judgment; replies
ving been held; and this Court having clarified its

for Further Ruling

on Moti

having been filed and oral argument

previous rulings by eatry of a minute enfy r 29, 2009 entitled “Rulings™;
NOW, THEREFOREOM ders and adjudges as follows:

parcels of property located in the Town of Camp
mbers 404-02-062 (Lot 62), 404-02-065 (lot 65), 404-02-066
404-02-068B (Lot 68B), and 404-02-069 (Lot 69). All of the

ssing and the retail and wholesale sale and shipping of such logs, wood and wood products
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and by-products by various methods and using various equipment. This use is hereinafter

2{l  referred to as a “Wood Yard™.
} 3.  Inthe 1960°s Zellners operated the Wood Yard on Lots 62,@66.
: 4. Yavapai County adopted a zoning code in 1968 and detailed 2oning
|| m2ps for what is now the Camp Verde Arizona area in 1970. Land tember 1970
7]| had to meet zoning regulations in place st the time.
8 5. Inthe early 1970°s the Zellners purchased Lots . In the early 1970°s
9| Zeliners expanded the Wood Yard business onto Lots 67 afic
o 6.  The Town incorporated in 1986. of Lots 62, 65, 66, 67 and 68B
4 :: were being uged as a Wood Yard.
g E ;5 3 7. In 1998, Plaintiffs sou ission from the Town’s Community Development
EE gg 14|| Dircctor/Zoning Administrator, Robert Lav, and their business to an adjacent Lot #69. At
‘Egégg 15| that time, Section 105(E)ofﬂz>ro * stated:
g E g 16
= “A non-conforming if such expansion does not exceed 100% of the area
17 of the original busi
= Bob Lau deei) Yard had been operating as a legal non-conforming use
: and that exp. under the ordinance. Expansion was allowed and Lot #69 was
21
2 000, the new Planning and Zoning Director, John Roberts, was again
23 W&Q@jﬂw expansion onto Lot #69. Roberts concluded that Lau had previously
24 the expansion as a “legal non-conforming expansion™ under the Town’s code.
é\}‘ '3 agreed to follow Lau’s prior decision.

\

|/
I/
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A neighbouring property owner challenged Zellner's proposed expansion and appealed
Robert’s decision to the Town’s Board of Adjustments (“BOA”). Proper notice was provided
for the BOA hearing and the BOA had jurisdiction to hear the appeal. A hearing was
held in October 2000 and the BOA unasimously upheld Robert's decisigh, and approved the

decision to allow expansion of the business onto Lot #9. The BOA
the expansion as upheld. No appeal was taken from the BOA
-9 In January 2007, Zellner’s entered into contract

Wood Yard and to purchase the property over a period of

to purchase but has not yet closed on the
and continues to operate the Wood Yard as CanyonWood
10.  On October 24, 2008, the.Town sen

advising them that zoning approval was req ior to issuing a business license for the Wood
Yard operations. According to

“before zoning w%ymwd for the business ficenss, we must

determine of the wood lot should be allowed to conduct

i tial district.”

The letters Wet t:

blished before September 10, 1970 could have & legal non-conforming
hese; uses and approvals must be documented through the certification
prth in Section 105 of our Zoning Ordinance.”

@ uded by saying:
provide the requested information to our Department within 15 days so

can initiate the certification process. The Director has set the date for.a

24 public hearing to be heard on November 20, 2008 ..."
@4

e

|/
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11.  Prior to the scheduled hearing, Zellners filed their first Amended Complaint for
Count One - Preliminary Injunction & Permanent Injunction; Count Two - Declaratory
MmﬁComtma-mppeldeoumFow-Equde@hf The parties
subsequently stipulated to postpone the scheduled public hearing pending this Court’s ruling on

Zeliner’s Application for Preliminary Injunction. Hotwood’s Comp il 24, 2009,
alleged claims similar to Zellners. . 2/
12. The Court finds that the October 2000 decision o allowing expansion

oftthoodYatdontoLot69w|saﬁmldctmmmt and had and has res

Jjudicata effect and was and is binding upon and owners of property
within the Town.
13.  The Town disputed that balance of lots at issue were subject to legal non-

caonforming use as a Wood Yard. The there were inferences from the facts that

wuemdxspmemdtberewlz;n .@i@}ymumsvmsas only were subject to a

legal non-conforming use as a tated otherwise Lots 62, 65, 66 and 69 are found to

be subject to the legal non- asaWoodY!rd.

to relief on cach of Plaintiffs’ Counts One and Two
rds Judgment and orders in favor of Zellners and Hotwood against Town
parcels designated by Assessors Parcel Numbers 404-02-062; 404-02-065;

; and 404-02-069 are hereby declared and determined to be subject to the pre-
legal non-conforming use as 2 Wood Yard and such use as a Wood Yard is determined

>\:appmtenmtto and to run with such parcels without conditions.
r/

/
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2. The Town, including its officials and employees, is hereby permanently enjoined

o 0 N N s W N

10

MUSGROVE, DRUTZ & KACK, I.C.
P.0. BOX 2720

)
Plalmws Zellner, Canyon Wood Supply, LLC,
\ iving Trust, and Jerso Investments, LLP

from taking any further action to determine or to re-determine the non. use status of
such parcels, including that the Town shall not conduct or cause any regarding such
issue and the Town shall not hold or determine or rule that the use of as 2 Wood

Yard is not a legal non-conforming use.
3. There is no just cause for delay and it is directed
be entered immediately.

day of ow

ﬂ

Mic /4
Judge of the Superior Court, Yavapai County

DATED this

Approved es to form and content:

w%

Jeffrey T. Murray Date
William J. Sims ITI

Atiorneys for quendanr

The Town of Ca:qp

Thomas (Z/?

At yfo\r\(; ifornia Hotwood, Inc.

Date
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Partial Judgment
Exhibit A to Exhibit B

Consists of the legal description of Parcels 404-02-062, 404-02-065, 404-02-066,

404-02-067, 404-02-068B, and 404-02-069 which are omitted in this copy ich are
attached to the original to be submitted in the Arizona AcﬁoQ

S

4 EXHIBIT A to EXHIBIT B
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Thomas P. Kack, #007110

MUSGROVE, DRUTZ & KACK, P.C.
1135 Iron Springs Road

Post Office Box 2720

Prescott, AZ 86302-2720

Tel: (928) 445-5935 ¢ Fax: (928) 445-5980

thacki@cableone.net
Attorney for Plaintiff California Hotwood, Inc.

IN AND FOR THE COUNTY OF YA

SOPHRONIA ZELLNER, a single woman;
CANYON WOOD SUPPLY, LLC, an
Arizona Limited Liability Company;, THE
ZELLNER LIVING TRUST; and JERSO
INVESTMENTS, LLP, an Arizona Limited
Lisbility Partnership, _

Plaintiffs,

(=

@o the Homorable Michael R. Bhuff)

vs.

TOWN OF CAMP VERDE, a politi

TOWN OF
subdivision Af

VN

l&ﬁnﬁg OPHRONIA ZELLNER, a single woman; CANYON WOOD SUPPLY,

LLEG; jzona Limited Liability Company; THE ZELLNER. LIVING TRUST; snd JERSO
\‘m , LLP, an Arizona Limited Liability Partnership (collectively “Zeliner”) and
|

) iff CALIFORNIA HOTWOOD, INC. ("Hotwood™); and Defendant TOWN OF CAMP

EXHIBIT ¢’

political

Defendant.
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VERDE, a political subdivision of the State of Arizona (“Town”) having reached a settlement on

all issues in this case pursuant to an agreement titled “Compromise and Agreement”
(the “Agreement”), having stipulated to the entry of this Judgment Stipulation and

this Court being fully apprised of the facts of this case,
NOW, THEREFORE, this Court finds, adjudges and decrees ag follows
" The Court finds as follows:

1 The real property at issue in this case consists of X
Yavapai county Arizona, Assessors Parcel Numbers ¢
(“Lot 657), 404-02-066 (*Lot 66™), 404-02 t 67; -068B (Lot 68B™), and
404-02-069.(“Lot 69™). (Collectively the egal descriptions for the foregoing

parcels are set forth in the attached

used as a commercial wood yard including
and the storing, cutting, debarking, splitting,
and the retail and wholesale sale of fire wood,

2 The Property has been
the importation of logs and
packaging, processing, shipping
wood products and wood by- dJ.‘ti;whichuseishemimﬁermfcmdtoua"Woolerd”.
a.% mmenced due to the Town’s attempt to enforce certain

Camp Verde Zoning Code. The Town took the position that Zellners
uired to proceed to a hearing and prove that the various lots were subject

use as 8 Wood Yard.
i§ Court has already made findings and rulings regarding the property such that
the lots, Lot 67 and Lot 68B have not been determined to be subject to a legal non-
co ing use as a Wood Yard. As to these two lots, pursuant to the Compromise and
ement Agreement entered into by the Plaintiffs and Defendant, the Plaintiff and Defendant

I
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agree and the facts demonstrate of record that these two lots were purchased in the early 1970's;

they were used in the Wood Yard business in the 1970°s until the present; that these two [ots
were regulated by Yavapai County until the Town incorporated in 198 facts of record,
including the Yavapai County Zoning Code as applicable in the 1970’s thraugh 1986 (the Old
County Code), and testimony of record including the Declaration Official Boyce

MacDonald, demonstrates that the Old County Code as interpreted by unty allowed
the expansion of a use by up to 100% onto adjacent lots without \ for any formal or
informal application to or approval or action by Yavapai records demonstrate
that the expansion by Zellners onto Lots 67 5-than a2 100% expansion of the use

of Lots 62, 65 and 66 and that the lots wer jguous and that, when the expansion

occurred onto Lots 67 and 68, the' would have been legal and resulted in a legal non-
conforming use under Old County Cod

5. There has beenédi.@ﬁgn

of the Wood Yard business own Community Development Director/Zoning

the approval of Zellners 1998 expansion

Administrator Robert La upbolding of this decision by later Community Development

ding of the Roberts decision in October 2000 by the Town’s
“BOA™) factually or legally implied that the use of Lots 67 and
use. Lots 67 and 68B are situated between Lot 69 and Lots 62,

7 and 68B were already being used as 2 Wood Yard in the 1970’s and were still so
the time those decisions were made. The evidence demonstrates that when Director
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Bob Lau made his decision be had investigated the use of the existing property including review
of aerial photos.

6. TbcuseoftherpeﬂylanoodYndisllegdnon@ﬁmusemdu
Arizona Law.

7. Zellners are entitled to Judgment on Counts One, of its First
Amended Verified Complaint as to all of the property and Hol ed to/Judgment on
Counts One, Two and Three of its Verified Complaint ss to all o

8. The Parties have agreed to the dismissal wi jutlice of Count Four of both

Zellners First Amended Verified Complaint and 'S d Complaint.
h%ﬁ that this Judgment shall be

upon the Parties hereto and their privies, including

9. The Town, Hotwood and the
interpreted as binding and shall be bi
persons and entities represented directly ori

directors, members, stx:cess@.

beneficiaries and to successors

tly by the Parties, and the Parties’ officers,
oyees, personal representatives, trustees and
the property and, as regards the Town, its citizens

of become owners of property within the Town.

and persons or entities that are o

dtheTownhaveagreedtowaivemyrig}ntoanto

The expansion of the Wood Yard onto Lots 67 and 68B in the 1970’s was legal

\ Old County Code and the use of Lots 67 and 68B was a legal non-conforming use.

D
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2 The pre-existing (legal) non-conforming use of Lots 67 and 68B as a Wood Yard
is also subject to res judicata effect under the October 2000 Board of Af‘ustmmts decision

approving the expansion of the Wood Yard onto LotGQandhtsuchttomd
shall run with the property without conditions or limitations. The use of

Yard is subject to statutory provisions under ARS §9-462.02 and
Arizons Constitution.

1. The Property, including those parcels desi by, Assess
404-02-062; 404-02-065; 404-02-066; 404-02-67 and 4 and 2
7

declared and determined to be subject to the orming use as 8 Wood Yard

4-02-069; are hereby
and such use as 8 Wood Yard is determined to to the Property and to run with the
Property without conditions or limitati

employees, is hereby permanently enjoined
the non-conforming use status of the

4 The Town, including i

from taking any further actior@
Lots 62, 65, 66, 67, and 68B, inc

This Judgment is entered in addition to the Partial Judgment entered in this case

an Partial Judgment is not merged herein.
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DATED this day of
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8. There is no just reason for delaying the entry of this Judgment and this Judgment

2010. QQ

Approved as to form and content:

Michael R_ Bl
Judge of the mj)“puComty

Jeffrey T. Murray
William J. Sims III
Attorneys for Defendant,
The Town of Camp Verde

P

@\/

N O

Thomas P. Kack Date
Attorney for Plaintiff California Ho

Zellner Living M% nts, LLP

\'@

\>

Robert L. Earle \2 Date
Attorney for Plaintiffs Zellner{ C ood quaply. LLC,




. B 4772 P: 4.7 10/22/2010 04 99 18 PN AG
41 of 47 2012-44

I R T kA LT Nk

Judgment Pursuant to Stipulation
Exhibit A to Exhibit C

Consists of the legal description of Parcels 404-02-062, 404-02-065, 404-02-066,
404-02-067, 404-02-068B, and 404-02-069 which are omitted in this copy hich are
attached to the original to be submitted in the Arizona A
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EXHIBIT A to EXHIBIT C
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Thomas P. Kack, #007110

MUSGROVE, DRUTZ & KACK, P.C.
1135 Jron Springs Road

Post Office Box 2720

Prescott, AZ 86302-2720

Tel: (928) 445-5935 » Fax: (928) 445-5980

n
Attorney for Plaintiff California Hotwood, Inc.
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IN THE SUPERIOR COURT OF THE STATE
IN AND FOR THE COUNTY OF Y

SOPHRONIA ZELLNER, 2 single woman;
CANYON WOOD SUPPLY, LLC, an
Arizona Limited Liability Company; THE
INVESTMENTS, LLP, an Arizona Limited
Liability Partnership,

v,

Plaintiffs,

TOWN OF CAMP VERDE, a political

L

subdivision of the State of Arizons, /\
@@ﬁdgf )

ZELLNER LIVING TRUST; and JERSO | §

R

CALIFORNIA HOTWOOD, a_
California Corporation,
Addit i

10/22/20!0 04 09 ie Pm

2 of 47  2010-4 RG

S

80289

FOR ENTRY OF
PURSUANT TO
TION

Nssigned 1o the Honorable Michael R. Bluf})

PHRONIA ZELLNER, 2 single woman; CANYON WOOD SUPPLY,
Limited Liability Company; THE ZELLNER LIVING TRUST; and
TMENTS, LLP, an Arizona Limited Liability Partnership, (collectively

\? ") through Attorney Robert Earle; and Plaintiff CALIFORNIA HOTWOOD, INC., a

ifornia Corporation, (“Hotwood™) through Attorney Thomas P. Kack; and the TOWN OF

EXHIBIT " D*
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CAMP VERDE, a political subdivision of the State of Arizona, (“Town”), hereby recite,
stipulate and request as follows:

1. Hotwood, Zeliner and the Town have reached a seitl % all outstanding
issues in this case and a copy of such “Compromise and Settlement Ay< ent” is provided to
the Court by its attachment hereto as Exhibit “1”.

2. Hotwood, Zellner and the Town stipulate that

Pursuant To Stipulation submitted to the Court pursuant t

form and content by the parties to this action.

3. Hotwood, Zellner and the To ipulate that they waive the right to appeal, to
file a motion for new trial, and to seek to ate-of set aside the Judgment Pursuant to
Stipulation and further stipulate that the not directly or indirectly attack or seek to relitigate

the rulings contained in Judgment tion or any findings therein.

4. Hotwood, Zel respectfully request that the Court execute the

Judgment Pursuant To Stipuyléti

RESPEC D this day of August, 2010.
MOYES, SE S,LTD MUSGROVE, DRUTZ & KACK, P.C
VN
Je . Murra Thomas P. Kack
Willi \Si I Musgrove, Drutz & Kack, P.C.
Mo lers & Sims, Ltd Attorney for Plaintiff California Hotwood,
'or Defendant, Inc.

To Camp Verde

D




L= T - - IS S - S Y I T B o ]

e
AW = O

—r
(=,

TELEPHONE: (925) 4455938
FAX NUMBER: (928) 445-5980
(¥

PRESCOTT, A.RIZONA 86302-2720

MUSGROVE, DRUTZ & KACK, P.C.
P.0. BOX 2720
N N [+ N | = P —
w N - o O oo

o
F -

2

"4
QQ&

28

]

EARLE & ASSOCIATES

Robert L. Earle
Attorney for Plaintiffs Zellner, Canyon Wood Supply, LLC, Zellner Lrvmg
Earle & Associates

Investments, LLP

PO Box 3870

Sedona, Arizona 86340-0001

Attorney for Plaintiffs Zellner, Canyon Wood Supply, LL
Zellner Living Trust, and Jerso Investments, LLP

Copy of the foregoing mailed
this day of August, 2010, to:

Robert L. Earle

Jeffrey T. Murray

William J. Sims III

Moyes, Sellers & Sims, Ltd.

1850 N Central Avenue, #1100
Phoenix, AZ 85004

Attorneys for Defendant, the Town of

%

~

By

-
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Stipulation for Entry of Judgment Pursuant to Stipulation
Exhibit 1 to Exhibit D

The Compromise and Settlement Agreement, which is omitted in this-copy

of the Stipulation, will be attached to the original Stipulation for Entry ment
Pursuant to Stipulation to be filed in the Arizona Action.
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[DRAFT DOCUMENT NOT YET APPROVED BY COUNCIL]

[EXCHANGED PURSUANT TO SETTLEMENT DISCUSSIONS UNDER EVIDENTIARY RULE 408]

, 2010 Q

An Open Letter to Sophie Zellner, the Zellner family and the Citizens of Camp Verde:

wood yard controversy to Mrs. Sophie Zeliner, her family and the citizéns
Verde.

understanding of our roles, rights, processes and responsibil
Town serves the needs of its citizens, our Council has set
to rewrite our zoning ordinances.

ities sure that the
% gressive schedule

The Town required you to justify the use of your property and)provide proof of the
grandfathered status of the property, even though als and the Board of
Adjustment had previously found that one of.the lots, , was grandfathered in for
use as a wood yard.

The Town realizes that this process has tional distress, anguish and grief
for all parties involved. O ¢ O F/

You and your husband and family ha ng-time leading members and
supporters of our community.

In conclusion, | sincere! ‘apologi r actions and know that the payments the
Town makes pursuant'ta our.sett nt agreement do not even begin to make up for
the cost financially, € ioRally~and in terms of time.

Sincerely,

Bob Bumsi v\/

Mayor

EXHIBIT" /"
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[DRAFT DOCUMENT NOT YET APPROVED BY COUNCIL}

[EXCHANGED PURSUANT TO SETTLEMENT DISCUSSION
UNDER EVIDENTIARY RULE 408]

_ 2010

An Open Letter to California Hotwood

I would like to extend an apology for the past and present events that k
yard controversy to California Hotwood.

Wlu'lelmogxﬁzethatﬂnsemamntoﬂhiﬂiummotm
the settiement does afford us the opportunity to move forwary
our roles, rights, processes, and responsibilitics. To enisyfe

citizens, our Council has set forth an aggressive sched

The Town realizes that this process has
parties involved.

&&us,mgmsh_andmefforall

California Hotwood has continued the wood yard and is a valuable part of our
community. 5

In conclusion, I sincerely lo actions and know that the efforts the Town makes
pursuant to our settlem t even begin to make up for the cost financialty,
emotionally snd in i

Sincerely,

BobB

EXHIBIT“_ A "



RESOLUTION 2010-817

A RESOLUTION OF THE MAYOR AND COMMON COUNCIL
OF THE TOWi OF CAMP VERDE, YAVAPAI COUNTY, ARIZONA,
APPOVING A COMPROMISE AND SETTLEMENT AGREEMENT WITH CALIFORNIA
HOTWOOD, ZELLNER AND RELATED ENTITIES CONCERNING THE SETTLEMENT OF
THE DISPUTE REGARDING THE ZELLNER WOODLOT

Whereas, the Town of Camp Verde has been involved in a dispute regarding the
woodlot known as the “Zeliner Woodlot;" and

Whereas, in order to avoid litigation costs and aliow this dispute to be resolved, the
Town of Camp Verde desires to approve the “Compromise and Settlement Agreement”
and its exhibits.

NOW THEREFORE, the Mayor and Common Council of the Town of Camp Verde
resoive to approve The Compromise and Settlement Agreement attached hereto as
Exhibit A.

Passed and adopted by a majority vote of the Common Councit at the Special Sesslon
meeting of August 18, 2010.

(A oein

Bob Burnside, Mayor X lg-a0 U

Attest: Approved as to form:

tLl Leadh( VA WKZQ/)

S~
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Deborah Barber, Town Clerk Town Attorney / e



COMPROMISE and SETTLEMENT
AGREEMENT

THIS COMPROMISE and SETTLEMENT AGREEMENT (“Agreement”) is made and
entered into by and among the Town of Camp Verde, a political subdivision of the State of
Arizona (“Town”), California Hotwood, Inc., a California corporation which does business as
Canyon Wood Supply (“Hotwood”), Sophronia Zellner, a single woman (“Zellner”), Dad’s
Wood Supply, LLC., an Arizona limited liability company formerly known as Canyon Wood
Supply, LLC (“Dad’s”), the Zellner Living Trust (“Trust”); and JerSo Investments, L.L.P, an
Arizona limited liability partnership (“JerSo”), (all collectively the “Parties”), is made effective
as of the Effective Date set out below. Zellner, Dad’s, Trust and Jerso may be referred to
collectively herein as the “Zellner Entities.”

THE PARTIES RECITE, COVENANT, CONDITION AND AGREE AS FOLLOWS:
RECITALS

A For many years the Zellner Entities or one or more of them and their predecessors
operated a commercial log, wood, and wood by-product storage, cutting, splitting, packaging,
chipping, shipping and sale (wholesale and retail) operation wutilizing various methods,
equipment, and vehicles (all of which activities and uses are collectively hereinafter referred to
as a “Wood Yard”) on real property located at Murdock Road in Camp Verde, Arizona, Yavapai
County Assessor’s Parcel Numbers 404-02-062 (“Lot 627), 404-02-065 (“Lot 65”), 404-02-066
(“Lot 667), 404-02-067 (“Lot 677), 404-02-068B (“Lot 68B”) and 404-02-069 (“Lot 697), all
collectively referred to as the “Property” and more particularly and legally described in Exhibit
“A” attached hereto and made hereof. This commenced in approximately 1966 with such use of
Lots 62, 65, and 66.

B. The Yavapai County zoning code authorized the use of Lots 62, 65, and 66, and
was interpreted by Yavapai County to permit the expansion to Lots 67 and 68B for commercial
purposes for use as a Wood Yard by the Zellner Entities prior to the date of the Town’s
incorporation on December 8, 1986.

C. Upon approval of the Town’s Community Development Director (and who was
the Town’s “Zoning Administrator” as that title is defined in ARS §9-462), on or about 1998 and
in reliance upon such approval, the Zellner Entities purchased parcel (Lot “69”) and commenced
using it for the Zellner Entities” Wood Yard business.

D. Hotwood, the Zellner Entities, and Jerry Zellner entered into a Purchase and Sale
Agreement (“PSA”) for the purchase of the Canyon Wood Supply business assets by Hotwood
and a Real Property Purchase Agreement (“RPPA”) for the purchase by Hotwood of the Property
from Jerry Zellner and the Zellner Entities on or about January 31, 2007.



E. Hotwood also agreed to purchase the property and business, at least in part, in
reliance upon the government allowed, long-term use of the Property as a Wood Yard and
representations made by Town Development Department staff to Hotwood’s appraiser that the
Property was subject to a legal non-conforming use as a Wood Yard and that such use would be
allowed to continue upon the sale or transfer of the Property.

F. Hotwood has already taken delivery and ownership of the business assets of
Dad’s, formerly Canyon Wood Supply, LLC, and Lots 62, 65, 66, and 68B, from the Zellner
Entities and Jerry Zellner.

G. On or about June 27, 2007, Hotwood made its written Promissory Note to Dad’s
(“Note™), for and on account of a part of the purchase price set forth in the PSA and on July 1,
2009, a payment plus accrued interest was due on the Note. Hotwood claims that payment was
not paid due to the dispute with the Town concerning the Property. Zellner disputes the validity
of that claim.

H On or about June 27, 2007, Trust, JerSo, and Jerry L. Zellner (“Lessors™) entered
into that certain written Real Property Lease (“Lease”) with Hotwood whereby Lessors leased
Lots 67 and 69 to Hotwood for a term of twenty-six (26) months, to enable Hotwood’s
possession of Lots 67 and 69 pending the completion of the purchase of Lots 67 and 69 by
Hotwood.

L Pursuant to the RPPA, Hotwood and the Zellner Entities agreed that the close of
escrow for Yavapai County parcel numbers 409-02-67 and 404-02-69 would be on June 3, 2009.

1. Previous to the sale of Lots 62, 65, 66, and 68B to Hotwood, the Zellner Entities
utilized all of Lots 62, 65, 66, 67, 68B and 69 for a Wood Yard, and such use has been continned
by Hotwood without interruption since Hotwood purchased and leased the subject Property and
purchased the business.

K. The Town has made claims that Hotwood may not lawfully use the Property
including the parcels already purchased by Hotwood from Trust, Zellner, Jerry L. Zellner, and
Jerso pursuant to the RPPA, for use as a Wood Yard due to the residential zoning of the Property
and the parcels. A dispute arose regarding the permissible use of the Property and particularly
Lot 69 as a Wood Yard (the “Zoning Dispute”), whether such use complies with the Town
Zoning Code, and whether the use of the Property by Hotwood for a Wood Yard is a legal non-
conforming use (sometimes referred to as a “grandfathered use™) that is appurtenant, may
continue, runs with the land, and is freely transferable.

L. The Town through its zoning administrators has commenced administrative
proceedings against the Zellner Entities and Hotwood.

M.  The Zellner Entities have filed a Complaint and an Amended Complaint in
Yavapai County Superior Court, Case No. CV82008-0289, (the “Arizona Action”) arising out of
such dispute. Hotwood intervened and filed its own complaint and said action is now pending,
‘which action shall be included in the term “Arizona Action.”



N. The Yavapai County Superior Court granted the Zellner Entities’ and Hotwood’s
motions for summary judgment for a permanent injunction and declaratory relief concerning
Lot 69. As a result, the use of Lot 69 for past and future commercial purposes as a Wood Yard
has been confirmed as a legal non-conforming use, that runs with the land.

0. The Court in the Arizona Action additionally found as follows:

Yavapai County established zoning in 1968. Detailed
zoning for the Camp Verde area was established in September
1970. Thus, land uses established before September 1970 are
considered legal non-conforming uses. Land uses established after
September 1970 had to meet the zoning regulations in place at the
time.

It is undisputed that Zellners utilized all of Lots 62, 65 and 66 as a Wood Yard prior to
September 1970 and that use was, a legal non-conforming (grandfathered) use and the Court
found and ordered that a 2000 decision of the Town of Camp Verde Board of Adjustments
(“BOA”) approving expansion of the Wood Yard use onto Lot 69 was legally subject to Res
Judicata effect and that such lot was, thus, subject to a legal non-conforming use as a Wood
Yard. A Partial Judgment consistent with the foregoing is attached hereto as Exhibit “B”
(“Partial Judgment”) and it shall be submitted to the Court.

P. The Court clarified in a later ruling that there appeared to be a dispute as to Lots
67 and 68B such that it could not then render summary judgment that such lots are subject to a
legal non-conforming use as a Wood Yard based on the evidence presented to the Court at the
time.

Q. The Town agrees that the Yavapai County Zoning Code as then applicable and as
interpreted by Yavapai County allowed the Zellners’ expansion of the use as a Wood Yard onto
Lots 67 and 68B in the 1970’s without the necessity for any formal or informal approval or
action by Yavapai County because the expansion was less than a one hundred percent (100%) in
area and was upon contiguous property. The Town agrees that the applicable Yavapai County
Zoning Code contained no procedures for or requirements to obtain approval of such expansion.

R Due to the dispute, Hotwood has not completed the purchase under the RPPA of
Lots 67 and 69. Zellner disputes that Hotwood was entitled to withhold performance. Hotwood
initiated an action in California to compel the Zellner Entities to arbitrate the entitlement of
Hotwood to an extension under the RPPA, PSA, and Note in the Superior Court of California
(the “California Action”), and said action is now pending. Hotwood and the Zellner Entities
have agreed to settle their dispute by a separate Agreement for Close of Escrow and Note
Payment which is subject to the express condition of this Agreement being made and effective,
and the entry of a final Judgment Pursuant To Stipulation as set forth in paragraph S below,
regarding the Property but, otherwise, the terms of that agreement are not a part of this
Agreement and are not incorporated herein.



S. The Parties agree that the use of the Property as a Wood Yard was and is a legal
non-conforming use that is appurtenant to and runs with the land, and that the parties disputes
should be compromised and settled on the terms set forth herein to avoid the expense of further
litigation, to implement the terms of a Judgment Pursuant To Stipulation between the parties
(referred to hereafter as the “Judgment” and attached hereto as Exhibit ”C”), and to provide
greater certainty regarding the rights to use of the subject Property. The parties specifically
intend that this Agreement and the Judgment shall be binding upon each party, each party’s
privies, and all persons and entities represented by each party including the party’s respective
officers, directors, trustees, beneficiaries, trustees, members, shareholders, franchisees and
franchisors, attorneys, principals, successors, predecessors and, in particular, the Town’s
citizens, residents and property owners to the extent permitted by law.

T. Jerry L. Zellner is now deceased, and Zellner is the successor to the interests of
Jerry L. Zellner in the properties and agreements referred to herein.

NOW THEREFORE, in consideration of the mutual agreements expressed herein, it is
agreed as follows:

AGREEMENT

1. Effective Date. This Agreement shall become binding and effective when signed
contemporaneously by all of the Parties and the Judgment and the Partial Judgment have been
signed by all of the Parties (the “Effective Date”). This Agreement is conditioned upon the
contemporaneous execution of the Agreement for Close of Escrow and Note Payment by the
Zellner Entities and Hotwood. Each party to this Agreement covenants and agrees not to appeal,
seek to vacate or set aside, or otherwise attack or contest the Partial Judgment and the Judgment.

) Incorporation. All of the recitals set forth above are true, correct, and made a part
of this agreement by this reference.

3. Confirmation of Non-Conforming Use. The Parties agree that the weight of the
evidence demonstrates that the use of Lots 62, 65 and 66 for Wood Yard purposes commenced in
1966 and has continued to date without interruption. The expansion onto Lots 67, and 68B for Wood
Yard purposes by the Zellner Entities occurred in the early 1970’s, well prior to the date of the
Town’s incorporation on December 8, 1986, and such use has continued to date without interruption.
The Yavapai County Zoning Code as then applicable and as interpreted by Yavapai County allowed
such use and expansion without any formal or informal application to Yavapai County and without
any formal or informal approval by Yavapai County. Zoning Administrator Lau testified he
investigated the propriety of the use of the property then owned by Zellners in 1998, Lots 62, 65, 66,
67 and 68B, before he approved expansion of said use to Lot 69. Such lots were all being used for a
Wood Yard when the expansion was presented to and upheld by Administrator Roberts and, later, the
BOA. The Yavapai Superior Court has determined that the expansion by one or more of the Zellner
Entities of the Wood Yard use to Lot 69 was a lawful expansion. Pursuant to this Agreement, the
Town agrees the use of the Property for Wood Yard purposes is a lawful non-conforming use that
runs with the land and is appurtenant to the Property, and the right to such use does not cease or
terminate upon the sale, release or transfer of the Property or any portion thereof or interest therein.




4. Releases.

A The Zellner Entities for themselves, jointly and separately, and on behalf of their
respective trustees, agents, assigns, employees, officers, principals, members, beneficiaries,
successors, predecessors, nominees, licensors and licensees, franchisors and franchisees, and all
others related in any way to any of them, do hereby release, acquit and forever discharge the
Town, and each of its agents, attorneys, assigns, employees, departments, officers, directors,
shareholders, principals, successors, and nominees of, for, from and against any and all claims,
actions, causes of action, demands, damages, costs, loss of profits or service, attorneys’ fees,
expenses and compensation of any kind and nature, known or unknown, which any of them,
jointly or severally, now have or may hereinafter accrue which arise from the said Arizona
Action and the facts that formed the basis of the claims of the Zellner Entities therein.

B. The Zellner Entities for themselves, jointly and separately, and on behalf of their
respective agents, trustees, assigns, employees, officers, principals, members, beneficiaries,
successors, predecessors, nominees, licensors and licensees, franchisors and franchisees, and all
others related in any way to any of them, do hereby release, acquit and forever discharge
Hotwood, and each of its respective agents, trustees, attorneys, assigns, employees, officers,
directors, shareholders, principals, successors and nominees of, for, from and against any and all
claims, actions, causes of action, demands, damages, costs, loss of profits or service, attorneys’
fees, expenses and compensation of any kind and nature, known or unknown, which any of them,
jointly or severally, now have or may hereinafter accrue which arise from the Arizona Action or
are in any way related to the facts that formed the basis of the claims of the Zellner Entities
therein.

C. Hotwood for themselves, jointly and separately, and on behalf of their respective
agents, trustees, assigns, employees, officers, principals, members, beneficiaries, successors,
predecessors, nominees, licensors and licensees, franchisors and franchisees, and all others
related in any way to any of them, do hereby release, acquit and forever discharge the Town, and
each of its attomeys, assigns, employees, departments, officers, directors, shareholders,
principals, successors and nominees of and from any and all claims, actions, causes of action,
demands, damages, costs, loss of profits or service, attorneys’ fees, expenses and compensation
of any kind and nature, known or unknown, which any of them, jointly or severally, now have or
may hereinafter accrue which arise from the Arizona Action and facts that formed the basis of
the claims of Hotwood therein.

D. Hotwood for themselves, jointly and separately, and on behalf of their respective
agents, trustees, assigns, employees, officers, principals, members, beneficiaries, successors,
predecessors, nominees, licensors and licensees, franchisors and franchisees, and all others
related in any way to any of them, do hereby release, acquit and forever discharge the Zellner
Entities, and each of their respective agents, trustees, attorneys, assigns, employees, officers,
directors, shareholders, principals, successors and nominees of, for, from and against any and all
claims, actions, causes of action, demands, damages, costs, loss of profits or service, attorneys’
fees, expenses and compensation of any kind and nature, known or unknown, which any of them,
jointly or severally now have related to claims for breach or defanit under the PSA and RPPA as
a result of the zoning of the Wood Yard or arise from the claims or defenses asserted in the
Arizona Action.



E. To the extent permitted by law, the Town on behalf of its respective council,
agents, trustees, assigns, employees, officers, departments, citizens, residents, property owners,
principals, successors, predecessors, nominees, licensors and licensees, franchisors and
franchisees, and all  others related in any way to any of them, do hereby release, acquit and
forever discharge the Zellner Entities and Hotwood, and each of them, and each of their
respective agents, attorneys, assigns, employees, officers, directors, shareholders, principals,
successors and nominees of, for, from and against any and all claims, actions, causes of action,
demands, damages, costs, loss of profits or service, attorneys’ fees, expenses and compensation
of any kind and nature, known or unknown, which any of them, jointly or severally, now have or
may hereinafter accrue which arise from or are in any way related to the said Arizona Action or
the facts that formed the basis of the Town’s assertions or defenses to the claims of the Zellner
Entities and Hotwood therein.

F. Each Party recognizes that it may not now fully know the number, nature, and
magnitude of all claims it now has or in the future may have against the parties released as set
forth above but nevertheless, except as otherwise provided herein, intends to assume the risk that
it is releasing such unknown claims. Each Party agrees that this Agreement is a full and final
release of such claims and is a further consideration and inducement for the settlement.

G. Each Party acknowledges that a material part of this Agreement is the deliberate
extinguishing of any of its claims which currently are unknown, so that there is no possibility of
future claims by the Parties of the type described and released above except as provided in
Section 4.H and Section 4.1. Each Party assumes the risk that it has sustained damages that may
not have manifested themselves and that are presently unknown. Each Party also understands
and agrees that if the facts with respect to which this Agreement is executed and the releases
herein provided for are made, are found hereafter to be other than or different from the facts now
believed by it to be true, it expressly accepts and assumes the risk of such possible differences in
facts and agrees that this Agreement shall be and remain effective notwithstanding such
difference in facts.

H Nothing provided herein shall be construed as waiving or releasing claims by
Hotwood or the Zellner Entities as against each other, for performance of the PSA, the
Promissory Note, the Lease and the RPPA, as modified in the Agreement for Close of Escrow
and Note Payment (“ACE”), except claims relating to or arising from the zoning dispute.

L The releases set forth above are not intended to release and do not release any
party from the covenants, obligations, and agreements arising from, created by or set forth in this
Agreement.

5. Town Approval. This Agreement is subject to review and approval by the Town
Council. If this Agreement is not so approved on or before August 18, 2010, it shall be null and
void.



6. Judgment. Upon the approval of this Agreement by the Town Council,
the Parties shall contemporaneously execute the Stipulation to the Entry of the Judgment
Pursuant To Stipulation in the form attached hereto as Exhibit “D,” and approve the
Judgment and the Partial Judgment as to form and content by affixing their signatures thereto.
If this Agreement is and remains operative and effective 45 days after the date the Town’s
Council approves of this Agreement by a formal executed Resolution, then the Stipulation and
the Partial Judgment and the Judgment shall immediately be filed with the Court in the Arizona
Action and, if this Agreement does not remain operative and effective, then the Stipulation,
Partial Judgment and Judgment shall not be filed with the Court and this Agreement and the
Agreement for Close of Escrow and Note Payment shall be null and void. The Parties intend and
agree that, to the fullest extent permitted by law, the Judgment Pursuant to Stipulation shall be
binding upon and have preclusive effect (collateral estoppel effect and res judicata effect)
regarding the lawfully conforming use of the Property, and shall be binding upon and applicable
to the Parties and the Parties’ successors, heirs, assigns, officers, agents, employees,
shareholders, members, beneficiaries, trustees, the town’s citizens, and the present and future
owners of property in the Town whether or not such persons reside within the Town.

Hotwood and the Zellner Entities have submitted the Partial Judgment based upon
various rulings made by the Court in the Arizona Action. The Parties agree that the Partial
Judgment fairly reflects the rulings of the Court, that they have and will file no objections to the
same and that if they have not already done so they will execute the Partial Judgment as
approved as to form and content. That Partial Judgment is not superseded by nor is it merged
into this Agreement or the Judgment Pursuant To Stipulation. The Partial Judgment shall remain
effective and enforceable both independent of and in conjunction with the Judgment Pursuant to
Stipulation.

7. Business License. Within ten (10) days following the Effective Date of this
Agreement, the Town shall issue a business license to Hotwood pursuant to Article 9-3 of the
Town Code for use of the Property and each of the Lots 62, 65, 66, 67, 68B, and 69 as a Wood
Yard.

8. Wood Yard Operational Changes. Use of the Property as a Wood Yard by
Hotwood after close of escrow on Lots 67 and 69 pursuant to the ACE shall be subject to the
following conditions: |

A Daily Wood Yard operations shall not commence until the earlier of one (1) hour
after sunrise or 7:30 am.

B. Log processing and receiving operations shail not take place on Sundays. All
other business activities such as retail sales of wood and wood products may occur on Sundays.

C. The limitations set forth in A and B above shall not apply to work that does not
create noise, dust or excessive traffic, in-office work, the inventory of logs and wood products,
and work inside a building.



The sole and only remedy for any alleged violation of this paragraph 8 by the owner or
possessor of the Property shall be the right of the Town to enforce compliance by injunction. No
violation or violations of this paragraph 8 shall result in a termination of the legal non-
conforming use of the Property as a Wood Yard, nor shall any violations or number of violations
result in the limitation of the future use of the Property as a Wood Yard.

9. Waterline: The Town shall cause to be constructed and installed at the Town’s
expense a water line extending to the north property line of Lot 69 and a fire hydrant, as follows:

A The Town shall install the water line to provide water service to the subject
Property, and install the fire hydrant at or about the intersection of the north property line of Lot
69 and Murdock Road, for benefit of the Property, and to promote the heaith, welfare, and safety
of adjacent and nearby property owners. The water line shall be not less than 8” in diameter and
shall have sufficient capacity, including pressure, to serve the entire Property, and all properties
in the area of the Property that may be reasonably anticipated to connect to the line, and there
shall be reserved for the Property sufficient capacity and water to serve no less than 14
residences on the Property.

B. The water line and hydrant shall be completed, installed, and ready for use not
later than April 1, 2013. The Town shall be responsible for funding construction of the water
line and hydrant and shall deposit a total of $130,000.00, payable at the rate of $43,333.00 per
year, commencing with the first quarter of the Town’s 2010-2011 fiscal year and payable in the
same quarter of the Town’s 2011-2012 and the 2012-2013 fiscal years into in a separate account
with such funds dedicated and restricted to use for the subject water line and hydrant. The Town
has estimated the cost of said improvements to be $130,000.00, and by this Agreement Hotwood
is effectively funding that amount by payments totaling $75,000.00 by joint check to the Town
and Sophronia Zellner as set forth in paragraph 10, and by relinquishing its claims against the
Town for attorney’s fees and costs exceeding $130,000.00. The additional $55,000.00 allocated
to the cost of the improvements ($75,000.00 plus $55,000.00 equals $130,000.00) is thus
contributed by Hotwood by way of releasing its attorney fee claim, and without any further
payment by Hotwood. Thus, should the Town fail to install the water line then Hotwood shall
have, in its discretion, the right to either: (i) be paid by the Town the sum of $130,000.00 plus
interest thereon at the legal rate from the Effective Date on the $55,000.00 in relinquished fees
and costs and interest at the legal rate on the $75,000.00 paid by Hotwood to the Town and
Zellners from the dates paid by Hotwood or (ii) the right to elect to install the water line and
hydrant and recover from the Town the actual cost of the installation of the water line and
hydrant. Hotwood shall further be entitled to recover from the Town reasonable attorneys’ fees
and costs in enforcing the Town’s performance and in collecting any sums due under this
paragraph 9.

C Hotwood shall be responsible for the costs of any on-site improvements to the
Property, including connection to the water line, and shall be responsible for the costs of setting a
meter and monthly water service provider charges. Hotwood shall not be responsible for any
other fees attributable to the providing of water, including but not limited to impact fees or
development fees charged for providing water to the Property.



10.  Payments to Zeliners. Hotwood shall pay the total sum of $75,000.00, by three
(3) instaliments of $25,000.00 each paid annually by joint checks, payable to both the Town and
Sophronia Zellner. The first installment shall be paid on or before 31 days after the Effective
Date of this Agreement, and the successive payments shall be paid on or before the first and
second anniversary of such date, provided however, the only conditions precedent to Hotwood’s
paying such sums shall be entry of the Judgment and the Partial Judgment and the running of any
and all applicable appeal time periods, without appeal, and the execution and performance of the
Agreement for Close of Escrow and Note Payment and the RPPA, to the extent obligations
thereunder have then accrued and that the Agreement is and remains legally effective and
operative. The Town shall endorse and forward each such check upon receipt from Hotwood to
Zellner by first class mail, postage pre-paid, within five (5) days of the Town’s receipt of such
checks. The Town shall further pay Sophronia Zellner an additional $75,000.00, in three annual
payments of $25,000.00 each. The first installment shall be due thirty-one (31) days after the
Effective Date of this Agreement, and subsequent installments shall be made on or before the
first and second anniversaries of such date, provided however, the only conditions precedent to
the Town’s paying such sums shall be entry of the Judgment and the running of any and all
applicable appeal time periods, without appeal and the execution and delivery of this Agreement.

11.  Remedies, Non-Excuse of Obligations. Upon this Agreement becoming effective,
including the final Judgment and Partial Judgment being entered in the Arizona Action and
becoming final, a default in performance due Hotwood from the Town and vice versa shall not
excuse or release performance by the Town or Hotwood pursuant to paragraph 10 above. By
way of example, while the Town’s failure to make one or more of the $43,333.00 deposits set
forth in paragraph 9.B. shall be a default and a breach of this Agreement between the Town and
Hotwood, it will not excuse Hotwood’s payments or the Town’s payments pursuant to paragraph
10 and while Hotwood’s failure to abide by the operation limitations may be a default or breach
between Hotwood and the Town, it will not excuse the Town’s payments to Zellner. Likewise, a
breach or default of the obligations by Zellners to the Town shall not excuse the Town’s
obligations to Hotwood and a breach by Zellners of any obligations to Hotwood shall not excuse
Hotwood’s obligations to the Town. When any provision of this Agreement specifically limits
the remedy for the breach or enforcement of an obligation or future performance then such
remedy(s) shall be the only remedy available for that breach or enforcement. No breach by any
party shall impair the terms and effect of the Judgment and Partial Judgment entered in the
Arizona Action. Notwithstanding the foregoing provisions of this Section 11, if the obligations
of the parties under Section 4 of this Agreement are determined to be not enforceable by a court
of competent jurisdiction, all other obligations under this Agreement shall terminate. The
Zellners are not subject to the provisions of paragraphs 7, 8, and 9 of this Agreement, and no
cause of action against the Zellners is created thereby. The Town and Hotwood covenant not to
sue the Zellner Entities on account of the breach of paragraphs 7, 8, and 9. Upon the close of
escrow pursuant to the ACE, the property shall be burdened by the provisions of paragraph 8 of
this Agreement.

12. Non-Admission. Nothing provided herein shall constitute an admission by any
party hereto, or a release or modification of any rights and remedies of the parties, except as may
be consistent with the terms hereof The primary purpose of this Agreement is to settle the
dispute as to the lawful use of the Property and each lot thereof, which will also allow Hotwood
and the Zellner Entities to conclude their agreement.



13.  Counterparts and Copies. This Agreement may be executed in two or more
counterparts and each counterpart, when executed, shall be deemed an original, and all such
counterparts taken together shall constitute one agreement binding on all of the parties. For all
purposes, extra duplicate and unexecuted pages of the counterparts may be discarded and the
remaining pages assembled as one document. It is not necessary that each party execute the
same counterpart so long as identical counterparts (except as to pagination) are executed by all
parties. The submission of a signature page transmitted by facsimile (or similar electronic
transmission facility) shall be considered an “original” signature page for purposes of this
Agreement. Facsimile signatures of this Agreement shall be as fully effective as original
signatures. Each party signing this Agreement by facsimile signature agrees to furnish a copy
bearing an original signature of the party to the other signatories, but the failure to do so shall not
affect the binding force and validity of any facsimile signature.

14.  Advice of Counsel. Each of the Parties hereto warrants that they have consulted
with their attorneys concerning this Agreement and all matter covered by it, that they have been
fully advised by their attorneys with respect to their rights, and that with respect to the execution
of this Agreement, that they have executed this Agreement after securing the advice of their
attorneys. The Parties have cooperated in the drafting and preparation of this Agreement.
Hence, no presumption in favor of or against any party shall apply to the construction of this
Agreement.

15.  Non-Modification. It is expressly understood and agreed that this Agreement may
not be altered, amended or modified except by a writing executed by all Parties.

16.  Knowing and Voluntary Execution. The Parties hereto acknowledge that they
have carefully read the foregoing Agreement, know and understand all of its terms, and
voluntarily execute the same with fully knowledge of the consequences thereof The
undersigned warrant their authority to execute this Agreement on behalf of any entity on behalf
of which they are executing.

17.  Further Acts and Cooperation. Each party hereto agrees to promptly and as
expeditiously as possible carry out and execute their respective responsibilities under the terms
of this Agreement and to execute any and all documents which may be necessary form time to
time in the future to implement the terms of this Agreement. The Parties hereby acknowledge
and agree that they shall cooperate in good faith with each other as contemplated by this
Agreement, in order that each Party may obtain the full benefit of this Agreement.

18.  Binding Effect.

A. To the fullest extent permitted by law, and upon execution hereof by the parties
this Agreement shall be binding upon and inure to the benefit of the parties and their successors,
beneficiaries, representatives, assigns, trustees and heirs and shall be binding upon all third
parties that they represent or who are in privity with them, and including their members, officers,
employees, agents and, as regards the town, its citizens and present and future owners of real
property within the Town.
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B. Notwithstanding anything to the contrary, this Agreement and the requirement for
compliance with it shall be binding upon and shall inure to the benefit of the parties and their
successors, assigns, representatives, heirs, beneficiaries and trustees upon the full execution of
this Agreement by the parties. The binding effect, and the right to enforce this Agreement and
the right to obtain the benefits of this Agreement are subject to the provisions of Section 18.C.
below.

C. The binding effect of this Agreement shall terminate and it shall be of no further
force and effect if and when, through no voluntary action or any inaction by the parties which
would be in conflict with the terms hereof: The Court should fail or refuse to execute the
Judgment or Partial Judgment, with or without non-substantive changes by the Court which shall
be subject to approval by the parties and which approval shall not be unreasonably withheld; or if
this Agreement or the Judgment or the Partial Judgment are rendered ineffective or non-
operative or set aside by appeal or otherwise. Should the binding effect of this Agreement
terminate consistent with the foregoing then: no party shall be bound by the factual or legal
statements in this Agreement, the Judgment, the Partial Judgment, or Stipulation for Entry of
Judgment Pursuant to Stipulation and none of such documents or any portions thereof shall be
admissible regarding the merits of the claims and defenses in either the Arizona Action or the
California Action pursuant to Rule 408 Arizona Rules of Evidence and this Agreement.

19.  Integration. This Agreement states the entire agreement among the Parties who
have executed this Agreement and supersedes their prior agreements, negotiations or
understandings, except that the PSA and other instruments and documents related thereto
including but not limited to the Seller’s Representations, RPPA, Lease, and the Promissory Note
payable by Hotwood shall remain in full force and effect except as modified in the separate
Agreement for the Close of Escrow and Note Payment between Hotwood and Zellners. Each of
the Parties acknowledges and agrees that no other party, nor agent, nor attorney of any of the
parties have made any promise, representation, or warranty, express or implied, not set forth in
this Agreement and the documents referred to herein. Each party signing this Agreement
acknowledges that such party has not executed this Agreement in reliance on any promise,
representation, conduct, or warranty of any other Party or their attorneys or agents which are not
expressly set forth in this Agreement. The terms of this Agreement are contractual and not a
mere recital.

20.  Default. Failure or unreasonable delay by any party in the performance of any
term or provision of this Agreement for a period of ten (10) days after written notice thereof
from another party shall constitute a default under this Agreement. If the default is of a nature
which is not capable of being cured within ten (10) days, the cure shall be commenced within
such period, and diligently pursued to completion. The notice shall specify the nature of the
alleged default and the manner in which the default may be satisfactorily cured. Except as
otherwise provided herein, in the event of a default hereunder by any party, the non-defaulting
party shall be entitled to all remedies at both law and in equity, including, without limitation,
specific performance and the right to perform the obligation(s) of which the defauiting party is in
default and to immediately seek reimbursement from the defaulting party of all sums expended
in order to cure such default, together with interest on all such sums from the date said sums are
expended by the non-defaulting party for the purpose of curing the default to the date such sums
are paid in full.

11



21, Attorneys’ Fees and Costs.

A Except as otherwise provided herein, each Party to this Agreement shall bear its
own costs, expenses, and attorneys’ fees, whether taxable or otherwise, incurred in, arising out
of, or in any way related to the matters released herein.

B. The prevailing Party or Parties (as determined by the Court or other relevant
authority) in any action to enforce, this Agreement shall be entitled to recover its reasonable
attorney’s fees, experts’ fees, costs and other disbursements of counsel.

22.  Representations and Warranties of the Parties Regarding Authority, Capacity, and
Negotiation Process. The Parties make the following representations and warranties with the
understanding that each other Party hereto enters into this Agreement in reliance upon each of
these representations and warranties, and that without these representations and warranties, no
Party would enter into or consent to, this Agreement:

A Each Party represents and warrants that it has not sold, transferred, conveyed,
assigned, hypothecated or subrogated any of the rights, defenses, claims or causes of action
released in this Agreement, and hereby expressly waives all rights it has or may have to do so,
except as expressly provided herein.

B. Each party represents and warrants that it has been fully advised by its attorney,
concerning the effect and finality of this Agreement contained herein, and that the Party
understands, without reservation or doubt, the effect and finality of this Agreement.

C. Each of the signatories hereto warrants and represents that he or she is competent
and authorized to enter this Agreement on behalf of the Party for whom he or she purports to

sign.

23.  Conflict of Interest. Pursuant to Arizona law, rules and regulations, no member,
official or employee of the Town shall have any personal interest, direct or indirect, in this
Agreement, nor shall any such member, official or employee participate in any decision relating
to this Agreement which affects his or her personal interest or the interest of any corporation,
partnership or association in which he or she is, directly or indirectly, interested. This
Agreement is subject to cancellation pursuant to AR S. § 38-511.

24.  Notices. All notices, approvals, and other communications provided for herein or
given in connection herewith shall be validly given, made, delivered or served, and delivered
personally or sent by nationally recognized courier (e.g., Federal Express, Airborne, UPS), or by
United States mail, certified with return receipt requested, to:

If to the Town: Town of Camp Verde
473 S Main St
Camp Verde AZ 86322
Telephone: 928 567-6631
Fax: 928 567-9061
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With a copy fo: William J. Sims, IIT
Moyes Sellers & Sims
1850 N. Central Ave., #1100
Phoenix, AZ 85004
Telephone: (602) 604-2141
Fax: (602) 274-9134

If to the Zeller Entities: Sophronia Zellner
216 Nesting Glade
Depoe Bay, Oregon 97341

With a copy to: Robert L. Earle
Earle & Associates
P.O. Box 3870
Sedona, AZ 86340
Telephone: (928) 282-5519
Fax: (928) 282-5977

If to Hotwood: California Hotwood, Inc.
5920 E. Live Oak Rd.
Lodi, CA 95240
Telephone: (209) 333-5480
Fax: (209) 333-7008

With a copy to: Daniel A. McDaniel
Nomellini, Grilli & McDaniel
Professional Law Corporations
P.O. Box 1461
Stockton, CA 95201-1461
Telephone: (209) 465-5883
Fax: (209) 465-3956

Thomas P. Kack

Musgrove, Drutz & Kack, P.C.
1135 Fron Springs Road

Post Office Box 2720
Prescott, AZ 86302-2720
Telephone: (928) 445-5935
Fax: (928) 445-5980

Any Party may change the address at which the Party is to receive notice by providing notice
of the address change to the other Parties pursuant to this section. Notices, approvals and other
communications provided for herein shall be deemed delivered upon personal delivery, within
twenty-four (24) hours following deposit with a nationally recognized overnight courier, or within
five (5) business days following deposit with the United States mail, certified with return receipt
requested, as hereinabove provided, prepaid and addressed as set forth above.
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25. Goveming Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Arizona. Any action filed regarding this Agreement or
damages for breach of the same shall be filed in the Superior Court of Yavapai County, Arizona.
The Town enters this Agreement as an administrative action and it does so pursuant to its general
authority to dispute and settle disputes and pursuant to ARS §§ 9-240, 9-276, 9-462 et seq
including 9—462.02 and §9-500.05 as to development regarding Hotwood’s constitutionally
protected right to continue a non-conforming use. This Agreement does not abrogate Hotwood’s
right to abandon a non-conforming use of the property as a Wood Yard.

26.  Waiver. No waiver by any Party of any breach of any of the terms, covenants or
conditions of this Agreement shall be construed or held to be a waiver of any succeeding or
preceding breach of the same for any other term, covenant or condition herein contained.

27. Limited Severability. The terms of this Agreement shall be construed and
interpreted in a fashion that allows all terms hereof to be effective. The Parties each believe that
the execution, delivery and performance of this Agreement is in compliance with all applicable
laws. However, in the event that any phrase, clause, sentence, paragraph, section, article or other
portion of this Agreement is declared void or unenforceable (or is construed as requiring the
Town to do any act in violation of any applicable laws, constitutional provision, law, regulation,
or valid provisions of Town Code), so long as the same does not materially affect the use of the
Property as a Wood Yard, and does not materially affect the benefits to any party accruing from
this Agreement, such provision shall be deemed severed from this Agreement and this
Agreement shall otherwise remain in full force and effect; provided that this Agreement shall
retroactively be deemed reformed to the extent reasonably possible in such a manner so that the
reformed agreement (and any related agreements effective as of the same date) provides
essentially the same rights and benefits (economic or otherwise) to the Parties as if such
severance and reformation were not required. There shall be no reformation in the event of the
inability, upon full performance of this Agreement, to utilize all the Property as a Wood Yard.
The Parties further agree, in such circumstances, to do all acts and to execute all amendments,
instruments, and consents necessary to accomplish and to give effect to the purposes of this
Agreement, as reformed.

28.  Recordation of Agreement. This Agreement is entered into in settlement of a
dispute regarding real property and this Agreement shall be recorded in the Official Records of
Yavapai County, Arizona, after its approval and execution by the Town.

29. No Third Party Beneficiaries. There are no third party beneficiaries to the
Agreement, and no person or entity not a Party will have any right or cause of action.

30. No Agency Created. Nothing contained in the Agreement will create any
partnership, joint venture, or agency relationship between the Parties.

31.  Apology. The Town shall provide a letter of apology in the form attached as
Exhibit 1 to the Zellner family, the neighbors surrounding the Property and the citizens of Camp
Verde Arizona. The Town shall provide a letter of apology to Hotwood in the form attached as
Exhibit “2”.
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32.  Titles. The titles and headings provided for in the numbered sections of this
Agreement are provided for convenience and shall not effect or alter the interpretation or
enforcement of this Agreement.

33.  Strict Performance and Time of the Essence. Strict performance is required as to
each and every term of this Agreement and time is and shall remain of the essence herein.

TOWN OF CAMP VERDE

By. MM

Bob Burnside, Mayor

STATE OF ARIZONA )
SS.

)
County of Yavapai )

On this, the /9 day of %M_, 2010, before me a notary public, Bob Burnside, the

undersigned officer, personally appeared, satisfactorily proven to be the person whose name is
subscribed to the within instrument, and acknowledged that he executed the same, as Mayor of
the Town of Camp Verde, Arizona, for the purposes therein contained.

In witness hereof, I hereunto set my hand and official seal.

My Commission Expires:)A%(‘ 13,203 @dﬁﬂwd &/L@rj

Notary Public

ATTEST:

N 7 Yavapai Coypt
> y
@&bﬂ/}/{ M) ¥ Comm. Expires Sep 13, 2013

Town Clerk

DEBORAH A, BARBER
Notary Public - Arizona

Approved:

William Sims ITI, Town Attorney
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32.  Titles. The titles and headings provided for in the numbered sections of this
Agreement are provided for convenience and shall not effect or alter the interpretation or

enforcement of this Agreement.

33.  Strict Performance and Time of the Essence. Strict performance is required as to
each and every term of this Agreement and time is and shall remain of the essence herein.

TOWN OF CAMP VERDE

By: W/WWM/ =

Bob Burnside, Mayor

STATE OF ARIZONA )
) ss.
County of Yavapai )

On this, the [‘3_ day of [{lusyrad , 2010, before me a notary public, Bob Bunside, the
undersigned officer, personally appeared, satisfactorily proven to be the person whose name is
subscribed to the within instrument, and acknowledged that he executed the same, as Mayor of
the Town of Camp Verde, Arizona, for the purposes therein contained.

In witness hereof, I hereunto set my hand and official seal.

/4 ¢ 13 2003 _@i /xﬁY}?(Z}?L/{' : &ZII/«QUL/

My Commission Expires:}‘ 0
Notary Public
ATTEST: '
DEBOAAH A, BARDER

“ Notary Publlc  Arizong
M i i [%A \""'ﬂp_af County
L Lyt / { LA /’):ZA) n. Expires Sep 13, 2013
Town Clerk T~
Approved:

Williamn Sims ?@n Attorney




