
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 CAUFORNIA
HOYWOOD, 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 "Zellner Woodlot; II 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
ExhibitA.

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

a~'-fr-
Bob Burnside, Mayor ;1 ~ Ifl~·2 DID

Attest:

(~. ,'" &
~lk4}LJ1t2li fl. ~~h/ ..) /

Deborah Barber, Town Clerk
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[EXCHANGED PURSUANT TO SETTLEMENT DISCUSSIONS UNDER EVIDENTIARY RULE 4081

August24,2010

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

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

While I recognize that the settlement 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, I 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,

a~
~~mside
Mayor

Handicap Relay: Voice: 1-800-842-4681 • TDD: 1-800-367-8939

----- --------- -- -- ------ - --- - - - -- ----
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COMPROMISE and SETTLE:MENT
AGREEMENT

TInS 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 C'Town"), California Hotwood, Inc., a California corporation which does business as
Canyon Wood Supply ("Hotwood"), Sophronia Zellner, a single woman C'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, CONDmON 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 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 62"), 404-02-065 ("Lot 65"), 404-02-066
("Lot 66"), 404-02-067 ("Lot 6T1, 404-02-068B ("Lot 68B") and 404-02-069 ("Lot 69"), 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. Botwood, 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 Botwood
and a Real Property Purchase Agreement ("RPPA") for the purchase by Hotwood ofthe Property
from Jerry Zellner and the Zellner Entities on or about January 31,2007.
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COMPROMISE aDd SEITLEMENT
AGREEMENT

TIllS COMPROMISE and SETTLEMENT AGREEMENT ("Agreement~'smade 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"1 Sophronia Zellner, a single woman ("~er"), Dad's
Wood Supply, LLC., an Arizona limited liability company formerly known yon Wood
Supply, LLC ("Dad's"), the Zenner Living Trust ("Trust"); and JerSo Inv L.L.P, an
Arizona limited liability partnership ("JerSo"), (all collectively the '<Partie " effective
as of the Effective Date set out below. Zellner, Dad's, Trust and J, to
collectively herein as the "Zellner Entities." ()

THE PARTIES RECITE, COVENANT, CONDmON E

RECITALS 0
A For many years the Zellner Entities or~mo ~ and their predecessors

operated a commercial log, wood, and wood by- e, cutting, splitting, packaging,
chipping, shipping and sale (wholesale and' 0 utilizing various methods,
equipment, and vehicles (all of which activiti and uses ectively hereinafter referred to
as a "Wood Yard") on real property located a ock Road in Camp Verde, Arizo~ Yavapai
County Assessor's Parcel Numbers 404-02-062" 62"), 404-02-065 ("Lot 65"), 404-02-066
("Lot 66"), 404-02-067 ("Lot 67"), 404-0~ 68B") and 404-02-069 ("Lot 69"), all
collectively referred to as the "ProPem''' e cularly and legally described in Exhibit
..N' attached hereto and madeh~. ed in approximately 1966 with such use of
Lots 62,65, and 66.

B. The Yavapai Co . e authorized the use ofLots 62, 65, and 66, and
was interpreted by Yawp' the expansion to Lots 67 and 68B for commercial
purposes for use as a Zellner Entities prior to the date of the Town's
incorporation on~ , 1 6.

C. Upon e Town's Community Development Director (and who was
the Town's "Zo . 'as that title is defined in ARS §9-462), on or about 1998 and
in reliance U Ejh the Zellner Entities purchased parcel (Lot "69") and commenced
using it for elln ities• Wood Yant business.

e Zellner Entities, and Jerry Zellner entered into a Purchase and Sale
.eIlJ-~'~'A:.:vgr the purchase of the Canyon Wood Supply business assets by Hotwood
.~)~ie¢yPurchase Agreement (''RPPA''') for the purchase by Hotwood ofthe Property

~lli1etand the Zellner Entities on or about January 31, 2007.
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1. Previous to the sale~ts ~, and 68B to Botwood, the Zellner Entities
utilized all ofLots 62, 65, 66, 67, 68B"~ 9 rood Yard, and such use has been continued
by Hotwood without interruption si~~~itKl.dpurchased and leased the subject Property and
pmchased the business.

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 suc~e would be
allowed to continue upon the sale or transfer ofthe Property. ~

F. Hotwood has already taken delivery and ownership of the bu~SS 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 ~i_ Dad's
("Note"), for and on account of a part of the purchase price set forth· ~~;yJuly I,
2009, a payment plus accrued interest was due on the Note. H c~ payment was
not paid due to the dispute with the Town concerning thePr0JQ2' s the validity
ofthat claim (\

H. On or about June 27,2007, Trust, JerSo and ~ er ("Lessors") entered
into that certain written Real Property Lease C'L ')~with00d whereby Lessors leased
Lots 67 and 69 to Hotwood for a term of -' (26) onths, to enable Hotwood's
possession of Lots 67 and 69 pending the completi 0 chase of Lots 67 and 69 by
Hotwood.

I. Pursuant to the RPPA, Hotwood e Zellner Entities agreed that the close of
escrow for Yavapai County parcel numbers v,..-u .....'_ 404-02-69 would be on June 3, 2009.

K. The To that Hotwood may not lawfully use the Property
including the parcels aI(e8<lY'Pu:(ChI~ by Hotwood from Trust. Zenner. Jerry L. Zellner. and
Jerso pmswmt to the a Wood Yard due to the residential zoning ofthe Property
and the parcels. A .s ' garding the permissible use of the Property and particularly
Lot 69 as a Wood Ding Dispute"). whether such use complies with the Town
Zoning Code, d se of the Property by Hotwood for a Wood Yard is a legal non-
conforming (so es referred to as a "grandfathered use") that is appurtenant, may
continue, the and is freely transferable.

__~..._ through its zoning administrators has commenced administrative
pro~~~~am~ the Zellner Entities and Hotwood. .

The Zellner Entities have filed a Complaint and an Amended Complaint in
Superior Court, Case No. CV82008-0289, (the "Arizona Action") arising out of" .;

u e. Hotwood intervened and filed its own complaint and said action is now pending,
"W'lmooJ:Kit~'n shall be included in the term "Arizona Action."
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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 coIiceming
Lot 69. As a result. the use ofLot 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.

O. '!'be Court in the Arizona Action additionally fuuDd as fuDows: &
Yavapai County established zoning in 1968. Detai~1

zoning for the Camp Verde area was established in Septem
1910. Thus, land uses established before September 19~~
considered legal non-confonning uses. Land uses establi er
September 1910 had to meet the zoning regulations in
time.

It is undisputed that Zellners utilized all ofLots 62.6~a 0 Yard prior to
September 1910 and that use was, a legal non-conforming dfj ) and the Court
found and ordered that a 2000 decision of the To oard of Adjustments
("BOA") approving expansion of the Wood Yard u nto was legally subject to Res
Judicata effect and that such lot was, thus, subject legal 0 -confonning use as a Wood
Yard. A Partial Judgment consistent with the fore'· ed hereto as Exhibit "B"
("Partial Judgment") and it shall be submitted the Co

P. The Court clarified in a later there appeared to be a dispute as to Lots
61 and 68B such that it could not then reo eot that such lots life subject to a
legal non-conforming use as a Wood Y 0 e evidence presented to the Court at the

~e. <>~/
Q. The Townagreesgtha . County Zoning Code as then applicable and as

interpreted by Yavapai County all ers' expansion of the use as a Wood Yard onto
Lots 61 and 68B in the 1 ' s . out necessity for any formal or informal approval or
action by Yavapai C e ·on was less than a one hundred percent (1()0°l'o) in
area and was upon con . The Town agrees that the applicable Yavapai County
Zoning Code co . r or requirements to obtain approval ofsuch expansion.

~roteV,.Hotwlood bas not completed the purchase under the RPPA of
Z~Il~disI~:sthat Hotwood was entitled to withhold performance. Hotwood

o . to compel the Zellner Entities to arbitrate the entitlement of
extensi n der the RPPA, PSA, and Note in the Superior Court of California
)\qiotf'y" and said action is now pending. Hotwood and the Zellner Entities

agn~tQ eir dispute by a separate Agreement for Close of Escrow and Note
subject to the express condition of this Agreement being made and effective,
final Judgment Pursuant To Stipulation as set forth in paragraph S below,

perty but, otherwise, the terms of that agreement are not a part of this
are not incorporated herein.

3
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S. The Parties agree that the use ofthe Property as a Wood Yard was and is a legal
nonooCOnforming 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:~YO provide
greater certainty regarding the rights to use of the subject Property. The ~"'j specifically
intend that this Agreement and the Judgment shall be binding upon each p , each party's
privies, and all persons and entities represented by each party including the p ,s respective
officers, directors, trustees, beneficiaries, trustees, members, sharehold .sees and
franchisors, attorneys, principals, successors, predecessors and, in p . Town's
citizens, residents and property owners to the extent permitted by law.

T. Jerry L. Zellner is now deceased, and Zellner is the sbC~'s:sm:!tg!

Jerry L. Zellner in the properties 8nd agreements referred toher~'

NOW THEREFORE, in consideration of the mutual ~s expreSsed herein, it is

agreed as follows: ~
AGREEMENT 5)

1. Effective Date. This Agreem~haIlb . ding and effective when signed
contemporaneously by all of the Parties and dgment and the Partial Judgment have been
signed by all of the Parties (the "'Effective D ". This Agreement is conditioned upon the
contemporaneous execution of the Agreem~ of Escrow and Note Payment by the
Zellner Entities and Hotwood. Each party t&~s ent covenants and agrees not to appeal,
seek to vacate or set aside, orOth~~ the Partial Judgment and the Judgment.

2. InCOIpOration. All of . set forth above are true, correct, and made a part
ofthis agreement by this reference

3. !;;Co9Jnfirmmml1at1~' ~~~~~m!ng.JU~s~e,. The Parties agree that the weight of the
evidence demonstrates 0 62,65 and 66 for Wood Yard pmposes commenced in
1966 and bas continu terruption. The expansion onto Lots 67, and 68B for Wood
Yard purposes by th . 'es occurred in 1b.e early 1970's, well prior to the date of the
Town's incorporation , 1986, and such use has continued to date without interruption.
The Yavapai e as then applicable and as interpreted by Yavapai County allowed
such use and 0 any formal or infonnal application to Yavapai County and without
any formal roval by Yavapai County. Zoning Administrator Lau testified he
investigated the use of the property then owned by Zellners in 1998, Lots 62, 65,66,
67 and 68B, e eel expansion ofsaid use to Lot 69. Such lots were all being used for a
Wood Y e expansion was presented to and upheld by Administrator Roberts and, later, the
BOA . Superior Court has determined that the expansion by one or more of the Zellner
.&btl~ _-.... ,W Yard use to Lot 69 was a lawful expansion. Pursuant to this Agreement, the

8El'lee5'-IDe use of the Property for Wood Yard pwposes is a lawful non-amforming use that
e land and is appurtenant to the Property, and the right to such use does not cease or
on the sale, release or transfer ofthe Property or any portion thereofor interest therein.

4



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 fran' , and all
others related in any way to any of them, do hereby release, acquit and fo er barge the
Town, and each of its agents, attorneys, assigns, employees, departments, 0 s, directors,
shareholders, principals, successors, and nominees of; for, from and against an d all claims,
actions, causes ofaction, demands, damages, costs, loss ofprofits orservice~e' fees,
expenses and compensation of any kind and nature, known or unknown, .c of them,
jointly or severally, now have or may hereinafter accrue which aris the'd Arizona
Action and the facts that formed the basis ofthe claims ofthe Zellner' . .

B.The Zellner Entities for themselves, jointly and , an on behalf of their
respective agents, trustees, assigns, employees, officers, pri i~ beneficiaries.
successors, predecessors, nominees, licensors and licens fr c~ franchisees, and all
others related in any way to any of them, do here re se; • and forever discharge
Hotwood, and each of its respective agents, trust , §?,asSigns, employees, officers,
directors, shareholders, principals, successors and no' s of; from and against any and all
claims, actions, cauSes of action, demands, damages, ~ f profits or service, attorneys'
fees, expenses and compensation ofanykind~ or unknown, which any ofthem,
jointly or severally, now have or may herein e which arise from the Arizona Action or
are in any way related to the facts that formed e is of the claims of the Zellner Entities
therein.

C. Hotwood for themsel~ '0 ~ arately, and on behalf oftheir respective
agents, trustees, assigns, employees, 0 • . als, members, beneficiaries, successors,
predecessors, nominees, licensors Ii s, franchisors and franchisees, and all others
related in any way to any ofthe e lease, acquit and forever discharge the Town, and
each of its attorneys,~, 1 s, departments, officers, directors, shareholders,
principals, successors 0 d from any and all claims, actions, causes of action,
demands, damages, a ts or service, attorneys' fees, expenses and compensation
ofany kind and own, which any ofth~ jointly or severally, now have or
may hereinafter e Wi •en . from the Arizona Action and facts that formed the basis of
the claims ofB .

D.~ themselves, jointly an.d separately. and on behalf of their respective
agents, tru ass~\Jemployees, officers, principals, members, beneficiaries, successors,
predecessors, o' licensors and licensees. franchisors and franchisees, and all others
related in any of them. do hereby release, acquit and forever discharge the Zellner
Entities of their respective agents, trustees, attorneys, assigns, employees, officers,

h principals, successors and nominees ot: for, from and against any and all
~~,s)causeS ofaction, demands, damages, costs, loss of profits or service, attorneys'

exp_es and compensation ofany kind and nature, known or unknown, which any ofthem,
J' Iy , era1ly now have related to claims for breach or defiw1t under the PSA and RPPA as
e~ the zoning of the Wood Yard or arise from the claims or defenses asserted in the

ArizOna Action.
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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 releajK\~uit and
forever discharge the Zellner Entities and Hotwood, and each of them, ~~ of their
respective agents. attorneys, assigns, employees, officers, directors, shareh~ry, principals,
successors and nominees ot: for, from and against any and all claims, actions, ses of action,
demands, damages, costs, loss ofprofits or service, attorneys' fees, expenses an mpensation
ofany kind and nature, known or unknown, which any ofthem, jointly or ow have or
may hereinafter accrue which arise from or are in any way related to the na dian or
the filets that formed the basis of tile Town's assertions or defenses to e c 0 Zellner
Entities and Hotwood therein. ()

F. Each Party recognizes that it may not now fully ber, nature, and
magnitude of all claims it now has or in the future may have . released as set
forth above but nevertheless, except as otherwise provid to assume the risk that
it is releasing such unknown claims. Each Party ent is a full and final
release ofsuch claims and is a IiJrther consideration~ fucthe setl1ement.

G. Each Party acknowledges that a mat . 's Agreement is the deliberate
extinguishing of any ofits claims which are so that there is no possibility of
future claims by the Parties of the type de 'lj and released above except as provided in
Section 4.H and Section 4.1. Each Party assumes e' that it has sustained damages that may
not have manifested themselves and that e wn. Each Party also understands
and agrees that if the facts with re u~· . Agreement is executed and the releases
herein provided for are made, are fo eub other than or different from the facts now
believed by it to be true, it expressly ac sumes the risk: of such possible differences in
facts and agrees that this Agr~ and remain effective notwithstanding such
difference in facts.

H. Nothing O~ I be construed as waiving or releasing claims by
Hotwood or the Zel . against each other, for performance of the PSA, the
Promissory Note, the PA, as modified in the Agreement for Close ofEscrow
and Note Payment (' claims relating to or arising from the zoning dispute.

eal!ies'-seE forth above are not intended to release and do not release any
bligations, and agreements arising from, created by or set forth in this

~~!!:::t!mr[QYlval!ll. This Agreement is subject10 review and approval by the Town
ment is not so approved on or before August 18, 2010, it shall be null and

I.
party from e
Agreement.
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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 theirsi~ thereto.
If this Agreement is and remains operative and effective 45 days after the ~~~ Town's
Council approves of this Agreement by a formal executed Resolution, then th S· .on and
the Partial Judgment and the Judgment shall immediately be filed with the Co the Arizona
Action and, if this Agreement does not remain operative and effective. then Stipulation,
Partial Judgment and Judgment shall not be filed with the Court and this and the
Agreement for Close ofEscrow and Note Payment shall be null and void. end and
agree that, to the fullest extent permitted by law, the Judgment to n shall be
binding upon and have preclusive effect (collateral estoppel effi d Ii effect)
regarding the lawfully confOIming use ofthe Property, and shall be b and applicable
to the Parties and the .Parties' successors, heirs. asS1?@gns"empIOYees.
shareholders, members, beneficiaries, trustees, the town's .. ~ e and future
owners ofproperty in the Town whether or not suOOpers si e~ e Town.

Hotwood and the Zellner Entities have su ed tb artial Judgment based upon
various rulings made by the Court in the Arizona e arties agree that the Partial
Judgment fairly reflects the rulings ofthe Court, that will file no objections to the
same and that if they have not already~o0 they execute the Partial Judgment as
approved as to form and content. That P . u eDt is not superseded by nor is it merged
into this Agreement or the Judgment Pursuant To' non. The Partial Judgment shall remain
effective and enforceable bothindependent~ unction with the Judgment Pursuant to
Stipulation. 0 0

7. Business License. Wi~~ days following the Effective Date of this
Agreement, the Town shall issue~n~se to Botwood pursuant to Article 9-3 of the
Town Code for use of the Propcnr~~ ofthe Lots 62, 65, 66, 67, 68B, and 69 as a Wood

Yard. () "'':::Y
8. Wood y: C es. Use of the Property as a Wood Yard by

Hotwood after close 0 ts 67 and 69 pursuant to the ACE shall be subject to the
following conditions:

operations shall not commence until the earlier ofone (1) hour

.mitations set forth in A and B above shall not apply to work that does not
or excessive traffic, in-office work, the inventoJY 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 ofthe Property shall be the right ofthe Town to enforce compliance by injunction. No
violation or violations of this paragraph 8 shall resuh in a termination of the legal non
conforming use ofthe Property as a Wood Yard, nor shall any violations or DUDlb~violations
resuh in the limitation ofthe futme use ofth.e Property as a Wood Yant ~ J

9. Waterline: The Town shall cause to be constructed and install~the Town's
eKpense a water line extending to the north property line ofLat 69 and a fire hyd as follows:

A. The Town shall install the water line to provide waler setlliceMO
Property, and install the fire hydrant at or about the intersection ofthe n,Qftl~~~,liIl!

69 and Murdock Road, for benefit ofthe Property, and to promote the Q.~mt;'W'E~faJ~JLJI

of adjacent and nearby property owners. The water line shall be not I s diameter and
shall have sufficient capacity, including pressure, to serve the~., d all properties
in the area of the Property that may be reasonably anticipated o.~ 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 responst e ing construction of the water
line and hydrant and shall deposit a total of $ 0,000., e at the rate of $43,333.00 per
year, commencing with the first quarter ofth 's 2010-2011 fiscal year and payable in the
same quarter ofthe Town's 2011-2012 and the z;: 13 fiscal years into in a separate account
with such funds dedicated and restricted to u ~ect water line and hydrant. The Town
bas estimated the cost of said improvement l~ ,000.00, and by this Agreement Hotwood
is effectively funding that amount n (tgt g $75,000.00 by joint check to the Town
and Sophronia Zellner as set forth in , and by relinquishing its claims against the
Town for attorney's fees and costs 30,000.00. The additional $55,000.00 allocated
to the cost of the improvement plus $55,000.00 equals $130,000.00) is thus
contributed by Hotwood 1W)vay 8 its attorney fee claim, and without any further
payment by Hotwood. iil"(,~ own fail to install the water line then Hotwood shall
have, in its discretion, e' er: (i) be paid by the Town the sum of 5130,000.00 plus
interest thereon at the Effective Date on the $55,000.00 in relinquished fees
and costs and inter rate on the $75,000.00 paid by Hotwood to the Town and
Zellners from th y otwood or (n) the right to elect to install the water line and
hydrant and ~ff Town the actual cost of the installation of the water line and
hydrant. H d er be entitled to recover from the Town reasonable attorneys' fees
and costs in eo' e Town's performance and in collecting any sums due under this
paragraph 9.

~c~)()d shall be responsible for the costs of anyon-site improvements to the
Pft~~j~ connection to the water line, and shall be responsible for the costs ofsetting a

d y water service provider charges. Hotwood shall not be responsible for any
attributable to the providing of water, including but not limited to impact fees or

. t fees charged for providing water to the Property.

8
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10. ruments to Zellners. Hotwood shall pay the total sum of $15,000.00, 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 Agreem. and the successive payments shall be paid on or before the :first and
second anniversary of such date, provided however, the only conditions preced d's
paying such sums shall be entry ofthe Judgment and the Partial Judgment and 0 ng ofany
and all applicable appeal time periods, without appeal, and the execution and p ce ofthe
Agreement for Close of Escrow and Note Payment and the RPPA, to the obligations
thereunder have then accrued and that the Agreement is and remains Ie I ective and
operative. The Town shall endorse and forward each such check upon rec 0 ood to
Zellner by first class mail, postage pre-paid, within five (5) days of~ ,s 0 of such
checks. The Town shall further pay Sophronia Zellner an additional $ ;~O. in annual
payments of $25,000.00 each. The first installment shall be due ~ days after the
Effective Date of this Agreement, and subsequent installments§Son or before the
first and second anniversaries of such date. provided however, h~ . 0 precedent to
the Town's paying such sums shall be entry of the Jud ent~ . g of any and all
applicable appeal time periods, without appeal and the on d 0 cry ofthis Agreement.

11. Remedies. Non-Excuse ofObligations. n tbi ment becoming effective,
including the final Judgment and Partial Judgment 1) •ng in the Arizona Action and
becoming final, a default in performance due~ood e Town and vice versa shall not
excuse or release performance by the Town d pursuant to paragraph 10 above. By
way of example, while the Town's failure to 0 or more of the $43,333.00 dq>osits set
forth in paragraph 9.B. shall be a default this Agreement between the Town and
Hotwood, it will not excuseHotw~ pa CfC?r Town's payments pursuant to paragraph
10 and while Hotwood's failure to abut e ope ation limitations may be a default or breach
between Hotwood and the Town, it wi the Town's payments to Zellner. Likewise, a
breach or default of the oblig~atiSy s to the Town shall not excuse the Town's
obligations to Hotwood and a br by e ers ofany obligations to Hotwood shall not excuse
Botwood's obligations to~~ any provision of this Agreement specifically limits
the remedy for the r of an obligation or future performance then such
remedy(s) shall be th a 'lable for that breach or enforcement. No breach by any
party shall impair e t eel of the Judgment and Partial Judgment entered in the
Arizona Action. N· . foregoing provisions of this Section 11, if the obligations
ofthe parties u f this Agreement are determined to be not enforceable by a cowt
of com eO0i other obligations under this Agreement shall terminate. The
Zellners are subj the provisions of paragraphs 7, 8, and 9 of this Agreement, and no
cause ofacti n 0 st Zellners is created thereby. The Town and Hotwood covenant not to
sue the Zelln ntl e n account of the breach of paragraphs 7, 8, and 9. Upon the close of
escrow to e ACE. the property shall be burdened by the provisions ofparagraph 8 of
this Agr\~.Qllmb"

on-Admission. Nothing provided herein shall constitute an admission by any
, or a release or modification ofany rights and remedies ofthe parties, except as may

",bC~)~'stprrtwith the terms hereof. The primary purpose of this Agreement is to settle the
~ute ,.s to the lawful use of the Property and each lot thereot: which will also allow Hotwood
and the Zellner Entities to conclude their agreement

9
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13. Counterparts and Coj>ies. 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~iSded and the
remaining pages assembled as one document. It is not necessary that each p cute the
same counterpart so long as identical counterparts (except as to pagination) eel by all
parties. The submission of a signature page transmitted by facsimile (or s· 1 ar electronic
transmission facility) shall be considered an "original" signature page for ses of this
Agreement. Facsimile signatures of this Agreement shall be as fully e as original
signatures. Each party signing this Agreement by facsimile signature a h a copy
bearing an original signature ofthe party to the other signatories, but the iiI to 0 hall not
affect the binding force and validity ofany facsimile signature. ()

14. Advice of Counsel. Each of the Parties hereto§ have consulted
with their attorneys concerning this Agreement and all matter ~ it, they have been
fully advised by their attorneys with respect to their rig d UI.~ spect to the execution
of this Agreement, that they have executed this Agr: . g the advice of their
attorneys. The Parties have cooperated in the . and aration of this Agreement.
Hence, no presumption in favor of or against any p shall Iy to the construction of this
Agreement.

15. Non-Modification. It is expres~stoodand agreed that this Agreement may
not be altered, amended or modified exceptb~ecutedby all Parties.

16. !{nowi and Vo E e Parties hereto acknowledge that they
have carefully read the foregoing w and understand all of its terms, and
voluntarily execute the same with edge of the consequences thereof. The
undersigned warrant their authority, e .s Agreement on behalf of any entity on behalf
ofwhich they are executing.

17. FJFurthmll~erL4~{2i:1~~~llI!1!o;mn. Each party hereto agrees to promptly and as
expeditiously as possibl execute their respective responsibilities under the terms
of this Agreement a and all documents which may be necessary form time to
time in the fut'W"e to· p terms of this Agreement. The Parties hereby acknowledge
and agree that I in good fkith with each other as contemplated by this
Agreement, . may obtain the full benefit ofthis Agreement.

18.

"1.U--IJ~Wll'est extent permitted by law, and upon execution hereof by the parties
Ag~:!J[ell¢ I be binding upon and inure to the benefit ofthe parties and their successors,

sentatives, assigns, trustees and heirs and shall be binding upon all third
p'ar~6!1{hl~1l~represent or who are in privity withth~ and including their members, officers,

s and, as regards the town, its citizens and present and future owners of real
}H:pPeI1ty)vVlthin· 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 exeartion of
this Agreement by the parties. The binding effect. and the right to enforcethi~ent and
the right to obtain the benefits of this Agreement are subject to the provisions ·on 18.C.
below.

C. The binding effect ofthis Agreement shall terminate and it shall~of no :further
force and effect if and when, through no voluntary action or any inaction ~¥es which
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 t .ch shall
be subject to approval by the parties and which approval shall not be lei; or if
this Agreement or the Judgment or the Partial Judgment are ren e ective or non-
operative or set aside by appeal or otherwise. Should the b· . this Agreement
terminate consistent with the foregoiJig then: . no party shall :~d al or legal
statements in this Agreement, the Judgment, the Partial ~ ation for Entry of
Judgment Pursuant to Stipulation and none of such d IIts 0 ortions thereof shall be
admissible regarding the merits of the claims and d se~ ~~er .the Arizona Action or the
California Action pursuant to Rule 408 Arizona Rules ~)md this Agreement.

19. Integration. This Agreementg ent among the Parties who
have executed this Agreement and sup their priOf agreements, negotiations Of
understandings, except that the PSA and oth· ments and documents related thereto
including but not limited to the Seller'sReg& PA, Lease, and the Promissory Note
payable by Hotwood shall remain' full tl, tIect except as modified in the separate
Agreement for the Close ofEscrow between Hotwood and Zellners. Each of
the Parties admowledges and _ ~~ party, DOT agent, nor attorney of any of the
parties have made any promise. ~orwarranty. express or implied, not set forth in
this Agreement and the docum refi d to herein. Each party signing this Agreement
acknowledges that such ~ this Agreement in reliance on any promise,
representation, conduct. other Party Of their attorneys Of agents which are not
expressly set forth in· ee The terms of this Agreement are contractual and not a
mere recital.

J)ej~tyJ~ai1~ or unreasonable delay by any party in the performance of any
"........aa"" AglJe'emlent for a period of ten (10) days after written notice thereof

nstitute a default under this Agreement. If the default is of a nature
able 0 b' cured within ten (10) days, the cure shall be commenced within

such period, . . e y pursued to completion. The notice shall specify the nature of the
alleged~'Q e manner in which the default may be satisfactorily cw-ed. Except as
Oth~~.~~~herein, in the event of a default hereunder by any party, the non-defaulting

ed to all remedies at both law and in equity, including, without limitation,
. and the right to perform the obligation(s) ofwhich the defauhing party is in

efa to immediately seek reimbursement from the defaulting party of all sums expended
in rder cure such defiwlt, together with interest on all such sums from the date said sums are
~~l~by the non-defaulting party for the purpose ofcuring 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~arising out
ot: or in any way related to the matters released herein. ~J

B. The prevailing Party or Parties (as determined by the court~~er relevant
authority) in any action to enforce, this Agreement shall be entitled to reco . reasonable
attorney's fees, experts' fees, costs and other disbursements ofcounsel.

22. resentations d Warranties of e Partie ard" and
Negotiation Process. The Parties make the following representati ' s 'th the
understanding that each other Party hereto enters into this Agreem i eli e upon each of
these representations and warranties, and that without these rep~"ns d warranties, no
Party would entec into or consent to, this Agreement: ("\

A. Each Party represents and warrants ~ transferred, conveyed,
assigned, hypothecated or subrogated any of the ri , de S, c aims or causes of action
released in this Agreement, and hereby expressly w v all ri it has or may have to do so,
except as expressly provided herein.

B. Each party represents and w that it has been fully advised by its attorney,
concerning the effect and finality of this e contained herein, and that the Party
understands, without reservation ordo~ubt,ct " ofthis Agreement.

C. Each ofthe signatori~~ and represents that he or she is competent
~ authorized to _ this~~ f the Party fur whom b. or she pw:ports to

-- 23. nfIict of .£e;. to Arizona law, rules and regulations, no _,
official or employee of ~~ any personal interest, direct or in~ in this
Agreement, nor shall er, official or employee participate in any decision relating
to this Agreement w s her personal interest or the interest of any corporation,
partnership or asso' ".. "ch he or she is, directly or indirectly, interested. This
Agreement is subject II . n pursuant to A.R.S. § 38-511.

24.~ "ces, approvals, and other communications provided for herein or
given in co 'on he ·th shall be validly given, made, delivered or served, and delivered
personally or " nally recognized courier (e.g., Federal Express, Airborne, UPS), or by
United S eel with return receipt requested, to:

Town ofCamp Verde
473 S Main St
Camp Verde AZ 86322
Telephone: 928 567-6631
Fax: 928 567-9061

12



William J. Sims, ill
Moyes Sellers & Sims
1850 N. Central Ave., #1100
Phoenix, AZ 85004
Telephone: (602) 604-2141
FlOC (602) 274-9134

SophroniaZellner
216 Nesting Glade
Depoe Bay, Oregon 97341

Robert L. Earle
Earle & Associates
P.O. Box 3870

Sedona, AZ 86340 @
Telephone: (928) 282-5519 0
Fax: (928) 282~59

CaliforniaH (\
5920 E. Live Oak ) )
Lodi, CA 95240
Telep 09) 333-5
Fax: (209 008

With a copy to:

With a copy to:

Ifto the Zeller Entities:

!flO Botwood:

With a copy to: Daniel,A;~~1ielI

m
".IQlVli McDaniel
o aW'1ll Cmporations

P.

~
A 95201-1461

el ne: (209) 465-5883o .)465-3956

omasP. Kack

1135 Iron Springs Road
Post Office Box 2720
Prescott, AZ 86302-2720

O Telephone: (928) 445-5935
Fax: (928) 445-5980

ADJrnl{tY-~~l8Dgethe address at which the Party is to receive notice by providing notice
~r,essi... chapg,e to the other Parties pursuant to 1his section. Notices, approvals and other

cqJ1;~u~a~lons oded for herein shall be deemed delivered upon personal delivery, within
hours following deposit with a nationally recognized overnight courier, or within

bQsiDeSs days following deposit with the United States mail, certified with return receipt
"1«lues~ hereinabove provided, prepaid and addressed as set forth above.

13
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25. Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State ofArizona. Any action filed regarding this Agreement or
damages for breach ofthe same shall be filed in the Superior Court ofYavapai County, Arizona.
The Town enters this Agreement as an administrative action and it does so pursuant its general
authority to dispute and settle disputes and pursuant to ARS §§ 9-240, 9-216, 9 62 et seq
including 9-462.02 and §9-500.0S as to development regarding Botwood' ·onally
protected right to continue a non-conforming use. This Agreement does not abro Hotwood's
right to abandon a non-confonning use ofthe property as a Wood Yard.

26. Waiver. No waiver by any Party ofany breach of any ofthe:tenm~jy

conditions of this Agreement shall be construed or held to be a waiv'P.I'"1r1T- ..IIln 'l~e¢in.

preceding breach ofthe same for any other term, covenant or condition,

27. Limited Severability. The terms of this Agreel]lleUl
interpreted in a fashion that allows all terms hereofto be effectiv . ~~

the execution, delivery and performance of this Agreement is . mp ce all applicable
laws. However, in the event that any phrase, Clause,~. section, article or other
portion of this Agreement is declared void or unenD r hIe is construed as requiring the
Town to do any act in violation ofany applicable la , nsti '0 provision, law, regulation,
or valid provisions of Town Code), so long as the d t erially affect the use of the
Property as a Wood Yard, and does notmaten~lYaffect efits to any party accruing from
this Agreement, such provision shall be severed from this Agreement and this
Agreement shall otherwise remain in full force ect; provided that this Agreement shall
retroactively be deemed reformed tothe~er b possible in such a manner so that the
reformed agreement (and any related s ffective as of the same date) provides
essentially the same rights andb~ 0 or otherwise) to the Parties as if such
severance and reformation were not r· e shall be no reformation in the event ofthe
inability, upon full Performance~f. ent, to utilize all the Property as a Wood Yard.
The Parties further agree, in such c' S, to do all acts and to execute all amendments,
instruments, and consents~ 0 mplish and to give effect to the purposes of this
Agreement, as reformed.~

28. e . This Agreement is entered into in settlement of a
dispute regarding this Agreement shall be recorded in the Official Records of
Yavapai County r i approval and execution by the Town.

~~~~~~B~en=e~fi~ci~·:ll:lil:.s. There are no third party beneficiaries to the
perliPnjor entity not a Party will have any right or cause ofaction.

~~~n""ygJ!~. Nothing contained in the Agreement will create any
P.nI.liUlY-jo11nMt,enture, or agency relationship between the Parties.

10 . The Town shall provide a letter of apology in the form attached as
ExIl~ .'Tn T..... Zellner family, the neighbors surrounding the Property and the citizens of Camp

na. The Town shall provide a Jetter ofapology to Hotwood in the form attached as

14
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~
DEBoRAH A. BARBER . ~

~ . , Notary Pubtlc • Arlzon.
• Yavapai County

~ My Comm. Expires Sep 13. 2013

-

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 ofthis Agreement.

33. Strict Performance and Time ofthe Essence. Strict performance ~~ired as to
each and every term ofthis Agreement and time is and shall remain ofthe~

TOWN OF CAMP VERDE

STATE OF ARIZONA

@
) ~
)ss. ~County ofYavapai )

On this, the .R day of~At • 201 • a notary public, Bob Burnside, the
undersigned officer. personall appeared, .s . proven to be the person whose name is
subscnDed to the within instrument, 1 ed that he executed the same, as Mayor of
the Town ofCamp Verde, Arizona, fur e therein contained.

In witness hereof; I bereuoto set~ oial seal.

My Commission '. ~~ ~.t3aAhv
~~ Notaty Public

ATTEST:

By.!JJj~
Bob Burnside. Mayor

15
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HOTWOOD

OFFICIAL SEAL fi
VALeRIE M WAlLACE
NOTARYPUBUe-oREGON

COMMISSION NO. A04I6047
MY COMMISSION EXPIRES APR/l3, 2011

16

By:~~~_~~ _
Kurt Kautz, President

STATE Of CALIFORNIA )
) 55.

County of )

On this, the _ day of • 2010. before DIllS a noIIry pubJil;.~...~.... JJe,c'lODaJ
appeared. satisfBIoriJy proven to be die penon v,JIJose DIIIDe is ~~~.(g
instrumeat. aDl1 admowledFd tbat be executed ... S8IU, OIl beb8Jf ~
for the purposes therein COdfained. ~)

I. wi...........t;1_-my_ .... oIIIc:Iol~

--.......~~~---."i------
SOPHRONIA ZELLNEll

B.~~~~(jo/
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OFACIAL SEAL

_
... VALORIE MWALLACE
. . NOTARY PlJBlJC-OREGON

~NO.A41~7 .
MY COMMISSION EXPIRES APRIL 3. 201 1

_

OFFICW. SEAL
VALORIE MWALlACE
NOTARY PUBIJC.OAEGON

COMMISSION NO. Ml6047
MY COMMISS\OM EXPIRES APRil 3. 201 t

17

DADS WOOD, LLC flkl.
CANYON WOOD SUPPLY. ~LC

STATE OF 0)
I .. A ,,_1 'A ) ••

~~W~} ()

On this, the~ of AlalL~r: 2010~ bcfcn me a DOIa1'Y • "Solll~lia' Zellner.
persolPllly appcmed..~ 10 be tha penoD ~. su to the
widaiD 1Ds1l.'Ulllent. BDd aclaJowIcdaccl1blt Ibe 8XOCIIII!d tile~ f Ids ood. LLC
fIJcIa CID)IOD Wood Supply, LLC, Cot dle pu;rpoIIlI tbI:::IeiD ~.

In witness heRof, 1hc:manto set m.y hand aad oD;IqaJ

My Commission Expires: ,J I jlf3 ';)011 .

By. 0

~
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&
eo-yof~~~ ~
00 this, ~ ~)' of Au.a..u.~ 2010, bcfoIc me a DOt8IY I • ieJ(D~.
personally appearal,~ to be !be pcDJIl whose aame .
within instrument. and lICkDowlalpd tbd • executed the same. J-.ft'I...,...

LLP, for the pwposes thanriD ooo1aiDcd. ()

MYC--&J*a:tJl3!!JjJ~

OFFJQALSEAL
VALeRIE MWALLACE

O () . NOTARY PUBUc-oREGON
~'( COMMISSION NO. Ml6047
7~ UV_SIOII ""'.'UP.....1011

18



By: .....-.:-....L...----:.--=---If---+-----

Notary Public

My Commission Expires:

STATE OF CALIFOR,NIA )
) 55.

Countyof) ~ \

On this, the _ day of ,2010, before me a notary publi ~ rsonally
appeared, satisfactorily proven to be the person whose name is su cri to e within
instrument, and acknowledged that he executed the same, on behalfof . 0 Hotwood, Inc.,
for the purposes therein contained. (Q')
In witness hereof, I hereunto set my hand and official se;--., 9

N0:Ubhl

SOPHRONIA ZELLNER ~

BY: O~~@/

::::7momaz£IIn~ ~©
7> ~~

On this,· the _ ~f 2010, before me a notary public, Sophronia Zellner,
personally app 's tori proven to be the person whose name is subscribed to the
within . W. ac 0 ledged that she executed the same for the purposes therein
contained.

, e to set my hand and official seal.

MY~m:

. )

16
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT
m R "as•• W"W9"_"''' pWWWAM , ...""p,..,

On August 13. 2010 before me, Kell Kirllov Notar Public
DIlle . Hen! 1.-1 Name and TIlle d lie 0lllclIr

}
Coun~of San Joaquin

State of California

who proved to me on the
be the person(s) whose nam

I certify u e OF PERJURY under the laws
of the State Ca I [Ia that the foregoing paragraph is
t nd correct.

personally appeared ---'-K'-u'-r_t_Ka_u_t_z -..:==== ---7'"""o::::~~"c_---
Name(e) aI Slgner(sl

Title or Type of Document --.;~~~~~~gL~et~t~l!!e~m~e~n~t=-1~r~e~em~en!!tL----------

Document Date: ----.,..",....,..,......----(;.----"-.:-"'r-------- Number of Pages: ....:1:..:8=-- _

Top of thumb here

Signer's Namet """I~.........,.......~T__------
o Individual
o Corporate
o Partner
o Attorn
o Tru

Signer's Name: _

o Individual
o Corporate Officer - TiUe(s): _

o Partner - 0 limited 0 General
o Attorney in Fact
o Trustee
o Guardian or Conservator
o OOer: _

Signer Is Representing: _
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USIBrr"A"

COMMENCING••"""'811cwe4 iraa bIr - .._ MIDS ~n!:I-fU~I'l1
(HI) .,.. l.Gt 5 ofufdleclicla 5, hat .-._liDum
clppCd inIa bIr Mms ASSOCIATES au 37401" (lit) 1IIQli:1UIIII~...d~NOdIl_
conurotllicl Lot, beers NaItII.16'or West Ca ....... pocIIdc__
BClJrial for dIia......>. I diItMce of1)24.26 r.t;

nfENCB SoutIIIr'5"46" W_(o,...... Soudt'8'-'" W_
ormid LoI 5, II ctiItMce of 15.00 felt (afncanll5 feet) to luU.
"JOS ASSOC RLS 31401" (set);

THENCE North 00-1"06" W-. ....... wi 15.--...._ • die But liDe ofnicl Lot 5,
I diIIaaoe of127.95 f'eet to I ptudc~ bitdill",-m.- RLl37401" (Jet)
~die POtNr or B~INNINa. . CIfIMld'" bare,mped
MJDS ASSOCIATES RLS 31401" (lilt) • Sat....COII*ofMicl Lot Sban
SouIb Q6-STOI" Eut(ofrecanl SaudlWS4' EB~ 01121.88 fed (ofrec:ont 128.17
rat);

nfENCB South .55'046"W. (O'nca~lIIIIIII·MIlI~Welt). II diltaace 0'336.S0 feet (of
recanl336.' feet) to Ii pIatic: c:IppflII iroa ms ASSOC RLS 37401" (lit);

THENCE North 00016'07" Wilt (of r- 00-11' West). l& dirtaDce of 143.01 teet (of
record 142.99 reet) to • pi MJDS ASSOC RLS 37401" <aat);

nlENCE North Sr55 t
] \EIIltIof_" Narda .".Eat). •~ of336.50 feet (of

record J36.5 ,.) to • pf"~4j_~ 1uIIaIDped MIDS ASSOC RLS 37401" (set>
monumentmla point I OIHiI!II!H!aI'4at ofaiel BaIt Iiae ofIIIid Lot 5;

~',,",. reconI SoudI 00-13' Eat), parallel with.. 15.00 feet Well
ltIDceof143.03 feet (ofrccord 142.99 feet) to the POINT OF

EXHIBIT" It "



PARCEL 2 (A'N 404-02-065 2)

A...0'............ la. pcIItioa 0' SouIheaII QaMcr (111/4)ol~S0'
Seetin S. TOWIIIIdp 13 NoItb, ....5 0'"Gila..SlIt 1UwrS-'" Town
ore.., vente. YIYIpCi Couaty. AIimIII. __ pII1icuIIIIy dIIc:ribeIIa

COMMENCJNOIt CIIJ'PId JDSASSOCIATES 37401"
(lIt)mmameatiaa ·.'·· of LctSor S.... - ahgninum
atpped ball -IDS ASSOCIATBS RLS 31401- (lit) lllGiliUIDl"·~.-N~..
canIII' ofuid Lot 5 NordIor16..- Will (a...... padedc f
Bearial for dda dlIIr:ripdoa). a cIiaIce of 1,324.26 rM;

'DIENeS SaudIS,.",." Welt (0' Soudlsr.' Wed II1IIW_I:~""'m
orEid Lot S•• cIbIIace of351.50 fell tID a aIpJIelI iroa bIr••~
31401"e-) JDGIIUIIICIId..die POINT OF 88OINNJNO.

nlBNCI SoudIrS5'46" Walt (of.....ScnatIIIr ... fiid Srmdllble
of'" Lot S.......of307.13 lilt to a JbuDd I"_._••t..IltIl=bWedpiamo cap
.....·FOUND pt RLS 31401") iDOIa'.'ill die oftha SouIbeut QuIrta'
(S811.) ofMid Lot 5;

nlENCB North 00-03'26" Welt (ofl'llCXXd N........~LD'· W_>. .... the Wat line afaid
SoudIaIt Qumer (5BI/4) or Lot ,. aeli teet (ofncord 270.98 feet) to •
fouad I" pIYIIIized pipe ( platdc cap Pr RLS 37401");
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PARCEL 3 (APN 404-02-062 3)

A pari oflnDd........padiaa of'"NoI_Qulltlrot.... SoudN6lt Qunlro''''
Soudroat Qu3rtc(N8I14. SWIJ4. SWII4)otSect!aa 5. TonsIdp 13 NardI,"'~of
tbllJ Oi..... s.It IUwri _lad~ Town ofCemp Verda. Y&Y2p1i~
ban.__puIicuI.t, 1JDnI:

eE01NN1NO d ' ·~ ..IDS ASSOCIATES RLS
1IIGIMNIIIinI Nodbellt or NaI1beatQuatlro'" Saudntlll QlM_
SoudawatQuanr(NBI/ SWI/4.SWI/4)of......5,.........-:==~:
00wnIiacnt Lot 5or SecIDt 5. hal wbicII.lIJumi-. UM*I u.a~
ASSOCIATES RLS 37401" (let)..,_lItinada Nordllul CXIIIIII'at-I-.-
00-16'06" Welt (.IDelIIUI'aI .....obeuiDa sad BuiI o'llarial for •
diltllDceof1,324.26" ~

11IBNCB SouIb 00013'07" Eat (ofrecord Soutb 00-03' W IiAa orSlid

=of~=o~=-'::: ~.:':=I~:C:=
RLS 37401" (lit); ) l.-.---

THENCE SouIh "'53'51" Wed(Ofnconl~'Will iiid West).. cIbtInce of329.87
feet (ofrecord 329.11 f'cct) to It fbwd IlZ'iroa . plade AP ItImpal..,OUND PT
IlLS 37401");

THENCS SoudI.,.53"I"W.(o'~ ..ad Will>'. d.....of329.22
feet (ofrecord 329.17 feet) to • bat 117j pIatic: CIp-.ped "POUND PT
au 37401 i I1IOIIUINDdna. poiIIl 011'" . Did Nadln.lt Quodcr ofllle SouIhwest
Qwutcroftbe SoudawestQuma'~~ WI'of>;

THENCE North 00-15'57" ), ..... the Wall"of..Nortbeat
QuGrter of tho SoudIMIIt . QuIIW (NEIl•• SWIl4,SWllof)•• diItance of
164.93 f'eet. found I" pllsticc=p mmped "FOUND PTRLS 37401")
mOllUllUllltinl tho N f Northelua Quateroltlle SoudIwest Qumet ofthe
Southwest Quartct(NE • 1/4);'·
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PARCEL 4 (APN 404-0Z-OCSla 9)

A ,.reel ofllmllitulted in • pDItioa of..Sauthcln Qun:r (SEII4)Of~' of
Secdan', TOWIIIIIip 13 NOI1b. .... , !IIIof Gila aDd Salt Rivw Ibte... Town
ofCamp Verde, Yavapai CCMmIy, ArizDnI, pIIticaIIrIycleai". I •

COMMENCING II .. IlUlDiaum appcd iIIIII_ .IDS ASSOCIATEl 37401"
(let) IllGlIIIIIIIiJIItina ... ScKIdlrllt c:amcrofAid Lot, of Sec:daa " hn& cII~.dauDl
capped iraa...,....... MJDS ASSOCIATES au 37401" (lit) 1liDl1UID...1l8-tl1lfNDdb_
comer ofllid Lac' ban North 00-16'06" W. (a....... pacIcdc"'-__
8eIrina lbr dill ........). • cIi.DIcD of1,324.26 feci;

THENCE North 00-16'06" Wac, I10Da Ibe Bast IiDI ofuicl Lot " &~_lIt
record 468.98 felt) to. pllIdc apped froG bar-",.. -JUS ,wlOGitLS'3"J-'i~,

THENCB South"""'4r Wat, II diItace 01227.09
1I1OS ASSOC RLS 37401" (lit) JDOIIUIIIfIIIin.tbD PO

THENCE South ago"'47" War. • diltatceof431.43 reec~»14111-. ~1II!d
"IDS ASSOC RLS 37401" (set> IIIOIIYlDllldDI a GIl ....WeIHil.
(SEI/4) of" Lot'.
THENCE Nodb 00-10'54" WaI,"aid W of 191.4' feet to. fDuad 1"
plvanized pipa (lIIBbed plude CIp ....pat RLS 37401 j IIlOIIUIIIeIIti tho
Northwest comerofuid Soutbet:II~ (8 11 Lot "

THENCE Narth 89053'29'" Eat (of ~~ ,,'.rEuI), • cIiItaace of431.13 feet (of
record 437.05 feet) to. plude (~ped"JDSASSOC ltLS 37401" (set);
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A pazoc.l of land s1~uated in i!. porUon of the Southe••t Qu.~~rSElIU of
Go••rnaent Lot 5 of S.ctian 5, Township 13 Uorth, RaAq. 5 £a~t of o~a and S.lt
Ri.er ..... and HeddLan, Town of C&IIp Verde, Ya.apat County, Arh , b• .1ft9 IIOZOO

pcrticularly described as followa: ~

~ at an .1ua.1nWll capped troll bar ~tuped -JDS ASSOCIAT 1f01- taot)
lIIOnUMftUng the South~a.t comer of ••iel Lot 5 of ..icS Secti. which an
aluminua capped iRA bar staaped -308 ASSOCIAtES aLI 31401- 110 tilUJ the
Not'th••at comaI' of said Lot 5 be.ra North 00·16'0.- w••t ~ aur geodetic
bearlnq and "'si_ of B••rin; for this description), • dist ~3 4. feet,

THENCE North 00·16' 0'''' W••t, alonCJ the Ea.t U.no of II a eu.tanCG of
270.98 f~.t (of record 210.9' f ••t) to a plastic capped ~~ -JDS ASSOC
RLS 31fOl'" I.et) IlOnUllNlntinCJ tile JiODI'I' ,.~. "'--J
TKDICE South 89·55' 34'" •••t (of r.cord South Wo. dbtanc9 of 658.23
fHt to a found ..", CJal.an.hed pipa (attached p a.Uc p Itaped -FOOND " lU.S
37401"'. IIOnuaentinCJ • point on the hat l.1ne t thtl S heast Quarter CSEl/4t of
••id Lot 51

fRENa: North 00·21'08'" tlest. alonq .a~•••t Une of ••1d Southeast Quarter
(SI1I4), • clbtance of 198.04 feet cof. 198 f.et) to • plastic cappecl iron
bar stuped -JDS Alsae JU.S 37401'" (E).t),

THENCE North 89-55' 41; Ea.t (of rec:ord/~8 56' East) , a cibtanc. of 658.52
teet to • pl••tic capped iron b.r~~{7~ SOC RLS 31~Ol· Cs.tt sonumentinCJ •
point on said East 11n. of s.id Lot:.J" U

TK£MCS South 00°10'00. Ea.t•• di~~9.'00 feot lof r.cord 1•• foetI to the

_or.-..... 0 ~~

Cont.lnlnq 2.99 ........~

~
~~



..

PARC~L , tAP. 404-02-0" 4'

A parcel of land situated In a portion at the North.an Qua~~'NEl/4) of
Goverruqnt Lot S of Section 5, TownshIp 13 North, Ran;e 5 East of e~. and Slilt
River "so and Medelian, To"n of CiUIP Vgrde, Yavapai County, Ulzo , b.inq DOr.
particularly described as follo".:

~ at an dUilinwa capped iron bar .tup\!fCi -JDS ASSOCIATr;a----aL:I.
lIIOn..entin; the South.ast corner of said Lot 5 of said SecUo
aluainua capped Iron bar staaped -JOS ASSOCIATES IU.S 37401'" IQO. tin; the
North.a.t corner of said Lot 5 bearl:l North 00·16'0'- ".st ~e sur ;oodetic
bearin; and aasis of Boaring tor this description), a eli.tan e ~3 4.2 feat;

THENCE North 00·16'06'" Ifest, alonq the East liM Of@ a distance of
660.81 feet to a pl.-tic capped b'on bar su.-ped - S 37401'" (.Olt)
monuaentinq the JODftl or~.

THENCE South 89-53'29'" West (of record South 89- , "'" a distance of 658.23
t~et (of record 661.16 feet) to • found 1"' 9& v 1z p pe (attached pl.stic· cap
stampad -romm pt' RLS 370101"" aonUll8ntinq tbe S uth.,.. orner of .aid North.ast
Quarter (NEl/4) of .aid Lot 5,

THENCE North 00·10'54'" w••t, along the N0~ln.of said Northeast Quarter (NEl/4,
of .aid Lot 5, a distance of 242.70 feet l.stic capped iron bar stamped -JDS
ASSOC RLS 37401'" (set);

THENCE North 89-53'29" East, • d1.t.nc~ teet to a toWld 112" iron bar
(attached plastic cap stllllped -rooN(jP!' rJ0) ,

THENCE North 89-53'2'''' East, a di.t.~4 .3& t.et to a plastic capped iron bar
stamped "'JDS ASSOC RLS 37401" <@.tinqapointontheEastlineOfS.id
Northeast Quarter (NE1/C) of said 5,

~E';~:06·£a~~1 at 11ne•• diatance of 242.'0 f••t to tho

eontdnln. 3.67 ......~.

\0
{§f
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Thomas P..Kack, #007110
MUSGROVE, DRUTZ &: KACK, P.C.
113S Iron Sprinp Road
Post Office Box 2720
Prescott, AZ 86302-2720
Tel: (928) 445-5935 • Fax: (921) 445-5980
tkv~leog..net
AltDrMySlor p1mlrtiflCDlifomUz Hotwood, Inc.

IN THE SUPERIOR COURT OF TIR STATE O~~l..l!

IN AND POR THE COUN7Y OFYA~

SOPHRONIA ZELLNER., • single woman;
CANYON WOOD SUPPLY. LLC. In

Arizona Limited Liability Compmy; TIm
ZELLNER LIVING TRUST; and JERSO
INVESTM£NTS, LLP, lID Arizona Limited
Liability Partnership.

lIl.

OPHRONIA ZELLNER, a single woman, CANYON WOOD SUPPLY.

~•.:-..... ~r.oD& Limited Liability Company. THE ZELLNER LIVING TRUST. and JBRSO

• LLPJ an Ari2:ona Limited Liability Partnership (collectively "ZellDcr")



and adjudges as follows:

furthec memorauda having been filed. this court baving beard oral ~lrncDt c.- both Motions;

IIld this Court having rendered its "UDder Advisement Ruling on ~_r"l

ZeJlners having rued Plaintift's MotiOD For Further R . otion For Summary

Jud&ment; HDtwood haviJlg filed it's JoiDdcr inZeIlm:r'~. fur FUIlh« Roling

on Motion for Summary ludgmcat aod /~~ . Town having filed it's

Response to Plaintiffs' Motion for Further .~ for SunIlDIrY Judgment; repJies

having been filed and on] argument Ying been e ; and this Court having clarified its

having iiled II Motion for Summary ]udsmcm; additioiull plaintiffCALIFORNIA HOTWOOD,

INC. ("Hotwood..), haviDa joined ZenDers Motion for Summary ludgmont aDd having filed its

0WIl Moti"" fur Summary Judgment; IDC! De!hlcIIDI TOWN OF~E, • political

subdivision of the State of Arizona r70wnj having responded to Slid '" ouons; replies mel

A

previous ratings by entry ofa minute

Verde, Arizona, rs 404-m-062 (Lot 62), 404-02-065 (lot 65), 404-02-066

(Lot 66),~..~~ • 404-02.0688 (Lot 618), and 404-02-069 (Lot 69). All of tbo

liJregoins~describocI in bhibit "A· be<eIo and are ben:iDafI<r collectively

refe~ltto IS

2. ownecl and operated a commercial Wood Yard business commencing

~ prior to the date of this Judgment. That business included and includes the

~~ of logs and the stol'in& cutting. debarking. splitting and packagiD& shipping,

ssing and the retail and wholesale sale and sbippiq ofsuch logs, wood and wood products

28
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28

under the .ordinance. Expansion wu allowed and Lot 1169 was

and by-products by vmous methods and using various equipment. This use is hereinafter

refen'ed to as a "Wood Yard".

3. la tb8 1960', ZOIIDm ClpeI1Il<d the Wood Van! on LoIS&2.&116.
4. Yavapai County adopted a zoning code in 1968 and deIai.Ied ZOIling

maps for what is DOW the Camp Verde Arizona area in 1970. Land ~NIft..

had to meet zoning tegul.wems in place It the time.

and that ~p

1

2

3

4

S

6,
8

9

10

11

22

23

21 purc~(~O·~1 ·the new Planning IDd Zoning DUector. John Roberts. was again

~~the expaosion onto Lot 1#69. Roberts concluded that tau had previously

24~ expansion u • "lep! non-confortrUog expansion" under the Townts code.

~~ to follow Lau's prior decision.

18
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20
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ply on all of the Property.

A neighbouring property owner challenged Zellner's proposed expansion IDd appealed

Robert's decision to the Town's Board of Adjustments ("BOA"), Proper notice war proW!ed

for die BOA hearing IIIId the BOA bad jurisdiction to boor the II)lpOIl ~A heuiIlg _

held in October 2000 ana the BOA UDlDimously upheld Robert's decia' md approved the

~sion to allow expansion of the business onto Lot 169. The BOA .,n...--..~

and continues to operate the Wood Yard as Can

10. On October 24, 2008,~ sent ly identical letters to both Plaintiffs

advising them that zoning approval~~or to issuing a business license for the Wood

Yard opuIIions. AccordiDg'<.);~
"Wore zoning~grantedfor the business license. we must
cIetenninc~ ofthe wood lot should be allowed to conduct
this 1ype of . . r' tial district."

t

('Jtfi!'...,,_.~r before Septern.ber10, 1970 could have a legal non-coaforming
.uses and apprOVals must be documented through the certi1icatiOD

~~lJset r:th in Section lOS ofour Zoning Ordinance."

~
~ e provide the requested information to our Departmcm within 1S days so

//~ can iaitim the ccrti/i<:alioo. process. The Dim:tor bas oct the _ for. a
~ 'V public hearing to be heard on Novanber 20, 2008 ...•

1

2

3

4

S

6

28

7 the expansion as upheld. No appeal was taken from the BOA deci~QE~~ b«qnt,e final.
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1 11. Prior to the scheduled hearin& Zellnets filed their first Amauled Complaiat mr

. 24.2009,

s luIlEDa and orders in favor of Zellners and Hotwood against Town

Zellner's Application for Prdinrinery Injunction. Hotwood~s Camp

Count One - Preliminary InjUDCtion & Permanent Injunction; Count Two - Declaratoryo
Judgment; Count Three - Estoppel and CoUDt Four - Equal Pro~ The parties

subsequently stipulated to postpone the scheduled public hearing pending Court's ruling on

13. The Town disputed that~ba18Dce0 lots at isStle were subject to legal non-

conforming use as a Wood Yard. ~~d there were inferences from the facts that

were in dispute and there~i~~ Lots 67 and 688 only were subject to a

bipI JlOIH:ClJIfmmin use ...~1alIldotbolwise 1.01> 62. 65,66 lllId 69 are fouud f<l

be subject to the lep}nOD-~~use IS a Wood Yud.

14. P s~ to relief on each of Plaintiffs' Counts One and Two

B.

alleged claims similar to Zellners. r '
12. The Court finds that the October' 2000 decision 0 allowing expansion

of tho Wood Ylld ooto Lot 69 wu • final c1mermiDati\~ 8nd had and bas ru

judiCQ/fl e1rect and was and is binding upon . and owners of property

within the Town.
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23 1. parcels designated by Assessors Parcel Numbers 404-02-062; 404-0~S;

24~ and 404-02-069 lIe hereby declated and determined to be subject to the pre-

~~al non-confonning use IS a Wood Yard and such use as a Wood Yard is determined

appurtenant to and to run with such parcels without conditions.

s
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8 be enttzed immediately.

1ilm tokiq lilly Iiriler_ to _ or to~ IbolIOl1~_'- of

such pllI'Uls, including that the Town shall not coDduct or cause any . regarding such

issue and the Town shall not hold or determine or rule that the use of as a Wood

Date

Date

The Town, including its officials and emplayees. is hereby pmnane.ntly erVoiDed

Thc:re is no just cause for delay and it is directed thAt--thi. 4\AA"..." 'li.lCDt sball

2.

3.

yantis not a legal non-eonfol'llting use.

IMTED tJrts __ day 01 -+

o

Approved IS to form and content:

~~~L: e
~n~~ Plal1llijfs allllU. Ctmycm Wood Supply, Uc.
7AlJr~)<'LiviIIg7rwt, alfdJerso Inwstm,,.,s, W'
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Partial Judgment
Exhibit A to Exhibit B

Consists of the legal description of Parcels 404..Q2-062, 404-02·065,4~~.
4Q4..02-067, 404-02..Q68B, and 404-02-069 which are omitted in this copy ~.,ich are

attached to the original to be submitted in the Arizona ActiO(S

/@
~0

EXHIBIT A to EXHIBIT B
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(It IrI

Defendant.

TOWN OF CAMPVERD~ a politi
subdivision of the S1ate ofArizona,

\/'$.

P1ain~

w.

IN THE SUPERIOR COURT OF TIlE STATE OF-~[Z()~
INANDFORTHECOUNTYOilYA~

SOPHRONIA ZELLN'D, a sinJ1.e woman;
CANYON WOOD SUPPLY. LLC. an Case N.: llOO):wtW
Arizona Limited Liability Company; THE
ZElLNER LIVING TRUST; and JERSO
INVESTMENTS, LLP. an Arizona Umited.
Liability Pumersbip.

OPHRONIA ZEL~ a single woman; CANYON WOOD SUPPLY,

'zona Limited Liability Company; THE ZELLNER LIVING TRUST; _ JERSO

OOr8STMBNlrs, LLP, an Arizona Limited Liability Partnership (collectively "Zellner'') and

tiff CALIFORNIA HOTWOOD. INC. rHotwood''}~ and Defendant TOWN OF CAMP

Thomas P. Kack, 11007110
MUSGROVE. DRUTZ II KACK. P.C.
1135 han Sprinp RoId
Post Office Box 2720
PreIcott. AZ 86302-2nO
Tel: (928) 445-5935 • Fa: (928) 445-5980
tIqtclr@r:thlcope.nct
AltlJf'rvy/0,. PItMtijfCQ/ifomill Botwood. life.
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VERDE. a political subdivision ofthe State ofAri7DDS (""Town") having reached a settle:matt 01\

1. The real property at issue in this case consists ofproperty lOQted in

Yavapai county~ Assessors Parcel Numbers~ t 62j. 404-02-065

("Lot 65''), 4Q4.()2-066 ("Lot 66"). 404-02 t 6. ~-068B ("Lot 68B"), IDd

404-02-Q69.('1.ot 69"). {Collectively the "Pn~ty0

parcels are set farth in the attached~.

2. The Property has been~~ used as a commercial wood yard including

the importation of logs and )¥m and the storing, cutting, debarking, splitting,

pod:aP& processing. sbippiDa~ d aDd the mail mI whol...ale of lire wood,

wood products mI wood~~ which _ is__ refemd to as a "Wood YIlId".

3. s~~mmenced due to the Town's attempt to emorce certain

provisions 0 0 ~<m~ Verde Zoning Code. The Town took the position that Zellners

uirea to proceed to a heIring and prove that the various lots were subject

~~~nfoImw' 2& use IS a Wood Yud.

all issues in this case pursuant to aD qteement titled "Com~se and~ Agr=nent"

(the ··Agreement"), having stipulated to the entry ofthi! Judgment~Stipulation and

this Court being fUlly apprised ofthe facts ofthis~

NOW, THEREFORE. this Court finds. adjudges and decrees

. The Court finds as follows:

4. Court has already macle findings and rulings regarding the property such that

~the lots. Lot 67 and Lot 688 have not been detemrined to be subject to a legal non

~ use as a Wood Yard. As to these two loUt pursuant to the Compromise and

ement Agreement entered into by the Plaintiffs and Defendant. the Plaintiffand Defendant
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agree and the facts dfmonstrate ofrecord thm 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;~ these two lots

were regulated by Yavapai County until the Town iDcmporated in 198~facts of record,

including the Yavapai County Zonina Code u appliceble in the 1970's ~ 1986 (the Old

County Code), and testimony of record including the Declaration f CouDlY'lOfticia1 Boyce

MacDoDal~ demonstrates that the Old County Code as intmp unty allowed

the expansion of a use by up to 100% onto adjacent lots without for any formal or

monna! application to or approftl or action by Yavapai~ records demoDStrate

that the expansion by ZeIJners onto Lots 67anr~ a 100% expansion of the use

of Lots 62, 65 8Dd 66 and that the lotswer~ us and that. when the expansion

occurred onto Lots 67 and 68. the'~Ou1dhiVe been legal and resulted iD a lep1 non..

ccmforming use under Old CountyC~~

5. There bas been(jdi~ the approwl ofZellners 1998 expansion

of the Wood Yon! ...~~ own Community Developmeat Di=1llrJZoJIing

Administrator Robert La u diDg of this decision by later Community Development

lnct'thC'UDbolding ofthe Roberts decision in October 2000 by the Town's

"BOA) factually or legally impHed 1hat the use of Lots 67 and

68B WU .~~,¥. ~:(lIlfotDlLin&use. Lots 67 and 688 are situated between Lot 69 and Lots 62t

LOt 69 would not be contiguous to • legal non-coDforming use unless Lots6S

67 leplly used as a Wood Yard at that time. The facts ofrecord demonstrate

~ and 688 were already being used as a Wood Yard in the 1970's and were still so

~ the time those decisions were made. The evideDce demoDStrate.s that when Director

28
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Judgment on

Ze11nen are entitled to Judamtnt on Counts One,7.

ofIH:!'rwiJ.'Ie. seek to. set this Judgment aside or to dilectly or indirectly

~tip~tisP~e 0 attadc this 1udgment or the findings heIein.

'v(:Hf:J~'ORE. this Court finds and awards ludgment in favor of Zellm:rs and

Bob Lau made his decision be had investigated the use of the existing property including review

ofaerial photos.

6. The .... of lb.~ IS • Wood YllDI i•• IopJ+ _IIIldor

Arizona Law.

move for a n·M»1hoi'Al

Counts One. Two and'Ilnee of its Verified Complaint as to all 0 •

a. 11Ie Podi.. bavo oa-d to 1110 dismissoI~~ Comd Four of _

ZoIlnen rlllt Amended Verified ComplaiDlllld ~CompIoiDt

9. The Town, Hotwood and 'the ba;c ~ed that this ludgmeut shall be

mtelpreted as biDding and shall beb~n the ames hereto and their privies. includiog

penons and muti.es represented dj~~tlY by the Parties. and the Parties· ofliccrs.

d~ members,~. ofees, personal representatives. trustees and

beneficiaries and to successors the 'property and. as rqards the Town, its citizens

and persons or entities thatQ~ or become owners of property within the Town.

10. 0 ~d the Town have agreed to waive any rip to l~ to

Ho own as follows:

~ The cxpoIlIion .ftho Wood Yard OJIID Lots 67 and 68B in tho 1970's ..... "pI

~Old County Code and the use of Lots 61 and 618 was a legal non-conforming usc.

7 Amended Verified Complaint as to all oftbe property and Ho~op-llt...C1~
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aM~~ to the Property and to ron with the

.s adion shall each bear. their own attOrDe)'S fees and costs

The pre-ex:isting (legal) non-comonning use ofLots 67 and 688 as a Wood Yard2.

s.

Yard is subject to statutory provisions under ARB

is 11m subject to ru jJldiCflta effect under the October 2000 Board ofA~ decision

approvina the expansion of the Wood Yard onto Lot 69 aDd that such~t to and

shall nm with the property without conditions or limitations. The use of II a Wood

and such use as a Woad Yani is detenained to

Property without conditions orlimitati~

4 The Town, including i~~ employees. is hereby permanently enjoined

from takina any further lCtio~ d • the non-c:onfocning use stanis of the

Lots 62, 65, 66, 67. ami 68B.~ the ToWll sIIaII not COIlduct or <AllSe ..y hearing to

be held teprdiDg such . 8nd e Town sball not hold or determine of!Ule that the use of theo
Lots 62, 65. 66, yard is not a 1epl noftooCODforming use.

incuned 1ft"~~I00 t Four of lou-.' FiJ:st AmoncIed VeriJied Complaint ami CoIIIlt Four of

Ho ~ Complaint are h&reby dismissed with prejudice.

~ This Judgment is entered in addition to the Partial Judgment entered in this c:ase

~P~aJ Judgment is not merged herein.

1

2

3'

4

S

6

7 Arizona Constitution.

8

9

10

11

18

19

20

21

22

23

24

s



"

shall be entEred immediately.

DATED this day of 2010.

Approved as to form and contmt

There is DO just IeasoD for delaying the entry of this Judgment and this Judgment

$UperiQ "' -.nil'''' IV~ County

8.

Jeffrey T. Murray
William J. Sims m
AltorlfeJ'8lor /Nftru:ltmt.
The Town ojCamp Y"dc
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Judgment Pursuant to Stipulation
Exhibit A to Exhibit C

Consists of the legal description of Parcels 404-02-062, 404-02-065, 4~-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 ActiO(()

EXHIBIT A to EXHIBIT C
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IN THE SUPERIOR COURT OF THE STATE OlF[AJL{7i~
Ire! AND FOR THE COUNTY OF Y ~

SOPHRONIA ZELLNER, a single woman;
CANYON WOOD SUPPLY, LLC. an
Arizona Limited Liability Company; THE
ZELLNER LIVING TRUST; and JERSO
INVESTMEN1'S, LLP. an Arizona Limited
Lilbility Putnenhip,

PlaintifFs,

TOWN OF CAMP VERDE, a political
subdivision ofthe State ofArimna. Q;;:;

Thomas P.~ 1007110
MUSGROVE. DRUTZ II: KACK. P.C.
1135 Iron Sprinp R.oad
Post Oftice Box 2720
Prcsco~ AZ 86302-2720
Tel: (928) 445-5935 • Fax: (928) 445.5980
p'?1r@rebttoDADet
Attorney/or P1DlntiffCDlifontia Hotwood. Inc.

PBRONIA ZELLNER, • sin&le woman; CANYON WOOD SUPPLY t

J£t"ah-.A,mma Limited Liability Comp8DY; THE ZELLNER LIVING TRUST; and

~JE~),nM!:S'TMENTS, LLP, an Arizona Umited Liabt1ity Partnasbip, (collectively

~rlMr'') through Attorney Robert BBrlCj and PlaintiffCAlJFORNIA BOTWOOD, INC., a

ifomia Corporation, ('lfiotwoodj through Attorney Thomas P. KICk; and the TOWN OF
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the Judgment

MUSGROVE, DRUTZ & KAC~ P.C

Thomas P. Kack
Musgrove, Drutz & Kack. P.e.
Attorneyfor PlaintiffCalifornia Hotwood,
Inc.

__day of August. 2010.

Hotwood, Zellner and the To

Hotwood. ZellDe'I'/llJ1lll

2.

3.

4.

Ho~ Zellner and the Town stipulate that ecr x

Pursuant To Stipulation submitted to the Court pursuant(§)'. on and approved as to

form and content by the parties to this action. 0
/!

.pulat t they waive the right to appeal. to

file a motion for new trial. and to seek to et aside the Judgment Pursuant to

Stipulation and further stipulate thatth~otdirectly or indirectly attack or seek to relitigate

the rulings contained in Judgment ~~ationor any findings therein.

Jio respectfully request that the Court execute the

CAMP VERDE. a political subdivision of the State ofArizona, ("Town"), hereby recite,

stipulate and request as follows:

I. Hatwood, Zellner and the Town bave n:ached a settl~ all outstanding

issues in this case and a copy of such ~'Compromiseand SettlementA~~ent" is provided to

the Court by its attachment hereto as Exhibit "1". ~.
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Copy ofthe foregoing mailed
this __ day ofAugust, 2010, to:

Robert L. Earle ~
A.ttorneyfor Plaintiffs Zellner, Canyon Wood. Supply, LLC, Zellner Living t, Jerso
Investments, LLP

~
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Stipulation for Entry of Judgment Pursuant to Stipulation
Exhibit 1 to Exhibit 0

The Compromise and Settlement Agreement, which is omitted in~hipy
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]

An Open letter to Sophie Zellner, the Zellner family and the Citizens of Ca

I would like to extend an apology for the past and present events that I
wood yard controversy to Mrs. Sophie Zellner, her family and the citiz s f11'-.4~:$h'"

Verne. ~

While I recognize that the settlement of this issue cannot erase eOn s red by
all of us, the settlement does afforn us the opportunity to mo rd ith a greater
understanding of our roles, rights; processes and responsi II~ 0 s re that the
Town serves the needs of its citizens, our Council has set ~ gressive schedule
to rewrite our zoning ordinances.

________, 2010

The Town required you to justify the use of your 0 erty a d provide proof of the
grandfathered status of the property, even though als and the 80arn of
Adjustment had previously found thatone~elots. , was grandfathered in for
use as a wood yard.

The Town realizes that this processhas~"9 tional distress, anguish and grief
for all parties involved. 0 U/ () ?
You and your husband and family h~~ng-time leading members and
supporters of our community. ~/~

In conclusion, I sincere 0 . ur actions and know that the payments the
Town makes pursuan t s nt agreement do not even begin to make up for
the cost financially, tio all n in terms of time.

Sincerely.

EXHIBITU /-"



[DRAFT DOCUMENT NOT YET APPROVED BY COUNCR.j

[EXCHANGED PURSUANT TO SBT'I'LEMENT DISCUSSION
UNDER. EVlDENTL\R.Y llULB 408] ~

()
______~.2010

AzJ. Open Leaer to Califomia Hotwood

I would like to extead an apology for the past andpreseGt eveats that ~ I1De:r Wood
)'lid comrovasy to Califomia Hotwood.

Wbile I recopize that the seulemeat oftbiJ iasuo C8DDOt erua~ by all ofus. .
the settlement does atlbrd us the opportIIuky to move WI a DIIderItIDcIiqof
our roles, rights. pmceateI, ad reIpODIibiIi1ies. To . that . own serves the oeeds ofits
citizeDs, our Council has let JDrtb aD agreuivc to' our zoning ontina!WI,

'Ibe Town required the ZeUnen to justifY the . qf their . '. aDd provide plOOfordie
grmdfathend statui of the property. even Own officials IDd the Board ofAdjustmeat
had previously found that one ofthe lots. Lot 69. iathered in Cor use as a wood yard:
The Town realizes that this process hu distress, anguish and grieffor aU

parties involved. 0 ()7() rY .
Califomi~ Botwood has continuedthe~~the wood yard and is I valuable part ofour

COIDIIlUDity. ~/'0 .
In eoaclusion, I sincerely 10 actions iad know that the efforts the Town makes
pursuant to our sett1em t even begin to make up for the cost financiaJlyt
emotionally IDe! in

Sinccnly.

BobS
Mayor

EXHIBIT" J.. "



RESOLUTION 2010-817

A RESOLUTION OF THE MAYOR AND COMMON COUNCIL
OF THE TOWI'! OF CAMP VERDE, YAVAPAI COUNTY, ARIZONA,

APPOV.ING 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 "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.

{2A~i~2:c-
Bob Burnside, Mayor (1. Ifr· r2lJ/v

Attest:

('

~Ll LJ,JzaJ; (I.&'1-h, .lz L-
Deborah Barber, Town Clerk

APP~form:

Town Attorney~



COMPROMISE and SETTLEMENT
AGREEMENT

TIllS 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 ("]erSo"), (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."

mE PARTIES RECITE, COVENANT, CONDmON 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 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 62"), 404-02-065 ("Lot 65"), 404-02-066
(''Lot 66"), 404-02-067 (''Lot 67"), 404-02-068B (''Lot 68B") and 404-02-069 ("Lot 69"), 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 pennit 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 ("RPPN') for the purchase by Hotwood ofthe 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 ofthe 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
ofthat 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.

I. 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.

J. Previous to the sale of Lots 62, 65, 66, and 68B to Hotwood, the Zellner Entities
utilized all ofLots 62, 65,66,67, 68B and 69 for a Wood Yard, and such use has been continued
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
lerso pursuant to the RPPA, for use as a Wood Yard due to the residential zoning ofthe 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 inteIVened and filed its own complaint and said action is now pending,
which action shall be included in the term "Arizona Action."

2



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 ofLot 69 for past and future commercial purposes as a Wood Yard
bas been confirmed as a legal non-conforming use, that runs with the land.

O. 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 ofLots 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 Coooty Zoning Code as then applicable and as
interpreted by Yavapai County allowed the Zellners' expansion ofthe 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.

3



S. The Parties agree that the use of the Property as a Wood Yard was and is a legal
non-confonning 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 "Judgmenf' 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 pennitted 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.

2. Incorporation. All ofthe recitals set forth above are true, correct, and made a part
ofthis 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 1he 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 68Br-before he approved expansion ofsaid use to Lot 69. Such lots were all being used for a
Wood Yard when 1he 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
nms 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 ofthe Property or any portion thereof or interest therein.

4



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 ofaction, demands, damages, costs, loss ofprofits 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 ofthe claims ofthe 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 ofany kind and nature, known or unknown, which any ofthem,
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 ofthem, do hereby release, acquit and forever discharge the Town, and
each of its attorneys, 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
ofany kind and nature, known or unknown, which any ofthem, jointly or severally, now haveor
may hereinafter accrue which arise from the Arizona Action and facts that formed the basis of
the claims ofHotwood 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 ot: 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 ofany kind and nature, known or unknown, which any ofthem,
jointly or severally now have related to claims for breach or default 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.
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E. To the extent pennitted 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 ot: for, from and against any and all claims, actions, causes of action,
demands, damages, costs, loss ofprofits or service, attorneys' fees, expenses and compensation
ofany kind and nature, known or unknown, which any ofthem, 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 ofsuch 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
believe4 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 r~lating to or arising from the zoning dispute.

I. 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. Ifthis Agreement is not so approved on or before August 18,2010, it shall be null and
void.
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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 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 ofEscrow 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 ofthe 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 ofproperty 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 ofthe 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 a.ffi..

B. Log processing and receiving operations shall not take place on Sundays. All
other business activities such as retail sales ofwood 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.
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The sole and only remedy for any alleged violation of this paragraph 8 by the owner or
possessor ofthe Property shall be the right ofthe 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 ofthe Property as a Wood Yard, nor shall any violations or number of violations
resuh in the limitation ofthe future use ofthe 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 ofLot 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 ofLot
69 and Murdock Road, for benefit ofthe Property, and to promote the health, welfare, and safety
ofadjacent 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 I, 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 fu-st 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 anyon-site improvements to the
Property, including connection to the water line, and shall be responsible for the costs ofsetting 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.
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10. Payments to Zellners. Botwood 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 precedent to Hotwood's
paying such sums shall be entry ofthe Judgment and the Partial Judgment and the running ofany
and all applicable appeal time periods, without appeal, and the execution and performance ofthe
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 shan be made on or before the
fust and se.cond 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 ofthis Agreement.

11. Remedies. Non-Excuse ofObligations. Upon this Agreement becoming effective,
including the fmal Judgment and Partial Judgment being entered in the Arizona Action and
becoming fmal, 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 d~posits 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 Botwood 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 ofthis Agreement are detennined 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 ofparagraph 8 of
this Agreement.

12. Non-Admission. Nothing provided herein shall constitute an admission by any
party hereto, or a release or modification ofany rights and remedies ofthe 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 ofthe Property and each lot thereot: which will also allow Hotwood
and the Zellner Entities to conclude their agreement.

9



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 ofthe party to the other signatories, but the failure to do so shall not
affect the binding force and validity ofany facsimile signature.

14. Advice of Counsel. Each of the Parties hereto warrants that they have consulted
with their attorn.eys concerning this Agreement and all matter covered by it, that tPey 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
ofwhich 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 ofthis 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 ofthe 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 I8.C.
below.

C. The binding effect ofthis 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 ofEvidence 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 ofEscrow 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 otherParty 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) ofwhich the defaulting 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.
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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
ot: 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 ofcounsel.

22. R~resentations 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 fmality of this Agreement contained herein, and that the Party
understands, without reservation or doubt, the effect and finality of this Agreement.

C. Each ofthe 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 ARS. § 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:

Ifto the Town: Town ofCamp Verde
473 S Main St
Camp Verde AZ 86322
Telephone: 928567-6631
Fax: 928 567-9061
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With a copy to:

Ifto the Zeller Entities:

With a copy to:

Ifto Hotwood:

With a copy to:

William 1. Sims, ill
Moyes Sellers & Sims
1850 N. Central Ave., #1l00
Phoenix, AZ 85004
Telephone: (602) 604-2141
Fax: (602) 274-9134

Sophronia Zellner
216 Nesting Glade
Depoe Bay, Oregon 97341

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

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

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 Ir()n, 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. Governing 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 ofthe same shall be filed in the Superior Court ofYavapai 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 ofthe property as a Wood Yard.

26. Waiver. No waiver by any Party of any breach of any ofthe terms, covenants or
conditions of this Agreement shall be construed or held to be a waiver of any succeeding or
preceding breach ofthe 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 e;lCecution, 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 ofthe
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 ofaction.

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 Perfonnance and Time of the Essence. Strict performance is required as to
each and every term ofthis Agreement and time is and shall remain ofthe essence herein.

TOWN OF CAMP VERDE

By: --¥-=--Q;j----'----"~""'-------'-~._
Bob Burnside, Mayor

STATE OF ARIZONA )
) ss.

Coun~ofYavap& )

On this, the 1!L day of fJfttt:u ,2010, befure me a notary public, Bob Burnside, the
undersigned officer, personall appeared, sattsfactonly proven to be the person whose name 1S

subscribed to the within instrument, and acknowledged that he executed the same, as Mayor of
the Town ofCamp Verde, Arizona, for the purposes therein contained.

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

My Commission EXPiresk j3,J.LJj3

ATTEST:

Town Clerk

Approved:

William Sims m, Town Attorney

Notary Public

(i), DEBORAH A. SARSER
. Notary PUblic - Arizona

Yavapai County
• • My Comm. EXPires Sep 13, 2013
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32. Titles. The titles and headings provided for in the numbered sections of this
Agreement are provided tor convenience and shall not effect or alter the interpretation or
enforcement of tlus Agreement.

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

TOWN OF CAiVlP VERDE

By' _(lJA-=--~---,.=-~---=--~_.....::........._~~...-:".__
Bob Burnside, Mayor

STATE OF ARIZONA )
) S8.

County ofYavapai )

On this, the a day of fltlhLM: , 2010, before me a notary public, Bob Burnside, the
undersigned officer, perso;TITappeared, 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 pUlposes therein contained.

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

My Commission EXPires:,..,hpt. /3,J..Ol:.'>

ATTEST:

D.hU?!) Lt [~/0Vl)
Town Clerk

Approved:

Notary Public

ti DEDonAH A. BAHOI:R
~ Notary Public. Arllona

• •. YavapaI CouRly
~ My Comln. Expires Sep 13. 2013

~ -".. ~~~:OOOQII""_""",.1. - ''4»*-~
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