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APPENDI X 1
SAMPLE TRUST DEED
TRUST DEED
TH S TRUST | NDENTURE, Made this day of ,
________ , by and bet ween , a corporation
organi zed and exi sting under and by virtue of the laws of the State
of , (hereinafter called "GRANTOR' or "PARTY OF THE

FI RST PART"), and (see text, pages 6 and 7, for selection of entity),

TRUSTEE, a corporation duly chartered, organized, and existing under and
by virtue of the laws of the State of
(hereinafter called "TRUSTEE' or "PARTY OF THE SECOND PART").

W TNESSETH:
THAT VWHEREAS, is now the owner of property
known as , located in or near the Cty of ,
County of , State of , Wwhich property

is being inproved and devel oped by the construction of dwellings
t hereon; and

WHEREAS, Grantor is the owner of certain property, (hereinafter
nore particularly described) upon which there is located a well or wells
and a plant, together with distribution facilities (hereinafter referred
to as "water system'), for the purposes of supplying water to al
properties connected or to be connected to the said water system and

WHEREAS, the Departnent of Housing and Urban Devel opnent (HUD) will
not accept for insurance, and the Veterans Administration will not
guarantee or insure, nortgage |oans covering the separate properties and
i mprovenents built or to be built thereon, without receiving assurances
as to the continuous and satisfactory operation of the said Water
system and

WHEREAS, such inprovenent and devel opnent of the properties and the
future financing and sale of the properties is contingent upon the
i nsurance of said nortgage | oans by HUD or the guaranty or insurance
of said nortgage |oans by the Veterans Admi nistration; and
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WHEREAS, it is the intention and purpose of the Gantor that such
wat er system shall be used and operated to provide an adequate supply
of water for each of the properties connected thereto, regardl ess of
the ownership of the individual properties, and properly to maintain



an adequate water supply for donestic consunption for the occupants of
said properties, and to assure the continuance of the operation and
mai nt enance of such water systemfor the benefit of the present and
future owners of the properties connected thereto, the nortgagees
hol di ng nortgages covering such property, and HUD and the Veterans
Adm ni stration.

NOW THEREFORE, for and in consideration of the undertakings of
the Grantor to provide and assure the maintenance and operation of the
wat er system as aforesaid and the further sumof One Dollar ($1.00)
Lawf ul noney of the United States cash in hand to Grantor by Trustee,
the receipt thereof is hereby acknow edge, the G antor does hereby
grant and convey to the party of the second part, as Trustee, the
followi ng property, to wt:

(A Al of its right, title, and interest in and to the
foll owi ng described real property:

(Conpl ete description of property upon which water
systemis located to be inserted in this space)

(B) The well or wells, plant, chemcal treatnent facilities,
storage and distribution facilities, including the water mains and
lateral lines, heretofore constructed or to be constructed, including
all easements incident to the ownership and operation of said water
system

Further, the Grantor hereby warrants that there are no existing
encunbrances, liens, or other indebtednesses to the title of the
wat er system conveyed hereunder, other than the foll ow ng:
And warrants that the above said encunbrances, |iens, or indebtednesses
(if any) have been subordinated to this conveyance and are subject to
this Trust Deed.
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Thi s conveyance is upon the trusts and for the purposes
following, to wt:

1. This grant is for the benefit of the present and future
owners of all and each of the properties now or hereafter connected to
the said water system as well as the holders of the nortgages covering
each of the said properties, and Trustee shall hold the title to the
property granted by this indenture until either (a) the water systemis
taken over by either a Governnental authority or a public utility
(regul ated and controlled as to rates and services by a duly constituted
public regul atory body or conmi ssion) for maintenance and operation, or
(b) other adequate water service is provided either by a Governnental
authority or public utility (regulated and controlled as to rates and



services by a duly constituted public regulatory body or conmm ssion)
t hrough neans other than the operation of the water system and
facilities now transferred to the Trustee herein. Upon the happening

of either of such events at a tine when the Grantor is still operating
and managi ng the water systemin accordance with the terns and
provi sions hereof, the Trustee shall imrediately reconvey the property

to the Grantor, its successors or assigns, and this indenture shal
be of no further effect.

2. The Grantor shall supply at all times and under adequate
pressure for the use of each of the properties duly connected to the
said water system a sufficient quantity of water to neet the
reasonabl e needs of each of the properties duly connected to said water
system Such water shall be of the quality and purity as shall neet
the 1974 Safe Drinking Water Act of the U S. Environmental Protection
Agency (EPA), so as to produce water w thout excessive hardness,
corrosive properties, or other objectionable characteristics making it
unsafe or unsuitable for domestic use or harnful to any or all pipes
within and/or without the dwellings. Records of any and all tests
conducted in connection with said systemshall be kept as permanent
records by the Grantor and said records shall be open to inspection by
the State Board of Health of the State of and the
owners of the properties connected to the said water system The said
Board of Health and/or its agents shall at all times have access to the
pl ant of the Grantor to conduct any and all tests as said Board shal
consi der necessary to determ ne conpliance with the said Standards.

In any event, the Grantor shall have said anal yses nade at | east quarterly

and shall pay all costs in connection therewith. |In the event said
Board shall determine that the quality and purity of the water does not
neet the said Standard, the Grantor shall, with reasonabl e dispatch, at

its sole costs nake any adjustnent, repair, installation, or inprovenent
that shall be necessary or recommended by said Board to bring the purity
of the water up to the said Standard.
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3. The Grantor shall maintain said water systemat all tines

in good order and repair so that satisfactory service as aforesaid may
be supplied to each of said properties as provided in paragraph 2 above.

4. Until the happening of one of the events set forth under
par agr aph nunbered 1 above: Should Grantor fail to operate and nmanage
the water system in the nmanner and under the conditions specified in
par agr aphs nunbered 2 and 3 above and should Grantor fail, after notice
inwiting fromthe Trustee, to correct such failure with reasonabl e
di spatch, then Trustee shall take inmredi ate possession of the water
system for the purpose of operating and nmaintaining the same, and shal
hol d, use, operate, manage, and control the sanme either itself or by or
t hrough any of the agencies or parties for whose benefit this trust is
created and it shall take possession thereof for the purpose of operating



the sane, and in that event, the Trustee or the entity operating the water
systemin its behalf or in the behalf of any of the beneficiaries of this
trust, shall be subrogated to all rights of the Gantor to |levy and coll ect
a charge agai nst each customer at rates not in excess of those specified

i n paragraph nunbered 6 herein.

5. In the event the Trustee takes possession of the water
system pursuant to the provisions of paragraph nunbered 4 or paragraph
nunbered 6, the Gantor shall have no further right, title, or interest
inor to the water system or other property granted by this indenture
and shall not be entitled to any portion of the proceeds resulting
fromany sale of such systemor property; but the Trustee shall have
the right to transfer such systemto a Governnental authority upon
such terms or conditions as may be approved by the Trustees and the
owner or owners of a majority of the properties connected to the
wat er system

6. The Grantor reserves the right to levy and collect a
charge for water furnished and consumed by the occupants of each of
the properties connected in the amount of $ per for the
first gal | ons per consunption, payable

i n advance on

A di scount will be allowed if paid within___
days after same is due. Service shall be charged on a prorata basis
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fromthe date the service is established at the request of the consuner

to the date of its discontinuance. The G antor shall have the right to
install on each of the individual properties a water meter to be naintained
by the Grantor, through which all water supplied to the consumer

or consumrers shall pass and to which the Grantor shall have access at
reasonabl e tines for the purpose of taking neter readi ngs and keeping

said neter in repair. |In the event the consuner shall have used in the
excess of gal | ons per , the Grantor may charge for

any such excess at the follow ng rates:

Cents per thousand gallons for the

next t housand gall ons used per ;
Cents per thousand gallons for the
next t housand gallons used per _ ;
Cents per thousand gallons for the
next t housand gall ons used per _ ;

(a) It is agreed between the parties hereto that for the first year of
operation of the water system the above rates shall be deened
reasonabl e.

(b) The Grantor shall maintain accurate books relative to the water



system Such books shall be available for inspection by a person or
persons designated in witing by the Trustee or designated in witing

by not less than one-third of the beneficiaries of this Trust; provided,
that the continuing right of inspection hereby created shall be exercised
only at the place where such books are customarily maintained in
; that such right of inspection shall be exercised during
usual business hours, after reasonable notice and in such a manner as

not to hanper unduly or interfere with the conduct of the Gantor's

busi ness

(c) Changes in rates may be proposed by the Grantor and by the said
beneficiaries. |If, within 90 days after notice to the Trustee and to
the beneficiaries of a rate change proposed by the G antor, not nore
than one-third of the beneficiaries of this Trust shall have signified
in witing their opposition to such proposed rate change, the Gantor
may forthwith establish such new rates which shall be deened reasonabl e
pendi ng the accunul ati on of experience to show such new rates to be
unreasonable. If nmore than one-third of the beneficiaries signify in
witing their opposition to a rate change proposed by the Gantor, or
if nmore than one-third of the beneficiaries propose in witing a rate
change which the Grantor opposes, and the parties cannot reach an
agreenment by negotiation within 30 days, then the matter shall be referred
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to a board of arbiters, who shall be designated as follows: The G antor
shal | designate an arbiter, the beneficiaries shall designate an arbiter
and the two arbiters thus sel ected shall choose a third arbiter. The
deci sion of the board of arbiters as to the reasonabl eness of rates

shal |l be final upon the parties hereto. Al costs of arbitration shal

be paid by the losing party or parties. The duly elected officers of a
citizens' or property owners' association conprised of the beneficiaries,
or the nmenbers of a conmittee duly appointed by such officers, shal

prima facie represent nore than one-third of the beneficiaries.

(d) Should the Grantor charge rates for water service in excess of
reasonabl e rates, as herein above defined, then the Trustee shall notify
the Grantor of such overcharge by registered. nmail. Should the Grantor
thereafter fail or refuse to establish and maintain fair and reasonabl e
rates, as herein above defined, within the period of ninety (90) days,
the Trustee shall take imedi ate possession of the water systemfor the
pur pose of furnishing water service at fair and reasonable rates and the
Trustee shall hold, use, operate, manage, and control the water system
as set forth under paragraph nunbered 4 above.

7. Not wi t hst andi ng any ot her provision of this trust deed,
any creditor of record of the Grantor shall have a reasonabl e period of
time to correct any default hereunder prior to the taking over of the
property by the trustee.



8. If it should becone necessary at any future tinme for the
Trustee or any entity acting in its behalf or any beneficiary under this
trust Indenture, to take over, operate, and manage the water system
under the provisions of this trust, then and in that event, the operator
of such systemshall be entitled to a Trustee's fee payable fromthe
incone of the water systemat a rate not in excess of % of
the gross charges coll ected by such Trustee, provided that such Trustee's
fee may be increased with the approval of the owner or owners of
seventy-five (75) per cent of the properties connected to the said water
system

I N TESTI MONY WHEREOF , the Grantor, has
caused these presents to be executed in its behal f by ,
its President, and its corporate seal to be hereunto affixed and attested
by , its
and t he , the Trustee herein naned, has caused
these presents to be executed by ,
its President, and its corporate seal to be affixed and attested by
, the day and year first herei nabove witten.
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In entering into the agreenent contai ned herein and executing this Trust
| ndent ur e,

acts for itself as Trustee and as representative of and by authority of
all persons, firms, corporations, or entities which are or may be

benefi ciaries under the trust thereby created.

G ant or
By
ATTEST:
Trustee
By
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