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DECIRSSIFIE~ 
STOCK PlJRCBASE AND SALE AGREEMENT 

AGREEI\.(Et"-1" AND PLAN OF CORPOR;\TE SEP0 R;Tl0l'i 

AGREEMENT, dated as of March 19, 1996, by and among Adrian P. Reed. 

Nathaniel P. ~.Samuel P. Reed and Joseph V. Reed, Jr., as trustees unJer the Hebe 

Sound Trust AJTeement berel.oa.tter referred to &Dd DOt lndividually (the "Tnutees"), Jupiter 

Island Club, lee., a Florida \Orporatioo (" nC") and The Hobe Souod Company. a Delaware 

corporation (the ·company"). 

WIT N ESSETH · 

WHEREAS, since 1944 the Company tw been actively eogaged in the business or 

operating UDder the name •Jupiter Island Club" certain facilities on Jupiter Island, A orida, 

including 10lf. croquet, bathing, te!lll.is. boating. marina , dinillg and lodging fJcilities (such 

business beinl hereinafter referred to as the "Club Operations"); and 

WHEREAS, since 1969 the Company, througb its wholly-owned subsid1ary, Hobe 

Sound Water Company, a Florida corporation (the "Water Company"), hu beeo actively 

enga1ed in rhc bus~s of operating a water c1iscribution utility serving pws of Martin 

County, Aorida under a certificate o( authority issued by the Florida Public Service 

Commiuion: aed 

WHEREAS, the Company has outstanding 6,500 shares of common stock, SIO par 

value (che ·commoa Stock"), or which 3,956 (the "Shms") are owned b)· c::~ 7 c-..:::.::s : ar.d 



WHEREAS, the holders of the Common Stock OCher lhan the TrwtceJ (the "Minority 

Stweholders") i.nclud.e i.n lheir nw:nber a rubsta.ntlal majority or the club members frJ( whom 

the Club Operations are conducted and upon whose patroruge the success of the Club 

Operations depends; and 

WHEREAS. the partieJ believe tbat a cbqc Ill the control or the management or the 

Club Operations from the Trustees to the Minority Shareholders and other club members will 

significantly beoefit the Club Operations; and 

WHEREAS, the parties c!esire to resaucture rbe Company so tlut in the furure the 

Trustees will control and manage the Water Compa.ny and certain other assets of the 

Company, a.od lhe Minority Shareholders will control a.nd manage (aloog with other club 

members) the Club Operations; and 

WHEREAS. nc has been incorporated as tbe vehicle through which a majority of tbe 

Minority Shareholders and other Club members wW hold their coottolliog interest in tbe Club 

Operations; and 

WHEREAS, the Trustees desire to exchange a portion of the: Sbarc:s for the capital 

stock of the Water Company, to acquire rbe real property owned by the Company not related 

to the Club Operations in exchange for a portion of the Shares, and to sell the baJance of the 

Shares to nc. all on the tenns and subject to the conditions hereinafter set forth; and 

WHEREAS, on the ten.u and subject to the conditioru hereinafter set forth. the: 

Company and nc each desire tO acquire Shat"eS from th.: Trustees. 



NOW, THEREFORE, ln eoaslcteration or tbe premises ~ or che eove11at\ts and 

aa:reemeata berelnatter set forth , me partiu do bereby aaree u rouc ws: 

Section 1. Dcfiojtjoos. 

Tbc foUowing terms used herein shall have the following meanings: 

(a) • Atreement" shall mean thjs Stock Purchase and Sale Agreement and 

Agreemeot and Plan of Corporate Separation and the Schedules and Exhlb;ts referrerl to 

herein. 

(b) ·Bubble House Lots" shall mean the real property desig-ruued as such in 

Schedule 3.12 bereor. 

(c) "Closing" shAll bavt the tneMing set forth in Section 8 hereof. 

(d) •ctosing Date" stall mean July 1. 1996 or such other date as the part1es 

shall arree upon in writing. 

(e) "Club Operatior..s· shall have the meaning set forth in the fim 

WHEREAS clause in this Agreement. 

(f) "Company• shall mean The Hobe Sound Company. a Delaware 

corporation. 

(g) ·common Stoclc" shall mean the common stock of !.he Company. S l 0 

par value. 

(h) "Hobe Sound Trust Agreement" shill mean !.he agreement. dated 

December 16, 1964, between Joseph Verner Reed, u settlor. and Pern • .:l1 ;1 Pryor !leed, 

Adrian P. Reed and Nathaniel P. Reed, as trustees . 
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(I) "Isl&Dd Club" ahall mean Tbe Island Club, lnco~ratcd, a Florid;a 

corpor3tion. 

(j) ·nc• shall mew Jupiter lsl&nd Club . Inc., 1 Florid3 corporation. 

(k) "Minority Shareholders• shall mean holders or Common Stock other 

tlwltbe Trustee$. 

(I) "Minority Trusu:es" shall mean the austees under the Voting Trus 

Aareement. 

(m) "Non-Club Real Estate" shall mean the real property described in 

Schedule 3.12 hereto, i.Dc:ludin& the Bubble House Lots and Riverview Cotuge, &nd any 

reversionary interest of the Company in real property cot located in the Town of Jupiter Isl3nd 

heretofore donated by the Company to &ny ooo·profit oraovernmental entity. 

(o) "Restriction· sball mean the aareemeot of the Trustees with the Property 

Owning Stockholders Committee wltich is set forth on the stock certificates representing the 

Shares. 

(.:>) "Riverview Cottage" shall mean the real property designated a.s such in 

Schedule 3.12 hereto. 

(p) "Shares" sball mean the 3,956 shares of Common Stock owned by the 

Trustees. 

(q) "Subsidiaries• shall mean the Island Club and the Water Company . 

(r) "Task Force" aball mean that cuuin Task For: c appointed by the 

President of the It land Club to work on the possible acquisition or L':~ Company by the 

members of the Island Club. 
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(I) •Trustees• shall mean the trustees uoder the Hobe Sound Trust 

Aareement in their apac:itics u such and not individually. 

(t) ·votina Trust AJteement• sh.all mean the voting trust agreement mace 

November 1, 1992 by H . uwrenc:e Bogert, Nelson Doubleday, DavidS. Healtel and E. 

Carroll StoUenwerck and cen.ain stoclcholdcn of the Company. 

(u) "Voting Trust Certificate• sh.a.ll me~ a votiaa trust certiftcate Issued 

pW'S\Wlt to the Voting Trusc Alf~ot in respect of shares of Common Stock deposated 

under the Voting Trust Agteement. 

(v) "Water CompllDy" shall mean Hobe Sound Water Company. a Florida 

corporation. 

Section 2 . Tramactjons . 

Upon th.e terms and subject to the conditions set forth in this Agreement, th.e parties 

agree that the following transactions will be consummated oo the Closing Date : 

(a) The Trustees shall trUlSfer, assign JJ:O surrender to the Company 829 o f 

the Shares in exchange for all of the 100 outstanding shares of cor:nmon stock. oo pnr value:. o( 

the Water Company. 

(b) Tbe Trustees shall tnnsfer. assitn and surrender to the Company 586 or 

the Shares in exchange for the Non-Club Real Estate. 

(c) Tbe Trustees shall sell, assign, convey. transfer and deliver 2,541 o r the 

Shares to nc. a nd nc sh:all purchase said Shares from the Trustees, for the price or 

S23,000,000, payable in cash on the Closing Date:. 

-S· 

1-' -
., _ 



Section 3. Rcpmcntatjom and Warranties o! tbc Company. 

The Company represents and warrants to the Trustees and nc th3t. 

3.1 Autborjza!lon· No ConOict. 

(a) Djw:roa Mcctjnz. At 1 duly called and noticed meeting of the 

Board or Dlrt.etors or tbc Company this Aarcemcnt and the transactions contemplated hereby 

have been approved by the favorable vote of at le:15t eight Directors. including all of the 

Minoricy Trustee.s; and this A<Jrecment has been duly executed and delivered by the Company 

and constitutes 1 ''al id and bindinz agreement of the Company in accordance with it.s terms. 

(b) No ConOict. Neither the execution and delivery of this 

Agreement nor the consutnmation and perfo~ce of the transactions con:::npllted t::reby 

will contravene, conflict with or result in a violation of the certificate of ir.corporation or 

bylaw$ of tbe Company or either Subsidiary or any material agreement or other instrument to 

which any of them is a patty or by which any of them is bound, or. to the l...:st oi the 

knowledge of tte Company . any law or governmental regulation or adrru..,_;SliJll ' e or judtcial 

order or decree to which the Company or either Subsidiary is subJect 

3.2 Sbaa:holdcc MeetjOJ . A meeting of the sh.areholde:s of the Company 

to consider approval of the transactions contemplated by this Agreemem b1s been or will be 

duly called by the President of the Company lO take place on or before Jur.e 5. 1996. 

3.3 Orzanlratig,Q. Tbe Comp~y is a corporation duly orpnlzed . valtdly 

existing and in Jood standing under the laws o f the state of Delaware . .,. it'l fu ll cor;>orlte 

power to own its assets and to conduct the business in which it is now engaged Annexed 
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hereto u Schedule 3 .3 are copies or the Certificate or Incorporation a.nd Bylaws or tbe 

Company as now in etrecc. 

3.4 Cagjri!ljzi[jOO. The aggregate number or stwes which the Company is 

authori.zed t0 issue is 8,500, c.onsisdaj or 2,000 sb&res ot preferred stoc::lc, SlOO par ntue, and 

6,500 shares or Common Stock. None of said sb.a.res of pre(erred stock ha.s been issued, and 

all of said share$ of Common Stock, includwg the Shares, lave been duty and validly issued 

and are outstandini and tully paid and aoausessable. Tbe Company lw DO outstanding 

sub~riptions. concn.c:ts, options, wunnts, or other obtiaations to issue . sell , or otherwise 

dispose of, or tO purchase, redeem or otherwise acquire. any shares of its preferred sroc::k or 

Corrunon Stock. 

3.5 Sub$jdjaties . The Company owns all or the outstanding capital stock of 

the Water Company and Island r,lub, each of which is a Florida corporation. duly organized, 

validly existing aod in good staoding under the laws of Florida. The authorized capital stock 

of the Water Company consists of 100 shares of comr.:oo stock, DO p:u value. all of which 

have been duty and validly issued aod are fuUy paid a.:~d oon-a.ssessable. The Company does 

not own any class or equity securities or any insrrume:::t e:<cbange:1ble fo, or convertible into 

the equicy securities or any other corporation. The Company is not a general or limited 

partner in any p:utnerahJp or engaged ln a joi.ot veorure or any similar relat ionship witb any 

person or entity. 

3.6 Foreian OualiCicarlons. The Ccmpany is duly quahf1et1 to conduct 

business in Florida as a (C\reign corporation. and neiL':er t:he n.arure of iu assell nor the 

. i. 
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. busilless it cnnsacu requires either the Company or either or the Subsidiaries co be qualirled to 

conduct business u a forelsn corporation ln any state or jurisdiction other than Florida. 

3.7 I.lceQKS and Pennj!.3. The Company and each of !.he SubstdiarieJ, 

resp«tively, has l11 material permits, Uceo..ses and authorizations required co velt L'l ic full 

power and authorlcy co conduct Its opetations ; each such pennic. license . and authorization is 

in full fotce and el'fect; and there are no pending or threatened claims. investigations. actions. 

suits or proceedi.Qas (admlnlstradve or judicial) seeking to revolce, sUlpend or rescio:1 a.ny such 

permit, license or authori.z.ation except as set forth in Scbedule 3. 7 acu.ched hereto. Said 

Schedule 3.7 is a aue and complete scbedule setting fo rth as of the date hereof {a) the name or 

desigt:atioo of each material permit. license or othe~ authori..ution required by !.he Comparty 

and eacb of the Subsidiaries, respectively. in the conduct of its bus loess (bl the date tPereof. 

(c) the expintion date thereof, (j ) the kind or kinds of business authorized to be conducted 

thereunder and (e) the name of each person or eotiry authorized therein to conduct such 

business. 

3.8 Fjnancja! sm,mcms. The Company has deliVered to nc and the 

Trustees copie5 of the following financial statements of the Company and the Subsidiaries: 

(a) Consolidated balance sheet as of June 30, 199~. the related 

consolidated sr.atemeats of income, retained earui.ogs and cash flows for the ten months lllen 

ended, and the notes to such consolidated f&.nancial statements. accompanied by !.he report of 

Moore, Caler, Donten & Levine, P.A . , dated August 26, 1994 : 

C,) SU??Iemenwy informacion consisting of a consolidating balance 

sheet as of June 30, 1994 and a consolidating statement of income for U!e ten months then 
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•rld11J , accompanied by the repon tberoon or Moore , C.ler, Dontcn &t Lcvlnc, P.A., dllcd 

AU&USt 26, 1994. 

(c) Consolidated ballllce sheet as or June 30. 1995, the related 

consolidattd statemems or lDcome, retalaed earo.ings and cash n ows for the year then ended. 

a.nd the notes to sucb consolidated t\uaJlcW sute·ments, accompanied by the report of Moore, 

Caler, Donten & Leville, P.A., dated August 18, 1995; 

(d) Supplemcnu.ry information consisting of a consolidating balance 

sheet al of June 30, 1995 Uld a COOSOlidatlng Statement Of i.ocome for the year then e:lded , 

accompAnied by the report thereon of Moore, Caler, Dooten & Levine. P.A. , dated August 

18, 1995. 

(e) Bal&DCe sheets of lhe Company and the Water Compa:1y d~ted 

February 29, 1996 IDd related statements of income of tbe Company and the Water Company 

for the eight months then ended prepared by the staff of the Company and included in the 

Reporu for Management delivered to the Directors of the Company and the \Vater Company . 

To the best or the knowledge of the Company the fUWlCial StatementS reierred 

to in this Section 3.8 are true and correct and present fa irly, in all material respectS. the 

fL.o.ancial position, resulu of operation Uld other information of tbe Company and the 

Subsidiaries as of the dates and for the periods indic:1ted . 

3.9 Conrract:l and Am;emcD[s. Schedule 3.9 hereto setS forth crue and 

complete list (unle.ss included ina.oy other Schedule hereto) containing a brief and accura te 

description of aJI conrrac~. agreemenu, !uses. and underu.kbgs (whether written or oral) ar.d 
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tnsauments, involving an •arreaate cooslderation, commitment or Uablllr:y of S2S,OOO or more 

to wb.ich Company or either of the Subsidiaries is a party or by which any of them is bound . 

3.10 IMurance. Schedule 3. 10 bereto sets forth a list or all policies of 

insurance coveritli the busi.cess and assets of tbe Company and the Subsidiaries . All such 

policies are ill full force and effect (without regard to any grace periodl) on the dace hereof. 

3 .11 Clyb Facjlirlcs. 

(a) fmooa! Pmpcay. Schedule 3 .ll(a) b.ereto sets fo rth ac 

illvcocory of each item of persona.! properr:y owned or leased by lhe Company wb.icb is used as 

part of the Club Operations and which had an original cosr (i.o th.e case of owned properr:y) of 

ac lease S 1,000 or wb.ich bas an annual rental cost (in the c:ue of leased property) of ac lease 

S1.000. 

(b) Real Property. Schedule 3. ll(b) hereto cootains a legal 

descript ion of each parcel of real properr:y owned by the Complll!' wb.icb is used as part of the 

Club Operations. Such real properr:y is held subject co. zoning, resuict ioru . prohibitions :~r.d 

other requirements imposed by governmental authoriry; public utiliry e:~ semeou and other 

rightS , recorded and unrecord.ed; other easementS and matters of record; wces for 1995 and 

subsequent years: and other matters sec forth or referred to in Schedule 3 . II (b) . 

(c) Djsclajmer. NO REPRESENTATION OR WARRANTY IS 

MADE AS TO THE CO~DmON OF ANY l:i'ttPROVEMENT LOCATED Oi"' ANY OF 

THE REAL PROPERTY REFERRED TO IN SECTION 3.1l(b) HEREOF OR AS TO THE 

CONDITIO~. MERCHA.'ITABlLITY OR ATi'ESS FO!':. A PARTICULAR PURPOSE OF 

. I v. 
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'ANY PERSONAL PROPERTY INCLUDED IN THE "CLUB FACILITIES" AS HEREIN 

DEFii"-.rED. 

3.12 Non-Club Real Esqre. 

(a) Real Pmpcm. Schedule 3.12 hereto con~ins a legal description 

of (i) ucll p~l of unimproved rtal property owned by the Company which is noc used as 

part of the Club Operations and (ii) the parcels of improved rc:aJ property desi~tc:d u the: 

Bubble House Lots and Riverview Conage. Such re.U property is held subject lo: zoning . 

re.saictioo.s, probibitioos and other requirements imposed by aovernmeot.al autbor.cy: publ ic 

utility easements and other rights, recorded and u.arecotded; other easements a.od mar.ers of 

record ; wes for 1995 and subsequent years; and other matters set forth or re ferrec! to ir. 

Schedule 3.12. Prior to the Closing Date the Company will deliver to the Trustees c.nd nc a 

copy of the deed or other insaumeot creating each reversioauy interest owned by the 

Company in real property not in the Tov.-o of Jupiter lsland heretofore donated by the: 

Company to any non-profi t or govemmeot.al entity . 

(b) Djsc!ajmer. l'iO REPRESE!'>'T A TIOl' OR W ARR.~ . .'\TY IS 

MADE AS TO THE CONDITION OF Al'iY IMPROVEMENT LOCATED ON A."Y OF 

THE REAL PROPERTY REFERRED TO IN SECTION 3.12(a) HEREOF OR AS TO THE 

CONDITION. MERCHANTABILITY OR ffiNES.S FOR A PARTICULAR PURPOSE OF 

A-'\Y PERSONAL PROPERTY INCLUDED IN THE "NON-CLUB REAL ESTA 11:. . AS 

HERE!.'\ DEFINED. 

· II · 
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3.13 Water Company Rs:;a! Pmpcay. 

(a) Real Progeny. Schedule 3.13 be::to contains a legal de5<:ription 

of each parcel of real property owned by the Water Comp&ny . including all easerr!enlS. righlS 

of way and other interests in real property owned by the Water Company and used in 

connection with its b\l~iness . Such real property is held subject to: zoni.Dg, restrictions. 

proll.ibitioos and other requirements imposed by aovernmeot.aJ authoricy; public utilicy 

easements and other rights, recorded and unrecorded; other easemenlS and rnacters of record. 

taxes for 1995 and suosequeot years: and oth.er matters set fonb or referre.; to in Schedule 

3.13. 

(b) Djsclajmer. NO REPRESEI'iTA TIOI'l OR W ARR.>\l'\'TY IS 

MADE OR SHALL BE IMPLIED AS TO THE CONDmO!\ OF A..'fY L.\-1PROYEMENT 

LOCATED ON ANY OF THE REAL PROPERTY REFERRED TO IN SECTION 3.13 

HEREOF. 

3.14 EmplovecMatters. 

(a) Emplovccs . Schedule 3.14 heretv cc-·ains a con;pletc and 

accurate list showing the name, job title and current compensation of each e:nptoyee of the 

Company and the Water Company . Schedule 3.14 aJso cont.ain.s accurate cop1es of cwo 

employment agreemenlS with employees and an accurate swnmJ.ry of the term.s of the 

agreemeol5 of certain independent contractors whose employa:ent a.rungemenu luve not been 

reduced to writing. Tbrse are the only employment agreernec.:.s to whJcn the Company or 

c::t:r Subsidiuy is a party. 
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(b) Employee Benefit Plam. Neither tbe Company nor either of llle 

Subsidiaries has any bonw. incentive, proftt sb.a.rina. medical. den~l. pension. retirement. 

deferred compensation, or other employee welfare piJ.n or program or employee t>.:nefit plan 

except lhc Company 's 401 K aDd Retirement Income Plan and ic.s life . accident a.nd health 

insunnce proJRJD. a copy of uch of which is included in Schedule 3.14 hereto. 

(c) Labor Re!atjorn. Neilhcr the Company nor either Subsidiary bas 

been or is a pany to IUlY coll«tive bargaining asrcemenr. To the best of the lclowledge of t.'le 

Company, the Company and each Subsidiary has complied with all applicabl-: laws and 

governmental replations relating to employment, equal employment opporrurucy, 

nondis.:rimi.nation, immigration, wages a.nd hours, collective bargaining and the pa~·ment of 

social security and similar wces . 

3 .15 ~. All federal , st.ate &Dd local i.ocome. profic.s. franchise, sales and 

use ta.'( returns required to be filed by or on behalf of the Company or one of the Subsidiaries 

for all periods ended on or prior to the dl te hereof have been timely and prope rly fi led: no 

assessmelllS or ootices of deficiency have been inued with respect to any such ta.<t or any such 

return; no ameadmenc.s or appUw oas for refuDd have been fued or are planned with res~cc 

to any such tiJC or return for any such period : and no audit, inquiry . or examination lw 

commeoced for any C&.'t rerum flied by or on betalf of Seller or either of the Subsidiaries with 

respect to any tax payable by it nor has any consent been given co waiving any suruce of 

limitations with mpcct to any such rerum or ta..'t . 

3. 16 Utjnrjon. Exec;~: a: s~: forth i.n Schedule 3. 16 hereto there arc no 

actions. suits. proceedinJs (adrnin.istntivc or otherwise). claims. arbitrations or Lnvestigacions 

·I j. 
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"pendina or lhtcatened aaainst, or atrect.lna. cbc Company or either or the Subsid iaries In any 

court or before a.oy aovet'Q.IJlental agency or inst:rumenullcy. 

3.17 Cgmpliance wjtb l..tws. To tht best of lhe knowledge of tlte Company. 

lhe Company and each or the Subsidiaries bas complied aDd is in compliaoce with &II rn.ateri&J 

laws, ordUwlces, requirements . regulations . decrees and orders appli~ble in aoy material 

respect to its business and assets, including without Jimiutioo those relating to the 

environment. and bas oot received any notice or ooocompliaoce . 

3 .18 Certain Changes. Except as disclosed in the Reports for Management 

referred to in Section 3 .8 hereof or in Schedule 3.18 hereto, since February 29. 1996 neither 

the Company nor either of tbe Subsidiaries has : 

(a) entered into any ttansaction or contract, corrunitmeat or 

aJTUment other tbJ.n in th.: ordiu&ry course of business and of a aa.rurc aod in an amount 

consistcat with the experieace of recent years and not in violation of any of the other 

representations, warranties or covenants contained io this Agree:r.ent ; 

(b) sold, transferred. assigned, conveyed, mortgaged or pledged, l)r 

emered into any aareement to sell, ttansfer. assign, convey mortiage or pledge, any of its 

material WlJible assets other than in the ordinary course of business a.od of a narure a.od io an 

amount consistent with tbe experience of rece nt years and not io violation of any of tbe other 

represeoutions, warranties or covenants contained in this Agreement; 

(c) incurred any material liabilicy or obligation (absolute or 

contingent) other llun (i) current liabilities incurred in the ordirury course of business and of a 

narurc: ~tnd in an ~mount consistent with the experience of rece:lt yc:Jrs and not in violation of 
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any or cbc odxr representations, warnntieJ or covenuu contained in this Agreement, a.nd (ii) 

liabilities or obliaations covered by the Ulderunities or tbc Trw tees set fJ rth in Section II 

hereof: 

(d) com.mjaed, suffered, pcnnltted or incurred any default in a.z.;: 

material ooligatioo, contract, ttreement, lease, underukinJ or iDJCIWDect; 

(e) made any change adverse to It in the terms of any rr.Jteriai 

obhgation, concnct, a,reement, lease, Wlderuldng or IDsaumem; 

(0 wal\ted, canceled, sold or otherwise disposed of. for iess than the 

fair ~r.arl:et value cbereof, any material claim. right or privilege : 

(g) made any cha.oge adverse to it in the terms of a!ly insurance 

policy Cor the procecdoo of its assets or busineu; canceled, failed to reaew or aUowed to lapse 

any such i.o.sun.ncc policy or coverage thereunder; or renewed any such insurance policy or 

replaced the coverage thereunder at a ra~e or under terms Jess favorable to it than those in the 

policy being reocwed or the coverage being replaced: 

(b) d~lared. agreed to pay or m.alce. or paid or made any d1vidend . 

distribution or other payment in cash. stock or otherwise to iu shareholders : 

(i) issued any shares of any class of stock. or direcUy or indirectly 

redeemed, purchued or otherwise acquired any of iu shares , or made any cbange whatsoever 

is iu capital sauccwc; 

(j) granted any substantial in<:reue in the rate of pay o r 

months ended December 31. 1995; or granted subsuncial increues in the a.Lnul l rates of p:~ ~· 
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. 
or compensation or otncers, directors and employees in che aarreaate: or paid. or coaunitted 

itself to pay, any bonus. additional ulary, or compensation to , or made a..ny loa.n. secured or 

unsecured , to or JUaranr.y for, any ol'ficer, direecor or employee: 

(lc) c:hanacd any accounting method or p~ctice previouslv (ollo·.ued 

by it; or 

(I) authorized the enteriog into of any material trannc[lno or 

•&Teemeat wb.ich is oot in the ordinary course of business and consistent with the experience 

of reetnt years or the cakina of any action or the nature described in this Section 3. 1& . 

3 .19 Agent Cor Pmtecrive Commince. The Company bas been advised that 

the Voti.ag Trustees are the •agent for the Property Owning Stoclcholders Cocnminee · referred 

to in the Restriction. 

3 .20 Rclarionsbjg .. Witb Related Peaons. Except as is to be set forth in the 

list provided for in Seetlons 9 .8 and 10. 10 be reo(. neither Adrian P . Reed, f' aUu.rjel P . Reed. 

Samuel P. Reed nor Joseph V. Reed, Jr .. nor any of their spouses or children hJS. or since 

September 1, 1993 bas had, any interest in any property u.sed in or peruining co the businesses 

of the Company a.od the Sl.lbsidi.arics. No person referred to in the preeeding seoteoce has, or 

since September l , 1993 bu had an equir.y or profit-sb.ari.og interest in any corporation, 

partnersrup or other cntir.y that has business dealings or a material financial interest in any 

transaction with the Company or either Subsidiary. except as set forth in Schedule 3.20 here co. 

3.21 No Omissions or Misrepresentations. None of the statements, 

represenutior.s o: Wlrr:mtles oade by the Company in th:s Aareement, or in any Schedule 

aruched hereto, or in any ccnlficate or document del iverec! to nc or the Truste:s pursuant to 
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Otis Agreement by or oo behalf of tbe Company. conl&ina aoy uncrue statement of any material 

fact or omits to sate any material fact necessary to be stated in order t.o au.ke the statements . 

representations or WIJT1.Ddes contaioed berein or therein not misleading. 

Section 4. R'l)n;serJtldgos and Warnnt!cs ot Inmccs. 

The TMtees represc:IU and wa.rnnt to the Company and nc that: 

4.1 Inmees. Adriao P. Reed, fl:atha.nlel P. Reed , Samuel P. Reed and 

Joseph V. Re.cd, J r. are tbe duly acting austees uDder die Hobe Sound Trust Agreement and 

are the ooJy trUStees thereunder. A complete and acC\lnle copy of the Hobe Sound Trust 

Agreement and the rel&ted appoinanent and resiiJl.ltion documents ls included in Schedule 4.1 

bereto. 

4.2 Aercement. This Agreement has been duly authorized, executed and 

delivered by the Trustees; and dll.s Agreement, including, without 1i.atitatioo, the covenants 

aod indemnities of the Trustees set forth in Section 11 bereo(. consticuu:s a vi.lid aod binding 

obligation of the Trustees in accordance with their tenns; and neither the ex~ution and 

delivery of this Agreement by the Trustees nor the performance by the Trustees of said 

co·.-eo.aots and indemnities will conflict with or violate the Hobe Sound Trust Agreement or 

aoy aereement, uoderu.JciDg or commitment to whicb the Trustees are a pa.rty or by wruch t.be 

Trustees are bound. 

4 .3 Share Ownephj;. The Shires a.re owned by the Trustees free a.nd clear 

of any encumbrance other tJu.n the Restriction, the text of which ls set fortlt in Schedule 4 .2 

t:ere:o: and, subject to 6\e satisfaction of the conditions set forth in this Agreement. the 
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TrusteeS bave full riJbt , power and authority to sell, ausfer and exclwlge the Shares u 

provided in this Aareement. 

4 .4 lnvesanenr. The 100 shares of common stoclc. no par value . of lht: 

Water Company cc be acquired by lhe Trustees hereunder are being acquired for lhe account 

of the Trustees for i.Dvesanent and not with a view to resale. 

Section 5. Rcprescnlltjom and Wammics of DC. 

DC hereby represents and warrants to the Company and the Trusteel that: 

5.1 Oaanjz;atjoo and Sllndjng. DC is a corporation duly organize1 . validly 

existing and in good standing under the laws of the State of Florida with full corporate power 

to enter into this A~feemeot and to perform its coven1Qts and agreements l::ereunder. 

5 .2 Authorjutjon. This Agreement tw been approved by the Board of 

Directors of nc and the exec:utic.n and delivery of this Agreement and the performance of its 

coveD.llllS and agreements under this Agreemeot, lhe Note and the Pledge Agreement have 

been duly authorized by all necessary corporate action. 1lW Agreemer:.~ has been duly 

executed and delivered by and constitutes a valid and binding obligation of nc in accordance 

with its terms , and, when executed and delivered, will consticute a valid and binding obligation 

of DC in accordance with Its terms. subject to bankruptcy, insolvency, and ot.her si..rnilar laws 

affecting the enforcement o f creditors ' rights generally; nc is not a party to any contracc, 

agreement, underu.kin& or commitment or subject to any charter or olher corporate rescriction 

which would prevent it trom executing and delivering this Agreement. ar.C: oeilher lhe 

execution and delivery of t:tis Agreement nor lhe consummation of t.he transactions 
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"Contemplated bcreby will result in any default under or breach of any material coocrac:t. 

a.grcemeru, underakinl or commianeot to which nc is a party or by wllich it is bound. 

5.3 Ownership of Common Stock. On the date hereof nc does not own and 

tw oo &Jrecment to acquire any shares of Common Stock or Voting Trwt Certificates . 

S.4 Ccaain Documents. Schedule 5.4 hereto consists of a copy of the 

Voti.ag Trust Agreement. which to the best of the lcoowledge of nc is DOW in effect with 

respect to 2,425 :shares o f Common Stock of the Company. and copies of the Articles of 

Incorporation and Bylaws of nc as DOW i.o effect. 

5.S Investment. JIC is purchum1 the Shares of the Company tO be 

!JUrch.ased by it hereunder for itS own account for invcsanent and not with a vie·.~o· to the resale 

thereof. 

Section(). 

6.1 

Funher Covenants of the Panics. 

Covenanu and Amements of the Companv. ln addit ion to its 

agreements elsewhere set forth herein. the Company covenants and agrees tl:at from and after 

the date hereof untU the Closing Date, except as otherwise consented to in wriung by nc and 

the Trustees, the Company shall use good fa.ith efforts to cause the Company :u:d e~rh of the 

Subsidiaries to 

(ll) carry on Its business, conduct its operations in a ll material 

respects in the same manner as heretofore conducted, and make no purchase or sale except in 

the ordinary course of bustness and in a manner consistent with the experience of recent years 

aod not in viol:ation of any of the represent3tions. warranties or covenants conuined in this 

Agreement, or except as conteropllted by the provisions of this Agreement: 
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(b) comply with all appl i~ble laws and rqulatioru; ob~in and 

renew, if required. all material governmental permits. licenses , or authoriz.ltion required for 

the conduct or use ot any pan of its bu!lness: 

(c) not incur any material obligation or liability (absolute or 

contingent) other than (i) cunent liabilities lncU(r'ed in the ordinary course of business and o f a 

naNre and in an amount consistent with the experience of r~ent y~s and not in violation of 

any of the other representations, warranties or coveo..ants contained in this Agr~c:ment, or (ii) 

as contemplated by the provisions of this Aareement: 

(d) not sell, transfer, assign, convey, mortgage or pledge, or enter 

into any agreement to sell, transfer, assign, convey , mortgage or pledge, any of its a~ser.s ot.her 

tlan in the ordinary course of business and of a nature and in an amount consistent with the 

experieoce of ret cat yean aDd not in violation o f any of the other representations, warranties 

or covenantS contained in this Agreement: 

(g) use itS good faith efforts to continue itS present insurance policies 

in fuU force and effctt: 

(b) not eater into any material agreement or contnct. except in th: 

ordinl.ry course of business and of a nature and in an amount consistent with t.be experience of 

recent years and not in violation of any of the other representat ions. warranties or covenanu 

contained in this Agreement o~ except as contempl:lted by this Agreement. 

(i) not amend. repeal or otherwise alter ir.s Cenilicace of 

Incorporation or Bylaws as constituted on the <ht: hereof, except as provided tn Section 10 .8 
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hereof lftd except chat the abarebolders or the Company may adopt such other amendments to 

the Company's Certificate of Incorporation, to taJce et'f'ect al'ter L'le Closina Date . 

(j) not annr any U:crease In the annual me of pay or compensation 

in a.ny form of a.ny officer, director or employee; lf&llt any increue in the rate of annu:~l 

compec.sation or pay or &Dy omaer, director or employee; or pay or commit to ply any 

bonu.~ (except bonuses to employees in accordance with the experience. of receoc years) or 

make a.ny loans, S«ured or unsecured, to or 1n~ guarantees for a.ny officer, director or 

employee; or eater into or authorize any employment agreement: 

(k} permit nc a.nd the Trustee~ a.nd cbeir respective authorized 

representatives, upon reuooable notice durU:g normal business hours and without durupting 

the oonnal business activities of the Compa.n~· or cbe Subsidiuies, to have full access to all of 

the properties, facilities, boo~. records , fUe s. and docu.meots relating to the business and 

assets of the Company and the Subsidiaries. cake copies or such records and documentS. and 

furnish to nc and the Trustees such fu:uncil!. legal a.nd other infonnation with re spect to such 

business a.nd assets as either of !hem or their authorized represent:~tives may from time to time 

request; 

(I) cause !he intercompany account between the Company a.od the 

Water Company to be settled prior to the Closina Dace: cause the Company to be relieved 

prior to the Closing 01te of any and all obliguions it ITlJY bne as surety or guarantor with 

respect to oblig;ations of cbe Water Company, includina . without lilrut.auon. obllgauons as 

guarantor of bank debt of th'! Water Compa:Jy: ;and cause allamngements for tr.e sharing of 

persoMel, equipment. insurance, services of indeper.dent contractors or other serv1ces. or for 
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die purch.a.se or lease o( equipment, aoods or servfen (otbu than the provision of water 

service to the Company at promulaatcd race.s) between the Water Compar.~ and the Comp1lly 

to be reviewed and tenninated on or prior to the Closing Date, except as provided in this 

Agt'eemeot or in the Otrace Lease and Facilities Agreement, in the Corm of Exhibit A hereto, 

or the Tu AJiocatiQP Agreement, in the form or Exhibit 8 hereto, each of which will be 

entered int.o by the Company and the Water Company on the Closing Date ; Jlld 

(m) ob~in from the appropriace aovcrnmental authorities al l consents 

and approvals required in order to maintain in full force and effect after consummation of the 

transactions contemplated by chis Agreement &II l icenses, pennits and authorizations held by 

the: Company or the Water Company in connection with the operation of their respc:cu JC: 

businesses . 

6.2 Covenanl$ and Aneemems of the Irustc:es. In addition to their 

agreements set forth elsewhere herein, the Trustees covenant and agree u foUow~ . 

(a) The Trustees will use good fa ith efforts to obc.air, lhe appronl or 

the transactions contemplated hereby by the Surroga1e's Coun of New York Couory. New 

York; 

(b) The Trustees wiJJ vote the Sb.a.res in favor of the trms.lctions 

coo.tc:mplated hereby at th.e shareholders meeting referred to in Section 3.2 hereo f, and 

(c) The: Trustees will use good f11th efforts to cause Ad nan P. Reed. 

Nat.lu.oiel P. Reed, Samuel P. Reed and Joseph V. Reed . Jr., to idenlif) and last in a writing 

agreed tO by nc prior to th~ Closin~ Ill! i :~ rru of personal properry owned by members of lhc: 

-22 

--------



~ family and located on or within prem.i.set to be retained ty the Company atter the 

Closin&. 

6 .3 Coycnant! and Azxecment.s of nc. ln addniOD to iu agrectnenu 

else ·o~.bere set fonh bcrei.D, nc covea.a.ots &Dd acrees as follows : 

(a) nC wW "" lood takh etroru 10 Mil thJres of lu Class A Stock 

(l.ncludltla relattd equity memberships) for a.o amount oot less th.J.n S 18.000.000 to persons 

wbo oo February 8, 1996 were Minority Sharebolden or members or associates of the Island 

Club. 

(b) Prior to the Closing Date flC will acquire the Vou.og Trust 

Cenit1cates owned by the persons who purchase shares of Class A Stock pursuant to nc·s 

efforts uoder Section 6 .3(a) above. a.od nc will~ its good fa ith cfforu to cause lhe shares 

or Cornmoo Stock underlying such Voting Trust Certificates lO be distributed tO and owned by 

nc tree from the terms a.od conditions of the Voting Trust Agreement effective not later tbao 

lhe Closing. 

(c) flC Will USe good fa ith efforts to Cai.:Se each O( the ~finority 

Trustees and lhe members of the Task Force to suppon the a~J.ctioas comempl;w::d hereby. 

to vote in favor of such tra.nsactioo.s at all meetings of directors and sbarebolders of tbe 

Company called for that purpose, to buy shares of Class A Stock and ao equiry membership 

and to urge other members of the I.sliOO Club to do so. 

(d) .iiC will offer shares of its Class A Stock and related equiry 

memberships to Adrian P . Reed, Nathaniel P . Reed, Samuel P. Rec:d. Joseph \" Reed. Jr.. 
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'l.nd Robert A. Hemmes at the same price and tenns , u applicable , at which they u e o ffered to 

resident and associate members or the Island Club. 

(e) nc will use good faith efforu (0 agree upon the writtng referred 

to in Section 6 . 'Z(c) hereof. 

Section 7. Termination. The obligations of the parries under this Agreement arc 

subjeet to the coodition that at the shareholders meeting referred to in Section 3 .2 hereof thts 

Agreement and the transactions cootempl2ted hereby shall be approved by tht' affLnn:~tive vote 

of the holders o! at lust S,200 shares of the Common Stoclc o~ the Company. including at I em 

2,000 shares betd by the Voting Trustees whicb sb.all have been voted by the Voting Truste:s 

in accordance with specific instructions received by the Voting Trustees ~.Jm the holders of 

the Voting Trust Certificates issued in respect of such sb.ues . If such affumative vote is oct 

rec-e ived, or it me ClO$in.J does not Wee pl1.ce on or before July 31, 1996. lh.is Agreement 

stwl tennioate and the parties sb211 have no funher obligations hereunder . 

Section 8. The C!osjnz. If t.te conditions precedent to the respective obligations of 

the parties set forth herein have been satisfied on or prior to the Closing date. the closing of 

the transactions contemplated herein (the ·closing") sbal! be held at the offices of Gunster. 

Yoalcley, Valdes-Fauli & Stewart, P .A., West Palm Beach, Florida, or such other place as the 

parties may in writing agree, at 10:00 a.m. IOC31 tim.e, on the Closing Date . Tbe following 

deliveries will be considered to tuve ta.lcen place simultaneously as part of a swgle traruactaon 

and no delivery will be considered to luve been completed unless all are completed 

!! .1 Deliyec!es bs:t~·ccn Trus;ec• a~d C"::m:JV. At the Closi1g. in addition 

to any other Items required lO be delivered by them llereun1er. (a) lhe Trustees shlll dcl1\::r 10 
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ihe Company the stoek certificates representini the Sbare.s to be cnnsterted, uslaned and 

surtendered to the Company in accordance wi!h Section 2(a) bercof. accompanied by stock 

powers duly executed by the Trustees in favor o( the Company. aaainst deliver)' by the 

Company co the T·rustees or their designee of a certiftcare rqlstered In the name of the 

Trustees representing all 100 shar~ of common stock, DO par value, of the W1~r Company, 

and (b) the Trustee$ shall deliver to the Company the stoclc certificates represe:uir:g the Shares 

to be D'a.OS(erred, assigned and surrendered to the Company in acc"rdaoce with Section 1(b) 

hereof, accompanied by stock pov.·ers duly executed by the Trustus in favor of the Company 

against delivery by the Company co the T rustees of a watnJlty deed of the Company wi!h 

covenant against :grantor's acts covering the Non-Club Re:tl Estate. subject to t!1e marter! set 

forth herein and in Schedule 3.12(b) hereto. The documentary stamp t.a:<es on the deeds 

conveying the Non-Club Real ~:.$tate will be paid by the Trustees. The cost of any title 

insunnce or title report obtained by the Trustees on the Non-Club ReJI Esute will be borne by 

the Trustees. Real property u ;{es on the !\on-Club Real Estate will be prorated berv•een the 

Company and the Trustees as of the Closing Date. A closing adjusanent in the amount of 

$112,890 will be paid to the Company by the Trustees representing the estimated amount of 

federal and Florida income taxes payable with respect to the transfer of R.Jverview Cottage and 

!he Bubble House Lots. 

8.2 IX!jveries between the Trust«S and nc. At the CIOSIIlg in addition to 

any other Items required to be delivered 10 them hereunder . the Trustees ShJ!I deliver to nc a 

certificate, registered in the name cf nc. r:presencir.g tr.e Shares to be sold and d:livercd to 

JIC pursuant to Section 2(c) hereof against delivery by nc to the Trustees "'f $23,000.000 in 
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itnrocdi:ucly available tunds by wire transfer tO a bank account of the Trustees in N~w Yorlc 

City. 

Section 9. CoodjrioN PrecedeD[ !O the Oblint!oru of nc. 

The obli&ations of nc hereunder are subject to the cooditloo.s (any one or more of which may 

~ waived, in wbole or in part, by n q that on tbe Closina Dare: 

9 .1 Repwenl.ltioo.s and Warrao!IC!. The representations and warranties of 

tbe Company and tbt Trustees conl.llned in this Agreemetlt sM!l be trUe a.nd correct oo a.nd as 

of tbc Closin& Date as though all such representations and warranties were made "J r confumed 

at the Closing and as of the Closing Date. 

9 .2 Actjoos to Be Perfonned . All of the agreemeot.S wd condiuons required 

by this Arrcemeot to be complied witb, performed or satisfied by the CofTlpany and •.be 

Trustees on or before the Closinj Date shall have been complied with, performed, or satisfied . 

9.3 Fjnaocjna. nc shall have received at least Sl8,000,000 from the Slle of 

shares of it.s Clus A Stock and equity memberships to persons who were members or 

associates of the bland Club on February 8 , 1996. 

9 .5 Officers Cenjficate. The Company sball have furnished to DC a 

ceniticate executed by the President or Vice President llld Secretary of the Co mpany, dated 

the Closing Date, and cenlfying to the rutfillment of the coaditions specified .lo Sections 9. 1 

and 9.2 bereof on !he part of the Company. 

9 .6 Irus!CC$ Ccnjficau;. The Trustees shall have furnished tO nc a 

certificate executed on behalf of the Trustees, dated the Closing Date, and certifying to the 
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tulfillment or the coaditions sp«lfted in Sections 9 .1 and 9.2 hereof on ti:K pan of lhe 

Trustees. 

9. 7 Warcr Company ObHn ripru. The bank lo~ agreements tecween 

SuntrUJt Bank &Dd the Water Company sb&ll have been amended to relieve lhe Company of 

any and all obliptions co SWlll'USt Bank, as guarantor, surety or otberwi.se, with respect to 

obligations of tbe Water Company, and lbe Company shall bave no olber liability for 

obligations of tbe Water Company. 

9 .8 Consents. The Company sbaU bave obtained from the appropriate 

governmental authorities aU consents and appro vtls requlred ln order to malntain in fu U force 

and effect after tbc Closing all tic:eo.ses , permiu and authorizations held by lbe Companr in 

co!lliCction with the operation of its busi.oess . 

9.9 Due Dmgencc: lnyc:sti;arioo· Ccn.ain Actions . The i.ovestigacioa by 

representatives of nc contemplated by Section 6 . l(k) bereo( shall have bc~o pcrmined to 

continue through the Closing Date, and lbe results of such invc:s t ig~! ion shall be satisfJctory to 

nc in its sole discretion. All submerged land leases necessary for the lea.sehol<! ownership 

and operation of the Company's m.a..rUa operations sb.all be renewed with expin uon dates 

subsequent to the Closing. 

9 .10 Rc:sjgnarjpru . Adrian P . Reed. Nathaniel P. Reed. Samuel P. Reed and 

Joseph V. Reed, Jr., sba!J b.ave submiaed their resignations as directors and off.cers of the 

Company and the bland Club, effective Immediately after the Closlllg. 

cc nr.e:: tio:t with the transactio:-.J cootetr.~IJ:ed !.::eby shall have been satisfactc;:. in all 
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respects to Gunster. Yoakley, Valdes-Faull & Stewart, P.A. , counsel for nc, Uld nc aDd 

suc:h counsel slWI have received such closing documents from the Company and the Tnutees 

u stull have been re210nably requested by such ::ounsel. 

Section 10. ConditioN Precedent to Irusteg' ObliutioN. Tbe obligations of the 

Trustees hereunder are subject to the conditions (any ooe or more of which may be waived, in 

whole or in part, by the Trustees) that on the Closing Date: 

10. 1 Rcprwnrarigru •ad Wammjes True At Closing. The representations 

and warranties O( nC C:OQtaLned in UUS Arreemeot sh.aJI be ttue a.cd COITeCt On Uld as of the 

Closing Dale as though all such representations and wun.nties were made or confuu:ed at the 

Closing and as or the Closing Date, except u affected by the trarulctions contemplated 

hereby. 

10•.2 PcrfOnDI!lCe by DC. nC shaU llave performed , complied with or 

satisfied all agreements and conditions required by lhls Agreement to be performed, compl ied 

with or satis!ied by nc prior to or at the Closing 

10 .3 c,rujn Sbarebgldjnn. On the Closi.og Da~. after giving effect to the 

transactions being consummated at the Closing, (a) more tlwt 50~1. of the Cla.ss A Stock and 

Clus B Stock of nc slWI be owned of record and beneficially by persons who were Minority 

Slweholders; (b) at least 2,S43 shares o f Common Stock will be shares wh.icb are either 

owned by shareholders of th.e Company other than nc or btve bceu acquired by JlC from 

Minority Shareholders as part of the consideration for the iuuance of shue$ o f Class A Stock 

of nc and are owned by nc on L":e Closing Date: (c) ex~ept for such Shlres owned by nc on 

the Closing Da~. since the !Ute or this Agreement neither the Cc ::-:;>any nor JIC will hlve 
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acquired or aJfUd to acquire any slwes of Common Stock exher Uw\ from the Trustee~ 

purS\Wlt to cl:Us Alfeernenc: and (d) more than 4,000 shares or Comm ... 1 Stock of the Company 

will be owned or record and beneficially by nc free from the tenus and conditions of the 

Reuric:don and tbe Votlog Trust Alfeetnent and tree trom any other lien or encumbr~ce . 

10.4 Otri&cg Ccrrifkare. nc shall have tumisbed to the Trustees a 

certificate executed by the President or Vice President and Secretary of flC, dated the Closing 

Date, and certitying to the t'u.lfillment of the co nditions specified ln Sections 10.1. 10.2 ant1 

10.3 bereot. 

10.5 Stoc!choldcrs Commjaee Consent. The designated agent of the Property 

Owning Stockholders Committee shall have delivered to !he Trustees an insaument co o.senti.og 

to the transactions contemplated by this Agreement and waiving a.cy and all rights sucb 

Committee may ~ve uDder the:: Restriction to purchase the Sb.a.res . 

10.6 Suqogate's Coua A.pproval. Tbe Surrogate 's Court o f New York 

County, r-;ew York shall have issued an order approving the transactions contemplaced hereby 

pursuant to a petition of the Ttu5tees, an~ sucb order slu.ll be in fonn and substance 

satisfactory co c:ouGSel for the Trustees. 

10.7 Qgjnioo of Counsel. The Trustees shall have received an opinion of 

Lane & Mittendorf, LLP . • counsel to the Trustees, dated the Closing Date, restating on and as 

of lbe C losing Date their opinion delivered to the Tru5tees at the time o f their execution of this 

Aarument to the etfec:t that the transaction referred to in Section 2(a) hereof wil l qualify for 

tru:ment as a non·u.uble u-ansactic n under Section 3SS of the Internal Reven.;: Ccjc of 

1986, as amended, and no aain o r Joss wil l be rccoanlzed by the Trusrccs or the Company 
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wilh respect thereto for federal or Florida income tax purpose.s . Tbe failure of such counsel 

to aive such opinion aball cot be a condition to the Trustees obliaations unless sucb failure is 

based upon a change 1n the facts or circumstances cootcmplated by this Agreement or by !he 

opinion of such ounsel delivered at !he time of execution hereof or a change in law applicable 

to said Section 3" after the date bereof. 

10 .8 Water Companv Aarc:cmcnts . The agreements bcrweeo the Company 

and the Water Company in the forms of Exhibits A and B bereto shill have been executed by 

the parties !hereto. 

10 .9 Consents . The Water Company shall have obtained from !he appropriate 

governmental authorities all consents and approvals required i.o order to maintain in fuH force 

and effect after the Closing all licenses. permits and aulhoriutions held by the Water 

Company in connection wllh !he operation of its business. 

10.10 Proceedings and Oocyments. All corporate clOd other proceedings in 

coMecrion with the transactions contemplared hereby shall bave been satisfacto ry Ln all 

C('Spccts to counsel for !he Truste~. and the Trustees and sucb counsel shall b:~ve received 

such closing documents from the Company and !he Trustees as sb:Lil bJve been reasonably 

requested by such counsel. 

Section 11 . Cominyjnr Obljnrjons. The parties agree that the following co-1erums 

will survive the Closing: 

ll.l Rcvcaer Rjahts. The Company owns reversionlry inccrests 1n lors 82 

and 83 on Jupiter Island heretofore donated by it for green space. as set forth in the respective 

deed, a copy of which is included in Schedule 11 .1 hereto. If all or any pan of such real 
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· property rcveru to the Company. aod any profit atccr caxa and expenses shall accrue to the 

Company from cbe sale or lease of all or pan of such property . then, in such event, such profit 

sball be divided equally between nc and the Trustees . 

11.2 Mloority C!ajms. 

(a) nc u:d the Company, joiruiy and severally. covenant and agree 

to Uldcmnify and. bold barmless the Trustees and Adrian P. Reed, Natha.aiel P. Reed. Samuel 

P. Reed and Joseph V. ~. Jr . • individually, from and against any loss . damage, cost or 

expense (lucludlDa nuoaable attorney's fees ~d disbursements) resulting from any claim 

as.sened by any Mloority Shareholder as a current bolder of any of those ceruin 2 ,500 shares 

of Common StoCk sold by Joseph Verner Reed in May 1952, or by any current member of the 

Island Club, based on the transactions contemplated hereby . 

(b) The Company and nc. joi.otly and severally. will bear and pay 

for 40~, and the Tru.s~ees will bear and pay for 60% , of any and all loss, damage. cost or 

expense (includioa reasonable attorney's fees and disbursements) to any of the Company, flC 

and the Trustees resulting from any claim asse:-t.cd by any Mi.oority Sba:ebolde~ as a current 

bolder of shares of Common Stock other than the 2,500 share~ referred to i.e Section ll .2(a) 

based on the aansactioos contemplated hereby. 

L 1.3 Trust Beneficiary Clajms. Tbe Trustees covenant and agree to 

indemnify and hold harmless nc and the Company from and agoainst any loss. danuge. COSl or 

expense (including reasonable attorney's fees and disbursements) resultL-:g from an~· claim 

asserted by any beneOcia.ry under the Hobe Sound Trust Agreement based on lhe transactions 

contemplated hereby . 
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11 .4 Eoyjroomc;nul lndcmnit)'. Tbe Trustees covenant &ad agree to 

i.ndemni(y and bold twml.ess nc and the Company ftorn and against any loss. dilffiage, cost or 

expense (includlng reasonable actorney' s fees and disbursements) resulting from a.ay use. 

handling, st'Orage. tn.n.sporution or disposal o ( hazardous or toxic materials durin~ the period 

prior to the Closing on any real property owned by the Company pnor to the Closing (whether 

or not any or the Company, JIC. Voting Trustees or members of the Task Force had acrual 

knowledge or any condition existing prior to Closillg). except for bu..ardous or toxic materi:~ls 

incorporated, illlhe course of consaucrion or mailltenance, within a.ad which have become a 

pan of the improvements on the real property retaitled by the Company aft..: r Closing . 

11 .5 Water Companv Indemnicy. The Trustees co\·ecant and agree to 

illdemo.i(y and bold ba.rmless JIC and the Company from a.ad against any and all act ions. 

obtiaations and liabili~es of the Water Company arising prior to or subsequmt to the C losing. 

including any loss, damage , cost or expense (including reasonable artorney's fees and 

disbursements) resulting from any such action, obligation or liabiltc:,. (w~ethc::r or not any of 

the Company. nc. Voting Trustees or members of theTa -t.. Force bad acruJ! knowledge of 

any condition existi.og prior to Closing) . 

11.6 Non-Club Real Estate Indcmnj[y The Trustees covenant a.ad agree to 

indcmni(y and hold h.3.rm!ess nc and the Company from and against any loss. damage. cost or 

expense (including reasonable actomey's (ees and d isbursements) ~.~o·1th respect to the 

Company's ownerstup of the Non-Club Real Esute prior to the Closing. or L'le o~.~onersrup. 

deve!opmer.~ c~ s~!: t~-::~-::f b:' L':e Tn·ctee! or their designee after the Clostng (whether or not 

any or the Company. nc. Voting Trusle!S or members of the Task Force h1d acrull 
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·knowledge of any condition exbci.og prior to ClosloJ): provided thJt the foregoing sh.lll not be 

constrUed as an indemnity lgl.irut property u.;~es for periods prior to tne Closing Date or 

Ulcome wces on any gain ruli.zed by the Company with r~pect co the Non-Club Rell Estate 

as a result of the cnnsactions contemplated here by. 

11.7 Undlsclo!Cd Mattea. The Trus~ will indemnity and bold ha.nnless 

the Company and nc from and against any and all loss, cost. damage and e:<perue (including 

reasorable aaorney·~ fees and disbursements) iocurred by the Company re;ulting from evenu. 

actions or occurrences (regardless of whether or not the subject of represenutioru and 

warrandes set (ortb in Sections 3 or 4) prior to the Closing Date other !.han (a) evenu disclosed 

in or pursuant to this Agreement or of which the Task Force or the Voting Trustees tad acrual 

lalowledge, l.ocluding, without limitation, all matters except environmental maners d1sclosed 10 

the report, dated May 25, 1994, of Gee and Jenson. (b) matters relating to title to or 

encumbrances oa real property or the condition ot any improvemeau thereon. including. 

without limitatioa, compliance with any zoniDg, building or other admi."lis trat ive law. cod: or 

reg\!latioa, (c) the condition of any persoaal property. (d) loss. cost . dmugc or e;o;pe:ue 

reimbursed or paid by the insucttce policies of the Company now in force (which the 

Company and nc sb.all keep io force for at least the present coverage) and (e) clainu of whkb 

the Trwrees are not given notice prior to the third anniversary of the Closing Date (e;.;cept 

with respect to tu matters involving income. profiu . fn.nchisc. sa.Jes and us~; ta:tc:s k· wltich 

crus indemnlf~Cation obligation shall continue through !.he end of the apphcable S[.lrutc: of 

limita tion with respect to such ta.'C maners). and (f) the fust SIOO.OOO of loss. cost. damage 

and experue wltich would otherwise be covere:.! by lhJs Section I I 7 Excc: pt as t: :=: ::~ cr 
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elsewbere In chis Agrocment specifically provided the Trustees will ha"c no obligation to the 
Company or nc wilh respect to claims r~ultlng from events, actions or occurrences prior to the Closing Date. 

11.8 In lodcmojr:y . The Trustees coveaant and 1gree to indemnify Uld bold 
lwm.less flC and the Company from and apinst any feden..l or Aorida income tax. and any 
loss, <Samage, cost or expense (includinJ r~ooable artoroey ' s fees and dasburscments). 
rC$\llti.DJ from any gain required to be recognized by the Company with respect to the 
tr...nsaction referred to In S«tion 2(a) hereof. 

11 .9 Rjyervlcw Coa.aae and Bubble: Houg Lou. The agreed valuat ion of the 
Non-Club Real Estate at SS,300,000, as reflected In the allocation of Shues in Section 2{b) 
hereof, include. an arreed v:tlue of S300,01.'0 for Riverview Conage and the 8Jbble !-!?use 
Lots. U upon audit by the Intemal Revenue Service the value of Riverview Con.age and the Bubble House Lots ls fil&ally detennined to be in excess of such amount the Trustees wiil pay 
to the Company, as an adjusanent to t.~e purchase price for tho~e propenies. an amount equal 
to the additional federal and Florida incomt ll.' artributable to such excess value. 

11.10 Notjce to Jodemnifyin& Paay . The parties agree thlt upon receipt of 
ootice of any claim, tax audit or other proceed ing, or the discovery of w undisclosed event, in 
respect of wiUcb indernciry may be sought under one of Sections I I 2 through II 9 bt"reof. the 
party or parties who may seelc such lndernniry shall give prompt notice thereof to the pany 
from wlUch indemnification may be sought and such indernru(yi.og p:~ny shall be entttle..: to 
pl~icipate in (l r.d, to the exter.: it sh:!ll wish. to direct) the defense of such claim or the 
conduct of such audit or "ther proceeding at the e:q:ense of such indemnifying pany . 
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11.11 Rctircmcnt Plan. Prior to and after die Closina Date the Company and 

tbe Water Company aball cake all necessary aDd reuooable action to adopt a 401(\c) plan !or 

employees o! lhe Water Company wb.ieb wUI bave subsWitially the same terms u the 

Company's existlns401(k) and Retirement Income Plan ia which such employees are .::ow 

panicipants and shall have transferred to such Water Company plan. effective as of the 

Closing. the assets held for lbe benefi of such employees under the Company 's pl3.0. 

11.12 , .. PIC of Name. nc covenants and agrees tbat within six months after 

the Closing Date it wUI cause lbe Certificate of Incorporation of the Company tc be duly 

amended to ctwlae lts oame; and at lbe time of such ameodment the Company shall execute 

and deliver to the Trustees an ass ignment, ia form rcuorubly satisfJctory to counsel fo: rhe 

Trustees, assigui.ng to lbe Trustees or lbeir desiguee tll of the rights of the Company in and to 

the name ·ne Hobe Sound ..:ompany". 

11. 13 Funber Assu[Jnces . The Company agrees that at any time hereafter 

upon reque't of the Trustees lbe Company will witho~.:t 1\:rther consideration execut~ and 

deliver any fur .her docwnents and instrumentS a.nd u...'<e all such further action a.s the Trustees 

may reuooably request to more effectively vest the: Trustees or their des1gnee w1th full and 

complete title to r:be Non-Club Real !:$tate, lbe capiw stock of the Water Company a.nd the 

name of The Hobe Sound Company and to more effectively carry out the temu and purposes 

of this Agreemtnt. 

11.14 Ccaajo Trust Funds. The Trustees agree lhat unti l lhe third anruversary 

of the Closing Date the Trustees will maintain in a custody account with Chase Ma.nbarun 

Bank, N .A .. L\!OuJh Barren & Associates or with another banlc. trust compan:: or r.!: mber 
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' . 
fmn of the New Yorlc Sroclc Exchan&e located in New Yorlc, NY reaso nably satisfactory to 

nc. marlceuble securities b4vina an aagregate market value of S3,000,000 less the auregate 

amount of any payments made by the Trustees pursuant to Sections I I 2 through II .9 hereo f 

Section 12 . Suryival o C RcprescoLJrioM and Wamnrjes. 

The panies asree chat prior to the Closing they will each make such inquiry and 

investigation into and conc:erni.og the matters covered by this Agreement .u will satisfy each o f 

them a.s to the sufficieocy and accuracy or the re5pective repre.senutions and wa.rn..:!ies of the 

other party set forth bereio and a.s to the compliance by the partles with their respective 

covenants and agreements set forth io Section 6 hereof; and the parties agree that none of the 

representations and wamuuies conained in Sections 3. 4 or S hereof or in the cenific~ tes 

delivered pursuant to Sections 9.S, 9.6 a.od 10.4 be~eof. a.od none of the co,.ena.ats <'ad 

agreements set forth io Section 6 hereof, sb.all survive the Closing. with the exception of 

Section 4.3, wh.icb shall survive the Closing. All other provisions of this Agreement shall 

survive the Closing. 

Section 13 . Experues. 

Each party will be responsible for the separate compensauoo of scch pa.rty · s own leg:! 1. 

fioa.ocial and other advisors in coo.oectioo with the tranSactions contemplated hereby . 

Section 14. Notices. 

All nolices, requests, instructio~ or documents hereunder shall be w writing aod 

delivered personally or sent by registered or cenified mail, postage prepa1d 
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(1) it to nc. to: 

Jupiu:r lllud Club, lnc. 

c/o Paul W. A. Counnell, Jr. 

Guoster, YoakJey, Valdes-Faull & Sl!wart, P.A. 

771 South Flagler Drive 
West Palm Buch, FL 33401 

(2) it to the Trustees, to· 

Reed Family Trustees 

c/o Edward G . Beim!ohr 

Lane&. Mittendorf, LLP. 
320 Park Avenue 

New York, NY 10022 

(3) if to the Company. to: 

The Hobe Sound Company 

P.O. Box 68 
Hobe Sound, FL 334SS 

Atteatior.: General Manager 

Ally party my change tbe address to wb.icb notices are to be s~ :lt to it by giving 1.0 

d~ys' written notice of such change of address to the other party in tbe manner 11bove provided 

for giving notice. Notices will be considered delivered oa the date of personal delivery or oo 

the date of deposit in the United States mail in the IIWl.IXr above provided for giving notice by 

rnaU. 

Section IS . 

This Agreement con•tins the entire agreement of the parties with respect to the 

transactions contemplated herein and supersedes all prior negotiations snd writings. including 

the Letter or Intent dated February 8. 1996. Tbis Agreement may be amended. modified and 
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supplemented only by a written iruaument duly sigocd by the party against which such unend­

meot. modification or supplement is •ought to be enforced. 

Section 16. Goyomlng Law. 

11lis Agreement shall be construed in accordance with the laws of the Stare of Florida . 

applicable to agreements perfonned wholly within sucb state. 

Section 17 . Enforcement Costs . 

If any legal proceeding is brougbt for the enforcement of this AgreemC'ot, or with 

respect to an alleged diS)Ute, breach or default in connection with any provision of tllls 

Agreemer.t, the successful or prevailing party or parties shall be eoritled ro recover reasonable 

attorney's fees and disbursements incurred in that legal proceeding. in addition ro any or.her 

relief to which sucb party or parties may be entitled. 

Section 18. Jurisdiction and Venut: . 

The parties aclcnowledge that a substantial poruon of the negotiation of iliis Agreement 

b.as occurred in Palm Beach County, Florida. A11y legal proceeding arising out of or relating 

to this Agreement shall be brought in the couns of record of the St.lte of FlondJ U1 Palm 

Beach County or the United States District Court, Southe:n D istri.:t of Floridl , West Palm 

Beacb Division. Each party consents to the jurisdiction of such court in a.ny such legal 

proceeding and waives any objection to the laying of ve.:~ue of any legal proceeding in such 

court. 
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~ctloo 19. Succ:essoa and Auirru. 

TbiJ agreemea.t may not be usi(DCd without tbe written consent or all parties hereto . 

Tbis Agreement shall be bi.ndinS upon and shall inure to the benefit of tbe parues' respective 

successors and permiaed usip.s. 

Section 20. Cmanromaaa. 

This Agreement may be executed i.o couoterparu, each of which sball be deemed an 

origi.o.al, which shall be deemed to constitute one aM the same lnstr\lmeat. 

Section 21 . Hcadinrs. 

Tbe subject headings or the. Sections or this Agreemem are included for purposo:s of 

coovenieoce only and shall not affect the construction or Interpretation of any term or provi­

sion hereof. 

-39 · 

_r I • - -' 



IN WITNESS WHEREOF, the parties have caused t his Aq r eeMent 

to be executed by their officers thereunto du ly aut~~rized as o! 

the date first above written. 

JUPITER ISLAND CLUB, INC. 

By 

TRUSTEES UNDER THE HOSE SOUND 

TRUST AGREEMENT: 

Trustee 

as 
. 
' rustee 
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IN WITNESS WHEREOF, cbe patties bave caused this A~ru to be encuccd by 

tbelr otftcen thorewuo duly authorized u or the date 1\nt above written. 

JUPITER ISLAND CLUB. INC. 

By: 

TilE HOBE SOUND COMPANY 

By: ------------------------

TRUSTEES UNDER THE HOBE SOUND 
TRUST AGREEMENT: 

Adrian P. Reed, a.s Trustee 

Nathaniel P. Reed . a.s Trustee 

Samuel P. Reed , a.s Trustte 

Joseph V. Reed, J r. , as Trustee 
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N1ENQMENT TO 

STOCK PURCHASE ANQ SALE AGREEMENT 

MW 

AGBEEME~T AH P PLAN Of CORPOBATE SEPABATIOli 

AMENDMENT, dated as o! June 30, 1996 , to AGREEME!IT, 

dated as ot March 19 , 1996, by and a monq Adria n P. Reed , 

Nathaniel P . Reed, Samuel P. Reed a nd Joseph v. Reed, Jr . , as 

trustees under the Hobe Sound Trust Aqreement and not 

individually, Jupiter Island Club, Inc., a Florida corpor~<;ion , 

and The Hobe Sound Company, a Delaware corporation . 

W I T N E S S E I H ; 

In eonaideration of the premises and o! the cove~~nts 

a:1d aqreementa hereinafter set forth , t he parties do hereby agree 

es !ollows: 

1. Agreement. The Aqreerne nt referred to above is he~eby 

~~ended as set forth herein, ana the capital i zed te~s use~ 

~ere in wh i ch are defined in said Aqre ement shall ha ve t h e s ame 

~eaninqs as are se t f orth therein except as herein prov ide=. 

2 . Non-Club Real Estate. 

(a) The definition o! "Non-Club Real Estate" i n Section 

l(n) o! the Aqreement is amended by addinq t o the e nd thereo f the 

fo llowinq : 

a nd any riqh~s of the company under restr ic t i ons o r 

reservations set forth in Schedule l(m) he reto. 

(b ) The Aqreement is ~~enced by addinq thereto a Sche~ule 

I I 
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1(m) in the tona annexed hereto as Exhibit 1\ . 

(c) Section 11.13 ot the 1\qrae .. nt ie aaended by adding at 

the end thereof the tollowinq sentence: 

For the purpose• ot this Section 11 . 13 the term " Non­

Club Real Eatate" ehall include, in addition to the real propertv 

referred to in &action l(a) as amended, all rights ot the company 

under restrictions or ~•••rvations set forth in any instrument 

heretofore executed by the Company which conveys or creates an 

interest in real property not located in the Town ot Jupite r 

Island, provided such restrictions or reaarvations were not 

originally imposed tor the direct protection ot t he property or 

residents ot Jupiter Ialand. The restrictions and reservations 

. 
set fo r th in the deed recorded at o. R. Book 389, page 1372, ot 

the Official a.corda ot Mar tin County are not included in the 

definition of "~on-club Real Eatate. 11 

(d) Notwithstandinq the prov isions ot Section 8.1 o t the 

Agreement, deeds tor the Non-Club Real Estate shall be delivered 

to Hobe Sound Land Company , Ltd ., a florida 11~1ted partnership. 

(e ) Schedule 3 . 12 to the Agre~ment is a mended by de leting 

i n their entirety items numbered 5 , 19 and 32 end by deleting Lot 

278 !rom item 53. 

J. Aqrttwantt Relating to the Water Companv. 

(a ) Not~ithetandinq the provisions ot Sections 6. 1(1) and 

10.8 ot the Aqreement, t he Company and the Water coo?any s hall 

not enter into the Ottica Lease and faQili tiet Agre eme nt. 
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(b ) The fora of the Tax Allocation Agreement , Exhibit B to 

the Agreement, is reviaed to read as aet forth in t he tora 

annaxe~ hereto •• Exhibit B. 

(c ) On the Cloainq Date the Company and the Wa ter coopany 

will execute and deliver a Water Supply Aqreement and Covenani· in 

the fora of EXhibit C hereto and the Company will execute ar.d 

deliver a Releaae in the form therein provided. 

(d~ The Company covenants and agrees that it will release 

to the Truateea, or their deaiqnee, the Company ' s rights under 

those certain reatrietions set forth in that certain deed ! r om 

the Company to the Water company recorded at o.R. Book 389 , page 

1372, Otticial Racordo of Martin County (the "Well Pield 

Restrictions") at such time as: 

( i) the South Florida Water Management Dbtrict ( "WMD") 

issues a eonaumptive uae water permit renewal ("Wcter use Pe.nnit 

Ronewal") to the Water company or the Water Company has secured 

water service for the Company through an alternate water source 

not requiring a WMD permit ("Alternate Source") in con p liance 

with the Consent Agreement dated June 15 , 1995, under which the 

Water Company and the WHO are now operating, provided that e 

reput able expert in water utilities reasonably accepta ble t o the 

Company certifies to the company that the Water Coopany has, at 

the time the Water Use Renewal is issued by the ~~0 or the 

Alternate Source is secured, the capac ity to provide the Ju~iter 

Island sub-area ot the Water Conpany'• servic e area wt th qa l lona ­

per-day per unit ("GPOUu) value o f not less than 2,700 ; o~ 
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(ii) the To-n or Jupiter Island acquires the capital 

stock or the buainaaa and assata ot the Water Coopany, including 

the land then owned by the Water Company which i3 su~ject to the 

Well Field Restrictions, either by purchase or toinent donain. 

4. Biyeryiey and Bunker Hill Cottages. 

(a) Notv1thatan4in9 tha provisions ot Sec tion 8.1 o r 

the A9reement, the conveyance ot Rivervi•w Cottaqe to the 

Trustees or their desiqnee shall be deferred until April 30, 1997 

or such earlier rlate as ahall be designat ed by t he Trustees by 

notice to the Company and JIC so that the Trust••• may attempt to 

obtain auch zonin9 chan9ea and variances and sue~ building and 

otner peraits aa the Trustees in their d iscret io~ cloe~ desirable 

in order to permit the reconstruction and;or us• ot Riverview 

cotta9e tor residential purposes by the Trustets or th~ir 

desiqneaa. 

(b) It the Trustees shall not have received s uch 

desired chanqea, variances and permits prior to April l ~ , 1997 , 

the Trustees' right to receive the conveyance o! Rivervie-

Cottaqe shall cease , but in lieu thereof the Trustees sha ll have 

the right and option, exercisable by notice to t~e Company and 

JIC prior to April 30, 1997, to requ i re the Com~eny to convey to 

th• Trustees, in substitution t or Rivervie- Cottege, the property 

designated as Bunker Hil l Cottage in Schedule J. ~l(bl to t he 

Agreement . 

(c) Until the earlier o t the conveya~:e ot R ive~view 
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Cottage pursuant to paragraph (a) above or the exercise of the 

option of the Trustees under paragraph (b) above, the Truatees or 

their designee shall have the right to occupy Riverview Cottage 

~ithout payment to the Company of rent or other occupancy 

charges. Char;•• for services used by any occupant, such as maid 

service or rooa aervice, ahall be charged to and paid by the 

occupant. 

(d) The closing adjustment provided for in the last 

sentence of Section 8.1 ot the Aqreement shall be payable as 

follows: $18,815 on the Closing Date in reapect of the transte~ 

ot the Bubble House Lots , and $94,075 on the date of conveyance 

ot Riverview Cottaqe or Bunker Hill Cottage, as the c ase ~•Y be, 

in respect ot the property then beinq transferred. 

( e ) It Bunker Hill Cottage is conveyed to the Trustee~ 

in lieu ot Riverview Cottaqe as above provided, the references to 

Riverview Cottage in Sections 1{m) and 11 .9 ot the Agreement 

shall thereafter be deemed to refer to Bunker Hill Cot tage . 

5. CustodY Account. Section 11.14 ot the Agree~ent is 

amended to read as follows: 

11.14 Certain Trust Funds. The Trustees agree 

that until January 1, 1999 the Trustees will mainta i n in a 

c ustody account with Chase Manhattan Bank, N. A. through Barret: & 

Associates or with another bank, trust company or membe r fi rm c f 

the New York Stock txchanqe located in New York, NY reasonabl y 

satisfactory to JIC, marketable seccrities having en aggre;ate 

ma rket value as follows: 
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until June 30, 1997 - $3 , 000,000: 

thereaft er , until 

June 30, 1998 - $2,000,000; and / 
thereafter, until 

January 1, 1999 - $1,0C!:I,OOO, / 
lass, in each caaa , the aqqreqate amount ot any payments made by 

the Trustees pursuant te Sections 11.2 through ll. 9 her·aot. 

Nothinq herein ahall prevent the division ot the assets held by 

the Trustee• under the Hoba Sound Trust Agreement among successor 

trustees for the benefit of each of the branches ot the. Reed 

family under the Hoba Sound Trust Agreement provided all 

successor t rustees ackno~ladqe to JIC in writing the obligation 

of the Trustees under this Section 11.14. It is agreed that the 

obliqation of the Truateas hereunder JU.Y be satisfied by 

aqqreqatinq the several proportionate accounts maintained by such 

successor truataas to satisfy such obliqation. 

6 . TyRPSr tphisal Corractions. 

(a) Section 6.3 (d ) is amanjed by adding " ,Jr.," after the 

name "Robart A. Hammes." 

(b) Section 11.14 is amended by changing "Barrett " 

Associ ates" to "Barratt Associates , Inc." 

- 6 -
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IN WITNESS WHEREOF, the partie• have caused thia Agreement 

to be axacuta4 by their officer• thereunto duly autho rized •• ot 

tha data first above written . 

JUPITER ISLAND CLUB, INC. 

By 

THE HOBE SOUND COHP)~Y 

By 

TRUSTEES UNDER THE HOSE SOUND 
TRUST AGREEMENT: 

Adrian P. Rea~ , aa Truatee 

Nathaniel P . Reed , as Trustee 

Samuel P. Reed , as Trustee 

Joaeph V. Reed, Jr . , as Trustee 

7 
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. . . 
EXHIBIT A 

SCHEDULE 1 (Ill) 

The Non-club Real latate to be conveyed by The Hoba s ound Company 
ahall include the riqhta of The Kobe Sound Company under 
reaarvat1ona or reatr1ct1ona aet forth in the toUow11.; 
instruments executed by The Hobe Sound Company: 

1. Dead to c.c.c. Aaaociate•, a Florida qanaral 
partnarahip, reoor4e4 at O.R. Book 706, Paqa 2500 , o!t1c1al 
recorda ot Martin county. 

2. Deed to Williams. Shanks and Batty A. Shanks, Husband 
and wife, recorded at o.a. Book 511, Paqa 2487 , ott1c1al records 
ot Martin county. 

3 . Dee4 to Williams. Shanka recorded at o .R . Book 634, 
Paqa 1675, offic:ial recorda of Martin county . 

- 8 -
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. . 
T.\X ALLOCATION AGR!E."lENT 

EXHIBIT e 

Agree~er.t , dated July 1, 1996, be~Jeen The Kobe Sound Company, 

a Delaware co:-poration ( "KSC" ) , and Hol::e s ound Water company, a 

Flori<!~ corporation ( "HSWC") . 

WHEREAS, prior to the date hereo! the parties hAve been 

mecbars of an "attiliated ~oup" as defined in Section 1S04(a) ot 

the Internal Revenue Code ot ltl6, &a acanded (the "Code") and are 

raquirad to ~ile a con1olidated tederal income tax return tor the 

10-month tiacal period ended June 30, 1996 (the 11 1996 Return" ): 
. 
WHER.E.AS, the parties are no lonc;e:- artiliated and wish to 

pro·tide tor tne preparation and tiline; or t.~e 1996 R·eturn, the 

payment ot any tax lhovn due thereon and the allocation ot the cost 

thereof between them, and 

WHE~AS, it is the intention ot the pa:::ties that if RSC 

benefits fran losses or tax credit• ot F.SWC , then HSWC ahould be 

compensated tor the value ot the loaaes or tax credits utilized. 

NOW, TM!?.£FOR:::, in consideration o! t!'\e a:utul!l co·1enants 

herein ccnta.ined, the parties agree as follows: 

1. The 1996 Return shall be prepa:ed byMcore, Caler, Donten 

& Levina, P.A. and their charges therefor wi ll be borne a~d paid 

tor equally by the parti•s· 

2. t!SC will pay any tax shown <!•.:e an<! owing on the t996 

Return, and .P.SWC will promptly reimburse HSC for any unpaid portion 

of HSWC's sha:-e of the consolidated tax liability shown on t he 1996 

Return, or HSC will promptly pay to HSWC any a~ount owed to HSWC, 

detercine<! as hereinafter set forth . 

J . HSWC'a share ot the consoli<!a~e~ tax l iabili t y ! or 1996> 

will te an an:unt equal to the tax lia::lity • hich wocld be sho~n 

on a aeparate return ot HSWC for the 10-~onth period ended June JO, 

1996 on a non-consolidate<! basis (the "f.SWC Sep~rate Return") . 

~ - I! t~e HSWC Separate Return wocld show a loss or unused 

tax credits, P~C will pay to HSWC an amoc~e e~al t o t he difference 

between the ccnso1idated tax liability •~own on the 1996 Return anc! 

the acount of auc:h tax liabilit y witnout qivinq ettect to such l oss 

anc unused tax credits of KSWC. To t~e extent t he benefit fro~ 

such losses a~ tax credi t• can only be realize~ by carrybacks or 

carryovers to other t~x years , HSC will cooperate in attempting to 

realize t!'le:l, and H.SC will pay to P.S>:: an amount equal to the 

be~e!it received as and whe~ s uch loss•s anc crecits are utilize<!. 

s. The 1996 Reeurn shall be pre;ared on a basis consiste~t 

with prior yasrs, and no eleccion r•~~!re<! or pe~itte<! under the 

Coce shall ~· made without the concu~~e;.:e o~ •~~~ of the parties 

::_ I 



,_ 
• • # , 

1 hqreto; provided, however, that aaminqs and protits shall be 

al1.ocatad on a aaparata ratum baaia and t.ha partie• will aaka an 

election to parait J!.S1fC to c:al.culata ita tax liability on the KSWC 

Separate Return by uain9 S/6tha ot the BSWC actual tax liability 

for its tiscal year andinq AUquat 31, 1996 rather than by closing 

its books on June 30, 199~ to make a separate calculation for the 

10-month period. 

IN WITNESS WHEREOF, the parties have executed this Aqreamant 

as of the data first above written. 

The Hobe Sound Company 

By: _ _______ _ 

Hobe Sound Water Company 

By : ___________ __ 
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