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STATE OF WASHINGTON 
OFFICE OF THE INSURANCE COMMISSIONER 

In re the Matter of 

EDMUND C. SCARBOROUGH, and 
WALTER W. WOLF, 

Respondents. 

No. 13-0084 

RESPONDENT SCARBOROUGH'S 
OPPOSITION TO REQUEST TO ISSUE 
SUBPOENA DUCES TECUM TO 
WELLS FARGO BANK NORTHWEST, 
N.A. (AMENDED) 

I. INTRODUCTION 

The threshold issue in this proceeding is whether the sale and issuance of fully 

collateralized individual surety bonds, authorized by law and accepted by public entities, 

requires a certificate of authority issued by the OIC. In the event a code violation is found, a 

secondary issue is the appropriate monetary penalty, which depends largely on whether the 

vast majority of the bonds at issue are outside the OIC's jurisdiction because they were 

accepted by the federal government under federal law, for work on federal projects. Even 

though the threshold issues are legal and any fact issues are narrow, the OIC has served 

extensive and broad discovery requests upon Respondent Edmund C. Scarborough and has 

now requested that the presiding officer issue a broad subpoena duces tecum to Wells Fargo 

Banlc Northwest, N .A., which acted solely as a trustee holding security interests as collateral 

for the bonds. The subpoena requests documents that are irrelevant or that Scarborough has 
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produced. It also encompasses communications protected by the common-interest doctrine. 

The presiding officer should therefore decline to issue the subpoena. 

II. STATEMENT OF FACTS 

A. The Scarborough Bond Program. 

Individual surety bonds are an alternative to corporate surety bonds, authorized under 

Washington law. See RCW 19.72.020 through .040; RCW 39.08.010(4); RCW 48.28.010. 

Corporate surety bonds are often unavailable to smaller contractors, many of which are 

minority-owned. 1 Mr. Scarborough operates the Scarborough Bond Program, through which 

he issues fully collateralized individual surety bonds.2 The Scarborough Bond Program is 

designed to meet the strict requirements of the Federal Acquisition Regulation, which 

requires that individual surety bonds for a federal public works contract be fully 

collateralized, such as by a security interest granted in property with a value at least equal to 

the amount of the contract, as verified by the government contracting officer. 3 

B. The Skyline-Clarkston Bond. 

This matter arose from a complaint to the OIC relating to a bond that Scarborough 

issued together with Walter W. Wolf.4 The bond guaranteed performance and payment by 

Skyline Contractors, Inc., under a contract with the City of Clarkston, Washington, for 

remodeling and construction work on the City of Clarkston Public Safety Building. 5 

Scarborough and Wolf executed performance and payment bond documents dated May 11, 

2011, valid for one year with a single limit of $754,543.09.6 The City of Clarkston accepted 

the bond after what the City's counsel described as "legal review on a number of fronts."7 

1 Scarborough Dec/., 12. 
2 !d. 
3 !d.; see 48 C.F.R. §§ 28.203,28.203-1. 
4 Scarborough Dec/., 13 
5 !d. 
6 !d., 1 4 & Exh. A. 
7 Scarborough Dec/., 14. 
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The terms and conditions of the bond specifically state that the bond is a guarantee and not an 

insurance policy. 8 Attached to the bond was an irrevocable trust receipt (ITR) executed by 

Wells Fargo Barrie Northwest, N.A., as "indenture trustee."9 The bond states that the 

exclusive source of funds available to the City to pay any claims available under the terms of 

the bond is the assets represented by the ITR. 10 The ITR is evidence that Scarborough 

granted to Wells Fargo a first-priority security interest in those specific assets, to be 

foreclosed upon in the event of a default by Scarborough. 11 While the City has never 

declared a default on the bond, if Scarborough were to default, Wells Fargo is authorized to 

exercise the rights and remedies of a secured party as to the designated assets, for the benefit 

of the bondholder and ultimately the claimant. 12 

A dispute arose between the City of Clarkston and Skyline Contractors, which is now 

in banlauptcy, relating to the Public Safety Building project. 13 The City of Clarkston filed 

suit against Skyline Contractors, alleging that it failed to perform certain items of work on the 

construction contract completely and it failed to pay for certain of the labor, materials, and 

equipment furnished for use in the construction, resulting in claims against the City totaling 

$135,215.59. 14 The City also filed suit against Scarborough, Woli~ and Wells Fargo, seeking 

relief based on the bond issued to Skyline Contractors. 15 Skyline Contractors answered the 

City's suit and filed a cotmterclaim for damages it alleged were caused by the City. 16 Skyline 

Contractors further demanded arbitration as provided for in the contract between the City and 

8 !d. & Exh. A. 
9 !d. 
10 !d. 
11 !d.,~ 5. 
12 Id. 
13 Scarborough Dec/.,~ 6. 
t4 Id. 
ts Id. 
16 !d. 

RESPONDENT SCARBOROUGH'S 
OPPOSITION TO REQUEST TO ISSUE 
SUBPOENA DUCES TECUM TO 
WELLS FARGO BANK N.W., N.A.- 3 

SCAOl3 0001 ok17eh05rm 

CAR.NEY 
BADLEY 
SPELLMAN 

LAW OFFICES 
A PROFESSIONAL SERVICE CORPORATION 

701 Fifth Avenue, Suite 3600 
Seattle, WA 98104-7010 

T (206) 622-8020 
F (206) 467-8215 



Skyline Contractors and moved for a stay of the City's lawsuit. 17 The City acknowledged 

that its claim under the payment bond is subject to arbitration. 18 An order was issued staying 

the lawsuit pending the outcome of the arbitration. 19 The arbitration is being held in abeyance 

pending action by the bankruptcy trustee. 20 

Scarborough issued a total of 22 bonds in Washington, all during the years 2009-

2012.21 Twelve of those related to work procured by the federal government. 22 Of the 

remaining 10 bonds, eight related to non-federal public projects (including the Clarkston PSB 

project discussed above), one project was for Boeing, and one was for a private mining 

company. 23 All projects are now completed, and except as explained above with respect to 

the Skyline-Clarkston bond, all bonds and claim-filing periods have expired. 24 

C. OIC Investigation and Cease and Desist Order. 

The OIC commenced an investigation in September 2012. Scarborough's attorneys 

provided information regarding bonds he had issued in Washington.25 The OIC completed its 

investigation and issued a cease and desist order dated March 8, 2013. The order 

characterized the sale of individual surety bonds as an unauthorized transaction of insurance 

and directed Scarborough and Wolf to cease and desist immediately from such transactions. 

Simultaneous with the cease and desist order, the OIC issued a notice of request for hearing 

for imposition of fines. In response to the order and notice, Scarborough formally denied that 

he violated the insurance code and that any fine should be imposed, and requested a hearing. 

17 Scarborough Dec!.,~ 6. 
1& Id. 
19 Id. 
20 Id. 
21 Scarborough Dec!. (Amended),~ 8. 
22 Id. 
23 Id. 
24 Id. 
25 Scarborough Dec!.,~ 8 & Exh. C. 
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D. OIC Discovery Requests and Request to Issue Subpoena. 

The hearing in this matter was originally set to take place in June 2013 but was 

continued by stipulation. In September 2013, the ore served Scarborough with 74 discovery 

requests, including 44 interrogatories and 30 requests for production, most of which are broad 

and have multiple subparts. On October 28, 2013, Scarborough timely responded with 

answers and production of documents, but objected to many of the requests on the basis that 

they are overly broad and unduly burdensome and seek information and documents not 

relevant to the complained issues, particularly considering the relatively narrow issues 

involved in this proceeding. On November 1, 2013, the ore requested (1) a eR 26(i) 

conference regarding the discovery requests and (2) a prehearing conference to request 

issuance of a subpoena duces tecum directed to Wells Fargo Bank Northwest, N.A. 

The eR 26(i) conference was held on November 13, 2013. The ore agreed that 

certain discovery requests would be withdrawn or narrowed based on (1) representations by 

Scarborough regarding the limited number of bonds issued in Washington and the status of 

those bonds and (2) supplemental production of bond documents. However, no agreement 

was reached regarding the proposed subpoena duces tecum. The subpoena would direct 

Wells Fargo to produce documents falling within eleven broad categories, likely 

encompassing every doctunent relating to Scarborough's entire history of dealings with the 

bank, including all communications, all agreements, all reports, etc. Among the documents 

encompassed by the subpoena are conm1unications between representatives of Scarborough 

and the bank regarding the litigation in they share common interests as co-defendants. 

Scarborough opposes issuance of the subpoena. 

III. AUTHORITY AND ARGUMENT 

Discovery in administrative proceedings is discretionary with the presiding officer. 

ReW 34.05.446(3). When discovery is permitted, the presiding officer "may condition use 

of discovery on a showing of necessity and unavailability by other means." !d. Discovery is 
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presumptively permitted in ore hearings because the commissioner has by regulation 

adopted CR 26 through 3 7, such that discovery may be had under those rules without first 

obtaining the presiding officer's permission. WAC 284-02-070(2)(e)(i). Nevertheless, the 

rule preserves the presiding officer's discretion and authority to condition or limit discovery 

to require a showing of necessity and unavailability by other means as provided in RCW 

34.05.446(3). WAC 284-02-070(2)(e)(iii). The factors properly considered by the presiding 

officer in ruling on discovery requests include whether the discovery would result in undue 

expense or delay. RCW 34.05.446(3). 

The commissioner has not adopted CR 45 regarding subpoenas. See WAC 284-02-

070( e). The presiding officer has discretion to issue subpoenas and protective orders. RCW 

34.05.446(1). The permissible scope of a subpoena duces tecum is limited by CR 26(b), 

which limits the scope of discovery to information that is "relevant to the subject matter 

involved in the pending action." A court will properly quash or refuse to issue a subpoena 

duces tecum that is overly broad or burdensome. See Eugster v. City of Spokane, 121 Wn. 

App. 799, 813-14, 91 PJd 117 (2004). 

Wells Fargo's involvement with the Scarborough Bond Program is not relevant to any 

issue in this proceeding. This proceeding involves two primary issues: (1) whether the sale 

and issuance of fully collateralized individual surety bonds, authorized by law and accepted 

by public entities, requires a certificate of authority issued by the ore and (2) if so, what is 

the appropriate monetary penalty. The latter issue depends on sub-issues including whether 

the ore has jurisdiction to regulate bonds accepted by the federal government under 48 

C.F.R. § 28.203, et seq., for work procured by the government. Wells Fargo acted only as a 

trustee and bore no risk on any Scarborough bonds. Wells Fargo's role is limited to holding 

the security interests granted by Scarborough in specific assets and to foreclose on those 

interests in the event of a default by Scarborough. No default has been declared. While the 
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ITRs and agreements executed by Wells Fargo relating to the Scarborough Bond Program 

may be relevant for discovery purposes, Scarborough has produced those documents, making 

it unnecessary to burden Wells Fargo with producing those same documents. 

Scarborough further opposes the proposed subpoena duces tecum because it 

encompasses confidential communications between him and his legal representatives and 

those of Wells Fargo. "The 'common interest' doctrine provides that when multiple parties 

share confidential communications pertaining to their common claim or defense, the 

communications remain privileged as to those outside their group." Sanders v. State, 169 

Wn.2d 827, 853, 240 P.2d 120 (2010). Confidential communications between Scarborough 

and Wells Fargo or their legal representatives concerning their common interests as co

defendants in the Clarkston-Skyline litigation fall within the common-interest doctrine and 

are thus protected from discovery. 

IV. CONCLUSION 

The presiding officer should decline to issue the proposed subpoena to Wells FaTgo 

because it seeks irrelevant documents and communications protected by the common-interest 

doctrine. 

DATED this 18th day of November, 2013. 
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DECLARATION OF SERVICE 

I, Christine Williams, under oath hereby declare as follows: I am an employee at Carney 
Badley Spellman, P.S., over the age of 18 years, and not a party to nor interested in this action. On 
November 18, 2013, I caused to be delivered via e-mail and U.S. mail a copy of the foregoing 
document on the following parties at the last known address as stated: 

"'""'""'"'""''"''" . , .... , ........................................... .. 
! Judge Patricia Petersen- ORIGINAL 
l Chief Hearing Officer I ~::~;~rci,~~?~~ger, ~;~;r~tt~;~~Y I 
) Office of the Insurance Commissioner 
J 5000 Capitol Boulevard 

! Legal Affairs Division 
i Office oflnsurance Commissioner 
I P.O. Box 40255 i Tumwater, WA 98501 

i kellyc@oic.wa.gov 
! 

\ Olympia, WA 98504-0255 
! alans@oic.wa.gov 

lft.ti;i;;;;;;±sr wiiii;;;:w-:w;ir······ ·--· ···············[;,;ti~;~;;;;5r;;:ilcti;;~~ctc:sciiriJ;:;;:~;;gh. I 
! James A. McPhee ! Michael M. Miles · 
f Workland & Witherspoon, PLLC i Duane Morris LLP 
I 601 W Main Avenue, Suite 714 I 100 North City Parkway, Suite 1560 
I, Spokane, WA 99201 l LasVegas,NV89106-4617 
[ jmcphce@workwith.com I !llJJ!!lliles@ffiillnemorris.com 

L .................... . ........... L ... ················ . ................... . 
I 

... J 

I DECLARE UNDER PENALTY OF PERJURY UNDER TI-lE LAWS OF THE 
STATE OF WASHINGTON THAT THE FOREGOING IS TRUE AND CORRECT. 

DATED this 18th day ofNovember, 2013. 
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STATE OF WASHINGTON 
OFFICE OF THE INSURANCE COMMISSIONER 

In re the Matter of 
No. 13-0084 

EDMUND C. SCARBOROUGH, and 
WALTER W. WOLF, DECLARATION OF EDMUND C. 

SCARBOROUGH (AMENDED) 
Respondents. 

EDUMUND C. SCARBOROUGH declares: 

1. I am over the age of eighteen and competent to testifY, I am a resident of the 

state of Florida. 

2. I operate the Scarborough Bond Program, which involves issuance of fully 

collateralized individual surety bonds. Individual surety bonds are authorized under the 

Federal Acquisition Regulation and under the laws of many states, including Washington. 1 

Corporate surety bonds are often unavailable to smallet· contractors, many of which are 

minority-owned, Individual surety bonds are an a!temative to such bonds. The Scarborough 

Bond Program is designed to meet the strict requirements of the Federal Acquisition 

Regulation, which requires that individual surety bonds for a federal public works contract be 

fully collateralized, such as by a security interest granted in property with a value at least 

equal to the amount of the contract, as verified by the government contracting officer. 2 I have 

1 See RCW 19.72.020-.040; RCW 39.08.010(4); RCW 48.28.010. 
2 See 48 C.P.R.§§ 28.203, 28.203"1. 
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issued individual surety bonds in other jurisdictions for as much as $16 million. The 

Scarborough Bond Program is administered by ICBS Fidelity, Inc. 

3. This matter m·ose from a complaint to the Washington Office of h1surance 

Commissioner (OIC) relating to a performance and payment bond that I issued, together with 

Walter W. Wolf, to guarantee perfonnilllce m1d payment by Skyline Contractors, Inc., under a 

contract with the City of Clarkston, Washington, for remodeling and construction work on the 

City of Clarkston Public Safety Building (PSB). Attached as Exhibit A is a hue 8lld correct 

copy of the bond with attachments. 

4. Bond number SKYLINEPP05112011 was executed by Skyline Contractors, 

Inc., as principal, by me through my attorney in fact, Steven A. Golia, as an individual surety, 

and by Mr. Wolf as a: second individual surety. The bond documents were dated May 11, 

20 II, and the perform8llce and payment guat·illltees were valid for one year with a single limit 

of $754,543.09. The performance bond guaranteed performm1ce of the construction contract 

only and provided .no coverage ±or consequential datnages. It allowed filing of claims within 

two years of the contractor's failure to perform or completion of work, or the surety's refusal 

to ·perform its obligations, whichever occun-ed first. The payment bond gua:t'8llteed payment 

for labor, materials, and equipment fru·nished for use in the performance of the construction 

contract. It allowed filing of claims within one yem· from when notice of a claim was given 

or from the last date any labor or service was perfo1111ed or materials or equipment were 

furnished, whichever occurred first. The City accepted Bond number SKYLINEPP05112011 

after what the City's counsel described as "legal review on a number of fronts." Had the City 

not accepted the bond, I would not have issued it. The terms and conditions of the bond 

specifically state that the bond is a guarantee m1d not 8l1 i!ISurMce policy. Further, by 

accepting the bond, the City of Clarkston agreed that the assets represented by the Irrevocable 
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Trust Receipt (ITR) attached to the bond were the City's exclusive source of funds to pay any 

available claim under the terms of the bond. 

5. The ITR was executed by Wells Fargo Bank Northwest, N.A., as "indenture 

trustee." The ITR is evidence that I granted to Wells Fargo a first-priority security interest in 

specific assets, to be foreclosed upon in the event of a default. The specific assets were 

23,391.44 gross tons of surface mine tailings at a coal mine owned by me in West Virginia, 

with a net value of$829,997.40 after processing costs, or 110% of the amount of the bonds, 

based on reports of coal spot market prices issued by the United States Department of Energy 

on the date of bond issuance. If I were to default on a bond obligation, the trustee is 

authorized to exercise the rights and remedies of a secured party as to the designated assets 

under the procedure described in the ITR. The City of Clarkston never declared a default on 

the bond. 

6. A dispute arose between the City of Clarkston and Skyline Contractors, which 

is now in bankruptcy. The City of Clarkston filed suit against Skyline Contractors, alleging 

that it failed to perform certain items of work on its construction contract and to pay fbr 

certain of the labor, materials, and equipment furnished for use in the construction, resulting 

in claims against the City totaling $135,215.59, some of which appear to be duplicative. The 

City also filed suit against me, Mr. Wolf, and Wells Fargo, seeking relief based on the 

performance and payment bond issued to Skyline Contractors. Skyline Contractors answered 

the City's suit and filed a counterclaim for damages it alleged were caused by the City. 

Skyline Contractors finiher demanded arbitration as provided for in the contract between the 

City and Skyline Contractors and a moved for a stay of the City's lawsuit. The City has 

acknowledged that its claim under the payment bond is subject to arbitration. An order was 

issued staying the lawsuit pending the outcome of the arbitration. The arbitration is being 

held in abeyance pending action by the bankruptcy 'tmstee. I am ready, willing, and able to 
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satisfy my obligations, if any, under the bonds issued to Skyline Construction once the 

disputes are resolved whether by adjudication or settlement. 

7. In March 2013, due to the pending claims on the Skyline-Clarkston bond, Mr. 

Golia executed on my behalf a surety rider extending the bond and ITR through May 2014, 

for work performed or materials supplied during the period the original bond was effective. 

Wells Fargo Bank Northwest executed a replacement ITR acknowledging my granting of a 

security interest in assets of equivalent value to those that secured the original bond. A true 

and correct copy of the Surety Rider and replacement ITR is attached as Exhibit B. 

8. I issued a total of 22 bonds in Washington, all during the yem·s 2009-2012. 

Twelve of those related to work procured by the federal government. Of the remaining 10 

bonds, eight related to non-federal public projects (including the Clarkston PSB project 

discussed above), one project was for Boeing, and one was for a private mining company. 

All projects are now completed, and except as explained above with respect to the Skyline

Clarkston bond, all bonds and claim-filing periods have expired. 

I DECLARE UNDER PENALTY OF PERJURY UNDER TI-IE LAWS OF THE 
STATE OF WASHINGTON THAT THE FOREGOING IS TRUE AND CORRECT TO 
THE BEST OF MY KNOWLEDGE. 

DATED this _L7.__ day of November, 2013, at '--'"~f-U-'--'-=-w~...,...--'"""----
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DECLARATION OF SERVICE 

I, Christine Williams, under oath hereby declare as follows: I am an employee at Carney 
Badley Spellman, P.S., over the age of 18 years, and not a party to nor interested in this action. On 
November 18, 2013, I caused to be delivered via e-mail and U.S. mail a copy of the foregoing 
document on the following parties at the last known address as stated: 

~····.i;idgei>~i~i~iai>eiersei;=oR.iciNAL' ······I'Ati~i:i;eyfororc · · - , 
I Chief Hearing Officer i Alan Michael Singer, Staff Attorney 
J Office of the Insurance Commissioner i Legal Affairs Division 
! 5000 Capitol Boulevard I Office of Insurance Commissioner 

I 
Tumwater, WA 98501 I P.O. Box 40255 
kellyc@oic.wa.gov 1

1 

Olympia, WA 98504-0255 
I I alans@oic.wa.gov 

I 

'''"''"' "'"'""""'"-'"'""''''''' ................... , ...................................................... -............ . 
Attorney for Walter W. Wolf 
James A. McPhee 
Workland & Witherspoon, PLLC 
601 W Main Avenue, Suite 714 
Spokane, WA 99201 
.inlQRhee@workwith.con} 

'"""'11.. ...................................................................................... , ...................................................................................... . 
. Attorneys for Edmund C. Scarborough 
I Michael M. Miles 
1 Duane Morris LLP 
I 100 North City Parkway, Suite 1560 
I Las Vegas, NV 89106-4617 
! mmmiles@duanemorris.com_ 
! L ........... . "''""'"-""""'''"'""'''''L. ... 

I DECLARE UNDER PENALTY OF PERJURY UNDER THE LAWS OF THE 
STATE OF W ASf-JlNGTON THAT THE FOREGOING IS TRUE AND CORRECT. 

DATED this 18th day of November, 2013. 
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STATE OF WASHINGTON 
OFFICE OF THE INSURANCE COMMISSIONER 

In re the Matter of 

EDMUND C. SCARBOROUGH and 
WALTER W. WOLF, 

Respondents. 

NO. 13-0084 

DECLARATION OF ELECTRONIC 
SIGNATURE ON DOCUMENT 

I, Jason W. Anderson, under penalty of perjury under the laws of the State of 
Washington declare: I have personally examined the foregoing document consisting of 5 
pages; the signature of Edmund C. Scarborough on the foregoing document is a complete and 
legible image; and it was received by me via email at the following address: 
anderson@carneylaw.com. 

DATED this 18th day ofNovember, 2013. 
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By~ 
Jason W. Anderson, WSBA # 30512 

Attorneys for Edmtmd C. Scarborough 
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Ill it, 

,,-~·AI A® 
·- s.,,~:; ~ Document A312" -1984 
Performance Bond 

Bond No. SK YLINEPP05 1120 II 

CONTRACTOR (Name, Legal 
Status and AddresJ~: 

SURETIES(NcWIL', Le;:ctl S/(lfiiS and frinc:ipal Nc1c~: 
crf'Bu.vim:s.v); 

Skyline Contractors, Inc. 
12402 N. Division St. 
suite 209 

llc.lmuml S~arbmvlillh & W"l!vr W. Wolf, lndividUlll SuMi<:~ 
944 OI1.'11WO\ld Stillion l.m1<: ~OJ 1!. Brmuhvny 
Suit\." 1\14 Spoknn~ Vullcy, WI\ 911:;!1:;! 

Spokane, WA 99216 
OWNER (Nama, Legal Stat/Is 
and AddrQss): 
City of Clarkston 
8295th St., Clarkston, WA 
99403 

CONSTRUCTION CONTRACT 
Date: Aprll28, 2011 
Amount: $ 754,543,09 

t'hllrh\1\c~vilhl, VII ::!:!9111 

Description (Name and Location): 
City of Clarkston Public Safety Building Improvements 
at 826, 830, 832, 5111 Street, Clarkston, WA 
Includes: Base Bid, Bid llem #l, Bid Item #2, Bid hem 113, Bid Hem #S 
BOND 
Date (Not (?artier than Consfl·uc·ti<m C<mfnwt Datu): May II, 2011 
Amount: $ 754.543.09 
Modifications to lh\s Bond; [=:=J None rr=J Sec Sect\on 13 

CONTRACTOR AS PRINCIPAL 
Company: (Cmporafe SI!Cll) 

SURETY 
Company: 
Edmund Scarborou 
Surety 

lndi.vidu~. 

(,~~ 
Signature: SignaLLJre: 
Name Md Name nnd 
Title; Title: 
(Any addillonal slgnalllres appm:t1· Oil tho last pap,a) 

(FOR INFORMATION ONLY~ Nami!, Addrrtss mul Tf/lttphonfl) 

Steven A. Golia, 
Attorney In Fact 

AGENT or BROKER: OWNER'S REPRESENTATIVE 

Walter Wolf 
Wolf~MajcskeyNRapp, Inc. 

790.3 E. Broadway Ave. 
Spokane Valley, WA 99212 

(An..'hi/e£.'1, Enfiin~Jur m· oth~Jr rmr(~·J: 
Jt:rry Brotnov 
Drotnov Al'chitecture & Plmming 
724 Yl 61h Street, Clarkston, WA 99403 

ADOITIONS ANO DELETIONS: 
The author of this document has 
added Information needed ror Its 
completion. The autl1cr may also 
have revised the text of \he original 
AlA standard form. An Add/lions and 
Deletions Report that nolos added 
Information as well as revisions to tha 
standard rorm le.ld Is available from 
the author and should be reviewed, A 
vertical line In the left margin of this 
documanl Indicates where the autllor 
has added necessary Information 
and whera the author has added to or 
deletad from the ori[Jlnsl AlA Jext. 

This document ha& lmportMt legal 
consequences. Consullatlon wllh an 
attorney h; encouraged wlth respect 
lo ilts completion or modlfkot~Uon. 

Any singular reference to Ctmlract, 
Surely, owner or other party shall be 
considered pfurlll where applicable. 

AIADocurnent AJ12'~-1!J84 Performancu B<lnd. TII6Amcrlcan lnsfitula of/m:hllocl.!i, AJI tight• rllUIVQd. WARNING: Till& AlA'' Ooeumunt Is protuctud by 
U.S. CQpyrlght Law and lnturno.t/onal Treallea. Unauthorlzt~rl roproducllon or dl~;~lrlbutlon of this AlA~ DoQUffi!Hll, or any portion ol II, lll~Y ruun lrt 
~~~vero olvll f.nd crtmlnill penPitle5, and wiU bu protHIOUiod t~;~ tho malflmum utont posGibh.r umturthelaw. Thlsdocumontwas producedbyAIAllollw;ue at 
14:20:48 on 05111/2(111 umlcr Order NCJ.Qf.l77o106~60_1 whloh fi'IIJ)Iro& or~0311612012. ami Is not far rosniB. 
Uuor Nolua: ( 143277!>290) 

EXHIBIT A 
Page 1 of 17 



lnlt, 

~ 1 The Contractor and the Surety, jointly and severally, bind themselves, their hell's, executors, administrators, 
successors and assigns to the Owner for the performance oft he Construction Contract. which ill Incorporated herein by 
reference. 

§ 2lfthe Contractor performs the Construction Contract, the Surety and the Contractor shall have no obligation under 
lhill Bond, exceptio participate in conferences as provided in Section 3.1. 

§ 31fthere Is no Owner Default, the Surety's obligation under thls Bond shall arise after: 
§ 3.1 The Owner has notified the Contractor and the Surety at its address described in Section 10 below that the Owner 
is considering declaring a Contractor Default and has requested and altempted to arrange a conference with the 
Contractor and lhe Surety to bt: held not later than fifteen days after receipt of such notice to discuss methods of 
pertbrming the Construction Contract. lfthe Owner1 the Contractor and the Surety agree, the Contractor shall be 
allowed a reasonable time to perform the Construction Contract, but such an agreement shall not waive the Owner's 
rl~t, irany, subsequently to declare n Contractor Defuult; and 

§ 3.2 The Owr1er has declared a Contractor Del'ault and formally tennlnated the Contractor's right to complete the 
contract. Such Contractor Default shall not be declared earlier than twenty days after the Contractor und the Surety 
have received notice as provided in Section 3.1: and 

§ 3.~ The Owner has agreed to pay the Balance oft he Contract Price to the Surety in accordance with the terms of the 
Construction Contract or to a contractor selected to perform the Construction Contract in accordance with the terms of 
the contract with the Owner, 

§ 4 When the Owner has satisfied the conditions of Section 3, the Surety shall promptly and at the Surety's expense 
take one of the following actions: 
§ 4.1 Arrange for the Contractor, with consent ofthe Owner, lo pertbrm and complete the Construction Contract; or 

§ 4.2 Undertoke to perform 11nd complete the Construction Contract ltsclt: through Its agents or through independent 
contractors; or 

§ 4.3 Obtain bids or negotiated proposals from qualified contractors acceptable to the Owner for a oontract tbr 
performance and completion of the Construction Contract, arrange for a contract to be prepared for execution by the 
Owne:r und the contractor selected wlth the Owner's concUITence, to be secured wilh pcrrormance and payment bonds 
executed by a qualified surety equivalent to the bonds issued on the Constructlon Contract, and pay to the Owner the 
amount of damages as described In Section 6 in excess or the Balanc~ oft he Contract Price i11curred by the Owner 
resulting from the Contractor's default; or 

§ 4.4 Waive its right to perform and complete, EJrrangc for completion, or obtain a new contractor and with reasonable 
promptness under the oircl.lmstances: 

.1 After lnvestlgat!on. detenntne the amoulll for which It may be liable to the Owner and, as soon as 
practl<:able after the amount is determined, tender puyment theretbr to the Own en or 

.2 Deny liability in whole or in part and notify the Owner citing reasons therefor. 

§ 51fthe Surely does not proceed as provided in Section 4 with reasonable promptness, the Surety shall be deemed to 
be In default on this Bond fifteen days nfter receipt of an additional written notice from the Owner to the Surety 
demanding that the Surety perform its obligations under this Bond, and the Owner shall be entitled to enforce any 
remedy available to th~ Owner. If the Surety proceeds as provided in Section 4.4, and the Owner refuses the payment 
tendered or the Surety has denied liability, In whole or in part, without further notice the Owner shall be entitled to 
enforce any remedy available to the Owner. 

§ 6 After the Owner hns terminated the Contractor's right to complete the Construction Contract, and if the Surety 
elects to act w1der Section 4.1, 4.2, or 4.3 above, then the responsibilities of the Surety to the Owner shall not be 
greater than those of the Contmctor under the Construction Contract, and the responsibilities of the Owner to th~ 
Surety shall not be greater than those of the Owner under the Constrt!ctlon Contract. To the limit of the amount ofthls 
Bond, but subject to commitment hy the Owner of the Balance oft he Contract Price to mitigation of costs and 
d11mages m1 the Con11truction Contract, the Surety is obligated without duplication for: 

AlA 01Jcllm~ntAJ1Z"' -19111 Potfomumoo Sand, il"oo Am11rlmlnlnsUtultl of Art<hl\ltcta. All lights rll,lltvlltl, WARNING: This AlA~ Oo~tlmijnt Is prot11ctod by 
U.S. Copyr!~ht (.11w 11nd \nt11rnattonal Treattos, Unoutllortztld roprod11tUon or distribution or I hi& AlA'' Donumont, or any portion of ll, m~y re~>ult In 2 
&~Jvor~ c.lvllo.nd crlmlnot pnnilltlo&, and will bo prosooutod to tho m~ximum e~\onl j)D!i9lblo \Jndnr tho low. Thla documonl was prodoccd tJy AlA sof1W11ro at 
14:20:46 on OS/1112tll1 und11r Order No.6tl7740liJ60_1 which O!<plrea on 0311512012, eod is flOt for rea tile. 
UserNotea: j\432775290) 
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§ 6.1 The responsibilities of the Contractor for correction of defective work and completion of the Construction 
Contract; 

§ 6,2 Additional legal, design professional and delay costs resulting from the Contractor's Defuult, Rnd resulting !Tom 
the actions or fill lure to act of the Surety under Section 4; and 

§ 6.3 Liquidated damages, or if no liquldated dama.ges 11re specitied in the Construction Contract, ~ctual damages 
caused by delayed performance or non·pcrtOrmancc oft he Contractor, 

§ 7 The Surety shall not be liable to the Owner or others for obligations ofthe Contractor that are unrelated to the 
Construction Contract, and the Balance of the Contrnct Ptice shall not be reduced or set off on account of any st1ch 
unrelated obligations. No right of action shall accrue on this Bond to any person or entity other than the Owner or its 
heirs, executors, administrators or successors. 

§ 8 Section not used. 

§ 9 Any proceeding, legal or equitable, undar thili Bond mny be instituted in any court of competent jurisdiction ln the 
location in which th.e work or part ofthe work is loci) ted and shall be instituted within two years after Contractor 
Defu.ult or within two years after the Contrnctor ceased working or within two years after the Surety refuses or fails to 
perform Its obligations under this Bond, whichever occurs first, If the provisions of this P!'ragraph nre void or 
prohibited by law, the minimum period of limitation available to sureties as a defense in the jurisdiction of the suit 
shall be applicable. 

§ 10 Notice to the Surety, the Owner or the Contractor shall be mailed or delivered to the address shown on the 
signature page, 

§ 11 Section not used. 

§ 12 DEFINITIONS 
§ 12.1 B1danoe oflhe Contract Price: The total amo~mt payable by the Owner to the Contractor under the Construction 
Contract after all proper adjustment:'! have been made, including allowance to the Contractor of any ammmts received 
or to be received by the Owner In s~ttlcmcnl of insurance or other claims for damages to which the Contractor is 
entitled, reduced by all valid and proper payments 111ade to or on behalf of the Contractor under the Construction 
Contract. 

§ 12.2 Construction Contract: The agreement between the Owner and th<! Contractor identified on the signature page, 
Including all Contract Documents and changes thereto. 

§ 12,3 Contractor Defnult: Failure of the Contractor, which has neither been remedied nor waived, to pertbrm or 
otherwise to comply with the t~rms of the Construction Contract. 

§ 12.4 Owner Default: Failure of the Owner, which hns neither been remedied nor waived 1 to pay the Contractor as 
required by the Construction Contract or to perform nnd complete or comply with the· other terms thereat: 

§ 13 MODIFICATIONS TO THIS aOND ARE AS FOLLOWS: 

The fee for this bond is fully earned llpon recoipt of this instrument by Principal and Obligee, A "Consent of Surety" 
is required for release of all Progress Payments Including retain age. The surety reserves the right to implement Punds 
Control at its sole discretion, and the Obligee(s) nre hound by this condition. This Bond is a guarantee, it is not an 
Insurance policy. Seck qualified and licensed insurance compani{;s tbr all Workers Compensation and General 
Liability exposures. Nothing in this performance bond shall be deemed to include coveraso for or assurance of 
payment of delay damages, whether liquldnted or actual, or uny other form ofconsequentinl damages. Such danmges 
are speclncnlly excluded !Tom the scope of this performance bond. 
Void without attached IRREVOCABLB TRUST RECEIPT. The Owner agrees that the exclusive source of funds to 
pay any available claim under lhe terms of this bond is the nssets represented by the attached Irrevocable Trust 
Receipt, This bond Is valid only for one ~car from the dHLc indicHted on its face, Any renewal or ex:tension oft hat term 
will be at the sole discretion of the surely upon request of the obligee and subject to payment of additional fees. For 

A1ADor,umontA312'" -1984 P~trformanco Bond. ThvAmerloan lnsiiM~ ol An:hltaots, All rlghlll f'Qtorvlld, WARNING: lhh1 AlA~ Document Ia protoctud by 
u.s, Copyright l.aw and !ntcrnBtlonal iroQtloa, Unauthorized roprodu~tlon or distributllln of this AlA'~' Oocumont, or 11ny p<ntlon of It, may fDilUll In 3 
'"vcr11 civil and orlmlnpl ponolt!eo, and will bd proseculod to tho ma~lmllm extent pr,aslblo under tho litw. This document wa~ prOOuoud by AlA ~oltworoa\ 
14:2t>:4S on 0511112D11 W'ld&r Ordor N..,.llD774a536E1_1 whloh I!)Qllre~~ on 0:)11 ~12012, lind Is not lor f0$11111. 
U•or Not1111: (143277!3290) 
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'I 

Labor nnd Materialmen's Pnyment Bonds. payment for work performed outside the term ofthls bJ,)nd is not protected 
by this bond. 

(Spacu Is provided below fur udditlonul slgnatw·us nj'addcu/ pm•tfe.\', orhe~r !han thtMrJ t.7ppaarfng <m 1/w C'(Wel' pagl!.) 
CONTRACTOR AS PRINCIPAL SURETY 
Company: (Corpora/a Se~"/) Company: 

Edmund SC:!'irborough, h I 'd~l;Sure}? • 
"(_ p::,--c ...... i._, 

Signature: 
Num~: and Title: 
Address: 12402 N. Division St., Suhe 

209 
Spokane, WA 99218 

SlgnallJre: 
Name Rnd Title: 
Address: 

SURETY 
Comp1my: 

Steven A. Oo!ia, Attorney in Pncl 
944 Glenwood Stnllon Lane Suite 
104 
Charlottesville, Y A 2290 I 

Waller W. Walt~ Individual Surely 

Sign!'lture: 
Name and Title: 
Address: 

Walter W, Wolf 
7903 E. Broadway Ave. 
Spokane Valley, WA 99212 

AlA Oacum~Jnt Ai112Tu .. 1934 Parfom1anc~t Bon !f. ThcAmllrlcankmlitllleol ArellltOI:ls. All rlghLII'EIIIOtvod. WARNING: This AlA~· Doc(lmunti~ prutuoh:d by 
U.S. Copyright Law and lntomatlonal TroRthrs, Un;wthorlzod ruprmlucUon or dlslrlbllllon or tills AlA~· Docun)ont, or any portion or It, may rosult lr1 4 
$OYilrl.t clvlliJJlo:l criminal panlllllos, 1111d will bo prosocuted to tile ma~lm11m nxtent pos~;lbhr undor thu luw. This documonl waa produclld by AlA soflware at 
14:20:411 on 06/1 112(111 under Ordor No,61J77o\IJ6369_1 whi11h ellplnm or~ 0311512012, amJ Ia nql fur ru~olo. 
U11orNotea: (14327752110) 

EXHIBIT A 
Page 4 of 17 



I nit, 

I AlA Document A312'" -1984 
Payment Bond 

l.!ond No.S~Yl.INI\PI'OSII~Oil 
CONTRACTOR !Nam<. L<gal 
Statm and AddrtJss); 
Skyline Contractors, Inc. 
12402 N. Division St. 
Suite 209 
Spokane, WA 99218 
OWNER (Name, Le11al Stat11s 
and Address): 
City of Clarkston 
829 5th St., Clarkston, W A 
9940) 

CONSTRUCTION CONTRACT 
Dale: Aprll28, 2011 
Amount:$ 754,543,09 

SURE11ES (Name, Leg(~/ Statu.\· mul Print'/ put 
fla,•c q/' Busin«.~:,'): 
l~dnmnd SenrburtlUIJh & Wuhur W, W111r, lndlvld~•nl Sorullu~ 
<)4<\ Olcnwuod Sl~licm l.un~· 711113 1!. llnm~ohvay 
SuiLc 104 Srmknn~ Vullo:y, WA 99.21:! 

Churln!hl5VIIti!, VI\ :!JIJOI 

Oescl'lptlon (NCime and l...ocalion}: 
City of Clarkston Public Safety Building Improvements 
at 826, 830, 832, 5111 Street, Clarkston, WA 
Includes: Base Bid, Bid Item II!, Bid Item 112, Bid Item /JJ, Sid Item f/5 
aOND 
Date (Not earfier than Consll'll(.'fiotl ('ontrat'l Dull!); May II, 2011 
Amount: $ 754,543,09 
Modifications to this Bond: c:::J None [K::J See Section 16 

CO~TRACTOR AS PRINCIPAL 
Company: (Corpora/(! &~a/) 

SURETY 
Company: 
Edmund Scarborou 
Surety 

h Jndlvldu~, 

( -r::•{'k:...-
Signature: Signature: 
Name and Name and 
Title: Title: 
(Any addirhmal signatwl!s ~1ppt!ar on rJw fast ptlg~) 

(FOR INFORMATION ONLY~ Name, Add/'11.\'j' and TehyJiwnu) 

Steven A. Gol!n, 
Atlorney in Pact 

AGENT or BROK!OR: OWN !OR'S REOPRESENTATIVE 

Walter Wolf 
Wolf·Majoskey·Rapp, Inc, 

7QOJ E. Broadway Ave, 
Spokane Valley, WA 99212 

(Row deleted) 

(AI·ch((ed, f:n}.!inwr or oth~:1· ear(J•); 
Jerry Brotnov 
Brotnov Architecture & PlnnninB 
724 1/~ 6tl' Street, Clarkston, WA 99403 

ADDITIONS ANO DEJ.ETIONS1 
The author of this docurnanl hP& 
Pdded Information neec;led for Its 
complaUon. The author may also 
have revised tha text oflhll" original 
AlA standard form. An Addflions and 
Dele/Ions /"lepott thai notes added 
Information as well as revisions to the 
standard form text Is available from 
the author and should be reviewed. A 
vertical line In the toft maroln of this 
document Indicates where the author 
has added necessary Information 
and where the author ha11- added to or 
deleted from the original AlA text. 

Thi.s document has knportantlegal 
consequences. Consultation with an 
attorney Is encounged wllh respect 
10 Its complellon or modltlcatlon. 

Any singular reference to contract, 
Surety, Owner or other party shalt be 
considered plural where appl!cable. 

AlA Document A312"' .. 19114 P11ymon1 aond. ihfl' Amorlc~~n lnsmute ol/vl)hllccts. All rlghta reaorvod. WARNING: lhl3 J.J,..~.· Oocumont lu prot~ctocl by 
U,S. Copyrlgt11 law lind lutomallonal Treat lea. Ummthorlzocl roprothi~Lion or dlatrlbutlon of this AlA"" nollUOJont, or nny portion or It, may roliUit In 
sO>voro civil and llrimlnal ponaltlou, 1111d will bo pro-.ecp\ed to tho cna~lmum ~td~nt poulblo lllldcr tho law, Thi& document waa prcx!uced by AlA 5otlwore ot 
14:15:35 on 0~111201 1 undef Order No,6Q774115369_1 which CKpiro& on 0311 li/2012, nne! I$ nPl fllt nu;aln. 
Uaor Nolet: {1<\BOB00345) 
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§ 11'he Contractor and the S\lrety, jointly and severally bind themselves, their heirs, executors, administrators, 
successors and ossigns to the Owner to pay for labor, materinls and equipment tUn1ished for use In tbe performance ol' 
the Construction Contract, which Is incorporated herein by reference. 

§ 2 With respect to the Owner, this obligation shn\1 be null and void if the Contractor: 
§ 2.1 Promplly makes payrnel1t, directly m indirect\y, for all sums due Claimants, and 

§ 2.2 Defends, indemnifies and holds harmles!lthe Owner fi'om claims, demlinds, \lens or suits by any person or entity 
whose claim, demand, lien or suit 1s for the payment for labor, materiEl Is or equipment furnished for usc in the 
performance of the Construction Contmct, provided the Owner has promptly notified the Contractor and the Surety (at 
the address described in Section 12) of any claims, demands, liens or suits and telldered defense of such claims, 
demands, liens or suits to the Contr~ctor and the Surety, and provided there Is no Owner Defn\lit. 

§ 3 With respect to Claimants, this obligation shall be null and v~o1id if the Contractor promptly makes puymont, 
directly or indirectly, for all sums due, 

§ 4 The Surety shall have no obligation to Claimants under this Bond until: 
§ 4,1 Claimants who are employed by or have a direct contract with the Contractor have given notice to the Surety (at 
the address described In Section 12) and :;;cnt a copy, or notice thereof, to the Owner, stating thflt a claim is being made 
under this Bond and, with substanliai accuracy, the amount of th~ claim. 

§ 4.2 ClalmEmts who do not have a direct contract with the Co11tractor: 
.1 Have furnished written oot!ce to the Contractor and sent a Cl1py, or notice thereof, to the Owner, within 

90 days after having last performed labor or last fum!shcd mBterial!l or equipment Included In the cl"im 
stating, with suh~tuntial nccuracy, ihc amount of the claim und the nume oft he party to whom the 
materials were furnh;hed or supplied or for whom the labor was done or performed; and 

.2 Have either rccoivcd a rejection In whole or in part from Lhc Contractor, or not received within 30 days 
of furnishing the above notice any communlcution from the Contractor by which the Contractor has 
indicated the claim wll! be paid directly Qr indlrcctlyi and 

,3 Not having been paid w1'thin the above 30 days, lmve sent a wri1ten notice to the Surety (at the address 
described in Section 12) and sont a copy1 or notice thereof, to the Owner, stating that a clairn is being 
made under this Bond and ~'f1c\osing a CClflY of the previous writ len notice furnishe!d to lhe Contractor. 

§ 51 fa notice required by Section 41s given by the Owner to the Contractor or to the Surety, that is sufficient 
compllunce. 

§ 6 When the Claimant has satisfied the conditions of Se!::tion 4, the S\lrety shall prmnptly nnd at the Surety's cxpunse 
take the following actions: 
§ 6.1 Send an answer to the Claimant, with a copy to the Owner, within 45 dnys after receipt of the claim, stating the 
amounts that are undisputed and the basis tOr challenging any amounts that are disputed. 

§ 6.2 Pay or arrange for payment of any undisputed amounts. 

§ 7 The Surety's total obltga11on shall not exceed the amount of this Bond, and the amount of this Bond shall be 
credited for any payments made ln good faith by the Surety. 

§ 6 Amounts owed by the Owner ICJ th~ Contractor under the Construction Contract shall be used forth~ performance 
of the Construction Contract and to satisfy claims, if any, under any Construction Performance Bond, By the 
Contraclor fumishlng and the Owner accepting this Bond, thoy agree thrtt all funds eamed by the Contractor In the 
performance of the Construction Contmct arc dedicated to satisfY obli!J~tions ot' the Contractor nnd the Surety under 
this Bond. subject to the Owner's priority to use the Funds for the complelion of'! he work. 

§ 9 The Surety shall not be liable to the Owner, Clnimants or others for oblig,ations of the Contractor that are unrdatcd 
to the Construction Contract. The Owner shnl\ not be liable fot· pnyment of' any costs or expenses of any Claimant 
under this Bond, and shall have under this Bond no obligations tllmake payments to, give notices on behalf of, or 
otherwise have obligations to Claimants under thls Bond. 

AlA Document A312'" -1984 Poymont Bond. Thll Amerloanlnslit~ta ol ArohHoi!J&, All rlghlll rtnsrvad, WARNING: This f'JA ... ooovm~nt Is protoutod llY 
U.S. Copyright Lilw 1111d /ntornatlonRITruptloa, Unaut11orlzed ruprlld~cUon or dlstrtbuUon or till$ AlA~· Oocumont, or nny portion of II, may rnult In 2 
sev~rs civil and criminal ponilltlos, ;~nd wHI bo prooeoLltod to the mu~lmt~m e~lotll po11slblo under lho l;aw. This documont wnn produced bY AlA sottwara a\ 
14:15;35 on 051111201\ undiH Order No.BB7741l5369_1 which C)!Jlfret~ on ~3/15/2012, Mtlls not fer ro:;ul!l, 
UturNotelll (146080~345) 
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§ 10 Section not used. 

§ 11 No suit or action shall be commenced by a Clahnant under this Bo1td other I han in a court of competent 
jurisdiction in the location in which I he work or part ofthework is located or after thQ expiration of one year from the 
date (I) on which the Claimant gavt: the notice required by Section 4. I or Section4.2.3, or (2) on which the last labor 
or service was perfo1·med by anyone or the last tnaterials or equipment were furnished by anyone under the 
C~nstructlon C'ontrnct, whichever of( 1) or (2) first occurs, If the provisions oflhis Paragraph are void or prohibited 
by law, the minimum pedod ofllmitation available to suretles !IS a defense in tho jurisdiction of the l)uit shall be 
applicable. 

§ 12 Notice to the Surety, the Owner or the Contractor shall be mailed or delivered to the address shown on the 
signature page. Actual receipt or notice by Surety, the Owner or the Contractor, however accomplished, shnl! be 
sufftclent cornplhmce as of the date received at the address shown on the signHture page, 

§ 13 Section not Used. 

§ 14 Upon request by any person or entity appearing to be a potential benenciary of this Bond, the ContrRctor shall 
promptly furnish a copy ofthis Bond or shall permit a copy to be made. 

§ 15 DEFINITIONS 
§ 15.1 Claimant: An individual or entity having a direct contract with the Contractor or with u subcontractor oF the 
Contmctor to furnish labor. materials or equipment for use in the perfOrmance ofthe ('on tract. The intent ofthis Bond 
shall be to include without limitation In the temls 11 \abor, materials or equipment" that part of water, gas, power, llght. 
heat, oil, gasolin~, telephone service or rental equipment used in the Construction Contract, architectural and 
engineering services required for performance oft he work of the Contractor and lhe Contractor's subcontractors, and 
all other items for which a mechat1ic's lien mny be asserted in the jurisdictl'on where the labor, mnterial!l or equipmenl 
were furnished, 

§ 15.2 Con:~truction Contracl: The agreement betwee11 the Owner and the Contracl~ll' identified on the signature page, 
including ull Contract Documents and changes thcret~l. 

§ 15.3 Owner Default: Failure of the Owner, which has neither been remedied nor walved, to pay the) Contractor a~ 
requhd by the Construction Contr<!Ol or to perform and complete or comply wilh the other terrns thereof. 

§ 16 MODIFICATIONS TO THIS BOND ARE AS FOLLOWS: 

1l1e fee for this bond is fully earned upon receipt of this instrument by Principalund Obligee. A 11Consent ofSurety 11 

is required for release of all Progress Payments including retainngc. The surety reserves the right to implement Funds 
Control at its sole discretion, and the Obligee(s) arc bound by this condition. This Bond is a guarantee, it is not nr' 

Insurance policy. Seek qualified and llcen!icd h'suranee companies tOr all Workers Compensation and General 
Liability exposures, Nothing in this perror1nancc bond shall be deemed to include coverage for or assurance of 
paymellt of delay damages, whethel' liquidated or actual, or any other form of consequential damages. Such damages 
are specifically excluded ftom the scope ofthls performance bond. 
Void without attached lRRBVOCABLE TRUST RECEIPT. The Owner agrees that the exclusive source ol'flmds to 
pay any available claim under the terms of this bond ls the assets represented by the attached lrrevocahle Tru:;t 
Receipt. This bond is valid only for one year from the date indicated on its face. Any renewal or extension orthat term 
wiU be at the sole discretion oft he surety upon request of the obligee and subject to payment or additional fees. For 
Labor and Materialmen's Payment Bonds, payment for work pertbrmed outside the term Qfthls bond ls not protected 
by this bottd. 

A( A Document i\312""- 1984 Paymun\ f:lond. Tho Amaric~n lnsti1U1o ul Arehllocts. All rlghlt retorvod. WAR NINO: T11ls AlA~· Documon\ h protoohtd by 
U.S, Oopyrlght Law ~rullntornatlonpl Troath1$. Unaulhodrud roprod~ctlon or (llstrlb!lllon of lhl& AlA'" Documont, or any porllon ol (\, m~y Hlllllll In 3 
tllll'ere cl~ll 11-tlQ o;;rlmlnat ponaltlo~, anti will bo pro~Ot;.uled to the maxi•YHlm e~etunl po~~lble under the liiW, Thle. dm:umo11\ wos pro(fullod b~ AlA f!Oitwaro ot 
14:15.'35 on 0611112011 Undor Order No.6U774!1~3fJil_ 1 which lli'.Pifllij on 03/1512012, and Ia not for ruaBio, 
U$or NQtu•: (141lOB00345) 
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I nit. 

(.~pace is providud brJiowfiw addit(onal signaf/1/'IJ.\' q{added purtiu.v, other than those app11a!'in& on the C'liVI!I' p(.lgct.) 
CONTRACTOR AS PRINCIPAL SURETY 
Company: (Clwpm·aw Seal) Company: ~ 

Edmund Scarborough. lnd~' i ~r~IJ'. ' 
,-z11. )'L. 

Signature: 
Name and Title: 

Address: 12402 N. Division St., Suite 
209 
Spokane, W A 9?218 

Signature: 
Name rmd Title: 

Address: 

SURETY 
Compnny: 

'--

Steven A. Golia, Attorney in 
Fact 
944 Glenwood Station Lnne 
Suite 104 
Ch~rlottesville, VA 2290 I 

Waller W. Wolf, Individual Surety 

Signature: 
Na111e and Title: 
Address~ 

Walter W. Wolf 
7903 E. Broadway Ave. 
Spokane Valley, WA 99212 

AlA Occumunt A312"1 ~ 11164 PaymOr'lt Band, lhc ArnerlciH\ lnstltutu or Archlluc,:\11, All rlghl$ rot-orvod. WARNING: This AlA"' Documant Is proto clod IJY 
U.5, Copyri(Jht l,.aw nnd lntornallonal TreaUo$, Unnulllorl~od ropmductlon or dlatrlbutlon ol thl11 AlA'' DOtt.lnumt, or any por11on of II, may r~BUIIIn 4 
~uvoro clvll Md criminal ponalllou, anti will b11 pros!lc:uto(lto tho maxltnum ll'~l011t poaBihlo untlll"r thn law. This document wall produeod by AlA ~nttwalnnt 
14·1 5:35 on !)6/111;!011 vndot Ordor No.oa77486"J89~ 1 which lflqllrea on 0~/1612012, and I~ not for rasaln. 
Uur Notoei (1480600345) 
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AFFIDAVIT OF INDIVIDUAL SURETY 
SCARBOROUGH BOND & GUARANTEE PROGRAM 

t, the undersigned being duly sworn, depose and say that I am one of the sureties to the attached bond, that 1 am a citizen of the 
United Stales (or a permanent resident of the place where the contract and bond are executed), and of full age and legally 
competent; that I am not a partner Is any business of the principal on the Bonds on which 1 appear as surety, that the Information 
herein below furnished Is true and complete to the best of my knowledge. The affidavit Is made to Induce City of Clarkston to 
accept me as surety to the attached bond. 

1. Name of Individual Surety 
Edmund Scarborough, Individual Surety 

3. Business Address (No., Street City, State, Zip Code) 
944 Glenwood Stall on Lane, Suite 104, 

Charlottesville, VA 22901 

2. Address: 
944 Glenwood Station Lane, Suite 104, 

Charlottesville, VA 22901 

4. Telephone Numbers: 
(434) 974-9777 (Office) 
(434) 974-5610 (Fax) 

5. IRREVOCABLE TRUST RECEIPT OF $754,543.09 from Wells Fargo Bank Northwest, N.A. 
Receipt Number: SKYLINEPP05112011 

6. SlGN~L,;__ 
Steven A Golla. Attorney In Fact 

Walter W. Wolf, Individual surety 

7. CONTRACTOR: Skyline Contractors, Inc. 
BOND: SKYLINEPP05112011 
BOND NAME: City of Clarkston 

PROJECT: City of Clarkston Public Safety BUilding 
Improvements at 826, 830, 832, 5th Street, Clarkston, WA 
Includes: Base aid, Bid ltem #1, Bid Item #2, Bid Item #3, 
Bid Item #5 

CONDITIONS ON THE BID BOND and/or PAYMENT & PERFORMANCE BOND and/or MAINTENANCE BOND: 

The fee for this bond is fully earned upon receipt of this instrument by Principal and Obligee. A "Consent of 
Surety" Is required for release of all Progress Payments Including retainage. The surety reserves the right to 
implement Funds Control at its sole discretion, and the Obligee(s) are bound by this condition. This Bond Is a 
guarantee, it Is not an insurance policy. Seek qualified and licensed Insurance companies for all Workers 
Compensation and General Liability eKposures. Nothing In this performance bond shall be deemed to include 
coverage for or assurance of payment of delay damages, whether liquidated or actual, or any other form of 
consequential damages. Such damages are specifically eKcluded from the scope of this performance bond. 
Void without attached IRREVOCABLE TRUST RECEIPT. The Owner agrees that the exclusive source of 
funds to pay any available claim under the terms of this bond is the assets represented by the attached 
Irrevocable Trust Receipt. This bond Is valid only for one year from the date indicated on its face. Any 
renewal or extension of that term will be at the sole discretion ofthe surety upon request of the obligee and 
subject to payment of additional fees. For Labor and Materialmen's Payment Bonds, payment for work 
performed outside the term of this bond Is not protected by this bond. 

DATE OATH ADMINISTERED 
May/1112011 

Month Day Ye.~ 

1/ "--. j' 
SIGNATURE: ~~~>!YV. ~ o 

'fj 

CITY: 
Cherry Hill 

STATE: 
New Jersey 

Subscribed & Sworn to before me 
NOTARY PUBLIC 

RYAN K. DALY 
,.;')TMYPIJBUCOFIEW.ES~:Y 
•.' "'"'"•l;;;i.?!) Explre$8115/201) 
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INSTRUCTIONS 

1. This form shall be used whenever sureties on hands to execute In connection with Government contracts are IndiVIdual 
sureties, as provided in governing regulations (see 41CFR t-10.203, 1-16.801, 101-45.3). There shell be no deviation from 
this form except as so authorized (see 41 CFR 1-1.009, 1 01-1.11 0). 

2. A corporation, partnership, or other business association or firm, as such, will not be accepted as a surety, nor will a partner 
be accepted as a surety for co"partners or for a firm of which he is a member. Stockholders of a corporation principal may 
be accepted, as sureties provided their qualifications as such are Independent of their qualifications as such are 
independent of their stockholdlngs therein. in arriving at the net worth figure In Item 7 on the face of this affidavit an 
individual surety will not Include any financial Interest he may have in the assets of the principal on the bond, which this 
affidavit supports. 

3, An individual surety shall be a citizen of the United States, except that If the contract and bond are executed in any foreign 
country, the Commonwealth of Puerto Rico, the Virgin Islands, the Canal Zone, Guam or any other territory or possession of 
the United States, such surety need only be a permanent resident of the place of execution of the contract and bond. 

4. The Individual surety shalt show net worth In a sum not less than the penalty of the bond by supplying the information 
required on the Notary Public or some other officer havlrg authorily to administer oaths generally. If the officer has an 
official seal, It shall be affixed; otherwise the proper certification as to his official character shall be furnished. 

All claims will be handled thru the offices of The IBCS Group, Inc., the risk management company for Edmund Scarborough, 
Individual Surety. In order to expedite any and all settlements and claims, please follow the steps below. 

1) Contact TheiBCS Group Inc. lrnrnediately for any suspected claims at (434) 974-9777 on the bonded project. 
2) E-Mail, fax or mall any and ali documents pertaining to said claim to: IBCS Group, Inc., 944 Glenwood Station Lane, 
Suite 104, Charlotlesvllie, VA 22901 and/or 
3) Jones Day LLP, 555 California Street Suite 2600, San Francisco, CA. 94104, to the attention of: 
David Buoncristlanl {fax) (415) 875-5700 
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POWER OF ATTORNEY FOR EDMUND SCARBOROUGH 
944 Glenwood Stallon Lano Su\te 104 Ch11rlottcsvi11o, VA 22901 

www.ibc:>.~om 

1. ( ,, ElllO 

KNOW ALL MEN ay THESE PRESENTS lhot, EDMUND SCARBOROUGH, Individual Surety ("Principal"), hereby m11kcs., 
constitutes and appoint11: 

STEVEN A. GOLIA 
to be Prim:ipal'$ true and lawfulattomey-ln-fact ("Aitorncy-in-Fnct"), for him and in hia name, pine~ and stead to deliver and aoknowledgo, for 
nnd on behalf ofPrlnc1pal, bonds, undertakings and contracts of suretyship giving and granting unto :~aid Altorncy-ln•Fact full power nnd 
llt.uhorlty to do and to perform every act n~essnry, requisite or proptr to be done in connection therewith ns Principal could do, nnd all of the nets 
of said Attomcy.in·Fact, pursuant to these presents, ore hereby radfi~d nnd confirmed. 

ThElt the signature; of tho Atlorncy-in·Fnct, either original or f11caimilc, affixed to any such document relating to thQ purpllsc or this 
Power of Attorney as IHithorizcd herein shall be valid and binding upon the Principal with ro~peot to any bond, undertaking or contract of 
suretyship to which it is nttachcd. 

The undersigned hereby ratifies nnd confirmse.11 tl1ill s~idAUomey-in-Fact shall lawfully do or cause to be done by virtue hereof. 

IN WITNESS WHERE F,the undersigned has executed this Limited Power of Attorney os ofthlsc£iday of~, 2010. 

Sy: 

Steven A. Golla 

STATE OF VIRGINIA 
COUNTY OF ALBEMARLE 

Be it Known, That on the si!J.dny of , 2{ 10, bct'oro m&o/: f)ou /trJftik_NotaJy Public in and for the Stme of 
Virginia, duly oommisllioned and !IWCrn, appeared who executed thrwi'thin Power of Attorney. nnd he/she 
naknowlcdgcd the within Power of Allorney to by uct untl deed. 

SWORN TO AND SUBSCRIBED bdorc me thiN~/ tJay or~L. 2010. 

('; ' 

Lt L·il. 
SIGNATURE 0 ·NOT~ 
Printed NPmc' ..Ltw'1111.'J.:;.-.:)Ql;LL!j'IJ.C'JL-

/._,/ Pmonolly Known ___ _ Produce~ ldentificoti\)n ~-----~ 

Type of ldcntlficlllion l1rodoced: ~-------------- ItA 
~ 

r.IOULE'IAm'l _,_ 
CtctbUA ... lof~ 

... ~~~110)11 
-lll!l/01773 

''NOTICE: This document Is uutomaticnlly VOl DED if ~here aro nny crusurcs, croB!lwout~ or correction!-! of uny 
kind." 
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Edmund Scarborough, Individual Surety 

Dedicated Asset Calculation for Bond No. SKYLINEPP05112011 

Based on the most c\.Jrrent Information available from the U.S. Department of Energy, the estimated 

value of the a!>set dedicated In connection with this spedflc surety bond Is; $8291997.40 

The Trustee has provided I he attached lrrevo~able Trust Receipt as evidence of the dedicated BS5et held In trusl for the benefit of 
obllgoes on this bond. See the mached Instrument Issued by Well~ Fare a Bank Northwest N.A, for further details. 

Principal Skyl!no Co11tracton, Inc, 

City pf Clarkston Public Safety Bulldlnl lmprovemantli 

Calculation Date 

Required Guarantell Amount I$ 

1,) Required suanmtee amount plus 10% I$ 

$ 

3.) NCJl Tons Required ; 

4.) GrO$STons Required {Net Tom, )I Two) 

5.) Flnl$hing bpensc {N1,1mb~:~r of Gro~s Tons, 11 $4.38) 

6,) Addllional Net Ton~ to Ofhe~ Proce$slna Costs 

7 ,) Add\Uonal GrO$$ Tons 'o Defray Processln& Costs 

8,) Tolo:tl Tonnage of Coal to be Referer111ed In ITR 

S/11/:ZO!l 

754,543.09! 

az9,997.40 I 

1a.as I 

10,5.26.28) 

2t,OS.2.S7! 

9Z,2.l0.},41 

1,169.44! 

2.336.88) 

23,391.44! 

9.) TOtCIIValuc of Procc,sed Co~llncludcd In Total Tonn1ge lc$,_ ____ 9~2~2~,2~0~7~.6""41 

Methodq!ogy• 

·Step 1.1 Required bond gu~rantee nmount, plus ten percent additional lor benefit of obligee, {IIC!qtJitcd GtJarantee Amount x 
1.1) 

·Step 2,) "Current Coal Spot Price" 1~ b;~$ecl on Information published by the Federal Energvlnformatlon Admlnls\ratloll on their 
web ~lte; htllllf)www.elll.doe,gov/cneaf/co qllgage/coa lm:wUC.!J!lll'l'la r .html 

•Step 3,) Ton~ of proca~$ed co~l nl!cdecl to meet lJ.O% of oblleatlon, {Stup l/ Step 2) 

•Step 4.) Tot<tltons ol unprocessed coal needed to maku net ton5 of processed coal, (Step .'1 x two), Two or le$S8ross tons are 
required to produce one net ton, 

·Step 5.) Cost of procelslng coDI1o get tonnaee In Step 3, (Step 4 M $~.38) 

-51cy 6.) Atlditlonal net tons to olhet precessing co~ts, (Step 5 I Step 1) 

-Step'?.) Addll!onalgro~s lOil5 to delrav proccs5lngco~ts, {Step6 M two). Two or los;gros~ ton~ are re<111lrcd to produce one net 
ton. 

·Step B.) Tot~ I tonna11e of co~lto be referenced In the !TR, (Step 4 +Sf up 7l 

·Step 9.) Total value of processud coal Included Jn ~otal tonnaga, ((5/rp.'l t SUJp 6}, lC Stup2) 
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Writers Direc;t Number: 
(801) 246-5828 

Wells Fargo Dank Northwe§t, N.A. . 
Corpotflte Trust Lease Group 

E-Mail: lonathan.r.warner@wellsfargo.com 

VIA Fed Ex 

Attn: Ryan Daly 
IBCS 
1814 Marlton Pike East (Rte 70) 
Cherry Hill, NJ 08003 

May 27,2011 

RE: ITR SKYLINEPP05112011 

Ryan: 

Enclosed please find executed signed ITR referenced above. 

Enclosures 

Wi!ll; FMgo llonk NorThw~~~. N.l\, 

nathan Wamer 
Relationship Specialist 

MAC Ul228·120 
299 South Main Street, 12th Floor 
Salt L11ke City, UT 84111 

Tel: 801246 5630 
Fa~: 801246 5053 
www.wellsfargocorptrust.com 

Corr-45392 

To9'~ther we'll9'o far 
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fRREVOCAllLE TRUST RECEIPT NO. SKYLINEPP05112011 

JRREVOCABLE TRUST RECEIPT No. SKYLINEPP051120ll, dated as of May 11, 2011 
(this "ITR"), of Wells Fargo Bank Northwest, N.A.("Indenture Tru~tee"). 

WITNESSETH: 

WHEREAS, the Trust Indenture and Security Agreement (Surety Bond Trust No, 1), dated as of 
October 29, 2008 (the "Indenture"), between Edmund C. Scarborough, an individual ("Owner''), 
and Indenture Trustee, provides for the execution and delivery of Irrevocable Trust Receipts, 
including this Irrevocable Trust Receipt (this "!TR"). 

WHEREAS, the Indenture relates to the property described in Schedule A hereto and made a part 
hereof, which property is a portion ofthe Trust Indenture Estate (as defined in the Indenture). 

NOW, THEREFORE, THIS ITR WITNESSETH that, in consideration of the premises and other 
good and valuable consideration, the receipt of which is hereby acknowledged, and in order to 
secure the payment by Owner of all amounts payable to or for the benefit ofthe Beneficiary 
specified on Schedule A hereto ("Beneficjru:y") under the Bond specified on Schedule A hereto 
(the "Bond") outstanding from time to time, and to secure the performance by Owner of its 
obligations under the Bond (collectively, such amounts and obligations, the "Obligations"), 
Indenture Trustee hereby, for the benefit and security of Beneficiary respecting the Obligations, 
confirms that it holds for Beneficiary and its successors and assigns, a first priority security 
interest in and mortgage and charge on, all of Owner's estate, right, title and interest in and to the 
following described property, whether now owned or hereafter acquired (other than Excepted 
Property (as defined in the Indenture): 

all of the property described on Schedule A hereto; 

all substitutions, renewals or replacements of the property described on Schedule 
A hereto whether the same are now owned or hereafter acquired by Owner; and 

all property insurance proceeds related thereto. This ITR is governed by the Jaws 
of the State of Utah. 

AND, FURTHER, Indenture Trustee hereby acknowledges that all Property referred to in this 
ITR is subject to the security interest, and the terms and conditions, of the Indenture. A copy of 
the Indenture has been given to Beneficiary, 

US..,ACTIVE·10063!1672.1 
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IN WITNESS WHEREOF, Indenture Trustee has caused this ITR to be duly executed on the day 
and year first ab ave written. 

Wells Fargo Bank Northwest, N.A., as 

:::enwe Trustee A D 
Name: Alan o. Ooty 
Title: Assistant Vica President 

Address for notices: 

MACX: U 1228-120 
299 South Main Street, 12th Floor 
Salt Lake City, UT 84111 
Telecopy No.; (801) 246-5053 

-2-
US_ACTIVE·1~836812, 1 
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SCHEDULE A 
to 

Irrevocable Trust Receipt No. SKYLINEPP05112011 

DESCRIPTION OF PROPERTY 

Description Quantity Location 

surface, previously mined, 23,391.44 gross tons that certain 115.4 acre tract in 
coal Nicholas County, West 

Virginia, owned by Owner 

Obligee/Beneficiary: Citv of Clarkston 

Obligee/Beneficiary's address for notices: 829 5th St .. Clarkston, W A 99403 

Bond: SKYLINEPP05112011 

- 3-
Us._ACTIVF.·100a36872.1 
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('~)al' News and Market http://www .ei a. doc.gov/ cncaf/ co a lip 11 ge/ coal news/ coni mar.htrnl 

I ol' I 

U.S. E<ll.'<'g)' lnli>rmation 
Admittistralion 

~ ' £nlll ·, CPa I Npws and Mnrhla 

Coat Nows and M11.rkots 

Roport Released! May 9, 2011 
Next Relea~ Date: May 16, 2011 

"Coat Nowsand Market"' Raport" summarizes spot co\31 prices by coat corrmodlty reglom (l.e., Central Appalachia (CAP), Northern/\ppalactia (NAP), 
llllnol!i Sosln (ILB), Power River Btisln (PRe), aM Unla Basin (UlB)) In tre Uritad States. The repOft includes data on everago weakly coal spot market pr 
averag" weekly coal commQdlty spot prices, monthly coal producllon, Eastern coal production treoos. and average cost of melaiii.M"g\car coal at coke plant: 
and export docks. The Nslor!cal data for coal commodity spot market prices are proprietary and not available for public releaae, 

Average weekly coal commodity &pol prlcol'l 
(dollal"l porshor1 ton) 

Previous Coal News and Markets Reports 
Contra! Northorn l111nols Basin 

Powder Uinta Basn w .. k Appalach(O Appalacllla 11,BOO Btu, Rlvor Basin 11,100 Btu, 
En dad 12,500 Btu, 13,000 Diu, 1;1,0802 

8,800 Btu, o.a so2 
1.2 S02 <3,0 802 O,B S02 

25·Mar·11 $75.20 $76.11i $47.60 $13.46 $41.00 
01·.Apf·11 $76.66 $76,16 $47.75 $13.26 $41.00 

09-.Af/r·11 $70.66 $76.15 $47.75 $12.75 .$41.00 

1ll·.Af/1·11 $76.65 $70.15 .$47.76 $12.55 $41,00 

22-Apr-11 $78,05 S76.16 $47.75 $12.50 $41.00 

29-~r-11 $78.65 $78.16 $47,75 $12,45 $41.00 

.\·, .• 06-May-11 $7!1.65 $76,15 547,76 $12.35 $41.00 

1co~l prlcon ll'l:lwn nre for 11 rvlniiVD\)'hl'ilh-fltLJoo&l $OIG~IIIIIIn onch reQII)O,fordoUvory•n 1M "prompt q~R~rlllr,' 1h& 
prumpl q\JIIr1~r IJ UJII" q\IOitclrloiQwlng lhll wrol"' q\JIIr\Or. Fur .,..mrolo,lrom JArn1ry llVOOQh Millch.lh<t 2nd Qlla~nll~ 
lhll prompt qwrlo;~r. Sla~lng onApJII;, Jto~t.IYoiiQh SopWm'oordPnlle !1\o prompl qU!Irtor. 
aourot: WithpQrmlullm, eoloc\odp!looa In Pia~~ Coal Ol.tlook, "Weakpt Prlc(l $~.¥\i(~y," 
Noto1 Thlf hislorle~~l d~lll mo Pl3pol prl~u41~ prcprlotory ~nd carMI bo rPkrCisod b~ Ell>: so a Cpal News an:! P!ico~. 

v~ew the Weekly Cool Production Report for lhl: most recent week. 
Vlew !he NYMEX Report for !he most recam weaK. 
View ttl:! Quarterly Cosl R~pM lor \t'e mast meant quarter. 
View the most reoontlusue of tl~ Amual Coal Report. 
View an orrllne summary of U.S. Cool Supply ard Demond. 
S!gn up \o aulomilllcally roeolw ~a Email. 

Cunla"t: 

Tejasvl Raghuveer 
Phono: 202 • 586 ~ a926 
Emall: Jejasvl Ragh!Nrull 
Fax: 202 • 2B7" 1944 

5/II/201111;28AM 
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Edmund Scarborough, Individual Surety 
944 Glenwood Station Lane Suite 104 

Charlottesville, VA 22901-148 0 

SURETY RIDER 

To be attached to and form a part of Bond Number SKYLINEPP0511201 I executed by 

Skyline Contractors, Inc. 

as Principal and by Edmund Scarborough, Individual SUJ'ety, as Surety in favor of the 
City of Clarkston, as Obligee and effective as of May 11, 2011. 

In consideration of the mutual agreements herein contained, the Principal and Surety 
hereby consent to the following changes: 

1. Bond Number SKYLINEPP05112011 and the Irrevocable Trust Receipt which 
sectu·ed the Bond expired on May 11, 20 12, pursuant to Section 13 of both the 
Petformance and Payment Bonds 

2. As timely claims were made on Bond Number SKYLINEPP05112011, said Bond 
and the Irrevocable Trust Receipt, which secures the above noted Bond, are 
hereby extended through May 11,2014 

3. Extension of Bond Number SKYLINEPP051120 11 does not cover potential 
claims for work performed or materials supplied after May 11, 2012 

4. Extension of Bond Number SKYLINEPP051120ll only protects claims timely 
and properly brought prior to this Rider being executed 

5. This Rider .does not support or deny the legitimacy of the various timely claims 
made against Bond Number SKYUNEPP05112011 

6. Issuance of replacement Irrevocable Tl'llst Receipt SKYLINEPP05112011-2 
terminates and replaces ITR SKYLINEPP051120ll 

Nothing hereu1 contained shall vary, alter or extend any p1·ovis!on or condition ofthis 
bond except as herein expressly stated. 

Signed, sealed & dated on March 12, 2013 

Skyline Contractors, Inc., Principal 
By: _________ _ 

Edmnnd ~9})"~)\!;oug~ ~d!vldual Surety 

By: J'J' 0(/Vv~ 
St~ven Golia, Attorney-inwfact 

EXHIBIT B 
Page 1 of 8 



)\"" 
·' ~ . ' 

- -~ . . lflif!J.""' 
. """l>,l'"' .. sv ..• 

~ 
.. 

,;, 

:ll . ,., 
~·· 

'~ ., .. 

'3~······ .. ·· 
~ . .'':.: 

r;,.'V' ·' . ' . 

EXHIBIT B 
Page 2 of8 

'. .... ~ ... 

,:·~ ..... . . , .. ' :~ ,. ..... ,.., 



Wells' Fnrgo BnnkNorthweor, N,A, Coo~'l>~.oR!GJo:~.\1. MA~:o.a2a . 

Wrltr>rs Direct Number: 
(801) 246· 7035 
E-Mail jnester@wellsfargo.com 

VIA Fed Ex 

Steven Golla 
112 West End Avenue 
Haddonfield NJ, 08033 

RE: ITR No. SKYLINEPP05112011·2 

Steven, 

Enclosec;:l please find the signed above referenced ITR. 

260 N. Charlu Lindbergh Drive 
Salt Lake City, UT 84116·2812 

Tel1 801246 6000 
Fax: 801246 7142 
wellsfargo.oom/com/oorporate·lm~t/leasiJ 

CORR45429 

March 12,2013 

Regards, 

-~~~-
Johnny Nester 
Account Associate 

Enclosures 

.,..,,Together we'll go far 

.-.~.-~-
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• 

IRREVOCABLE TRUST RECEIPT NO. SKYLINEPP05112011-2 
(Terminates and replaces ITR No. SKYLINEPP051120ll) 

IRREVOCABLE TRUST RECEIPT No. SKYLINEPP051!2011-2 dated as of 
March II, 2013 (this "!TR"), of Wells Fargo Bank Northwest, N.A. ("Indenture Trustee"). 

WITNESSETH: 

WHEREAS, the Trust Indenture and Se~urity Agreement (Surety Bond Trust No, 2), 
dated as of April 16, 2009, as amended (the "lndentur~"), between IBCS Mining Inc., Kentucky 
Division ("IBCS"), and Indenture Trustee, provides for the execution and delivery of Irrevocable 
Trust Receipts, including this Irrevocable Trust Receipt (this "liB."), 

WHEREAS, the Indenture relates to the assets described on Schedule A hereto and made 
a part hereof, which assets are a portion of the Trust Indenture Estate (as defined in the 
Indenture) 

NOW, THEREFORE, THIS ITR WITNESSETH that, in consideration of the premises 
and other good and valu~ble consideration, the receipt of which is hereby acknowledged, and in 
order to secure the payment by Edmund C. Scarborotlgh ("Surety") of all amounts payable to or 
for the benefit of the Beneficiary specified on Sc~edule A hereto ("Beneficiary") under the Bond 
specified on Schedule A herc:.to (the "Il.wld") outstanding from time to time, nnd to sacure the 
performance by Surety of its obligations under the Bond (collectively, such amounts and 
obligations, the ctObligations'~, Indenture Trustee hereby1 for the benefit and securjty of 
Beneficiary respecting the Obligations, acknowledges that pursuant to the terms of the lndenltlre, 
the Indenture Trustee is granted, for the benefit of Beneficiary and its successors and assigns, a 
security interest in all of!BCS's estate, right, title and interest in and to the following described 
assets, whether now owned or hereafter acquired (other than Excepted Properly as defined in the 
Indenture): 

the security lntet·est for the allocated assets described on Schedule A hereto; 

all substitutions, renewals or replacements ofthe allocated assets described on 
Schedule A hereto whether the same are now owned or hereafter acquired by Owner; and 

all property Insurance proceeds related thereto. 

Any moneys received or hold by Indenture Trustee with respect to the allocated 
assets described on Schedule A hereto shall be distributed by Indenture Trustee to Beneficiary as 
specified in Section 5.03 ofthe Indenture, 

This ITR is governed by the laws ofthe State of Utah. 

AND, FURTHER, Beneficiary (together with all those who may claim by, through or 
under Beneficiary) is hereby notified of the terms and conditions of the Indenture, inoludh1g 
Section 7.05 thereof, which reads as follows: 

SK.YLINEPPOSJ12011·l 

EXHIBIT B 
Page 4 of8 



' 

~. 11\\lfiJG[Y , • 
~ '!Jil\ i \. 1.1. 

Section 7.05 Limitation on Responsibility of Indentprc TlUstee. 

(a) The recitals contained herein shall be taken as the statements of 
Owner! and Indenture Trustee assumes no responsibility for their correctness. 
Indenture. Trustee makes no representation as to the value or condition of the 
Trust Indenture Estate or any part thereof, as to the title of Owner thereto or as to 
the security afforded thereby or hereby, as to the validity or genuineness of any 
securities at any time pledged or deposited with Indenture TnJStee hereunder or as 
the validity or. sufficiency ofthis Indenture or the Lien created hereunder or any 
of the Operative Documents. Indenture Trustee shall not be responsible for the 
performance or nonperformance by Owner under the Bonds. 

(b) Indenture Trustee (except in accordance with Section 6.03 or 
7.02(b) and subject to Sections 7.02(c) and 7.04) shall have no duty (!)to see to 
any insurance on the Trust Indenture Estate or to effect or maintain any such 
insurance, whether or not Owner shall be in default with l'espect thereto, (ii) to see 
to the payment or discharge of any tax, assessment or other governmental charge 
or any Lien owing with t•espect to or assessed or levied against any of the Trust 
Indenture Estate, (iii) to inspect the Trust Indenture Estate at any time or ascertain 
or Inquire as to the perfonnance or observance ofany of the covenants of Owner 
with respect to the Trust Indenture Estate1 or (v) except as set 'forth heroin, to seo 
to any fili11g or recording or see to the maintenance of any such filing or recording 
with any govemmentat agency or office. · 

The Indenture contains other disclaimers and limitations of the responsibilities of 
indenture Trustee. A copy ofthe Indenture has been given to Beneficiary. Beneficiary is 
advised to carefully review the Indenture. 

IN WITNESS WHEREOF, Indenture Trustee has caused this ITR to be duly executed on 
the day and year first above written. 

2 
SKYLINBPP051120\1~7. 

Wells Fargo Bank Northwest, N.A., as 
Indenture Trustee ;f ~ 

By: __ --'_/t'--------
Name; ------1\llarr9oflety----
Title: Azsl:llcnl¥!oo Prosldon 

Add1·ess for notices: 

MAC: Ul240-026 
260 North Charles Lindbergh Drive 
Salt Lake City, UT 84116 
TelecopyNo.; (801) 246-7142 
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SCHEDULE A 
To 

Irrevocable Trust Receipt No,SKYLINEPP05112011-2 

DESCRIPTION OF ALLOCATED ASSETS SUBJECT TO THE ITR 

Description Quantity Location 
Surface, previously mined, 29,000.14 gross tons Those certain six tt·acts of land 
coai 1 in Pike County, Kentucky, 

owned by Owner (Kentucky 
Berwind tracts 1006. 1272, 
173,540 1007 and a portion of 
certain Kentucky Berwind 
tracts described in Deed Book 
607, page 647, of the Pike 
County Clerk's office) 

Obligee/Beneficiary: City of Clarkston -

Obligee/Beneficiary's address for notices: 829 5th St., Clarkston, WA 99403 

Bond Number: SKYLINEPP05112011-2 

Contract Amount: $754,543,09 

Project: City of Clarkston Public Safety Building Improvements 

#Jl349S89_v3 

1 The described oollttteralls unprocessed wn.ste material, Including gob plies, from prior mining operations, and 
Includes coal which is commingled with coarse mnter!nl and tines, 
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Edmund Scarborough, Individual Surety 

Dedicated Asset Calculation for Bond No. SI<YLINEPP05112011-2 

Based on the most current Information available from the u.s. Department of Energy1 the estimated 
val\.le of the asset dedicated In connection with this !'ipeclflc surety bond Is: $829,997.40 

The TrUstee has provided the attached lrrevotlll:ile Trllst Receipt as evld!!nce of the dedicated 11sset held In trust for the benent of 
obligees on this bond, See the nttached Instrument !~sued by Welts Fargo Bank Northwest N.A. for further details, 

Principal Sltyllno Contractors, Inc. 

Project Name City of Clarkston Public Safety Oulldlng 1mpro11ements 

Calculation Date 

Ruqulrod Guarantee. Ampunt 

1.) Required RU;Jrantee amount plu5 10% 

2.) Current Coal Spot Price 

3.) Net Tons Required 

4.) Gro5s Tons Required (Net Tons, x Two) 

5,) Finishing Expeme {Number of Gro5s Tons, x $4.38) 

6,) Adllltlonal NetTon!i to Offsf!t PrQcess!ng CoSI:.!i 

7 .) Additional Gros-s Tons to Oaf ray Proceuln!l Costs 

B,)Total Tt~nnage of Coal to be Refer~;~nc:ed In ITR 

9,) Total Vt~lun of Processed Coallnclvded In TctPI Tannase 

jM~thadotcgy; 

$ 

$ 

$ 

$ 

$ 

I $ 

S/11/'lOlB 

7511,543,091 

az9,997.4o I 

54,96! 

12,m.os I 
25,554,11] 

11l.926.99 I 

1.723.01) 

9.446,031 

.7.9,000.14) 

941,924.39) 

j ·Step 1,) Required bond uuarantee amount, plus ten percent additional for benent of obl\ge111 (Required Guarantlle Amauntx 1,1) 

~ ·Step l.J "Current Co~ I Spot Price" I!! base'd on lnfPrmatlon published by the Federul Energy Information Administration on their 
web slta: httg://www,eia.doe.goWcneaf/coal/page/coalnew!/coalmar.btml 

; ·Step 3,J Tons of proces!ied coal needed to meet 110% of ob\lgatl1m, {Step l/ Step 2) 

i ·St«lp 4.) Total tons of unprocessed coR I needed to m11ke net tons of processed coal, (Step ..'lx two). Two or less gross tons are 
: required to produce one r11:1t ton. 

; ·StepS,) Cost of proce5slng coal to gettonnase In Step 31 (Step4 x$4.S8) 

' i -s~p 6,) Additional net tons to offset processing costs, (Step 5/ Step 2) 
I , 

I ·Step 7,) Addltlonalsross tons to defr<IY p'rocesslng co~t$1 {Step 611 two). TWo or less t~ross tons aro required to produce one net 
! ton. 

; ·Step S,)Tot~l \Onllllf.le of coill to be referenced In the ITR, (Step 4 + S~ep 7) 

\ ·Step 9,) Total valve of processed coollncludnd In total tonna11e, !{Stll'P 3 +Step 6)1 11 Step 2) 

L---·----
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3111/13 

Coal 

Coal NEM'J and Marltats- enargy!nrormallon Adninlstrallon 

U.S. Energy Information 
Administration 

Coal News and Markets 
Release Dato: March 11, 2013 I NeXt Release D3ta: March 18, 2013 

"Coal News and Markets Report11 summarizes spot coal prlces by coal commodity regions (I.e., Central klpalachla (CAP), 
Northern /lppalachla (NAP), Illinois Basin (llB), Powder Rlvar Basin (PRS), and Uinta Basin (UIB)) In the United States, The 
report Includes data on average weekly coal commodity spot prices, total monthly coal production, eastern monthly coal 
production, and average cost of metallurgical coal at coKe plants and export docks, The historical data for coal commodity spot 
market prices are proprietary and not available for public release. 

Average weekly coal commodity spot prices 

J!!9~!!!~.P.-'!!.'!,Q?.!!..to;! ntriii·-·-Norfhiim "POwd'er' ______ _ 
Appalachia Appalachia Illinois Basin River !lasin Uinta Basin 

Week 12,500 Btu, 13,000 Btu, 11,800 Stu, B,BOO Btu, 11,700 Eltu, 
Ended 1.2 502 <3,0 502 5.0 502 0.8 S02 0,8 502 

DB-February· $10.15 
13 $66,50 $62,10 $47,90 $35,86 
"i5:f'~hrua;:;·:· ........... --·----·--·-----"'";'·-·-·---------·----$1 o .25 -· ·-·------

13 $66,50 ' $62.10 $47,90 $36.8~ 
22-FebruaiY·~----·-·-.. • .. -·---------- $10.25 
13 $66,50 $62.10 $45,15 $35,85 "'""""''"'"""''""" """"""-·-·--""'""""" ____ , ________ , ____ $'1ii:25""-'"-----

$62.10 $45, 15 ·-----·-·---"$:::,:35::;, 8::::5 
$10.25 

08-March-13 $64,96 $62,10 $45,15 $35,85 
'souroa·:·wliilj,"armisston, sN'C"Eiiiergy .. -----·-.. -·----·--·--··-----·-----
Note: Coal prices shown are for a relatively hlgh·Btu coal selected In each region, for delivery In 
the "prompt quarter," The prompt quarter Is the quarter following the current quarter. For 
example, from January through March, the 2nd quarter Is the prompt quarter. Starting on Aprll1, 
July through September define the prompt quarter, The historical data ftle of spot prices Is 
PI£1'~~l~.'l.'!'l.d cannot be released by EIA; sea SNl l':nergy, ·-----

WNN,eta.g ollcool/ne'Mi_marl<f:tllll ndex.aftn 111 
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