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| ROSHKA HEYMAN & DEWULF, PLC
ATTORNEYS AT LAW
} ONE ARIZONA CENTER w13
400 EAST VAN BUREN STREET :
SUITE 800 100 JUN 12 P

| PHOENIX, ARIZONA 85004

| TELEPHONE NO 602-256-6100

| FACSIMILE 602-256-6800 June 12, 2003

VIA HAND DELIVERY

Mr. John Chel}ls JUN 12 2003
Utilities Division ' v
ARIZONA CORPORATION COMMISSION e e
1200 West Washington § R 4 !
Phoenix, Arizona 85007 SRS AN

Re:  Adjo Improvement Company’s Application for Adjustments in Its
Water and Wastewater Rates — Docket No. SW-010254-03-0350

Dear Mr. Chelus:

In response to Staff’s request to Dan Neidlinger, Ajo Improvement Company
(“AIC”) submits the following information:

1. A copy of the agreements between AIC and Phelps Dodge for
purchased water is attached hereto.

2. The ADEQ system numbers for AIC’s water and wastewater
systems are:

a. AIC Water -~ Permit No. 10-001
b. AIC Wastewater Treatment Plant — Permit No. 40-100

3. The ADEQ permit number for Phelps Dodge water treatment plant
that supplies AIC is 10-221. In addition, the Phelps Dodge wells
that provide the water have the following ADWR permits:

55-600488 (C-11-6-24 ada)
55-600590 (C-11-6-24 add)
55-600486 (C-11-6-24 aca)
Please let either Mr. Neidlinger or me know if you have any questions.
Sincerely,

N o

Michael W. Patten

MWP/djj
Enclosures




Rosuka HEvymMaN & DEWULF
Mr. John Chelus
ACC Utilities Division
June 12, 2003
Page 2

Original +13 copies of the foregoing
filed with Docket Control

cc: Ron Smith (w/enclosure)
Dan Neidlinger (w/enclosure)




ATTACHMENTS




phelps

d‘:orporatlon New Cornelia Branch, Ajo, Arizona 85321

E,

November 29, 1993

James L. Armstrong
President and Manager
Ajo Improvement Company
Post Office Drawer 9

Ajo, Arizona 85321

Dear Mr. Armstrbng‘

e i,

. This is to advise you that effective January 1, 1994 the water rate will be $1.08 per
1,000 gallons or any portion thereof. ' This mcrease conforms to the contract dated
January 1, 1984 between the Phelps Dodge Corporatlon and the Ajo Improvement
Company in article five.

Should you have any questions concerning this increase a meeting can be arranged
to discuss any issues that may arise.

Yours very truly,

2 s 2 T

Keith R. Keime
Accounting Manager

KRK:sg




WATER AGREEMENT

THIS AGREEMENT, made as of the 1st day of January, 1984,
by and between PHELPS DODGE CORPORATION, a New York corporation
(hereinafter referred to as "Phelps Dodge") and AJO IMPROVEMENT

COMPANY, an Arizona corporation (hereinafter referred to as "AIC").

WITNESSETH:

WHEREAS, Phelps Dodge has available untreated water
-at its New Cornelia Branch, Ajo, Arizona, and

WHEREAS, AIC operates a pub?ic utility in the vicinity
of Ajo, including a treatment plant th;t providés potable water
to residential and commercial customerg in the area, and

WHEREAS, AIC needs a supply of raw water to treat for
distribution to its public utility customers, and

WHEREAS, Phelps Dodge needs certain limited amounts
of treatéd water for its mining related activities,

NOW, THEREFORE, the parties enter into this Agreement
and for and in consideration of the mutual covenants, warranties,
and representations, agree as follows:

1. Phelps Dodge agrees to sell and AIC agrees to pur-
chase the full requirements of untreatedkwater of AIC, which water
will be treated by AIC at its water treatment plant.

‘ 2. Delivery of the untreatédAwater under this Agreement
‘'shall be through Phelps Dodge owned and operated non-utility

facilities to a mutually agreed upon delivery point at the AIC

treatment plant.



3. Phelps Dodge, at its expense and at the delivery
point, shall install and maintain a water meter approved by AIC
and shall furnish monthly to AIC a statement for the consumption
during the preceding month. The_meter shall be calibrated to
the satisfaction of both pérties and shall be calibrated within
a reasonable time after requeét made by either party, in accordance
with the following procedures:

(a) The calibration shall be done in the presence
of the authorized representative of each party and the
cost éhall be borne equally by both pérties.

(b) If the cal;bratioé discioses inaccufacj“ex-
ceeding 3%, proper calibraéion shall be made of the»
consumption recorded duriné the previous 30 days or
the part thereof which may be subsequent to the last
preceding calibration.

(c) 1In the event that any meter shall cease regi-
stration or that it shall be evident that inaccuracy
has existed for a shorter period than 30 days} correction
shall be made as estimated from other meters and from
other proper data. |

(d) Corrections so made shall be accepted by both
parties aé adjusting all claims arising out of such‘
inaccuracy.

4. Payment for all said water shall be made monthly

by AIC to Phelps Dodge at its general offices in Ajo, Arizona,

within 15 days from the date of receipt of the bill therefor,




which payment shall be in conformity with the following stated

rates and charges which AIC hereby agrees to'pay:

Water Rate - $.65 per 1,000 gallons or
any portion thereof

5. The charge per 1,000 gallons of usage shall be
subject to increase each calendar quarter based on Phelps Dodge
cost of electr1c1ty, depreciation, taxes, 1abor, overheads, and
ba return associated with the pumping and delivery of the water
to the AIC treatment plant.

6. In further consideration for the sale of untreated
water to AIC, Phelps Dodge shall have the first right to refusal
to 2, 000 gallons per hour up to 48 OOO:gallcns per day of treated
‘water from the AIC treatment plant. Phelps Dodge shall compensate
AIC for the'treated water under terms and conditions set forth
in Arizona Corporation Commission approved tariffs,

7. AIC agrees to provide such treated water which
is tested and treated to the standards set by the Arizona Depart-
ment of Health Services or other appropriate regulatory agency.

8. Phelps Dodge shall n0£ be liable to AIC nor to
any of AIC's consumers, nor to any other person, firm or corpora-
’ tion‘whatsoever,:for_ot on account of any ihterruption or failure
in delivery of‘water in accotdance with this Agreement, or for
er on account of any loss, injury or damage occasioned thefeby,
where such interruption or failure, either directly or indirectly,
is caused by or results from any of the following:

(a) Fire, 1lightning, flood, windstorm, Act of

God, invasion or force majeure.



(b) Compliance with any orders, rules, or regula-

tions, whether valid or invalid, bf any governmental
authority of agency.

(c) Strikes, lockouts or labor disputes.

(d) Breakdown, repair or replacement of any machin-
ery, equipment, transmission line, pipeline or other
facility. |

(e) Shortage of any fuel, supplies, material or
labor, or where such interruption or failure is directly
or indirectly due to any cause not reasonably preventable
by Phelps Dodge or not reasonably within its control.

in case such interruption or failure:;hall'be occasioned by any
cause specified under (d) or (e) above,;Phelps Dodge will endeavor
to remedy or eliminate such cause as eipeditiously as is reasonably
possible. 1In the event claims or causes of action are instituted
by third parties as a result of any interruptions or failures
as hereinabove specified, AIC shall indemnify and defend Phelps
Dodge against all liability or loss.

| 9. Phelps Dodge shall perform no public service corpo-
ration functiohs or services as a result of this Agreement, If,
at any time, the Arizona Corporation Commission, or any other
state or federal,commissibn or body having authority to regulate
the sale or distribution of water, should attempt or threaten
to exercise jurisdiction.over Phelps Dodge for the purpose of

regulating sales of water made by it, whether to AIC or any other

person, firm or corporation, or for the purpose of examining the




| books, accounts or other interna; affairs of Phelps Dodge in connec-
tion with such sales or any thereof, Phelps bodge may notify AiC
of such fédts, and this Agreement shall be deemed terminated
fifteen (15)Adays following receipt of such notice by AIC.

10. This Agreement énd shall remain in full force and
effect.for the term of one yéar from the effective date and there-
after uhtil terminated by either party hereto by giviﬁg written
noticéAof such términation to the other. Such notice must specify
the date of termination and shall be given not less than sixty
(60) days prior to such date.

| IN WITNESS WHEREOF, the partées hereto have caused these
présents to be executed as of the d%y and year first herein

written.

AJO IMPROVEMENT COMPANY

ByL//?zj zﬁwg |

PHELPS DODGE CORPORATION




WATER TREATMENT PLANT

OPERATING AGREEMENT

THIS AGREEMENT, made as of the 1lst day of January, 1984

. by and between AJO IMPROVEMENT COMPANY, an Arizona corporation,

'hereinafter referred to as "AIC" and PHELPS DODGE CORPORATION,

a New York corporation, hereinafter referred to as "Phelps Dnge".’

WITNESSETH :

WHEREAS, AIC is a public service corporation operating
) o ; DY ' : )
a water utility system in the vicinity og the Town of Ajo, Arizona,

it
"and :

WHEREAS, AIC procures, undef a separate agreement with
Phelps Dodge, ail water it provides as a public service corpora-
tion, and |

| WHEREAS, water_purchased under that Agreement mustrbe

treated to meet various health agencies requirements, and

WHEREAS, the treatment plant was designed, built and
previously owned and operated by Phelps Dodge_to provide their
potable water needs and, incidentally) to supply the water fequife—
ments of AIC, and | |

WHEREAS,'the treatment plant has subsequently been ac-
quired by AIC, and |

WHEREAS, the water treatment plant, which is contiguous

to Pnelps Dodge power house, has been operated tor a number of




years by qualified Phelps Dodge personnel who simultaneously
operate the power house, and |

‘ WHEREAS, continuing this operating condition is advan-
tageous to AIC and notvoverly burdensome on Phelps Dodge,

NOW, THEREFORE, the partles enter into this Agreement
and for and in con51deratlon of the mutual covenants, warranties
and representatlons, and agree as follows:

1. By terms of this Agreement, éhelps Dodge shall
not obtain and AIC does not surrender any ownership rights in
the treatment plant owned by AIC.

2. ’Phelps Dodge shall retain its priority\rignt to
.tne productlon output of the treatment‘plant as set forth in the
"Water Agreement“ dated January i, f984. AIC shall have sole
~ right to the remaining production of the treatment plant.

3. Phelps Dodge shal; operate AIC's treatment plant,
utilizing Phelps Dodge employees, in a manner consistent with
‘the industry standards for the operation of said plant, and con-
‘sistent with the requirements of the appropriate health agencies,
The operation shall include the rignt>to modify, remove and replace
any and all facilities within the treatment plant. Consistent
with tne above standards and requirements; the day-to-day ooeration
and maintenance of the treatment olant shall be the.responsibility
and;prerogative of Phelps Dodge, however, any maintenance or capi-
tal expenditures exceeding $1,000.00 will require the specific

approval of AIC.



4, Phelps Dodge shall bill AIC on a monthly basis,
for the following costs assoc1ated with the operatlon of the treat-

ment plant:

(a) Direct labor of Phelps Dodge power house em-

‘ployes for those hours associated with operation of the water

treatment plant.

(b) An agreed upon percentage of direct labor
costs as overheads associated with direct labor.
(¢) All direct materials and supply costs, ih-

~cluding electrical power and energy, assoc1ated w1th operatlng

the water treatment plant.

(d) An agreed upon pereentage allocatlon of Phelps

Dodge s costs common to the power’plant and treatment plant.

The charges and allocations for this bllllng shall be negotiated
each year based on the prior year's experience.

5. AIC will be responsible for taking, cemputing,
and recording the meter readings and measurements used to determine
the total water treated and that consumed by Phelps Dodge.

6. AIC shal; have'the right to review the charges
and Dillang precedure uﬁdef Paragraph 4, including the manfhours
assigned‘torthe treatment plant, allocations of commen costs,
Dillings for'services performed, and capital eXpenditures..

7. ‘anment for the treatment services performed under
Paragraph 4 shall be made monthly by AIC to Phelps Dodge at its
general offices in Ajo, Arizona, within 15 days from date of re-

ceipt of the billing therefor.



8. AIC shall be responsible for filing, maintaining,

and reporting all regulatory, heélth, tax and corporate documents
necessary for the continued operation of the treatment plant.

9. AIC agrees that‘to the extent it is capable, and
in its sole diécretion, consistent with sound utility and manage-
ment practices, it will provide the capital, or Commissign approvéd

funding mechanism, necessary to provide needed capital improve-

ments.

10. Phelps Dodge shall arrange to have AIC named as
an additional inéured on its liabiliﬁy insurénce cbverage and
shall maintain reasonable amounts of liability insuranéé*during
Ehe:;erm.nereof. Phelps Dodge Shall'i%éemnify and hold-AIC‘ha:m—
less from ény and all liability for?acts or omissions related
to‘the operation of the treatment pléhé'occurring during the term
of this contract.

| | 11. Phelps Dodge shall not be liable to AICAQOr to-
any of AIC's consumers, nor to any other person, firm or corpora-
tion whatsoever, for or on account of any interruption or faiiure
in delivery of treated water in accordance with tnis agreement,
‘or for any substandard quality water supplied, 6r for or on account
of any 1055,‘injurynor damage'occasioned thereby, where such inter-

Vruption orvfailure, either directly or indirectly, is caused by

or results from any of the following:

(a) Fire, lightning, flood, windstorm, Act of

God, invasion or force majeure.




(b) Compllance w1th any orders, rules, or regula-
tlons, whether valld or 1nva11d, or any governmental authority
or agency.

(c) Str1kes, lockouts or labor disputes.

(d) - Breakdown, repalr or replacement of any machin-
ery, equipment, transmlssion line, pipeline or other facility.
o (e) Shortage of any-fuel, supplies, material or
labor, or where_such interruption or failure is directly
or indirectly due to any cause not reasonably preventahle

byAPhelps Dodge or not reasonably within its control. |

In case ‘such interruptiOn orifailureﬁShall be occasionedxbygany
caose specified under (d) or (e) above,gphelps’podge will endeavor
_to remedy or eliminate‘Such cause as eipeditiously as ls'reasonable
possible., 1In the eﬁent claims or causes of action are instituted
by third parties as a result of the interruptions.or substandard
quality water supplied as hereinabove specified, AIC shall in-
‘demnify and defend Phelps Dodge against all liability or loss.

12. Phelps Dodge shall perform no public service corpo-
ration functions or services as a_result of this Agreement. If,
at any time, the Arizona Corporation‘Commission, or any other

state or federal comm1351on or body having authorlty to regulate
publlc utllltles, should attempt or threaten to exercise juris-
diction over Phelps Dodge ‘for the purpose of regulating the opera-
tion of'the treatment‘plant for AIC, or for thevpurpose of examin—
1ng the books, accounts or other 1nternal affalrs of Phelps Dodge

in connection w1th such treatment, Phelps Dodge may notify AIC



»

of sueh facts, and this Agreemen; shall be deemed terminated fif-
_teen (15) days followiﬁg»receipe of sueh notice by AIC.

13. This Agreemeﬁt shall remain in fuil fo:ce and effect
tor the termkof one jear from‘tﬁe effective date and thereafter
until terminated by either party hereto by gieing written notice
of such ﬁermination to-the other. Such notice must specify the
datesofvtefmination and shall'be given not‘leesvthan sixty (60)
| days prlor to such date.

IN WITNESS WHEkEOF, the partles hereto have caused this

Agreement to be executed as - of the day and year flrst wrltten

above,

):
AJO‘IMPROVEMENT COMPANY
J

'By /’?§7~9 x§5;ﬁ¢fﬁég?

PHELPS DODGE CORPORATION

Q1 Gl
X




