
Erik Bakken 
Corporate Counsel 

~ Mail Stop UE201 

UNISOURCE ENERGY SERVICES, I N C  
One South Church Avenue, Suite 200, Tucson, Arizona 85701 

Post Office Box 71 1, Tucson, Arizona 85702 

December 30,2004 

Docket Control 

1200 West Washington Street 
Phoenix, AZ 85007 

ARIZONA CORPORATION COMMISSION G-04204A-05-0002 

Telephone: 520-884-361 5 
Fax: 520-884-3601 
ebakken@ep.com 

- 
Re: Application for Approval of Sale of Certain Assets of UNS Gas, Inc.----’”. 

Dear Sir or Madam: 

On behalf of UNS Gas, Inc. (“UNSG”), a wholly-owned subsidiary of UniSource 
Energy Services, Inc., enclosed for filing with your office is UNSG’s application for 
Arizona Corporation Commission approval of the sale of certain assets (“Application”). 

1 

In addition, I have enclosed a conformed copy of the Application. Please return this 
conformed copy of the Application, stamped with the evidence of filing, in the enclosed postage- 
paid and addressed envelope. 

If you have any questions or need additional information, please call me at 
(520) 884-3615. 

mailto:ebakken@ep.com
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BEFORE THE A P  OMTI 3 0 N COMM I S S I 0 N 

MARC SPITZER 
Chairman 2005 JAN -3  P 12: 58 

WILLIAM A. MUNDELL 
Commissioner 

Commissioner 

Commissioner 

\ 

JEFF HATCH-MILLER 

MIKE GLEASON 

KRISTIN K. MAYES 
Commissioner ~ - 0 4 2 0 4 A - 0 5 - 0 ~ ~ ~  

) DOCKET NO. E- 
IN THE MATER OF THE APPLICATION OF ) 
UNS GAS, INC. FOR APPROVAL OF THE OF ) AF‘PLlCATlON FOR APPROVAL OF SALE 
THE SALE OF CERTAIN ASSETS 

1 
OF CERTAIN ASSETS 

UNS Gas, Inc. (“UNSG” or Yompany”), through undersigned counsel, and 

pursuant to A.R.S. § 40-285, requests approval of sale of specific facilities, consisting 

of an Operating Headquarters, and located a t  501 N. Sixth Street, Prescott, to the 

City of Prescott. In support of this request, UNSG states as follows: 

1. UNSG i s  a public service corporation that i s  authorized to provide, and 

is  providing, gas service in the State of Arizona. UNSG owns a metal building, 

storage shed, fenced yard and associated property in Prescott (“Prescott Building”). 

The legal description for the Prescott Building i s  attached as Exhibit A. Currently the 

operations and service employees, vehicles, and equipment are housed in the 

Prescott Building. Due to the growth of the Prescott Valley District, this location i s  

inadequate for UNSG’s current needs. 

2. The Prescott Building is, and has been, necessary and useful in UNSG’s 

performance of i t s  duties to the public. Consequently, UNSG i s  requesting approval 

of the sale of the Prescott Building pursuant to A.R.S. § 40-285.A. 
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3. The City of Prescott has entered into an agreement to purchase the 

Pre itt Building ("Sales Agreement") for $495,000 in an all-cash transaction. A 

copy of the Sales Agreement i s  attached as Exhibit B'. The City of Prescott intends 

to convert the Prescott Building into a fire station. This Sixth Street location wil l 

provide a replacement location for a fire station and administrative offices impacted 

by the road widening project at Iron Springs and Williamson Valley roads. 

4. UNSG will use the funds from the sale of the Prescott Building to 

construct a new building that wil l provide enough space to house i t s  Operations, 

Service, and Engineering personnel. The new location, east of the airport, wil l allow 

for much safer and more efficient access to the outlying service areas managed from 

this office, including Prescott, Prescott Valley, Chino, Paulden, Dewey, Humbolt, 

Mayer, and Black Canyon City. 

5. Under the terms of the Sales Agreement, UNSG will lease-back the 

Prescott Building for approximately one year while the new building i s  under 

construction. A copy of the Sales Agreement with the associated Commercial Lease 

Agreement i s  attached as Exhibit B'. Upon completion of the new building and the 

relocation of personnel from the Prescott Building, there wil l be a seamless 

transition for UNSG's customers. 

6 .  The City of Prescott and UNSG desire to close this transaction with 

Arizona Corporation Commission ("Commission") approval as soon as possible. 

Accordingly, UNSG requests that this matter be considered by the Commission on an 

expedited basis. UNSG wil l work with the Commission Staff to provide necessary 

information and assistance, as needed to expedite this proceeding. 

' Full execution i s  contingent on Commission approval. 
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WHEREFORE, for all of the foregoing reasons, UNSG respectfully requests that 

the Commission issue i t s  order approving the sale of the Prescott Building to the City 

of  Prescott. 

Original and 13 copies of the foregoing 
mailed for filing this 30th day of December 2004 with: 

BY 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Erik Bakken 
Corporate Counsel 
UniSource Energy Services 
One South Church Ave. 
Tucson, Arizona 85702 

Copy of the foregoing mailed 
this 30th day of December 2004 to: 

Marc Spitzer, Chairman 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

William A. Mundell, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Jeff Hatch-Miller, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Mike Gleason, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Kristin K. Mayes, Commissioner 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Lyn Farmer, Chief Hearing Officer 
Hearing Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Chris Kempley, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ernest Johnson, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copy of the foregoing mailed 
this 30th day of December 2004 to: 

John R. Moffitt 
City Attorney 
City of Prescott 
PO Box 2059 
Prescott, AZ 86302 
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EEXHIBZT A-1 

All that portion of the Northeast quartcr of thc Southeast quarter of Section 33, Township 
14 North, Range 2 Wed, Gilt1 and Salt Rivcr Rase and Meridian, Yiivapai Counly, 
Arizona, described us follaws: 

BEGINNING at the East quarter comeiA o r  Section 33, abovc Township and Range; 
thence South 95.3 lkct to a point on the section line; thencc North 88 dcgccs, 36 mnhutes, 
West, 9.24 feel lo an iron stake inarkjng the Norlheasl corncr of the tract, which is the 
actual P O W  OF BEGINNING;  tlicnec South 00 degrees, (19 minutes, R x t ,  125 fcct tn a 
l i d  in a tie; thence North 88 dcgrccs, 36 rninutcs, West, 214.5 feet to an iron pin, 1141 
fcet Northerly fi.0111 the center line of Shcldon Street in the City of Prescolt; thence North 
01 dcgrecs, 20 minutes, Enst, 135 iket 10 an irnn pin; thence South 88 degrees, 36 
iiiiiiulcs, East, 2 1 1.2 feet to the Northeast comer, tlic PLACE OF BEGINNING. 

AND all thst portion of the NotOiesst quarter of the Southeast qlinrler of Section 33, 
Township 14 Nodi, Range 2 West, Gila slrisi Sal1 River Basc and Mcridian, Yavapai 
Couiily, Aiizona, dcscribcd as follows: 

COMMENCING at the intersection of the Easletly linc of’ said Scction 33 with the 
centerliiic ol’thc main branch line of said Railway Company, thence South 47 degrees, 37 
mjiiutcs, 25 Rccoids, West (bearing assumed for purposcs of this  Jcscriplion) along mid 
eenlerlinc 124.34 feet; thence North 27 degrees, 3 1 minutcs, 00 scconds, West, 67.4U 
feet; thence North 1 S degrees, 25 minutes, 15 secondt, Wcst, 290.00 feet; thence 
Northerly along the arc of a curve U i d  is tangent to thc preceding course, coiicnve 
Easterly und having a radius of2281.83 feet, through a cenlml anglc or3 dcgrces, 50 
minutes, 1 3 seconds, a distancc of 15 1.47 feet to o. poipi i i i  the Westerly prolongation of 
the Southerly line ol’that ccrtain parcel of land RS described i t i  need tn Sniithcrn I Jninn 
Gas Company rccorded in Book I 97, Pages 3 1 7 U R ~  3 1 8,  Rwoi-ds of said County, last 
said poiiit being the TRTB POTNT OF BEGINNING for tlie purcel herein desci-ibecl; 
thciicc continuing Northerly along s R i d  curve hnvjng a radius nf 2261 -83 fcct, through a 
ceillrul angle o r 3  dcgrces, 13 minutes, 39 seconds, a dislance of 127,41 reel lo a point h 
the Westerly prololigation of the Northerly h ie  of sitid Gas Company‘s parccl of land; 
thence South 88 dcgrccs, 48 minutes, 00 seconds, Em! along lnst snid pmlnngntinn 35.73 
feel to a point. in thc Westcrly linc of said Gas Company’s parcel of laid; Ilience South 01 
degrees, 08 minutes, 00 seconds, West dong said Wesletly line 125.00 fecl lo a point in 
Gst said Westerly prolongation; thence Nortli R8 dcgrccs, 48 minutcs, 00 seconds, West 
along l i r s t  said prolongation 1 1-09 feet to the TRUE POTNT OF BECTNNTNG. 
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EXHTBlT A-2 

A portion of Lot 13, Lot J, Lot N, and Lo1 0 of thc 6*11 Street Subdivisiou s recorded in 
Book 28 ofMaps, pages 62-63, records ofYavapai County Recordcr and hilt portion of 
Section 3 3 .  Towiiship 14 Norl.h, Range 2 West7 of the Gila and Salt River Base and 
Meridian, Yavapi County, Arizona, dcscribed iw follows: 

COMMENCTNG a1 [ h e  West quarler corner of Section 34, township 14 North, Rmgc  2 
West, which was lb~17d u. 2 ?4 inch General Land Office Brass Cap u t  said corner, unc i  
which said eoiver bears South 00 degccs ,  1 1  minutes, 53 sccorids East, a dislance of 
1827.48 feet h m  lhe cln~ing corner of said Sections 33 aad 34, Towrifihip 14 North, 
IImigc 2 West, which was Io~znd R 2 % inch General Lalid Office Brass Cap ut said 
closing coriier; 

thence North 00 degrees, 1 L minutes, 53 sccoalls West, a distance of 28.45 Teet to the 
TRUE POINT or; BEGINNTNG; 

thence South 89 degrees, 56 minules, 07 seconds East, a distalice of 53.55 feel; 

thence North 00 dcgl’ccs, 14 rninulcs, 36 seconds East, u disluncc of 12.00 feet; 

thciice So~t th  89 dcgrces, 56 minutcs, 07 secoiids Bast, a distance of 182.97 feet to a oint 

Strcel Subdivision as recorded in Book 28 of Maps, pages 62-63, rccotds of thc Yavapai 
County Recorder; 

011 the Nurihwasiarly right-of-way line of EZ Street as dcclicated on thc plat of the G d? 

thence Southwcstcrly along the Noi-lhwesterly right-o I-way line of E2 Street, along a 
lion-tangent curve to the right with B radius O F  195.00 feet, an a x  length ofY6.85 feet. a 
central angle of 28 degrees, 27 minutes, 25 seconds, und a chord bearing of Soulh 36 
degrees, 23 minutes, 58 sccoiids West with a chord distance 01’95.86 feet; 

lllence South 50 degrees, 37 minutcs, 41 secoiids Wcsi, a distance of 47.14 feet along thc 
Northwesterly right-ol‘-way line of EZ Streel; 

thence Southwesterly along 1hc Northwestctly right-of-way linc oTE% Strcct, along u 
tangcnt cuwe io the left with a radius of 300.00 feet, an arc lcrigth of 40.64 fc‘cet, a central 
angle of 07 degrees, 45 mhutees, 41 seconds, and a chord bearing South 4 G  dcgrccs, 44 
minutes, 5 I scconds W eat with a chord distance of 40.61 feet; 

thence South 89 dcgrees, 41 rninutw, 56 seconds West, R distmcc of 1 13.26 Icct to a 
point on the Section linc belween Sections 33 m d  34; 

thonce Swth 87 dcgccs, 41 minutes, 56 sccoiids West, a distance of 36.49 reel; 

thence N o d i  00 degrees, 11 minutes, 5.7 seconds West, a distancc 01 123.98 feet: 
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thence South 85) degrees, Sh mIiiutes, 07 seconds East, a distance of 36.50 feet to the 
" W E  POINT OF BECTNNING, 

EXCEPT d l  oil, gw and alher miiimals as rescrved in instmmeut recorded in Book 986 
ofofficial Records, pages 281-286 and in Book 2101 oCOf3icinl Rccol-ds, page 116. 

TOGETI-IER with that cerlain eusemclll ~q creatcd in Book 2394 of Official Records, 
pages 7 5 0-7 5 6. inclusivc. 
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'LHlS AGREEMENT, dated November ,2004, by and between U N S  Gas, Inc., an 
Ari7~1na Corporation, (hereinafter referred to as the "Seller", with its principal place af business 
located at PO Box 71 1, FM 100, Tucson, Arizona, 85702. and the CITY OF PRESCQTT, an 
Arizona municipatily (hereinafter r e f m d  to as "Buyer"). 

IN CONSIDERATION OF THE C O V " T S  CONTAMFT), and for other 
good and valuable consideration, the reccipt and gufficiency ofwhich is hereby acknowledged by 
each parry to the other, it is hereby agreed as follows: 

I .  Seller agees to sell and convey to the Buyer, and Buyer agrecs to purchase from 
Seller, the property and all buildings and appultenances located at 501 North S i x t h  Street, 
Prescoi& Arizona, w morc particularly described and under the t enna  and conditions as sct ford1 
in the attachcd Exhibits "A-1" and "A-2", attached hereto and made a part hereof. 

2. The purchase price is $495,000.00, payable as follows: 

(a) The s u m  of $5,000.00 as earnest money, to be paid upon the execution of this 
A Fern  ent- 

(b) The balance of $490,000.00 to be paid upon the close of escrow. 

3, The Seller warrants that Seller is the owner ofa good and fee simple title to thc 
property herein sold, free and clear of all lims and encumbces,  subject only to the following: 

(a) Applicable zoning regdatiom. 

(b) Uriliry, drainage add other casmenfs of record in the records of the 
Yavapcti County Recorder. 

(c )  Mheral rights resewed in the patents to the land. 

4. In order to effectuate the terms of this Agreemmt, Sella and Buyer shall promptly 
execute and deliver any and all documents required by the City. 

5. The closing of csc~ow shall be at Tmsnation Title Company. 600 E. Crurley Street. 
Prescott, Arizona, OII November 30,2004 (the "Closing Date"). On the Closing Date, Buyer shall 
makc payment as provided in Section 2 of this Agreement to the Seller, and Sella shall execute 
and deliver to the city: (i) a good and sufficient Warranty Deed in proper form for recording, and 
(ii) the parties shall share equalIy all rec0rdi.w and transfer taxes and fees, including the cost of 

Seller ---- Buyer 
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recording the deed and any and all closing costs not hereinbefore specified. Notwithstanding the 
foregoing, the Close Date may be extended until no larer Than December 3 1,2004 in thc event 
that the Buyer ha. not received and approved a Pbasc 1 Environmental Assessment, 

6 .  Upon the close of escrow, the parties shall execute a lease in the form attached hereto 
as Exhibit "B", and the Seller shall be mtitled to remain in possession of the premises until 
December 3 1,2005, pursuant to the terms and conditions as contained in Exhibit "B". The Buyer 
shall be entitled to possession of the premises upon the tmnination of the amched lease, The 
parties further agree that Transmtion Title Company is hercby instructed to withhold the sum of 
$26,000.00 From disbursement lo Seller, to retain said sum in cscrow. and to make monthly 
payments to the Buyer in accordance with the Lease attached hereto as Exhibit "B". 

7. Buyer understand3 that this doairnent and Exhibits "A-I", "A-2", ;Lnd "B" set forth the 
entire agreement between the parties and that no agmt or representative of Seller has any 
authority to change or modi@ this agreement in any manner, or to make any agreement or 
qresentRtinn on hehRlfofthp: Seller not set forth herein 

8. Pursuant to A.R.S. $38-51 I ,  the City of Prescott may cancel this contract, without 
penalty or fbther obligation, if my person significantly involved in initiating, negotiahg, 
securing, drafiing or creating the contract on behalf of the City of Prescott is, at any time whilc 
the contract or my extension ofthe contract is in effed, 811 employee or agent of any other party 
to the contmct in m y  capacity or R consultant to m y  0 t h  party of the contract with rtspect to the 
subject matter of the contract. In the foregoing event, thz City o fhscot t  
further elects to mcoup any fee or commission paid or due to any person significantly involved in 
initiating, negotiating, securing, cimfting or mating thts contract on behalf of the City of Prescott 
h m  any othm party to the contmct, arising as a result ofthis contact. 

9, (A) This Agrement is conditioned upon the approval of both the Arizona 
Corporation Commission and the Prcscort City Council. In t h ~  cvent that both the Arizona 
Corporation Commission and the Prescott City Council do not approve this Agreemat by 
November 30,2004, thcn the earnest moncy paid by Ruycr pumtmnt to Paragraph 2(A) above 
shall be returned t~ Buyer. 

(B) In the event that the Buyer does not approvc a Phase T Environmental 
Assessment by December 3 1,2004, then the earnest money paid by Buyer pursuant to Paragraph 
2(A) above shalI be returned to Buyer. 

10, All notices to Buyer shall be sent to; City ofPrescott, do Fire Chief, Post Office 
Box 2059, Prescott, Arizona 86302, with a copy to the Prescott City Manager, PO Box 2059, 
Presmtt, hrizom 86302. 

11. All notices to the Seller shall be sent to UNS Gas, Tnc., PO Box 71 I, FM 100, 
Tucson, AZ 85702, ATTN: Scott Rathbun, Director, Asset & Facilities Management. 

Buyer Se l le r  
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DATED THIS day of November, 2004. 
I 
I 

SELLER 

i3 A TED this day of November, 2004. 

DARRELL wn,r,t's 
Fire Chief (Buyer) 

ATTEST: APPROVED AS TO FORM: 

MhRLE L WATSON 
City Clcrk 

JOHN R MOFFTTT 
City Attorney 

I 
Buyer - Seller 
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COWRCXAL LEASE 

T H I S  AGREEMENT, made this - day of November, 2004 by and between the 
City of Prescott, an Arizona municipality, h@reinaRa refie& to as "Lessor", and UNS Gas, Inc., 
with its principal place of business localed at PO Box 711, FM 100, Tucson. Arirma, 85702, 
haeimfkr referred to as "Lessee"; 

W I T N E S S E T H: 

WHE€WAS the Lcssor is the ower of certain real and personal property herein 
described, which is available for lease; and 

WHEXEAS Lesm desins to lease the red property herein dcscrihed 1i-w 
commercial purposes; and 

WwElzEAS the parties de& io establish an Apement tn insure a fibre lease of 
the commercial property described herein, now, therefore, 

IN CONSIDERATION OB THE RRRMXSES and the muhd covenants herein 
containd, and for other good and valuable consideration the receipt and sufficiency of which is 
liereby acknowledged by each party to the other, the parties hereto agree as follows: 

1. PREMISES. That thc subject ofthis Agreement is the teal property more 
particularly described as: 501 North Sixth Street, Prescott, Arizona, more particularly described in 
thc attachcd Exhibit "A", together will1 dl buildings, hpxuvzrtlcnlu rznd lixhms h-n, dl 01 
which ShaIl be used by the Lessee for commercial purposes during the term of this A p m m t .  

2. TERM, The tcrm OS this Agreement shall be frorri the close of r;stmw lor 
the demised pmperty to be purchased by the Lessee, h o d  December 3 1 2005. 

3. WARRANTY. At thc commncctncnt of thc tcnn, Lcsscc shall accept thc 
pranise and fixtures in its existing condition. No representations, statements or wmmties, exprsss 
or implied, have hen  made by or on behalf of the Lessors as to the condition thereof. In no went 
shall tbc Lcssor bc liablc &I- any dcfcct in such property or far any hitation on its USC. 

4. RENT. 

(A) h s m  shall pay to Lessor rent, in equal monthly installments, on the 
first (1") day of each month dun'ng the tam hereof, in the amount of $2,000.00 per month plus tax; 
provided, however, that rent for he inilial period will be prorated based upon the date of close of 
escrow. Ai1 rental payments shall be made by Transnation Title, in accordance with Paragraph 6 of 
that certain Agreement for Sale ofReal Property between the Lessor and ksscc herein. 

(B) All rental payments due undcr thc terms of this lease shall be mode to 
thc Lessor 3l P. 0. Box 2059, Prescott, Arizona 86302, A T T N :  Cashier, mlesa and until anothu 

1 



a d b s s  is designated by lxssor for receipt of payment. All rental payments due herein are d w  and 
payable on the first (I") day of each monih, and a latc charge of TWO IlLTNDRED DOLLARS 
($200.00) shall be ttdded to each payment received by the Lessor five ( 5 )  days aAer said rent 
becomes due and payable. 

5. RIGHTTORE-ENTER If any rent shall bc due and unpaid or if 
def3ult shall be made in any ofthe covenants contained herein, it shall be l a d l  for Les.wr andor 
it-q designee to re-enter the premises and remove therefiPm d persons and p ~ r s ~ n s l  pmperty of the 
J~ssee then occupying same. 

6, CITY AND STATE TAXES. In addition Lessee shall pay to Lessor, as 
part of each monthly rend payment, an mount equal to a l l  taxcs measured by the gross rental 
receipts (rental taxa) which Lessor is requid to pay be pemn of the amounts paid by LRssee to 
Lessor under this lease, a8 dctcwnincd by any taxes imposed by the City of Prcscott, Cow@ of 
Yavaw., and the S W e  of Arizona. 

7. REAL PROPERTY TAXES, Lessee, in addition to the rent provided for 
herein, shall pay or mimburse Lessor for all taxes and assessments upon the leased propmty, and 
upon the building and improvements thereon, which arc: assessed during the lease term. 

8. PERSONAL PROPERTY TAXES. Lessee shall pay prior to ddinqucncy 
a l l  taxes assssed against and levied upon trade fixtures, furnishings, equipment, and all other 
personal propcrty of Ltsur;c contained in the p d s e s  or elsewhere, atid when possible, hwffi  yhall 
cause such property to be assessed and billed separately from the real property of Lessors. 

9. SUKRENDKR OF PREMISES. Sul$ec% to the terns and conditions 
herein provided, it is agreed that at the expiration of the term of this Agreement, or any sooner 
termination ofthis Agreement, Lessee will quit and s m &  the premises, in as good order and 
coiiciition as masomble use mid wear t h m o f  will permif damage by the elemems exceped. If rhe 
Lessee should hold over tlw said term vith the wnsent, express or implied, of Lessor, such holding 
over shall be construd as a tenancy only from month to mmth, and the Lessee shall continue to 
pay the prevailing rent tor such t a n  as Lesset: holds m e ,  

10. USE. Lessee shaIl use the premises exclusively for the business officxs of 
UNS and for no other purpose without Lessom' prior written consent. 

(A) Lessee shall, at Lessee's expense. comply with all applicable statutes. 
ordinances, rules, mgulatiom, orden, and requirements in effect during the trim. or any part of the 
term h f  regulating the use by Lessee of the premises. 

(B) Lessee hereby accepts l.he premises in the condition existing as of the 
date of the execution hereof, subject to all applicable zoning, municipal, county, and state laws, 
ordinances, and regulations governiry and regdating the use of the premises, and ncccpts this lemc 
subject lhereto and to all matters disclosed thereby and by any exhibits attached hereto. Lessee 
acknowledges that neither Lessor nor T~.wI's agent% have made m y  r e p e n t a t i o n  or wnmdy a% 

2 
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to the suitability of the premises for the conduct of Lessee's business. 

11. UTILITIES AND GLASS. The T..ysee meher agrees to pay all water, 
fuel, light, power, gas, telephone and all other utifitics in or about thc based premises, and the 
Lessor shall in no way be responsible therefor. The Lessee hereby agrees to toke full responsibility 
for all pIate glass and otha glass in and about the lcased premises, and should any plaie giass 
insulance be c a n i d ,  the premium shall be paid by the Lessee. 

12. LESSEE'S OBLIGATTONS. Cessee shall, at its expense and throughout 
the term of this lase, maintain, service, qlace, and keep in good repair the interior siructure and 
mechanical equipment, including such items as floors, ceilings, walls, doors, glass, plumbing, 
cleaning, heating and cooling equipment, air conditioning, partitions, and electrical fmtures, the 
roof and exterior of the premises, and smnder the same upon the expiration of the term herein or 
renewal thereof in thc same condition as received, ordinary wear and use excepted. On the last day 
of the term hereof, or on any sooner tixxm~~ ' 'on, kssec shall surrender thc prmises ta Lessor in 
the same conditjon as received, bmom-clean, ordinary wear and tear excepted. Lcssce shall repair 
any damage to the premises occaqioned by the rernnval of it! trade fixtures, furnishings, and 
equipment., which shall include the patching and filling of holes and tepair of any structural 
damage. 

13. KEEPING PREMISES CLEAN. Lessee agrees to keep the leased 
premises inside and outside clean and neat at ail times, including sidewalks, parking area and fmnt 
d r e c l r y d s .  

14. ALTERATIONS AND ADDITIONS. Alteratiods and additions may not 
be rnde b Lhe l e d  Ixr;rrrim wilhoul the prjor wilki cur~swi~ or the Lessor, any alteration or 
addition of the premises, exCepting movable fmitm and machinery and trade fixtures, shall 
become part o f  the realty and shall belong to the Lessor upon termination of this leme. However, 
this shall not prevent the Lessee h m  installing trade fixtutes, rnachiiiery, or other trade equipment 
in mnfonnance with the ordinances of  the City of Prescotl, Yavapai County, Arimnq and the 
leased premises are not damaged by such removal. Lessee shall keep the leased premises, the 
building and the property in which thc leased premises are situated, free fiom any iimu arising sui 
of any work perhmed for, material furnished to, or obligations i n c d  by the Ikssee. T t  i s  further 
understood and agreed that under no cbmnstance is the Lessee to be deemed the agent of the 
Lessor for any alteration, repair or operation of t h ~  building upon the Leased premises, the some 
being done at the sole expense of the Lessee, and a l I  contractors, materialmen, mwhanics, and 
labmrs. are hereby charged with the notice that they must look to Lessee only for the payment of 
any charge for work done tmd materials firmished upon the leased premigs during the term of this 
lease. 

15. LENS CREATED BY LESSEE. Lcssce shall have no power to do any 
act or to make any contract that may create or be the foundation Em any lien upon the premises or 
othm cshtc or rcvcrsicm of the lmsm in the demised premises or upon any building or 
hprovement thereon, and should any such lien he filed, the Lessee at its own cost and expense 
sM1 bond or otherwise discharge the same within ten day after the fling hereof. 
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16. LESSEE'S FIXTURES. Lessee may install in the premises my new 
fixtures Lessm dccms desirable and they shall remain Lessee's property. f~essee may femovc these 
fixtures at any time but shall rcpair any damage caused by removal. No fixtures shall be installed 
which effect the structurd integrity or external appearance o f  the lcascd premises without Lessors' 
prior written consent. Any clxiures or other property of Lessee rcmahing on the premises aRcr 
tmnination of the lease sball, after Seven (7) days, become the property of the Lessors. 

17. LANDLORD'S LIEN. Lcssce hereby agrees that the Lcssor shall have a 
first and superior lien on all fmtures and personal property belonging to thc Lcssee in and about said 
buildjng aq additional security for thr: pdnrmance of [his lease. 

28. PROHIBITION AGAINST ASSIGNMJCNT. Lessee shall not assign, 
mortgage or encumber this lease nor sublet nor permit the leased property or any part thereof to be 
used by others, without the prior writikn consent of thc Lcssor in each instance. If this 1ea.e is 
assigned, or the leased property or any part thereof is subld or occupied by anybody other than the 
Lesa=, the Lessor may, after dehult by the Lessee, collect rent kom the assignee. sublessee or 
occupant, and apply the net amount collecled to the rent reserved. No such assignment, subletting, 
occupancy or colled~on shall be deemed a. waiver of this covenant, or the accepiance of the 
assignee, sublessee or ampaat as a tenant or lessee, or a releaw of the Lessee from further 
paformance by the hssee of the covenants in this lease, The consent of the Lessor to an 
assignment or subletting shall not he cnnstrud to relieve the Lcssee fiom obtaining the coramt, in 
writing, of tbe Lessor to any fimtkr assignment m miubletting 

19. PROHIBITION AGAINST LESSEE. h s e e  shdl not, at any time, 
without fir& oblaining the kssor's express writtea consent: 

(A) Change, whether by alteration, replacement, mbuilding or otherwise, 
the csxtcrior color of architectural treatment of the leased pmpct'ty, or the building in which the same 
is located, m my part thereof, whether the interior ox exterior of said building, including the 
grounds therein; 

(B) Perform any act or carry on any pracZice which may damage, mar or 
deface the leased propem or the building in which said property is located; 

(e) Install, opaatc or mainbin in the lemed property any electrical 
equipment which will overload the electrical system therein or any part thereof, beyond its 
reasanable capacity fur proper and safk operation as clzimn.iwd by Lcsso-rs. 

20. RIGHT OF ENTRY TO LESSOR Lessee shall pennit an inspection of 
the leased property by the Lessor7 or its agents OY represcntadves, and by or on behalf or prospective 
purchasers and prospective tenants, during reasonable hours, at any time during the lcase term. If 
admission to the leased p p c r t y  for such purposes cannot be obtained, or if at any time an entry 
shall be deemcd necessary for the protection ofthe property, whether for the benelit of t b  Lessor or 
Lessee, the Lessor, its agents or representatives, may enter the leascd propetty to accomplish such 
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purposes. 
increasing any obligation on the part of thc Lessor under this lcasc. 

The provisions contained in this paragraph are not to be construed BS creating or 

21. DAMAGE OR INJURY TO PERSON OR PROPERTY. Lessee hereby 
agrees to exempt, indemnify and hold harmless the Lessor fiom any and all liability for any damage 
or injury to pmon or property caused by or resulting T i  ektricity, gm, mte~, rain, wind or any 
leak or flow from or into any part of said building, or fkom any other damage or injury resulting 
h r n  any other cause or happ@ning whatsoevm. 

22. INDEMNITY. Lessee shall i n d e m w  and hold harmless Lessor h r n  and 
tigainst m y  and all claims arising fmm Lessee's use ofthe imznises or from the conduct of Lessee's 
bushcss 01' h n i  any activity, work, 01' tl~itigs do-, permitted, or s a x d  by Lessee in or about &e 
premises or elsewhere and shall furlher indemnify and hold harmless Lessor from and against any 
arid all cla.iims arising from any breach or default in the performance of any obiigatjon on Lessee's 
part to be performed under the terms of the lease or arising i k r n  any negligence of the Lessee, or 
any of the  LESS^& agents, contractors, or employees, and %rn and against all costs, attorney's fees, 
expenses, and liabilities incured in tbe defense of any such claim or any adion ox proceeding 
brought thereon; mid in case m y  action or proceding be brought against Lessor by reason of any 
such claim. Lessee upon Written notice fiom Lessor shall defend the same at Lessee's expense by 
counsel of h Lessor's choosing. Lessee, as a material paxt of the considmation to Lessor, hereby 
assumes a l l  risks of damage to p w p q  or injury to persons, in, upon, or about the premises arising 
from any Cause and Lessee hereby Waives all claims in respect thereof against J~ssor. 

23. REPAIRS OR EUEPLACEMFNT Ru EVENT OF THEFT OR 
VANI)ALI,W. Notwithstanding anything to the contrary h i n  contained, Lessee ngees to 
repair or -lace without delay and at his o m  sole cost, expense, and risk any and all pcvtiolls of 
the leased premises that may be damaged by theft, burglary, vandalism, m by malicious mischief. 
Such repairs and replacements shall be d e  promptly, as and when necessary. All ~EP& and 
replacements shall be in quality and class at least equal to the original work- O n  default of &e 
Lessee in making such repairs and replacements, Lessors may, but shall not be required lo, make 
such repaim s.nd replacements, chargeable to the L.essee's acc0u.n~ and the expenses thereof shall 
constitute a d  colIe&ble as dditicml rent. 

2 4  DAMAGE BY FDRE OR OTHER CASUALTY. No destruction or 
damage trs any building or hpmvuncnt on thc lcaacd pmperty by fire, wind&otm, or m y  other 
taSualty shall entitle Lessee to surrender possession of the leasd property, to terminate this lease, to 
violate any of its provisions, or to caw any rebate or abatunmt in rent then due or thereafh 
bocoming duc undcr thc t a m s  hereof. 

25. INSURANCE. Less= shall keep d1 huildings, improvements, and 
p d i y  un the l e w d  pzmises, hcllrdirig all alteiations, additions and improvcmmts, insuxd 
against Ioss or damage by fire, with d1 standard extended coverage that may be required by IRYSOT. 
The insurance called for undm this provision shall include, but necessarily be limited to, a 
compdxmsive public Liability idsuraace policy. The insurance shall he in an mount suf3icimt to 
prevent Lessor m d  Lessee from becoming cn-insum under the provisions of the applicable 
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policies of insurance, in a reasonable amount to be determined by Lessor in its sole discretion, 
Lcssee shall further provide insurance against liability for bodily injury and property damage, in an 
amount and in forms of i n s m e  policies aq may he rwomhly required by hssor in i tc  sole 
discretion, for the benefit of Lessor. All insurance providcd by Lessee as required by this covenant 
sball be carried in favor of the Lessor and Lessee as th~ir respective interests may appear. Mi 
insurance shall be written with responsible companies thal h e  Lessor approves of, with the policies 
aad the amounts thereof to be determined soleiy at the discretion of the Lessor. If Lessee shall fail 
to procure and maintain said insurance, Lessor may, but shall not be required to, procure and 
rnahlain the wme, at  the expense of Lessee. 

26. DEFIGULTS. The occurrence of any onc or rnore of the rollowing events 
shdl constitub n maten'al dcfsdt and brcach of this laase by Lessee: 

(A) The failure by Les.see to &e any payment of rent or any otha 
payment required tn hc msdc hy T.ewee heremder, $19 and wben due, or to provide proof ofpayment 
of said amounts upon d m a d  of Lessor. 

01) The failure by Lessee te obsewe or perform any of the covenants. 
conditions, or provisions of this lease to be o b m c d  or performed by Lessee, other than described 
in paragmph "A" above, where such failure shall continue for a period of fifteen (15) days after 
written notice hcrenf fmm T.essor fa kssee; provided hbwever, that if the nature of Lessee's default 
is such that more than fifteen (I  5) days are reasonably required for its cure, then Lessec simU not be 
deemed to be in default, if Lessee commenced such cure within said f j cn-day  period and 
thereafter diJigently prosecutes such cure to completion- 

(C) (i) The making by Lessee of my genaal assignment, or general 
rimngement for the benefit of editors: (ii) the filing hy or against Lessee of a petition to have 
Lessee adjudged a bankrupt or a petition for rmrganization or arrangement under my law rela- 
tr, bankruptcy (unfess, in the case of a petition filled against Lessee, the same is dismiyved within 
sixty (60) days); {is) the appobtment of a trust= or receiver to take possession of substantially all 
of Lessee's assets located at thr? premises or of  Lessee's interest in the lease, where possession is not 
restored to Lessee within h t y  (30) days; or (iv) the aita.cbmen< execution, or otber judicial seizure 
o f  slrbstantiauy 811 of bssee's RS& located at the premises or of Lessee's ktemst in this lease, 
where such seizure is not discharged within thirty (30) days. 

27. NON-PAYMGWT OF RENT. In addition to any other remedy provided 
for in this lease, Lessee further agrees wi& Lessor that upon the non-payrnent of the whole or aay 
part of  the said rent or other payment due hereunder at the time when same is promised to be paid 
by the said Lessee, the Lessor at its election, m y  either distrnin for said rent due, or declare this 
lease at an erid and recover possession of said premises, as though the same were held by forcible 
detainer, said b s e c  hereby waiving any notice of such election or any damand for rent; and 
M h e r ,  that in the event said premises or part thereof shall be deserted during said tcnn or of the 
breach of any of thc other terms, covenanfs or agreements herein contained, and by the Lessee tn be 
kept and perf"rmed, the lessor may declare this lease EO be at an end and become entitled to the 
immediate paaeca inn  nf asid pmiae .9  and may p i i r ~ i ~  any othm remedy provided for herein, or 
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they may 
sustained by repgon of such b c h .  

this lease as continuing and take, bavc and recovet any darnages they may have 

28. ~ I ) ~ P E m E N ' T '  COVENANT FOR PAYMENT OF RENT. The 
covcrml or h e  kxsee to pay renr shall ax dl times bc recognized a9 an independent covenant under 
the terms of this lea% md dull in no way be construed to be dependent upon any o t b a  clause, 
condition or covenant contained hemin. 

29. INTEREST ON PMT DUE OBLIGATIONS. Except as expressIy 
herein providcd, my amount due to Lessors not paid when due shall bear interest at eighteen 
percent (18%) per annum fiom the date due- Payment of such interest shall not cxcuse or cure any 
default by Lessee under this lease. 

30. NOTICES. Any d c e  required or permitted to be given hereunder sball 
be in writing and m y  be served pasonally or by regular mail, addressed to Lessor or Lessee 
respectively at the address set for& after their signatures at the end of this lease, or at their last 
h o w  'business address. 

31. WAIVER BY LESSOK 'Zhe waiver by the Lessor o f  any brwch or 
breaches by the lessee of any one or mrc of the covenants, agreements, conditions, or obligations 
hmin contained or the acceptance of any delinquent payments shall not bar the Lessors' right b 
dcelatc a fotfcilnre or tn employ any o b  rights or remedies of thc said Lessors in the event of any 
subsequent breach of m y  such or other covenants, agreements, conditions, or obligations. Any 
entry andor re-entry by the Lessor, whethm had or taken under what is generally known BS 

s u n u n m y  proceedings, or athenui=, aq provided by the terns of this lease, shall not be deemed to 
absoive or discharge the Lessee h m  liability hereunder. 

32. SEVERABILITY. The invalidity of any provision of this lease as 
detemw'ned by a Court of competent jurisdiction, shall in no way effect the validity of any otha 
provision h m f ,  so long as the original intcnt of thc parties is not defeatcd b b y .  

33, ?he malung, cxccution and delivery ofthis lease 
has not been induced by any representation, statement, wananties or agreements other than those 
he&u expressed. It is mutually agreed by mid beiwea parties her& bat lhis agretmtmi 
supercedes all other previous andor other ageemeats bearing upon the above premises, md it is 
M e r  that no changes to or in this lease shall be made without being in writing, signed by 
a l l  ofthe mes heaa. 

CHANGE IN LEASE. 

34. RESERVATION BY LANDLORD. Lessor reserves the right to make 
improvements and additions upon the red property. Any such additions or improvements, if not an 
integral part of the Lcssee's pmises ,  shall be property of L.es.wr and shall not be deemed part of 
Ihe premises leased to Lessee. 

35. CONSTRUCTION, The t m s  and conditions of this agreement shall. be 
cnnstriierl and govmcd in  accordance with the laws of the Slak of Arimna 

7 



~ PPIIM ,‘IINDQlJIST INC. , PEFiLTnRS FFIX NO. :9284457500 

I 

N n v .  18 2004 11 : L37kM P 1 7  

36. TTME IS OF THE ESSENCE. Time is of the essence in this agreement, 
The fkilure of eithcr party to r e q k  tlie sbic1 perfi~rmmce by ihhe othcr of any provision of th~s 
agreement shall not be deemed a waiver of the right of said party thmafier to require strict 
performance of that or any otha provision of this ageemat in accordance with the ?mms hereof, 
m d  without notice. 

37. SUCCESSORS TN INTEREST. The covenmts and conditions herein 
contained shall ap ly  to atid bhd Ihc heirs, legal represenwives, persod qnsa~tatives, 
successors and assigns of the parties hereto, und shall inure to their benefit. 

38. PROOF OF LNSUIZANC‘E AND TAX PAYMENTS. TRssee hmby 
agrees to provide, upon demand, proof of payments of any and all real property taxes, personal 
propet?y U C S ,  sales taxes, and insurane coverage as called for under the terms of this agccment. 
Thc breach by the Lessee to provide proof of any payments as called €or under the terms of this 
lease agreement, or immediately upon dmand, YM be deemed a material brcach of the terms of 
this agreement. 

39. PREPARATION OF AGREEMENT. This agreement was prepared by 
JOHN R MOFR’IT. Prescott City Attorncy. Lessee acknowledges that JOHN R. MOFFITT has in 
no way represented or advised Lessee, and that Lessee has the option and right at all times hereof to 
obtain independent counsel of its own choosing in catering into this agreement 

40. CONF’LICT OF INTEREST. Pursuant to A.R.S. Section 38-51 1, the City 
of Prescott may cancel this agreement, withnut penalty or m e r  obligation, if  any person 
significantly involved in initiating, negotidng, securing, drafting or cnating thc agrecmeni on 
behalf of the City is, at any time while the agreement or any extension of the ayreement is in effect, 
an employee or agent of any other party to the agrtxxmnt in any capacity or a consdbnt b any 
other pnrty nf the a p e m m t  with respect to the subject matter of the agreement. la the foregoing 
event, the City of Pmcott further elects to recoup any fee or commission paid or due to m y  person 
significantly involved in iaitiating, negotiating, securing, drafting ur creating this agreement on 
behalf of the Ciiy nf Prescott fbm m y  other party to the agreement arising as a result of this 
agreeemcnl, 

42- ALTERNATE DISPUTE FUZSOLUTION. The parties hereto expressly 
covenant and agree that in the event of a di.spute arising fiom tbis -4, each of the parties 
hereto waives my right to a trial by jury. Tn the event of litigation, the parties hereby to submit 
to a aid befnre the Court. The prtks hereto expressly covenmt and agrcc that in tb ovemt of 
litigalion arising h m  this A m e n t ,  neither party shall be entitled to an award of attorneys fees, 
either p u m t  to the ContIad, p m W  to ARS Section 12-341.01 (A) and (B), or pursuant to any 
other d f i f ~  nr federal statute: 
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DATED this 73 day ofNovember, 2004. 

UNS Gas, Inc. 

PASSED, APPROVED AND mOPTED by the Mayor and Cniincil nf the City oFPrescott 
lhis - day of ,2004. 

ATTEST: 

MARlE L WATSON 
City Clerk 

R O W  P. SIMMONS, Mayor 

APPROVED AS TO FORM: 

JOHN K MOFFI'T'L' 
City Attorney 
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