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Re:  Arizona-American Water Rate Case s it
. ; ¥ Py
Dear Mr. Brown: 0 (: C3
_ &

Thank you for your e-mail expressing your view on the Arizona-American Water rate case:

Arizona-American filed its Application seeking a rate increase in November 2002. The ev1dent1ary
record is still being developed. This is a lengthy process which will take about a year to conclude. In
the meantime, Arizona-American’s current rates will remain in effect.

To develop the record, Arizona-American, the Commission staff and any Intervenors will submit
written testimony regarding their positions on the requested rate increase. Then, an administrative law
judge will preside over a hearing which is much like a trial. This hearing is scheduled for December 4,
2003, at 10:00 a.m. at the Commission’s offices. This hearing is open to the public. You may also call -
the Commission’s “Listen Line” to listen to the hearing. That phone number is (602) 542- 0222 or
1-800-222-7000. After the hearing, the judge will write a proposed Order making a recommendation
to the Commission as to Arizona-American’s rates. Finally, after reviewing the entire record, the
Commissioners will vote to accept, modify or deny the judge’s proposed Order at an Open Meetmg

To answer your question whether Sun City receives any credits when using treated wastewater, I have
enclosed a-copy of Sun City Sewer Company s Agreement with Tolleson to treat Sun City’s
wastewater.

- Your correspondence has been placed on file with Docket Control and will become part of the record.
‘Arizona is well served when its residents take an interest in a matter and voice their opinions. I will
take your commients into consideration as I review the matter.

Sincerely, |
' Arizona Corporation Commission

A | - 'DOCKETED -

- Mike Gleason o R DEC - 4 2003 o
Commissioner S _ ‘ T
: | | DOCKETED BY* WL'
“Enclosure ' : L : ’
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""\TAGE TREATMENT AND TRANSPORTATION SERVICES AGREEMENT
BETWEEN THE CITY OF TOLLESON, MARICOPA COUNTY, ARIZONA
AND SUN CITY SEWER COMPANY

TﬁIS AGREEMENT, made and entered into this-il;z—dap
of June, 1985, and executed 1n duplicate orlglnals (each executede
ncopy c0nst1tut1ng an original) by the CITY OF TOLLESON, a mun1c1pal
corporatlon of the State of Arizona (hereinafter referred to as

"Tolleson ) and SUN CITY SEWER COMPANY, an Arizona Corporation

-(hereinafter referred to as "scsc");
WITNE‘.SS\;TH:

WHEREAS, SCSC owns and operates a pubilc Utlllty sewer
system and furnishes sewer service to the public located 1n and
in the vicinity of Sun City, Marlcepa Ceunty, Arlzona, for residen- -
tial,.cbmmerCial, industrialtand corporate purposes, purspant‘
to‘Certificates of Convenience and Necessity granted by the‘Ariana

Corporation Commission; and

-

WHEREAS ,Tolleson presently owns and operates an 8 3
-mllllon gallon per day (mgd) sewage treatment fac111ty and has
the obligation to treat up to 2.9 mgd for Tolleson angd up to, 5. 4'
mgd for the City of Peoria (herelnafter referred to as "Peoria");
and | |

WHEREAS, SCSC currently obtains sewage, transportatlon
and sewage treatment serv1ces from Glendale pursuant to an Agree-

ment, dated April 10, 1979, as extended from time to time; and

WHEREAS, SCSC has been advised by Glendale that Glendale

desires to have Tolleson provide sewage treatment

.

SCSC on a direct basis; and | " o '
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parties hereby agree as follows:
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WHEREAS, reoria has transferred to Giendale sewage treat-—

g=ment rights for up to 3.1 mgd; and

WHEREAS, the Council of the City of Tolleson passed

‘Resolution No. 457, dated December 11, 1984 or as subsequently
ratified,. authorizing constructlon of sewage treatment capac1ty'
for SCSC and establlshlng the City of Tolleson Municipal Flnance

Corporation (herelnafter referred to as "Flnance Corporatlon")

to obtain tax-exempt flnanc1ng for the constructlon of said sewage

treatment capac1ty,

NOW, THEREFQRE,'forVand in considerationfof the foregoingA

and of the mutual covenants and agreements. hereln contalned, the

ARTICLE I

DEFINITIONS-

The following terms will be utlllzed in this Agreement

and have the follow1ng meanlngs Wlthln thls Agreement S

1. Annual ‘User Fee. The annual cost for the fixed

charges associated with Tolleson prov1d1ng, upon SCSC's demand,

sewage transportatlon and treatment services to SCsC durlng the -
first 20 years that said services are provided pursuant to this
Agreement. ThevAnnual.User Fee as presently estimated is set

forth on Exhibit A, attached hereto and incorporaéed'herein by

.

reference for all purposes. Upon issuance of the Bonds, Exhibit

-~ A will be revised to reflect the actual principal amount, interest

rates and redemption dates of the bonds.



2. Tolleson'Wastewater Treatment Plant (WWTP). . The‘
wastewater treatment facilities owned and operated by Tolleson s

‘that are existing and operating at the wastewater treatment plant

site as of the date of this Agreement.

3. Plant Expansion. The additional plant that will .

be added to the WWTP, including the SCSC‘SerViCe Facilities of

5.2 mgd, the SCSC Service Tie-Line and the Peoria Service Facili-

ties of at least 2.0 mgd.

4. SCSC Service Facilities. The portion of the Plant

Expansion which is necessary to provide Sewage Treatment Services

for SCSC of 5.2 mgd average dry weather flow on a maximam monthly

flow basis. The wet weather peak flow shall be 10.4 mgd .on ai

peak hourly basis and dry weather peak flow shall be 8.0 mgd on

,a’peak hourly basis. SCSC Service Facilities also include the

SCSC Service Tie-Line. All such facilities are to be financed

. by bonds issued by Finance Corporation.

5. Peoria Service Facilities. The portion of the

Plant Expansion.which fs‘necéssary to'proyide Séwaga Treatment
Serﬁices.of at least 2.0 mgd for‘Peoria,‘wiﬁh hydraulic‘éeaking
services to at least 4.0 mgd on a paak hqurly‘basis; and which
are‘to be financed‘by separate agreement batween Tolleson and
Peoria. .Such faciiitie§ ﬁay include additional}total sewaée trea;_
mant and transportation services,‘as acknowleagadain Article i1,

Section 5, Paragraph 4,

6. Expanded Facilities. The entire 15.5 mgd capacity

wastewater treatment plant, including the SCSC Service Facilities a

¢
*
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! . of 5.2 mgd, the SCSC Service Tie-Line, the Peoria Service Facili-
ties of 2.0 mgd ‘and the existing WWIP of 8.3 mgd. It is agreed
by the parties that the final determination as»to the management

and operation of these facilities‘shall remain with Tolleson.

7. 99th Avenue Interceptor. The 36—inch, 42—inch}

. 54-inch, 60-inch and 66-inch diameter sewage tranSmission.facili—
ties, along §9th‘Avenue, including all appurtenant structures,
running from approximately the 1ntersectlon of ollve Avenue and
99th Avenue to the southern terminus of the 42-inch plpe 1mmed1—

ately south of the diversion structure located at’ approx1mately \

99th Avenue and Van Buren Street. - : . : i

8. 'Sewage Treatment Services. Sewage treatment ser-

vices referred to herein, unless otherwise noted, refer to treat-
ment of  the max1mum monthly average dally flow.

‘9.' SCSC Serv1ce Tie-Line. The fac111t1es to be

constructed under thls Agreement connectlng the 99th Avenue'
Interceptor to;the Tolleson Wastewater Treatment Plant. Such
facilities will interconnect at either Point 18 or_Point A as
set forth in(EXhibit B attached hereto and by reference incorpo—
rated herein for the purpose of identiffing said Points. Said
fac111t1es may 1nc1ude ‘a gravity main or a force maln and llft'
‘station,‘subject to engiheering review of sCsC and Lolleson, and

may include additional transportation capacity for Peoria or other

‘ ’ users which are acceptable to Tolleson for use of the Expanded

Facilities.




CTARTICLE II- -0 o ol owddoniomg

¢+ 7% 7 %7 - SCOPE OF AGREEMENT =~ ™ Taramniest

”jfz 1.0 Subject to the terms and condltlons herelnafter
»set ‘forth, Tolleson shall provide sewage treatment’ and transpor-
atatlon-serv1ces-to SCSC‘to acoommodatevthe residential; commercialf
‘industrial 'and’ corporate sewage treatment service requirements
ﬂhw1th1n 'sCsC's” service: areas in Marlcopa County, Arlzona, shown
28R Exhlblt C attached hereto and 1ncorporated hereln for all
1vpurposes, ‘and in any addltlonal *areas -which may- be’ served by 'SCSC
Zifn’the future. "

22, iSCscﬂshall”provide,notice“byﬂoertified,mail'to‘

ﬁthé?TollesoﬁfCity'Nanager*and‘the’Direétof'of the Tolleson Waste-

,y.

&

“Water’ Treatmént Plant of any- of the follow1ng-ﬁ (a)‘aicﬁadée*in
~the'cert1f1cated~area of*SCSC?*(b?"any additions“totthe_ser&ice"
area, or “(e) aﬁy changes’ to the areaudesbribedtiB”ExHibit'C.
S80ch notice shall include - estlmated 1ncreases 'in flows by customer
"classification as a° result of the addltlonal terrltory.
an o 3. Tolleson shall provide.5.2 mgd of Sewage Treatment
Services and7ré1ated‘transPOrtatiOn services to SCSC .at allﬁtimes.
Jfollowihg“completiondof SCsC Service Facilities.
| | 4. “It sha}l be the reSponsibility.of Tolleson to notify
SCSC when SCSC's max1dum monthly average dally flow has exceeded
“80% -of the contracted service capac1ty of 5.2 mgd for three consecu-
‘tive months. When ‘additional flows noticed pursuant to Article
II, Section 1, Paragraph 2 will cause‘SCSC's flows to exceed 95%%

’
’




bustomers without the’ wrltten consent of Tolleson. Such consent

nfll not-be-unreasonablyﬁﬁithheld. Furthermore, it shall be the
nresponsibilfty Cfdgéécﬂte adﬁise lelesdn:’thnin'IQbﬁdays AEEef‘:
receipt cfithe 80§.nctification, what SCSC plans to do so'as'not
to exceed its ex1st1ng contracted service rlghts. Tne parties
‘agree to ablde by ex1st1ng Unlted States Env1rdnmental Protectlon
Agency (herelnafter refered to as USEPA) rules and regulatlons,}:E
and to establlsh a tlme schedule of events necessary to comply
with prov1d1ng addltlonal capac1ty, 1f such capac1ty is needed.

Sectlon 2 - Term and Renewal of Agreement

'mi.'J Tolleson shall employ its best efforts to prov1de-
sewage treatment and related transportatlon servaces pursuant
- to'this-Agreement on*dr*beforevJu1y~1,¥19881d*Tn1s-Agreement shall
continue in fu11'¥6}éé°éﬁd”éfféct nntii"Juneiébﬂn5628:”

" 2. Not lateY than June 307 2026 ,"'".iip'ot’"h":"r'o‘lleséﬁ ‘and "

SCSC shall “commence negotiations for contindWation, extension or~

renewal of this Agreementf"‘

Section 3 - Alternative'SeWage Treatment

'dething in this Agreement'shalldbe construedfto prohibit
SCSC or Tolleson from entering into anY'sewage treatment agreenent“
witil any other person, corporatlon, firm, mun1c1pa11ty, or utlllty,
’so long as SCSC remains ilable to fulflll its mlnlmum f1nanc1al

‘ obligatlons under this Agreement,»and so long as Tolleson remains

liable for providing the transportation and treatment services

;o
v
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to. be prov1ded ur.. r thlS Agreement and th

.‘__.. . cpERy

rdo not 1ncrease costs to SCSC.

e other agreements

BT
"I

4

fSectlon 4 - Sewage Dellvery

1. SCSC proposes to contract with Glendale to extend'

the terms of the Aprll 10, 1979 Agreement to include sewage trans—

portatlon and treatment serv1ces unt11 the date Sewage Treatment'
RN

Serv1ces are made avallable to SCSC by Tolleson.

!' 2. SCSC w111 dellver sewage to the Expanded Fac111t1es

via the 99th Avenue Interceptor.

3. SCSC prOposes to contract wlth Glendale to 1ncrease

e

'SCSC S capablllty in the 99th Avenue Interceptor between P01nt

'1 and the SCSC Serv1ce T1e llne from 7. 06 mgd peak hourly 1nter—

T

i

'ceptor flow to 10.4 mgd peak hourly 1nterceptor flow.

Sectlon S - Addltlonal Sewage Treatment Fac111t1es

Dt d
- s 7 ! B

1‘
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Tolleson shall flnance, englneer, construct and

. L S i

'1nstall or cause to be flnanced 'englneered, constructed and__

‘1nstalled all sewage treatment and transportatlon fac111t1es,

deflned as the SCsC Serv1ce Fac111t1es whlch, when comblned wlth

‘the usufructuary 1nterest in the Tolleson Wastewater Treatment

Plant (WWTP) are necessary. for and capable of treatlng and trans—

portlng wastewater flows of 5.2 mgd and a peak hourly flow of

10.4 mgd for SCscC. It is understood by and between the partles

hereto that the legal t1t1e of the WWTP and’ ‘the Plant Expan51onA

under this Agreement shall remain in Tolleson, and that the re-

'latlonshlp Detween the parties hereto 1s that ot 1ndependent con-

tractors, and not that of partners or 301nt venturers. Such tac111—

1)
i

ties shall meet the Arizona Department of Health Services standard

1
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‘tion System Permit requirements.

‘for engineefing design and construction inspection services
» gate:.tteatment plant and the‘SCSC_Sery;ce Tie-Line. Said engineer—
'{%nq services agreement shall be reviewed and approved'by scscC
~prior to the execution .of that agreement by Tolleson. The agree-

gent,shall_be provided to SCSC by certified mail. SCSC shall

"of the agreement,of the agreement shall be deemed approved. SCSC

A15{ enq_95%ﬁde§ign spagesﬁ?and“shall.heyetan oppottunity to be

in, attendance for rev1ew and ,comment - at those meetlngs.ﬁ The final

!

by SCSC prior to cqnstructlon;of;sald Plant;Expans;Qn,_whlch

approval shall not be unreasonably withheld. Tolleson,.at'its

o e A

option, may requeét that Peoria participate in the various stages
of engineering and construction as set forth in this Paragraph

25

"

engineering'upon‘execﬁxion of this Agreement. If, subseqguent

-

to said execution the conditions precedent~contained in Article

V, Section .1 hereof shall not have been fulfilled, SCSC shall

5 S S | S

. costs ingurred for (a) financing, as agreed upon between sCsC

o A 7 R
|
[62]
I

design criteria and meet all National Pollutant Discharge Elimina-
2. Tolleson -shall contract with Brown and Caldwell.

necessary for the 7.2 mgd expansion of the existing 8.3 mgd waste-~

,submit'ite.qomments,and:changes within 7 working days of receipt

shall be notified .of the design review meetings at the 10%, 50%,-

de51gn of sald Plant ExPan51on shall be rev1ewed and approved’

3. Tolleson shall proceed with (a) financing and,(b)

be llable to. Tolleson Only for TolleSOn s actual out-of- pocket'




and bond counsel and bond consultant and (b) tor‘engineering, g
l“;, LR P . ) .

et R - R

An an amount not to exceed $45 UUU. V - ' '
. ..(. : L8 e g . B . - E

4. Tolleson and SCSC acknowledge that the Plant Expan—

-

B

51on wlll also accommodate an addltlonal flow of at least 2 0

mgd for Peorla, and may include addltlonal transportatlon capac1ty

b

in tne SCSC Serv1ce Tle Llne tor Peorla or other users of the

R
o7 { DR

Expanded Fac1llt1es acceptable to Tolleson. Peorla, SCSC and

those other users shall share in the Denerlts of the resultlng'

economies of scale by hav1ng the costs, 1nclud1ng but not 11m1ted

-1,

to englneerlng, blddlng, start-up, and tlnal acceptance costs, .

L s : v
llocated 1n dlrect proportlon to the respectlve Sewage Treatment
& ks

oy E,

Servxces contracted for by Peorla and SCSC tor the Plant Expan51onn

ol

and allocated 1n dlrect proportlon to the respectlve peak hourly

nr il e :

flows contracted tor by Peorla, SCSC and other users of tne SCSC‘

P . o e SRR
: i,“u ,:f,‘. e u{'_. e S “ . R LS 3 R S I SR . A

Serv1ce Tle Llne.

; ..' e e g . s o
L e e > : # P S e oo

’5. Tolleson and SCSC acknowledge that Peorla may deslreA

b : £oa T

4 U mgd of capac1ty in the Plant Expan51on., Such capac1ty shall»

e
5 I H :

Ly
1ncrease the total capac1ty of the Plant Expansxon, but shall

W

not. alter tne methodology of cost allocatlon contalned in Artlcle
all, Sectlon 5, Paragraph 4. | B | | | '

' 6. The partles acknowledge that Tolleson proposes
to enter lnto a new;agreement or addltlonal amendment to its
ex1st1ng Agreement wlth Peoria. That contract will modify the
vterms and condltlons set forth in the Tolleson/Peorla Waste Waterv
Agreement dated Aprll 6, 1978- Addendum Nos. i, 2, 3, and 4 which

Y
collectlvely prov1ded the tollowlng' (a) Sewage Treatment Serv1ces »

4
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-fof 2. 3 mgd for Peorla and for an addltlonal flow of 3 1 mgd, the

da
WL_

,rlghts to sald 3.1 mgd Peorla transferred to Glendale pursuant

to the Glendale Peorla Agreement for Wastewater Treatment, dated

s

-November 14, 1980; (b) Engineering, constructlon and 1nstallatlon

of fac111t1es for an addltlonal 2. 0 mgd of Sewage Treatment

?\gP "

serv1ces at the Tolleson Wastewater Treatment Plant, thereby

By £ ,
1ncreaslng the total avallable sewage treatment capac1tv from

7.y' The partles acknowledge that Tolleson proposes
to execute a separate contract w1th Glend le for 1ts ex1st1ng

Sewage Treatment Serv1ces of 3 l mgd.

8. Tolleson agrees “that any agreement w1th a munici-

,,\....‘ ey - ',,.,..

pallty or modlflcatlon of ‘an ex1st1ng mun1c1pal agreement, re-

L .
EE S TS

gardlng the prov151on of sewage treatment services entered 1nto

I e t.,,r oy P SRR DO

after ‘the executlon of thls Agreement shall not contaln any term

-
-

or condltlon that results in any rates,s charges, dutles,’respon-
51b111t1es, or assumptlon of llablllty regardlng the capltal
allocatlon or operatlon and malntenance expense allocation more

favorable to the other party than the terms and condltlons prov1ded

for 1n thlS Agreement. SCSC acknowledges that Tolleson may have

exlstlng agreements whlch prov1de terms and condltlons more favor— :

L)

able than: the terms of this Agreement to whlch this prov151on
shall not apply.v No future agreement voluntarlly entered into
between Tolleson and any other person or corporatlon shall operate

to increase the sums payable by SCSC hereunder.

- ¢
PO ’




9. SCSb specifiCally retains the rrght to approvej
the following: | |
a. Any reference to SCSC or Cltlzens Utilities
Company, hereinafter referred to as the Guarantor, in any official
statement offering memorandum, Oor any other flnanc1ng documents
or publlcatlons dlstrlbuted in connectlon with the flnanc1ng under'
Article II, Section 7, Paragraph 1.
b. The big documents to be circulated SOllCltlng
bids on. the constructlon of the SCSC Service Facilities.
| c. The bld process and selection.of a centractor. |
d. The‘form of the construction contract including
the schedule of construction draws and tne
method -of requesting and approying'change
orders. |
The aoove.shall be provided to sCsC by certifiedbmail}
5CSC shall submit its commente and changes §itnin‘7 working days
of receipt of the doouments, or the documents‘shall be deemed ‘
approved. | | |
10. It is agreed by the parties that the construction
contract shall include a provision that requires tne.SCSC>Service
Faoilitiesvto be completed so as to’provide_treatment of scsc

AR

flows on or before July 1, 1988, and that failure' to so complete

construction will reSult in liguidated damageS'payable by the
contractor to SCSC in the amount of SCSC's obligation under Rate

Component One of this Agreement for each month until the SCsC .

NY
Service Facilities are providing said services to sSCsC. said

- ¢’

~11- | | L
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performance and tiquidated damages shall be bonded to the satisfac~

tion ot SCSC. The prime responsibility for entorcing this provi-

sion against the contractor or i1ts bond shall be with scsc.

Tolleson shall provide 1ts tull copperatlon’to SCSC 1n entorcing
this per151on.

11. Trolleson agrees that 1t will provide; and will

‘. require any contractor utilized in the englneerlng,_constructlon

or installation of SCSC Service Facilities to provide, all records
of work pertormed and the cost thereor, and that 1t will provide
for a final project auait by SCSC internal auditors and/or by

an 1naependent certitied public accounting tirm écceptable to

Tolleson and SCSC. Any cost involved in the project audit shall'.’

be porne by SCSC and to the extent possible shall be paid trom

the proceeds of the tinancing under Article II, Section 7.

Section b - Prohibited Distnarges

l. "~ Subject to Paragraph 2 ot thi1s Section 6., SCSC

snail not discharge or permit to be discnarged into. any service

line or 1into the sewagé to be treated under this Agreemént any

of the substances 1n excess ot the limits set rorth in City

of Toileson Ordinance No. 223 N.S. dated April 12, 1983, and

as such ordinance 1s required to be amended by USEPA mandate.

2. Tolleson-shall notify SCSC of any propoéed amendments,

-

mOogiricatlions or promulgation of USEPA requlrements“or-any other -

USEPA guidelines as a condition to SCSC's obligation regarding

any reqguirement under the amended or moditled ordinance. . SCSC

-12-




shall have 60 days from receipt of the notice of the eftective

date ot such amended or moditied ordinance within which to comply

with the émended or’modifled ordihance. In the event the USEPA

compliance date is less than bU days, SCSC shall comply with
the’USEPA mandated effective date.

3.. Tolleson sha;l provide immediate telephone notice
to SCSC, tollowed by written notice within seven days,'ot fecelpt
of notice to Tolleson of the USEPA mandate. SCSC shall have
the right to contest any USEPA ﬁrbposed amendmeﬁt Or moditication

of existing USEPA rule, regulation or guideline. Such contest
shall be at SCSC's expense. Tolleson will cooperaté with SCSC's
contest ot the USEPA action or proposed action. Any penalty"

vresulting from the cnaliehge‘snaii De,borne'by SCsC.

- 4. -‘Tolleson shall have the right to enter onto and
inspect any SCSC propérty-or‘tacility,.of SCSC-cQstomer prOperty
or facility to the extent SCSC has 5u¢h'r;ght, for thg purpose

of monitoring compliance with this Pronlblted'Dlscnarges requlfemenﬁ.

Section 7 - Financing

1. Tolleson, thfqugh the Finance Corporation, shali
cause tax-exempt 1ndhstr1al deveiopmeht bonds to pe 1ssuedrin
amount of $13,9Y35,000 to pay costs associated with construction
and 1nstallation ot the SCSC Serviqe Eac;llfles,a}nciudlng, but
not limited to, f1nan£1ng,.engineerlng~and thé'fegﬁfor the usufruc-
tuary 1nterest tor service rights 'to the existingvToiieson Waste-~
water Treatment Pian£ tacilities necessary to provide the Services
 unger this Agreement. The amount to be tinanced will De:net c>r...[.l

s
.




. . - .

any allowable inter. ¢ earnings on those funds Jiring the construc-

tion period. The usufructuary interest amount of $500,000 for

service rights to existing Tolleson Wastewater Treatment Plant

facilities shall be paid to Tolleson subséquént to issuance of

said bonds and satisfaction of all conditions'precedent“coﬁtained
in Articlé V, Section 1. | |

‘2. Tolleson shall retain for the purpose of this bond
issuance, Rauscher Pierce Refsnes, Inc. as a bond consultant and
Gust, Rosenfeld, Divelbess & Henderson as bond counsel.

§ﬁ~ At SCSC's election, Tolleson shall use its best
efforts to cause the bonds to be refunded and néw bonds to be
iésued in an amount sufficient to satisfy éll principal, integesﬁ,

and other costs associated with the bonds referred to in Article

'Ii, Section 7, Paragraph 1, provided (a) that SCSC shall reimburse

Tolleson and the Finance Corporation for the cost and expense
of the refunding and (b) that Tolleson shall have no obligation

to CauSe ahy such refunding if nationally recognized,bond counsel

satisfactory to Tolleson and SCSC cannot opine that interest on

the refunding bonds (other than bonds held by substantial users

and related persons) would be exempt under Section 103 of.the

Internal Revenue Code, as amended.. In the event that refunding

bonds shall be issued, Rate Component One shall be adjusted accor-

dingly. - -_ , .

-

4. SCSC shall have the right to review and approve

the entire scope of work and fees of the bond consultant and bond




counsel, and Toiltton shall ndt_ekeéute any .greemént with said
consuitants_pertalning to the Dond_iésue prior.to éucn written
'approval. ~Such approval shall not be unreasonably-withheld.
It is agreed by the parties neretottnat the bonds to be issued
‘under this Agreement shall not be 1ssued until the Condltlons
Preceaent in. Artlcie V, Section 1 have been tultilled.

5. SCSC specifically retains the right to .approve
the tollowing: ' .

T AL The amount of'the tinancing necessary to fund
the engineering, construction, installation’and‘lntefest during
cénstruction of SCSC Service Fac1lit1és, the fin;ﬁc1n§ costs associ-
ated with the 1ssuance of the bonds, the torm of Indentﬁré to
'be 1ssued by Finance Corporatlon and any Agreement between'Tolleson
and Flnance Corporatlon regarding tnevSCSC Service Facilltles.
" The Indenture and Agreemeht to be approved‘ﬁndérvthls Péragraph
54 snall not be amendea w1thout'tné prior_wr}tten'consent otVSCSC.

| B.‘ ‘The selectlon’of the ttustee td bé&utiliied

during the term ot the Donas tb be 1ssued by F;nan;e Corporation.

It 1s agreed by’the,partles'that thé trustee will be a national
or'stéte Dang'dom1c1led in Arizona. | .

6. -Tolleson shall cause bond'éounéel to 1ssue a re-

‘Llance letter to SCSC at tnelbond closing permitting SCSC to rely

upon bond counsel's opinion that the bonds have been legally and

validly 1issued, and that under laws, reguiatlons, rulings and
decisions existing on the date of i1ssuance of the bonds 1interest

on the bonds 1s not subject to tederal 1i1ncome tax under ‘Section

.
»
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103 of the Interna. Reveﬁﬁé Code of 1954, as ;mended‘except with
respect to interest on any bond tor any period during which ahy
such bond 1s held by a person who 1s a substantial user of the
project or any related person within the'méaning of\Sectlon.lUB(b)

of the Internal Revenue Code of 1954, as amended.

7. Tolleson covenénts‘to SCSC that 1t will covenant

‘'with Finance Corporation to provide the tollowing:

A.  Finance Corporation will not amend the Inden-
ture without Tolleson's consent.
| B. Finance.Corporation éhall eq§orce the terms
of the Indentuie and nbt Qalve such terms without Tglieson'é con-—
sent.“ | | |
8. Tolleson covenants to SCSC:
A. ‘That 1t-will~hold Finance Corporation to‘the
covenants set‘torth in Paragrapn 7 above, and entorce those'against
Finance Co;poratlon.
B. ‘That 1t will not consent to any walQEr of.
Paragrapﬁ 7 above, without SCSC's consent.
cC. .That 1t will not'amend thelTolleson/Fihance
Corporation agreement and will entorcé tnét agreement against

Finance Corporation in- accordance with 1ts terms..

Y. It 1s speciflcally'agreed by the parties that SCSC

shall have no direct liability to the holders ot the. bonds 1ssued
| by Finance Corporation or to the Trustee for the payment of princi-

,pai and i1nterest. SCSC does not in any way guarantee any of

Finance Corporation's obligations to said bond holders, but 1s

’
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responsible only for performahce in accordance with the terms

and conditions of this Agreement. SCsC acknowledgés that the

payments of Rate Component One under this Agreement will be as-

signed and pledged to‘FlnancexCorporatlon and in turn assigned
and pledged to the Trustee under the Indenture to secure payment

of principal and interest on the bonds 1ssued by Finance Corpora-

‘tion.

10. - Tolleson shéll not, and shall not permit Finance
Cdrporation to, exercise any optional redemption of the bonds
without the prior written conéeﬁt of scscC.

1. SCSC shall have no liability to Tolleson or any -
chet‘person_as a result ot the rights ét appro§a1"granteg to,

SCSC hereunder.

Section 8 — Billing and Payments
1. Rate Component One shall be due and payable on

the tirst of each month commencing September 1l, 1y¥g. In the

-

event such payment 1s not timely received by the trustee,'the'

trustee shall give written notice to SCSC, whereupon SCSC shall

wire said funds to the trustee within two business days. In the
event a tailure by SCSC to pay any 1instaliment ot Rate Component
One bn a timely basis results in the acceleration of paYménts

of principal and interest on the bonds 1ssued by Einance Corpo-

‘ration, all remaining payments of Rate Component Ome as set forth

in Article IV, Section 2, Paragraph lA, shall become immediately

due and payable, to the extent necessary to pay the accelerated
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payménts of principal and accrued interest on such bonds, and
costs payable Dy,Finance Corporation under the bond 1ndenture.

2. Invoices réndéred pursuant to the Rates and Cnarges»'
set torth in Article IV snail pe submitted monthly to SCSC by
the fifth of the montﬁiand<shall‘conta1n statements of the meter

readings at the beginning and at the end ot the monthly billing

~period, itemized charges for services rendered and such other

perplnentainvoice data as may be required by SCSC. SCsC snail
pay each invoice so rendered within twenty-tfive (25) days of the
receipt tneféof.

3. Should SCSC dispﬁte any portion of.thé monthly
billing, other than Rate Component-One which shall not Dbe disputed,'f.
the following procedure shali be utilized.

A. Payment shall not be withheld, but may be ;ontested

pursuant to Paragraphs B through‘D hereinbelow.

B. SCSC shall pro§ide written nqtlde!té'Tolleson,yithla
3U’days of the receipt of the monthly invoice set-
ting forﬁh the basis for ﬁhe disputé and indicating
the contested dollar amount.‘

Cc. The disputed matter, if not otherwise resolvéd,
.shall be submitted td arbitration within 30 days
of‘;he nptice pro#ided ﬁnder'aItlclé II, Section:
8, Paragraph 3.B. Arbitration shall be conducted
in accordance with the ArizonaAUniform Rules of

Procedure tor Arbitration.




D. The arbiter's decision shall also award the éren
vailing party simple interest on the amount awarded, o
computed daily at a simple annual interest rate
equal to two’ percentage p01nts above the prlme
interest" rate‘of_the trustee as establlshed‘on:
the first day of the month in which the decision
is rendered, plus reasonable attorneys’ fees and
actual costs incurred. '

4. In the event‘SCSC does not make timely payment

of Tolleson invoices for Rate Component Two or Rate Component

Three, there shall be assessed a late_penalty from the due date
to the date paid, computed daily on a simple interest basis-at

an annual interest rate of two percentage points above the prime

interest rate of the trustee as established on the first day of

the month'in which the payment was dhe, plus reasonable attorneys'

fees associated with collection of the payménta}_ .

5. Performahce of the Rate Component One portion of

this Sewage Treatment Services Agreement by SCSC shall be guaran-

'teed by SCSC's parent corporation, Citizens Utilities Company.

ARTICLE III

TECHNICAL PROVISIONS

Section 1 - Measurement of Sewage Quantltles *

All sewage delivered by SCSC to Tolleson shall be mea-

[

sured by the existing metering equipment owned by SCSC and located
in SCSC's metering structure located approximately 1000 feet north

of the intersection of Olive Avenue and 99th Avenue. Such metering

L
’

-19-




TR & & % i

q‘m‘

L ma R MR MR SR R B W

- Model No. 50 US 1111A1l. All flow is measured in thousands of

- in ?aragraph 3 hereinbelow shall be made in the,amount billed

equipment includes an 18-inch Parshall flume, Fisher Porter Model
No. 10F 1940, with indicating electronic recorder/totalizer, Fisher . R

Porter Model No. 51-1102 and electronic transmitter, Fisher,Pofter'

gallons and flow data is transmitted to the Tolleson Wastewater .
Treatment Plant through telephone lines leased by SCSC.

Section 2 - Meter Tests

1. In the event that the meter installed forbmeasuring
the guantity of sewage delivered to Tolleson fails to registe;,V
Tolleson aﬁd sSCscC shall;estéblish ﬁge duration dpring which the.
meter failed to register and the estimated quantity of sewage
deliverédkthrough such meter during such ﬁeriéd and, upon agrge-. .

ment, an appropriate adjustment based on the procedure set forth

to SCSC,

2. The meter‘installed for meashrihg.the guantity
of sewage delivered to Tolleson shall_be tested for aécuracy every
six months. The pariies heréto shall also have the right, upon
written notice to the other, to demand and have a‘test ﬁade'of
the accuracy of the meter installed for measuring_the guantity
of sewage deliveréd to Tolleson. Thé expense of the semi-annual
test shall be borne by SCSC and the expense, of any additional
requested meter test shall be borne by the party réquestlng the
test. Tests shall be performed by a mutually agreed upon agency
orvcorpbration and the results of suéh tests shall be furnished

to both Tolleson and SCSC. If any such test shows any meter to %
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be registering within twobpercent,’plus or minus, of the oorreot
guantity,_it shall be considered accurate. .In the event a meter
is determined to be inaccurate, an adjustment for the flows above
- or below the stated range shall be made to the recorded flows
for one-half of the period since the last meter test.

3. In the event the meter fails to record any flow,
the average daily flow determination for any unmetered.period
shall be calculated using the fourteen (14) day period just prior
to and the fourteen (14) day period subsequent to any unmetered
period asfthe average daily flow for the period not metered due
to equipment failure.

ARTICLE IV - -

RATES AND CHARGES

" Section 1 - Commencement of Payments

1. Commencrng'September 1, 1988, sCsC shall_pay Rate
Component One as set forth in Article Iv; §ection 2h Paragrapn
1A. During its applicable term, this rate component shall be
unconditionally paid by SCSC, irrespectiye of whether SCSC has
‘received an invoice therefor.

2. Commencing the first month after the date on which
the Marlcopa County Health Department issues its operating permlt”
for the Plant Expan51on and after which sewage is first treated
in the Plant Expansion, SCSC shall make monthly paYments to Tolle—,
son for Rate Components Two and Three. Monthly invoices received”
by SCSC from Tolleson for Rate Components Two and Three shall
be subject to audit at SCSC's expense. R x

- ’ ’
- v
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Section 2 — Determination of Payments

1.

Said monthly invoices shall consist of the sum

of the following Rate Components:

A,

Rate Component One - User Fees For SCSC Sérvice

Facilities. Rate Component One shall be one-tweltth

of the Annual User Fees on the twenty-year tax-

exempt bonds, the proceeds ot which were used to

finance, engineer, construct and install the SCSC
Service Facilities and pay the usurructuary ree
tér Sewage Treatment Service rights to existing-
Tolleson Wastewater Treatment Plaﬁt tacilitaies
(usutrUctuary ;nterest), as set forth in Art:cle -,

11, Section Y, all necessary to provide Sewage

‘Tfeatment Services of 5.2 mgd and the related

tranqurtation services pursuant to this Agreement,
plus reasonable monthly fees of ﬁhe-trusteg; "Any
amounts doilected tor bond reserve oOr bond interest
coverage shall be applied égalns; principal and
interest payments due at‘tne end of the bond 1§sue
so that no credit Délance.remalns aftér-the bonds
are tully retired. Any.Excess Construction Funds.
as defined in thebbond‘lndentuge shall be applied
against prlncipél paymenﬁs as ﬂne§ttirst‘become
dué and payaSle. Tne'User,Fees shall be adjhsted

to reflect those lesser principal requirements.

¢
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This User Fee shall cease upoh retirement or redemp-

tion of the bond issue, whichever occurs first

and shall be adjusted to the actual principal and

interest cost in the event there is a pértial redemp-
tion;of the bonds. 'Tolleson shall or shall cause
Finance Corporation to direct the trustee to erosit
all monthly User Fee payments in an interest bearing
eSCrow account»held by the bond trustee, which
account shall be used by Tolleson to make bond
principal. and interest payments.. Interest earned .

’

on any funds, including but not limited to bond

0

reserves or interest coverage reserves, held- by

" Tolleson, the Finance Corporation, or the trustee,

rshéll be applied to reduce Rate Component One.

All investment earnings, net of payments required
to be made to the United States government or other

parties, resulting from said deposits shall be’.

applied annually to’reducé SCSC's Rate Component

One obligation under this Agreement.

Rate Component Two - Operation and-Maintenance

Charge For Sewage Treatment Sérviées, Rate Com-

ponent Two shall be the cha;ge‘for the pro rata

-

portion (on an actual flow basis) of the operation
and maintenance expense; as defined herein, for
treatment of the sewage delivered to Tolleson

by SCSC. Rate Component Two shall be computéd

- LA
¢

1
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as follows: the difference 1in monthly_meter'fead~

- ings, multiplied by the operation and maintenance

expense per thousand gallons of sewage treated

at the Expanded Facilities, applicable to SCSC,

Peoria and Tolleson, and adjusted for the operatloh

and maintenance expehses’assignec to Tolleson and
Sunland Beef Company (sunland) under thé terms
ot an agreement between Tolleson and Suniand dated
March 29, 1983. Said operation and maintenance
expense per thousand gallons shall be established
each July 1§ ti;calvyear and shall be the average
expense per thousand gallons actual;y incuf}ed:n
by Tolleson during the twelve months immediately
preceding the revision ot this "Rate Component Two.

The first year charge shall be based upon the design

engineer's estimate tor tirst year operatien and

‘maintenance expenses and shall be mutually agreed

upon. The operation and maintenance expense cate-
gdries to be utilized in this Rate Component Two,
and the estimate ot first year expenses to be used

for the July 1 tiscal year 1988 are listed 1n

-

‘Exhibit D, attached hereto and incorporated herein

-

for all purposes. ‘In subsequent years the operation
and maintenance expenses shall be computed as the

prior years actual operation and maintenance ex-

pense, adjusted by the average ot the prior three




years CPI-uU Phoenix factor not to exceed ten

percent. At the end ot each July 1l tiscal year,

a‘reconci;iatiod of the actual operatlon‘and maln-
tenance expense per,tnousand gallons'versus.the
éstimated operation and malntenénce expehses per
thousand‘galions shall be conducted. The devia—
tion per tbousand gallons times the quanilty of |
sewage actually treated during that July 1 tiscal
year shall be credited/charged to the appropriate
party, or parties so as to pe;mi; the recovery

of actual costs. This reconciliatxon of actual

_costs shall also include interest for a stipulated

six-month period at the prime interest rate of

“the trustee as established on the tirst day of

the month in which the payment 1s due. . This true-
up ot operation and‘maintéhaﬁce expehges shall
be made on. the August monthly billing. -

Rate Component Three - Replacement and Contingencies

Reserve. Rate Component Three shall be a chgrge
crédited to the Replaéement and Cont;ngencies Re-
servé, which Reserve shall be'interest pearing.
~Each _month the.sﬁm of $1,500 shall be charged until
SQSC‘S'proﬁortibnate snare ot sich Reserve, in-
cluding the interest thereon, aggregﬁtes the sﬁm
of $90,UOU. The SCSCﬂproportionate share ot this

Reserve 1s subject to adjustment to reflect thg

- ’
4




sy
¢ B

" ’ 3 v 3 4 &l EAR | T 7
moEmE R

.

. \
1

at the atoresaid monthly sum. Interest shall accrue

SCSC proportionate share of the reserve necessary

tor "Replacement" as defined by the USEPA regulation

(Federal Register, September 27; 1978; Appendix‘

B to Title 40, Chapter‘l, Part 35, Suppart E, and
as may be amended from time to time) and as approved
by the USEPA. Thereatter, this Rate Component

Three shall not be charged and the interest accrued

thereon shall be used to reduce Rate Component

Two, except that when any money 1s paild out of

such Reserve tor the purposes avthorized below,

billing of Rate Component Three shall be resumed

to the reserve and such payments and accruals shall

be made until such Reserve has Dbeen restored to

:the,aggregéte amount of $90,000. Moneys credited

to said Replacement And Contingencies Reserve shall

be used only for the payment of SCSC's pro rata.

share (on a capacity basis) of the cost ot extra--
ordinary maintenance, necessary repailrs and routine

replacements, the payment for which no other funds

'are avallable, in order that the Expanded Facilities

may at-all times be able to treat gne sewage  de-
livered under this Agreeméht. !All'earned 1§£ere$t
attributaple to SCSC and monies remainingvln sa1d
Repiacement and Contingenciés Reserve at the expira-
tion ot this Agreemgnt or. any ei;ensioﬁ ot this

1
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Agreemeﬁt Shall be paid to scsc by Tolleson within
60 days Oflsald expiraﬁion or extension.

2. Should capitél expenditures for completion of or
additions to the Expanaded Facilities be required tor the benetit
of SCSC, which additions andleipenditures shall be;apprdved by
SCSC 1n advance ot constfuction, To;leson shall'use‘its best
efforts to arrange fof funding suéh_additlons at the‘lowest
possible cost available to municipalities; SCscC égrees to pay
an additional monthly charge equivalent to the principal and
intérest.aﬁd all other reasonable expenses applicable to 1its propor-
tionate ~share of such additions.

3. Calculation of‘Rate Componént Two and Three payments
to'Toliesonvduringvthe tirst year ot operation shall Dbe provided
"bf Tolleson to SCSC at least ninety (90) days prior to the date
sewage is to be tirst delivered hereunder. Should the annual
Tolleson audit of financial data differ from.the unauditgd finan-
kc1a1 adata, the appropriaté adjustmeﬁt shall Dbe made on ;ng’sub—
séquent anniversary date for revision of the rate compdnénts.

4., No othef rate componentskof charges other than
those listed 1n Article IV herein shall be applicable to services:
provided to SCSC by Tolleson pursuant tq this Agreement. :H It is
acknowledged by the p§;t1es tnat,éeruain'operqﬁion\and maintenance
‘expense catego;ies-covered by'Article 1v, ééct&én 2, Paragraph-
1.B, and as set forth in Exhibit D may be unknown at tné time

of execution of this Agreement. Those additional operating and

~
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maintenance expenses and fees that are required to meet subse-
quent legal and regulatory requirements to operate the plant,

but not such costs as set forth in Article V, Section 3, Paragraph

4, shall be allowed in Rate Component Two. In the event such

charges are imposed by any governmental entity, SCSC may instruct

Tolleson not to pay such chargés or to pay them under protest.

- 8CSC shall hold Tolleson harmless in that event and SCSC may defend

against those charges at its own expense. Such protest by SCSC
shall not be considered a default under this Agreement.
5. - SCSC's obligation to make Rate Component Two and

Rate Component Three Payments are subject to the provisions of

Article V.

Section 3 - EXcess Flow Consideration

1. So as to protect Tolleson from the receipt of flows

from SCSC in excess of those average daily'flows for the maximum

month contained in Article I, Paragraph 4, the éCSC Service Fa-

cilities to be constructed under this Agreement shall provide

the necéssary facilities to limit wastewater flows into the Tol-
leson Wastewater Treatment Plant. Such flow-limiting devices
shall require Tolleson's prior(written approval. Such approval

shall not be unreasonably withheld.

*

2. In the eveht SCSC elects to share utilization- of

-

‘the services under this Agreement with other-usefs, SCSC will

provide contractually with the other user or users for a fail-

safe flow-limiting procedure to preclude the possibility of SCSC

- ’
- ’
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exceeding its average daily or peak flow limits. This flow—

1imiting procedure must have Tolleson's prior written approval.

3. It SCSC is unable or unwilling to limit their flows

to those referenced in Articie 1V, Section 3, Paragraph 1, it

is agreed that SCSC._shall pay to Tolleson the following consi-.

deration tor Tolleson treating sewage 1n excess ot the average

daily flows for the maximum month £lows under Article,I, Paragraph

4:

It flows exceed the allowable average gallon
per day rate tor the maxlmum,mﬁﬁth under this
Agreement, the payment to Tolleson shall be
the sum eqﬁa; to 25% ot the total RatéJCdﬁ—
ponent Two paid by SCSC for the 30—day period_

in which the violation occurred.

.If flows exceed 105% of the allowable averagé

gallon per day rate tor the maximum month

under thlS Agreement, the paymenﬁ to,TolleSoh
shall pe a sum equal to 50% ot the total Rate
Component Two paid by SCSC for the 30-day
period in which the violation occurred.

It flows exceed 110% of the.allowable average
gallon per day rate tor_tné‘max;muﬁ month-
under this Agreement,‘the.pé;hent‘to‘Tolleson
sﬁali be the sum eqgual to 75% ot the total .

Rate Component Two paid by SCSC for the 30-day

period in which the violation occurred. R

- *
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D. If flows exceed 115% bf the allowable average
.;galion per. day rate for ﬁhe maximum month
under this'Agreement, the payment to Tolleson
sha;l be the sum egual to 100% of thé total
Rate Component Two paid by:SCSC for the BO-day.
period in which the violation occurred.
4, The payments under Xrticle IV, Section 3, Péragraph

3 shall not be cumulative and shall be the exclusive remedy of

"Tolleson for excess flows, subject to the provisions of Article

II, Section 1, Paragraph 4..
ARTICLE V

GENERAL PROVISIONS _ ' -

Section 1 - Conditions Precedent

1. This Agreement is expresslyvsubject~tb'and condi-
tionediupon the foilowing events, which may be waivedfby SCSsC
providing written notice to Tolleson:‘ S "

A; The Fedefal Ehergy'Regulatory‘Cohmission's
approval of the guaragtee by Citizens‘Utilities Comp;hy, or a
disclaimer of jurisdiction by the Federal Enefgy Regulatory_tommis—.
sion.

. B. The approval of this Agreement by‘the Arizona
Corporation Commission.. o~

-

C. ~ The approval by the Arizona Corpbration Commis—

sion of a surcharge for recovery of all costs under this Agree-—

- ment which, in SCSC's sole judgement, will, in fact, enable SCSC

to recover all of the costs to SCSC resulting from this Agreement.

’
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this Agreement on or before August 30,

-provided for in Article II, Section 5, Paragraph 6.

D. VThe execution of the sewage transportation
services‘agreement with Glendale provided for in Article II,
Sectionvq, Paragraph 3.

E. The issuance of the. bonds contemplated byv
1985 or as extended by’
SCsC. :

F. The execution of the contract between Tolleson
and Peoria for the constructionbof the Pedria’Service Facilities
Said contract
shall provide fdr the operation and maintenance.expense per thou-

sand gallons to be equal to that charged SCSC}

2. This Agreement is further subject to and conditioned -

© upon SCSC furnishing to Tolleson either a written waiver of condi-

tions A through E of Artlcle V Section‘l;'Paragraph 1, or if
these conditions are not waived and have been satlsfled then SCSC
shall furnish Tolleson with a copy of the governmental approvals
and agreements set forth in said sub~paragraphs A through E;
together with a letter from SCSC acknowledging satisfaction of
such cdnditiOns precedent to this Agreement. .Toiieson shall
furnish SCSC with a copy of the executed Tolleson/Peoria Agreement
referred to in sub-Paragraph F.

-

5. Notw1thstand1ng the prov151on of Se¢tlon 1l of this
Artiele v, should the conditions precedent not be satlsfled, or
waived, SCSC shall nonetheless remain liable for the financing

and engineering charges set forth in Article II, Section 5, Para-

graph 3 of this Agreement.

-31- ’ A




‘-g
—_—

Section 2 - Access to Facilities

Authorized representatives of Tolleson will be allowed
access to SCSC's metering station and‘representatives of SCsC

will be allowed access to the Expanded Facilities at all reasonable

‘times.

Section 3 - Risk: Liability{‘lnsurance; Penaiiies

1. Tolleson shall perform all conseruction and all
sewage treatment and related transportation services under this
Agreement solely at its own risk.,and in case of accident, damage
or destrucﬁion of the Plant Eipansion or Expaﬁ@ed Facilities » N
necessary to perform the treatment sefvices under ehis Agreement,
Tolleson will replace or repair forthwith whatever is daméged:'
or destroyed to the setisfaction of SCSC and at Tolleson's own
expense.

2. Tolleson hereby assumes_full responsibility,and

liability for the injury or death of any persén{.or'perséns, or

loss or damage to any property, or to SCSC, contributed to or

caused by Tolleson's failure to perform its obligations under
this Agreement or by the active or paseive negligence of Tolleson;
its agents, servants, employees; or subcontractors in the execu-
tion of the constructlon or services to be performed under this
Agrezment. The approvals of SCSC under this Agreement shall not
create any responsibility or liability for SCSC« All responsi-
bility and.liability shall remain with Tolleson as owner and
operator of the SCSC Sefvice Facilities and as the responsible

party for the financing of the facilities. Tolleson will indemnify *

’
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and hold harmless SCSC, its officers; directors, agents and em-

ployees from and against claims or expenses, including penalties
and assessments, to which they or any of them may be subjected
by reason of such failure to perform, negligence, injury, death;

loss, claim, penalty, assessment or damage, and in case any suit

or other proceeding shall be brought on account thereof, Tolleson

will assume the defense at Tolleson's own expense and will pay
all judgmehts rendered therein.

;. Tolleson agrees.to procure and maintain all insur-
ance on the Plant Expansion and Expanded Facilities_construction,
operation, and comprehensive general liebility,'under Article
V, Section 3, Paragraphs 1 and 2, including insurance, 1if avaiiabie'
at a reasonable premium approved by SCSC, which sﬁali‘be‘adequate
to relmburse SCSC for the User Fees in the event and for the period
of time that services under this Agreement can not be performed
for e_perlod exceedlng thirty (30) days. SCSC s entltlement tov
the benefit of such insurance shall be 1n,add1t10n to any other
rights and remedies SCSC may ha&e at law and‘in equity...Such
coverages shali be in content and amounts adeguate to cover the
risk commensurate with the construction of facilities and provision
of sewage treatment services to be performed under this Agreement..
Cost of_such insurance shell‘be included as ansqperatihg.apd

maintenance expense category of Rate Component Two as shown on

Exhibit D, except User Fee reimbursement insurance, the premium

for which shall be borne by SCSC.
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4. Any penalty, fine, assessment, 1egal expenses,

or c1v11 damages assessed against Tolleson for any willful or

' negllgent om1551on or commission assoclated with the construction,

operation (including but not limited to prohlblted discharge pen-

-~ alties) or maintenance of the Expanded Facilities not in accordance.
with any federal, state or local statute, rule, regulation or
procedure, shall be borne solely by Tolleson and shall not be

included in the Rate Component Two under Article IV, Section 2,

Paragraph 1.B or in any other rate or charge to SCSC, unless it
is established that such fine or penalty was the’'result of some

action or inaction of S5CSC. The parties agree that all administra-

tive and legal expenses, including costs associated withlanix

lawsuit regarding the Tolleson Wastewater Treatment Plant filed

as of the date of this Agreement, and any damages or obllgatlons}

resulting from an adverse ruling or appeal thereof are spec1f1cal-

ly excluded from computatlon of Rate Component Two.‘ -

-

5. Tolleson agrees to indemnifY’and hold harmless

SCSC and its Guarantor against any damage, llablllty, loss, cost-

or expense including attorneys fees incurred by them or either

of them and.arising directly or indirectly from (i) any misrepresen-

tation other than by SCSC in any agreement pertaining to this

Agreement or the design, construction or flnanc1ng of the SCSC
Service Fac111t1es and (11) any omission of materlal fact or mis-
statement of material fact made other than by SCSC in any of the

documents associated with the financing referred to in Article
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11, Sgction 7, including without limitation the official statgmeht
in respectvof”the bonds.

6. SCscC hereby agrees to indemnify and hold harmlessi
Tolleson against any damage, 1iabili£y, loss, cost or expehse
‘ including attorneys' fees incurred by Tolleson and ariSing directly.
or indirectly from (i) any misrepresentétioh by SCSC in thisbAgree—
ment and (ii) any omission of material fact or misstateﬁent of
material fact by SCSC or its Guarantor in any of the documents
aésociatgd with the financing referred to in Article Ii, Section
7, including,withoutzlimitatioh_the official statement in respect
of the bqnds.

Section 4 - Effluent Credits

Tolleson hereby agrees that SCSC or its designee shall
receive itS pfoportionate share of all applicabie credits for
return flows, exchanges or groundwater recharged under,yater‘user
provisions of any Central Arizona Projecﬁ'rélatedvcoqtract or .’
Arizona Groundwater Code_requirement, or any management plan estab—
iished thereunder, or any subseqguent court decisioﬁ affecting
Tolleson's effluent dispositidn. SuchAcredits, exchange or
recharge recqgnition‘shall fully reflect SCSC's p;oportionate
share of influent flow in gallons as measured at thé netering
structﬁre as set forth in Article IIi, Sgct;oﬁ~f, herein. This

credit shall not include‘the economic benefits rélated to effluent

sales by Tolleson to third parties.
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Section 5 - Notices

All notices or communications hereunder shall be sent

“to Tolleson, addressed as follows:

.with copies to:

or to such other addresses as Tolleson may advise SCSC in writing,

and to,SCSC'at:

with cbpy to:

City of Tolleson

Attn: City Manager

9555 West Van Buren
Tolleson, Arizona 85353

City of Tolleson

Attn: Director,
Wastewater Treatment Plant
9555 West Van Buren
Tolleson, Arizona 85353

-and

City of Tolleson

Attn: City Attorney N
9555 West Van Buren :
Tolleson, Arizona 85353

Sun City Sewer Company SRR -
Attn: William J. Raymo, Manager

(15626 North Del Webb Boulevard)

P.0O. Box 1687 , _

Sun. City, Arizona-. 85372

Sun City Sewer Company
Attn:  David E. Chardavoyne

"Assistant Vice Presidentw

‘High Ridge Park .
Stamford, €T 06905 3 .

-

or to such other addresses as SCSC may advise Tollesdn in writing.

Section 6 - Default

1.

It is specifically agreed that (a) the default

bvaolleson under its agreement with Finance Corporation, or {b)

- 7]
- ' ’
1
1
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the default”of Finance Corporation under the bondllndeﬁture,
including any acceleration of payments that may result from detault
»(a)»or (b) above, unless éuch default or acceleration 1is due;to
thé non-payment ot Rate~Component One by scsc; or (c) an adyersé‘
:uling by the Internal Revenue Service as to'the’tax—exempt status:
of the financing for ﬁne SCS& Service Facilities, shall not cause:
any adgitional liability or obligation for SCSC or its GUéranth‘
to anyone, sO long as SCSC othe;wise”pérforms its obligationg
under this Agreement. .

-2, The agreements between Tolléson gnd.Finance Corpo-
ration and the financing documents.of Financing’Corporation shall

specifically acknowledge the provisions'of this Section 6.,

Section 7 - Successors and Assigns; Right of First Refusal

1. This Agreement shall inure to the benefit of and
be binding upon the parties h?reto,ltheir 5uccessor§ ahd:assigns;_
provided‘however that aﬁy assighment shall be approved by the
other party, which approval shall not'pe unreasonébly Qfﬁhheld.'

2. No£withstanding Paragraph‘l of this éection 7,
Tolleson specifically reserves the right to assign and plgdge'
its right tovthe payments under this Agreement té'secure the
financing of the SCSC Service Facilties.

-3. During the term of this Agreement, Tolleson shail
not séll, assign, mértgage, transfer §r'hy§othaca;e all or anyi
portion}of its interest in SCSC Service Facilitiéé without first

obtaining the written consent of SCSC. SCSC will not unreasonably

“
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withhold its consent. If such consent is given, Tolleson shall -

provide SCSC with an agreement.satisfactory in form and substance
to SCSC which shall assure SCSCVthat any successor. in interest
to Tol1éson,shall perform all of Tolleson's obligations under
this Agreement in accordance with its terms. Any sale‘and sale~

back or sale and lease-back shall not require. SCSC consent,

.provided the operating control of the SCSC Facilities remains

‘with Tolleson.

4. Prior to any disposition of the WWTP, except a

disposition covered by the last sentence of paragraph 3, Tolleson

shall afford SCSC with the option to purchase the WWIP at a price

and on the same terms and conditions as are offered to Tolleson. |
In this connection, promptly upon receipt of an of fer from a‘third
party who is not in anyway affiliated to or with Toileson such
as Finance Corporation} or a similar entity controlled by Tolleson,
to purchase‘the WWTP, Tolleson shall proviﬁe'SCSCAwith a copy
oﬁ such offer. SCSC shall have ten (10) business days from ;eceipt'
of the offer to notifyiTolleson of its deSite to burchaée or not
to puréhase the WWIP. If it elects to purchase the WWTP, S;SCL
under the same terms and conditions as.in the_third Qafty}bffef,v
shall have the same rights as provided by the third partf offer.
If SCSC elects not to Qurchase the WWTP under the saﬁe terms and
conditions as tﬁe thi;d pérty offer, Tollesos shéll be freé_to
dispose of the WWTIP to the third party offeror. If the sale to

the third party offeror does not close, this provision shall be
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applicablé to any subsequent proposed disposition ofvthe’WWTP;

If SCSC does not advise Tolleson in writing of its acceptance.

of the thifd party offer to purchase the quleson WWIP within
ten (10) business days of reqeipt oﬁ the notice of sale from
Tollésoh,‘Tolleson shall be free to proceed-with the sale to.thé
third party and such third party'shall perform Tolleson's obliga-
tions under this Agreement. | - |

Section 8 - Miscellaneous

This Agreement may not be modified or amended except
by a wriﬁing signed by both parties. This Agreement,shall be
governed by and construed in accordance with the 1a§s of the Staten
of Arizona. This Agreement constitutes the entire agrgemEnt
and understanding between the parties Qiﬁh reépect tb'the subjéct‘
matter hereof and‘expressly sﬁpersedesland révokes all other prior

or contemporaneous promises, representations and assurances of

any nature whatsoever with respect to the éubject matter hereof.

The'remedies,provided in this Agreement in favor of SCSC or-

Tolleson shall not be deemed their exclusive remedies but shall
be in addition to all other remedies available at law or in
equity. In the event any provision of this Agreement is for any

reason adjudicated deficient, unenforceable, irregular and/or

invalid, the parties hereto and each of‘them3.will promptly,

&

and to the extent reasonably,bossible,.take such*action or proceed-

ings as may be necessary to correct such deficiency or otherwise
validate that provision. If any provision of this Agreement is

declared void or unenforceable, such provision shall He'deemgd

¢
‘
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SEWER COMPANY have caused this Agreement to be signed by their

‘respective Officers and attested by their respective City Clerk

severed from this Agreement, which shall otherwise remain in full

force and effect. No waiver by SCSC or Tolléson of any breach - oy

.by the other party of any provision of this Agreement‘nor any

failute by SCSC or Tolleson to insist on strict performance by
the other party of any provision of this Agreement shall in any

way be construed to be a waiver of any future or subsequent breach

“or bar the right to insist on strict performance of the provisions

of this Agreement in the future.

IN WITNESS WHEREOF, the CITY OF TOLLESON and SUN CITY

and Assistant Secretary and their seals affixed hereto, allw.as."

~of the day and date first hereinabove set forth.

TO FORM: CITY OF TOLLESON, a municipal

'corporatlon i %<7
74
(,{(Q./\ /) S[/Cl).{ (//
Mayor .
SEALY !
,éE;EST ‘
Ve
.'\[/'/r//r/— (/‘ ’(C/(/_/"/
City Clerk : )
SUN CITY SEWER COMPANY
By 08%0/ {D M:D
: I Its pssistant Viee /Dre'sdfnr
SEAL | | . |
ATTEST: ' ;
Am/€4{2613% ' ' : B .
A551stantf‘°c*etary . e A
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