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‘ COMMISSIONERS

‘ JEFF HATCH-MILLER - Chairman
| WILLIAM A. MUNDELL

\ MARC SPITZER

BRIAN C. McNEIL
Executive Director

MIKE GLEASON
KRISTIN K. MAYES ARIZONA CORPORATION COMMISSION

March 30, 2006

Certified Mail No. 7180 4442 0100 0002 2012

Palo Verde Utilities Company
Attn : Michael Reinbold

| 426 N. 44™ St. - 100

Phoenix AZ 85008

RE: Docket No. W-01445A-06-0200, SW-20445A-06-0200,W-20446A-06-0200, W-03576A-
06-0200 and SW-03575A-06-0200

Dear Mr. Patten,

Enclosed is a copy of a Formal Complaint filed with the Arizona Corporation Commission by
Arizona Water Company against Global Water Resources, LLC, Global Water Management,
LLC, Global Water Resources, Inc., Santa Cruz Water Company, LLC, Palo Verde Utilities
Company, LLC, Global Water — Santa Cruz Water Company, Global Water — Palo Verde
Utilities Company, John and Jane Does 1-20 and ABC Entities I - XX. In keeping with the
Arizona Administrative Code (R14-3-106.H), a copy is being forwarded for your action. Please
respond within 20 days of the date that you acknowledge the return receipt.

Thank you for your immediate attention.

Sincerely,

Colleen A. Rydn
Docket Administrator
Docket Control

Enclosure

Chris Kempley, Legal Division

|
‘ cc: Lyn Farmer, Chief Hearing Officer
| Docket (2 copies)

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 / 400 WEST CONGRESS STREET; TUCSON, ARIZONA 85701-1347
www.cc.state.az.us
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| 3| WILLIAM A. MUNDELL -
f MARC SPITZER 200 MAR 29 P 348 DOCKET
4| MIKE GLEASON "
5 | KRISTIN K. MAYES AZ CORP COMMISSICH MAR 2 9 2006
| 6 - :
7 -
BEFORE THE ARIZONA CORPORATION COMMISSION
8 W-01445A-06-0200
9 ARIZONA WATER COMPANY, an Arizona SW-20445A-06-0200
corporation, W-20446A-06-0200
10 W-03576A-06-0200
Complainant, SW-03575A-06-0200
g 11 FORMAL COMPLAINT
1o 12|V
‘:g . 13| GLOBAL WATER RESOURCES, LLC, a
8¢ |, | foreign limited liability company; GLOBAL
<53 WATER RESOURCES, INC., a Delaware
z 2 g 15 corporation; GLOBAL WATER
N MANAGEMENT, LLC, a foreign limited
g 16 liability company; SANTA CRUZ WATER
& 17| COMPANY, LLC, an Arizona limited liability
,% corporation; PALO VERDE UTILITIES
18 | COMPANY, LLC, an Arizona limited liability
19 corporation; GLOBAL WATER - SANTA
CRUZ WATER COMPANY, an Arizona
20 | corporation; GLOBAL WATER - PALO
1 VERDE UTILITIES COMPANY, an Arizona
corporation; JOHN AND JANE DOES 1-20;
72 { ABC ENTITIES I - XX,
23 Respondents.
24
25 Pursuant to AR.S. §§ 40-246, 40-249 and A.A.C. R14-3-106(L), Complainant
‘i 26 Arizona Water Company, an Arizona corporation, hereby files this formal complaint against
\ 77 Respondents Global Water Resources, LLC (“GWR LLC”), a foreign limited liability
g | company, Global Water Resources, Inc. (“GWR Inc.”), a Delaware corporation, Global
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! Water Management, LLC (“GWM?”), a foreign limited liability company, Santa Cruz Water
‘ 2 Company, LLC (“SCWC”), an Arizona limited liability company, Palo Verde Ultilities
| 3 Company, LLC (“PVUC™), an Arizona limited liability company, Arizona Global Water-
‘ 4 Santa Cruz Water Company (“GW-SCWC”), an Arizona corporation, and Global Water-
> Palo Verde Utilities Company (“GW-PVUC?”), an Arizona corporation (these interlocking

6 entities will be collecﬁvé.ly referred to in this Formal Complaint as the “Global Entities”).

7 The Doe and ABC Respondents are parties and entities whose identities have not yet been

8 established, and when they become known, this Formal Complaint will be seasonably

7 amended. Arizona Water Company requests that the Arizona Corporation Commission (the

10 “Commission”) establish a procedural schedule, including a hearing, on this Formal

g H Complaint and thereafter promptly issue an order to show cause why the relief requested set

g- § 12 forth below should not be granted.

%’% g B Arizona Water Company alleges as follows:

i 3 1 INTRODUCTION

g ‘;‘;g 12 1. GWR LLC, a Delaware and/or Arizona limited liability company,” is illegally

E S and improperly acting as a public service corporation in Arizona in disregard and violation

g ) 1; of Article 15 of the Arizona Constitution, A.R.S. §§ 40-202 and 40-281, A.A.C. R14-2-402
and the regulatory authority of the Commission.

P 2. GWR Inc., a Delaware corporation, is illegally and improperly acting as a

20 public service corporation in Arizona in disregard and violation of Article 15 of the Arizona

2! Constitution, A.R.S. §§ 40-202 and 40-281, A.A.C. R14-2-402 and the regulatory authority

- of the Commission.

2131 3. GWM, a Delaware and/or Arizona limited liability company,Z/ is illegally and
| ” improperly acting as a public service corporation in Arizong in disregard and violation of
\f 26 v The Commission website lists GWR LLC as a Delaware limited liability company;

however, in various Commission filings, GWR LLC has misrepresented itself as an

27 Arizona limited liability company.

; 281 % The Commission website lists GWM as a Delaware limited liability company.
|
|
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I Article 15 of the Arizona Constitution, A.R.S. §§ 40-202 and 40-281, A.A.C. R14-2-402
2 and the regulatory authority of the Commission.

3 4. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon
4 information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have
> illegally and improperly entered into agreements and demanded and received various fees
6 and charges from Iancfbwhers and prospettive utility customers in Arizona without approval
! from and outside of the regulatory authority and oversight of the Commission, in violation
8 of Article 15, Section 3 of the Arizona Constitution, A.R.S. § 40-202 and the Commission’s
g regulations, and against the public interests of the citizens of Arizona.

10 5. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon
§ 1 information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have
;gu: é 2 illegally and improperly solicited landowners and prospective utility customers within
gg 8 B3 Arizona Water Company’s Certificates of Convenience and Necessity (“CCNs”) in violation
é g % ke of AR.S. § 40-281 and Arizona law.

%gg 12 6. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon
E C‘%’ information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have
g 1; illegally and improperly solicited landowners and prospective utility customers within areas

contiguous to Arizona Water Company’s existing water utility systems, and are thereby

o interfering or are about to interfere with Arizona Water Company’s operation of its lines,

20 plant and systems already constructed and planned for the provision of public water utility

2! service to areas in and surrounding Arizona Water Company’s CCNs in violation of A.R.S.

ij § 40-281(B).

v 7. Arizona Water Company requests, among other relief, that the Commission, at

55 the earliest possible time, enter an order requiring GWR LLC, GWR Inc. and GWM to show

o cause why they should not be ordered to submit to the jurisdiction and regulation of this

. Commission and cease and desist from the unlawful activity and schemes described in this

)8 Formal Complaint.

(O8]
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! 8. Arizona Water Company further requests that the Commission issue orders
2 prohibiting GWR LLC, GWR Inc. and GWM, alone or through their subsidiaries, affiliates,
3 related entities and agents, including new entities GW—SCW and GW-PVU defined below,
4 from demanding and charging illegal and improper fees from landowners and prospective
> utility customers and frorp soliciting landowners and prospective utility customers located
6 within and contiguou§ to Arizona Water-Company’s CCN and its plant, property, lines and
! systerhs.
8 PARTIES AND JURISDICTION
2 9. Arizona Water Company is an Arizona public service corporation as defined
10 under Article 15, Section 2 of the Arizona Constitution and as such is regulated by the
g H Commission.
§§ 12 10.  Arizona Water Company was granted various CCNs by the Commission to
gg S = provide public water utility service in portions of Pinal County, including the Casa Grande
% 5 g 14 and Stanfield areas, and has provided service to these areas for more than 50 years. |
%i‘:‘g iz 11. GWR LLC, GWR Inc. and GWM, through their subsidiaries and regulated
ES entities, illegally conduct business as public service corporations in Arizona outside of and
g ) i; in disregard and violation of the regulatory authority of the Commission. Upon information
and belief, the address of GWR LLC, GWR Inc. and GWM is 22601 North 19" Avenue,
o Suite 210, Phoenix, AZ 85027.
20 12. Upon information and belief, SCWC is a wholly owned subsidiary of GWR
z; Inc., which in turn is wholly owned by GWR LLC. SCWC is an Arizona limited liability
- company conducting business gs a public service water utility corporation. Upon
” information and belief, the address of SCWC is 22601 North 19% Avenue, Suite 210,
’s Phoenix, AZ 85027.
Y 13, Upon information and belief, PVUC is a wholly owned subsidiary of GWR
- Inc., which in turn is wholly owned by GWR LLC. PVUC is an Arizona limited liability
” company conducting business as a public service wastewater utility corporation. Upon

| 539257.04/0196941 4
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information and belief, the address of PVUC is 22601 North 19" Avenue, Suite 210,
Phoenix, AZ 85027.

14.  Global Water-Santa Cruz Water Company (“GW-SCW?) is a recently-formed
Arizona corporation which is wholly owned by an entity called “Global Water Inc.,” a
Delaware corporation.’ ’1:he listed address of GW-SCW is 22601 North 19" Avenue, Suite
210, Phoenix, AZ 85027, the same address as the other Global Entities.

15.  Global Water—Palo Verde Utilities Company (“GW-PVU”) is a recently-
formed Arizona corporation which is also recited to be wholly owned by the same inactive
entity, “Global Water Inc.”, whose corporate status is “forfeited” and is not qualified to do
business in Arizona. The listed address of GW-PVU is 22601 North 19" Avenue, Suite
210, Phoenix, AZ 85027, the same address as the other Global Entities.

16.  Jurisdiction and venue are proper before the Commission pursuant to A.R.S.
§§ 40-246 et seq. and A.A.C. R14-3-106(L).

ALLEGATIONS COMMON TO ALL COUNTS
17.  Arizona Water Company is a public service corporation in good standing and

is properly authorized by the Commission to provide water utility service. It is regulated by

¥ The December 7, 2005 Articles of Incorporation of GW-SCW filed with the
Commission recite that “Global Water Inc.,” a Delaware corporation, owns all
common stock of GW-SCW; however, the Delaware Division of Corporations shows
Global Water Inc. as “Inactive” and its status as “Forfeited” as of “10-06-2001.” The
same is true of GW-PVU. Global Water Inc. is not qualified to do business in
Arizona, according to the Commission’s website. To add to the confusion about the
true nature of these Global Entities and as evidence of the cavalier treatment of the
corporate forms by the Global principals, in a March 9, 2006 Application seeking a
broad range of relief to shuffle CCNs and other assets among and between its
parents, affiliates and subsidiaries, SCWC and PVUC represented to this
Commission that GW-SCW and GW-PVU “are 100% owned by Global Water
Resources, Inc.”, not “Global Water Inc.” See 3/9/06 Application filed by SCWC
and PVUC in Docket Nos. SW-20445A-06-0155, W-20446A-06-0155, SW-03575A-
06-0155 and W-03576A-06-0155 at p. 3, 11. 18-19.

539257.04/0196541 5




! the Commission, which sets its rates, oversees its charges, approves its terms and conditions
J 2 of water service and otherwise exercises regulatory oversight over Arizona Water
J 3 Company’s public utility services.
4 18.  Arizona Water Company is a long-established Arizona public service water
i > utility corporation engaged in the business of providing water service to approximately
[ 6 80,000 customers thr'oug}lout the Stat<?;_ including some 19,000 customers in the Casa
7 Grande and Stanfield areas. |
8 19.  Statewide, Arizona Water Company operates 22 water systems in eight
? different counties pursuant to numerous CCNs issued by the Commission at various times
10 over the past fifty-plus years.
% H 20.  Arizona Water Company has been engaged in the water utility business for
;§)§ 12 over fifty years, produces over 80 million gallons of water per day, and has more than $261
‘gg é 12 million in gross utility plant.
B g S 21.  InPinal County alone, Arizona Water Company operates water utility systems
égg 12 pursuant to Commission-issued CCNs in Casa Grande, Stanfield, Coolidge, Superior,
z &‘c’é Apache Junction, Oracle, Saddle Brooke Ranch, Gold Canyon, San Manuel and Winkelman,
g 1; making Arizona Water Company the largest water public service corporation in Pinal
County.
19 22.  GWRLLC, GWR Inc. and GWM do not have authority to operate any water
20 utility themselves, but instead have unlawfully represented to the public that they can
| 2! provide utility services or direct their subsidiaries or affiliates to provide such services.
> 23.  GWRLLC, GWR Inc. and GWM exert control over SCWC, which operates a
> water system elsewhere in Pinal County pursuant to CCNs issued by the Commission.
22 24. GWR LLC, GWR Inc. and GWM exert similar control over PVUC, which
o operates a sewer system elsewhere in Pinal County pursuant to CCNs issued by the
- Commission.
28
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L 25.  On information and belief, GWR LLC, GWR Inc. and GWM are conceived,
2 administered and operated as alter egos of SCWC, PVUC, GW-SCW and GW-PVU.
3 Despite the fact that these Global Water Entities operate as alter egos of public utilities
4 regulated by the Commission, GWR LLC, GWR Inc. and GWM have largely avoided and
> evaded the Commission’s._authority, regulation and oversight.
6 26, Ina Febfua'ry 17,2006 “Notice of Intent” filed in Docket Nos. W-03576A-06-
7 0103 and SW-0357 5A-06-0103, SCWC and PVUC purported to provide after-the-fact
8 notice to the Commission of insider transfers of corporate interests within GWR “to existing
7 Global officers or key management personnel.” The Commission previously had ordered
10 GWR, SCWC and PVUC to file a notice in advance so that the Commission could initiate
g 1 appropriate proceedings to determine whether such transfers were in the public interest
;é: § 12 pursuant to a Settlement Agreement made between the named Global Entities and Staff and
%‘% l‘o; i approved by the Commission. The Commission also imposed the same requirements in a
; g 3 subsequent order to SCWC and PVUC, Decision No. 67830 (May 5, 2005). GWR LLC
% §§ 12 and/or GWR Inc. violated the Commission’s orders and proceeded with the transfers
E g without notice to the Commission or Commission approval. *
g 1; 27. It is appropriate and consistent with the public interest for the Commission to
investigate the relationship of such entities and to pierce the corporate veil in the case of a
P web of interlocking companies like the Global Entities, where the result of such corporate |
20 organization is a determined and calculated effort to evade regulation and to undertake
2; actions prohibited by Commission rules and regulations and Arizona law.
28.  GWR LLC has engaged in an unauthorized scheme of entering into so-called
ji “Infrastructure Coordination and Finance Agreements” (“ICFAs”) with a large number of
| y landowners in Pinal County, including landowners located within Arizona Water
o
| 271 ¢ SCWC and PVUC filed a notice after the transfers had already taken place, citing an
| “oversight” as the excuse for violating the Commission’s orders.

[\
o<}
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Company’s CCNs and areas contiguous to its CCNs. An example of a recorded ICFA in
Pinal County is attached as Exhibit “1” and is incorporated by this reference.
29. In the ICFAs, GWR LLC characterizes itself as the “Coordinator” and states

as follows:
A. Coordinator is engaged in the business of, among other things, providing
services or benefifs to landowners, such as: (i) developing master utility plans . . . ;

(i) providing eonstruction services for water and wastewater treatment facilities, and
(ii1) providing financing for the provision of infrastructure in advance of and with no
guarantee of customer connections.

B. Coordinator is the owner of Santa Cruz Water Company, LLC (“SCW™) and

Palo Verde Utilities Company, LLC (“PVU”) and provides equity for its subsidiaries
[sic] capital improvements.

Exhibit 1, Recitals.

30. = The ICFAs further recite that the landowner sought “to engage Coordinator to
provide various services including but not limited to arranging and coordinating for the
Landowner the provision of Utility Services by SCW and PVU,” and would work with
GWR LLC to include the landowner’s land in the CCNs of SCW and PVU. Id., Recitals D.
GWR LLC also promises in the ICFAs to provide “will serve” letters from SCW and PVU.
1d.

31.  The ICFAs further provide that GWR will act as a utility in all but name by

“coordinating” utility services by its wholly-owned subsidiaries:

Coordinator shall undertake good faith efforts to facilitate, arrange and/or coordinate
with SCW and PVU, as necessary, to 1provide Utility Services to Landowner,
including without limitation, obtaining all necessary permits and approvals . . . .
Coordinator shall make good faith efforts to cause SCW and PVU to provide water
[source] and storage as well as waste water treatment Utility Services to Landowner
for the Land. Water and wastewater lines will be constructed to the property line of
the Land . . . at locations to be designated by [GWR LLC] . . ..

Id., 9§ 1. The ICFAs also provide that GWR will “arrange and obtain” for the landowner a
lengthy list of utility services from SCWC and PVUC, such as expanding CCN areas,
preparing master plans, and developing water plant and well source capability. Id., 11-2 &

Exhibit D.

539257.04/0196941 8




! 32.  The ICFAs require a tie-in arrangement compelling the landowners to enter
2 into main extension agreements with SCWC and PVUC, to grant SCWC and PVUC various
3 easements, and to eventually grant SCWC any and all water rights and wells on the affected
4 properties. Id., 3. Such tie-in arrangements have been entered into without regard for the
> larger public interests such as the ultimate water utility customers, and in complete
6 derogation of Arizoné Water Company’s rights as the existing, “first in the field” utility
7 provider, and in furtherance of an unlawful scheme that is inimical to the provision of utility
8 services under longstanding Commission practice and policy, and Arizona law.
? 33.  The ICFAs also require the landowner “or its assigns in title and/or successors
10 in title” to pay GWR LLC a fee of $3,300 or more per defined “equivalent dwelling unit,”
% 1 adjusted upward over time based on the consumer price index. Id., 4. Such charges by
§ § 12 GWR LLC stand completely unregulated by this Commission.
§§ S b 34.  The ICFAs further require that they shall be recorded with the Pinal County
‘3%% 14 Recorder. Thus, the ICFAs impose an unreasonable burden on the land and bind future
g gg 12 landowners, and further frustrate and interfere with the Cvornmission’s authority to oversee
& g and regulate the provision of public utility service to the ultimate customers.
g 1; 35.  GWR has entered into and recorded ICFAs with numerous landowners in
Pinal County, and, on information and belief, has executed even more that have not yet been
r recorded, including numerous ICFAs within and in the immediate vicinity of Arizona Water
20 Company’s existing CCN areas.
2! 36. The ICFAs provide in effect that GWR LLC will act as a utility by
> “coordinating” and “facilitating” utility services by its subsidiaries, “causing” certain of its
:Z agents, including the Global Entities, to provide utility services, prepare master plans, build
} ) utility plant and extend water mains.
37. No Arizona law or statute, and no Commission decision or order, rule or
zj regulation, allows GWR LLC, GWR Inc. or GWM, which are attempting to act outside of
28
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the jurisdiction, oversight or approval of the Commission, to charge, demand or collect a fee
for “coordinating” or “facilitating” the provision of such utility services. |

38. The Commission has expressly denied requests by SCWC and PVUC to
charge similar up-front fees to developers and landowners. See Decision No. 61943
(September 17, 1999), attached as Exhibit 2 and incorporated by this reference.

39. The Gl,o"bal: Entities are using the ICFAs to ciréumvent those Commission
denials and evade the Commission’s ’oversight and jurisdiction by collecting fees in
exchange for “facilitating” utility services by subsidiaries in direct violation of Commission
orders and in violation of Article 15, Section 3 of the Arizona Constitution and A.R.S. § 40-
202. Upon information and belief, GWR LLC may be mischaracterizing such unregulated
payments by landowners as “paid in capital” to its regulated entities in order to evade
Commission policy, where such payments should be properly treated as advances or
contributions in aid of construction for ratemaking purposes, if the utilities had been
authorized to collect such fees, which they have not.

40. GWR LLC has also entered into “Memoranda of Understanding” (*“MOUs”)
with various municipalities, including the City of Casa Grande. See Exhibit 3, incorporated
by this reference.

41.  The Global Entities benignly characterize the MOUs as a beneficial “public-
private partnership” that will “harmonize rates” and provide “innovative revenue streams”
to the municipalities. In fact, the MOUs provide that in exchange for payments from GWR
LLC (but purportedly passed through to its future customers via rates charged by SCWC
and PVUC) as well as a flat fee for each residential home connected “to Global’s water and
wastewater system within the jurisdictions of the City” (although Global is not a regulated
public service corporation and has no such systems, or authority to collect such fees), the
City of Casa Grande shall cooperate in seeking Commission “approval of SCW[C] and
PVU[CY’s proposed expansion of the CC&N over Global’s Planning Area.” See MOU,
paragraph 17(a).

339257.04/0196941 10
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42.  The MOUs, which upon information and belief were never presented to the
Commission or Staff for review or approval, promote a scheme for the payment of a bounty
to be reimbursed by future ratepayers in order to curry financial favor with the
municipalities in the Global Entities’ desired expansion area. Despite their recitals, the
MOUs subvert the public interest and constitute a concerted scheme by the Global Entities
to avoid compliance with Arizona law and policy and to evade Commission jurisdiction,
authority and ovérsight in an area that Arizona Water Company is already ready, willing and
able, and legally entitled, to serve. Unlike the Global Entities, Arizona Water Company
already has a long-term relationship with Casa Grande and Pinal County and has been
engaged in a “public-private partnership” for over fifty years, all while conducting its
operations under Commission authority and respecting the Commission’s role in regulating
and overseeing the provision of utility services in the public interest.

COUNT ONE

ILLEGALLY CONDUCTING BUSINESS AS A PUBLIC SERVICE
CORPORATION

43.  Arizona Water Company realleges and incorporates by reference the
allegations in the foregoing paragraphs.

44.  Article 15, Section 2 of the Arizona Constitution provides that “All

corporations other than municipal engaged in furnishing . . . water for irrigation, fire
protection, or for other public purposes . . . or engaged in collecting, transporting, treating,
purifying or disposing of sewage through a system, for profit . . . shall be deemed public

service corporations.”

45.  Pursuant to Article 15, Section 3 of the Arizona Constitution and Arizona law,
AR.S. §§ 40-202 et seq., the Commission has exclusive authority and jurisdiction to
regulate public service corporations in the State, prescribe just and reasonable rates and
charges, and otherwise oversee the conduct, contracts, accounts and rules of public utilities

in the State.

539257.04/0196941 11




1 46. Because of their conduct, including the coordination, facilitation and provision
2 of utility services by their regulated subsidiaries, GWR LLC, GWR Inc. and GWM have
3 acted as public service corporations without the lawful authority to do so, and should be
4 subjected to the jurisdiction, regulation and oversight of the Commission.
> 47.  However, by means of their manipulation of the regulated subsidiaries, and by
6 purporting to act on tb’eir’éehalf, GWR LLC, GWR Inc. and GWM have sought to avoid and
7 escape Commission regulation and over—sight and to implement practices, charges and fees
8 that the Commission has expressly forbidden.
7 48.  The conduct alleged above constitutes an egregious subversion of the Arizona
10 Constitution and laws relating to public utility service corporations by the Global Entities,
g = including, without limitation, Article 15 of the Arizona Constitution and A.R.S. § 40-202.
£8 2 49.  The Commission should order GWR LLC, GWR Inc. and GWM, and other
‘:2‘5 % g 13 Respondents to the extent discovery reveals an intention by them to use the interlocking web
% g % 14 of the Global Entities in order to operate in a manner outside the jurisdiction of the
é § § 12 Commission, to appear and show cause why they should not be declared to be the alter egos
E 9 of the regulated public service utility corporations and be ordered to submit to the
gm 1’; Commission’s jurisdiction, and cease and desist from these unlawful practices, charges and
fees.
19
COUNT TWO
20 ILLEGAL FINANCING ARRANGEMENTS AND FEE DEMANDS
2 50. Arizona Water Company realleges and incorporates by reference the
| z allegations in the foregoing paragraphs.
04 51.  Pursuant to Article 15, section 3 of the Arizona Constitution and Arizona law,
» including Arizona statutes codified in Title 40, Arizona Revised Statutes, the Commission
has authority and jurisdiction to prescribe all rates and charges made by public service
jj corporations within the State for the provision of utility services, and to determine whether

[\
o0
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! the manner and method of operation employed by any public service corporation are unjust,
2 unreasonable or improper.
3 52.  Thus, the Commission has previously prescribed and regulated the rates
4 charged by GWR LLC’s and GWR Inc.’s agents and alter egos, such as SCWC and PVUC.
J 3 53. By means of the ICFAs, MOUSs, and other actions, GWR LLC, GWR Inc. and
6 GWM, and the entities tﬁey control, have sought to avoid the regulation of the Commission
7 and assess charges and fees for utility services that were never approved and for the most
8 part were expressly rejected by the Commission.
’ 54.  The effect of the ICFAs is to allow GWR LLC to charge hookup fees for the
10 provision of utility services which the Commission has expressly refused to allow SCWC
% H and PVUC to charge, thereby unlawfully circumventing the Commission’s jurisdiction and
% § 12 authority.
§§§ B 55.  The effect of the MOU is to allow GWR LLC to collect fees from future
g g % Iéf customers in order to provide a financial incentive to neighboring municipalities to support
%ig 1; the. Global Entities’ efforts to expand their CCNs, in complete disregard for the public
E g - interest.
§ 56. Because of the misconduct described above, the Commission should order
8 GWR LLC, and other Global Entities that are involved in the ICFAs or MOUs, to appear
v and show cause why the fees assessed by GWR and payments made by GWR pursuant to
20 those agreements are not improper, unauthorized and therefore unlawful service fees and
2! payments that must first be prescribed and regulated by the Commission, and to direct the
2? manner and method of accounting for such fees and payments consistent with Commission
z; policy, including but not limited to providing for a refund of such unlawfully collected fees
55 and charges.
26
27
28
|
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! COUNT THREE
| 2 ILLEGAL INFRINGEMENT ON ARIZONA WATER COMPANY’S CCN AND
3 INTERFERENCE WITH ITS CUSTOMERS
4 57. Arizona Water Company realleges and incorporates by reference the
5 allegations in the foregoing paragraphs.
6 58. Pursuanﬂt t? numerous Commission decisions and orders, Arizona Water
; Company operates a number of water-utility systems in Pinal County, in particular the
g Stanfield and Casa Grande systems, which are identified and protected from invasion,
9 bypass and unlawful competition under the terms and conditions of CCNs issued by the
10 Commission in accordance with Arizona law.
. 1 59.  The area covered by the Stanfield CCN issued by the Commission is described
% s 12 in the legal description attached as Exhibit 4, which is incorporated by this reference.
3; j': 13 60.  Upon information and belief, GWR LLC, GWR Inc. and the other Global
g% g 14 Entities have illegally and improperly solicited water utility service customers within
é § i 15 Arizona Water Company’s Stanfield and Casa Grande CCN areas.
539
(3 ;‘9 16 61.  Because of their illegal and improper conduct, the Global Entities should be
E § 17 ordered to appear before this Commission and show cause why the Commission should not
E 18 issue an injunction prohibiting them, and their officers, agents and consultants and others
19 within their control, from soliciting Arizona Water Company’s customers and infringing on
20 Arizona Water Company’s rights under its CCNs.
21 62.  Further, the Global Entities should be ordered to appear before this
5o | Commission and show cause why the Commission should not issue an injunction
23 prohibiting them, and their officers, agents and consultants and others within their control,
4 | from soliciting Arizona Water Company’s future customers and prospective business
55 { relationships in areas contiguous to Arizona Water Company’s CCNs in Pinal County that
76 | are within Arizona Water Company’s master planning area and for which the public interest
27 | compels that Arizona Water Company be the certificated water utility.
28

‘ 539257.04/0196941 14
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WHEREFORE, Arizona Water Company requests that this Commission:

A.  Direct the appropriate Global Entities and any other Respondents as discovery
may reveal to appear and show cause why they, by acting as the alter egos of public service
corporations, should not themselves be declared to be acting as public service corporations
pursuant to Article 15, Section 2 of the Arizona Constitution and be subjected to the
jurisdiction and reguljatioh of the Commission, and why an injunction or cease and desist
order should not issue directing such entities and their officers, agents and consultants and
others within their control to cease acting as public service corporations unless and until
they subject themselves to the jurisdiction and regulation of the Commission;

B. Direct the appropriate Global Entities and any other Respondents as discovery
may reveal to appear and show cause why they should not be ordered to cease and desist
imposing and collecting the charg.es and fees assessed under the ICFAs and MOUs, which
constitute illegal and improper utility service charges which have not been approved by the
Commission, and why an injunction or cease and desist order should not issue directing
such parties and their officers, agents and consultants and others within their control to
cease contacting landowners and prospective customers, entering into negotiations and
assessing or paying fees and charges under such agreements that are not approved by the
Commission;

C. Direct the Global Entities and any other Respondents as discovery may reveal,
and their officers, agents and consultants and others within their control, to appear and show
cause why they should not be declared to be in violation of Arizona law for their unlawful
actions as alleged above, and permanently enjoined from illegally and improperly soliciting
Arizona Water Company’s customers and infringing on Arizona Water Company’s CCN
rights;

D. Direct the Global Entities and any other Respondents as discovery may reveal, |
and their officers, agents and consultants and others within their control, to appear and show

cause why the ICFAs should not be deemed unlawful and declared void, with all fees and

539257.04/0196941 15




|
1 charges collected to be refunded forthwith to the respective landowners, with interest and
2 upon other appropriate terms, and that they take steps to release and reconvey any recorded
3 interests arising out of the ICFAs so as to restore clear title to the affected properties;
4 E. Pursuant to A.R.S. § 40-246(C), set the time and place for a hearing upon this
> Formal Complaint; and
6 - . :
F. Providing for such other relief as the Commission deems just and reasonable.
7 -
DATED thigcé_%- Zday of March, 2006.
8
9
0 ARIZONA WATER COMPANY
o 11
3
wg 12 By  Robert W. Geake, Esq.
33 Vice President and General Counsel
gg 9 13 3805 N. Black Canyon Highway
g °F 14 Phoenix, AZ 85015
2E5 15 and
<8
2 16 BRYAN CAVE LLP
2i 17 )
:
" 18
: Z/Ww | K
Steven A. les 7 #006360
20 Rodney W. Ott, #016686
Two N. Central Avenue, Suite 2200
21 Phoenix, AZ 85004-4406
P Attorneys for Arizona Water Company
23
24
25
| 26
| 27
| 28
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INFRASTRUCTURE COORDINATION GREEMENT _
/\
THIS INFRASTRUCTURE COOF NANCE AGREEMENT
- (this “Agreement”) is entered into afw s 05 between Globat Water Rmurces,

LLC, an Arizona limited liability compan d HAM-Mcsa, LL.C, an Anzona
limited liability company (“Lando

N

Al Coordinator is ed in the business of, among other things, providing services
or benefits to landown aﬂ}f)'/ eloping master utility plans for services including
natural gas, electrici Wu, Internet, intranet, and telecommunications; (ii) providing
constructio Semce& ater and\wastewater treatment facxlmes, and (ii1) provxdmg financing
for the prowsm@astru re in advance of and with no guarantee of customer connections.

Coordinatcr is the owner of Santa Cruz Water Company, LLC (“SCW”) and Palo
Verde Tﬂg&)/mpjany, LLC (PVU”) and provides equity for its subsidiaries capital
improveme

C. SCW and PVU are Arizona public service corporations. SCW and PVU have
been issued certificates of convenience and necessity (“CC&N™) by the Arizona Corporation
Commission (“*ACC”) to provide water and waste water services (collectively the “Utility
Services™), respectively in designated geographic areas within the State of Arizona.




D. Landgwwisinthopmcm ofentimngand/crdwelopingemainmalmputy,
A\more fully described on Exhibit A hersto (the “Laad") end, in connection therewith, desires (i)

10 eygage Coordinator to provide varicus services including but not limited to arranging and
coordting for the Landowner the provisicn of Utllity Services by SCW-and PVU with sespect
to the LN, and (if) work with SCW and PVU to include the Land as part 0f. 8 CC&N service
arca expanskn for SCW and PVU, on the termms and conditions he; Landowner
may entitle ag scll the Jand in multiple phases to entities for futf Through
Coordinator, wmhasmqmmdwawmdwn@m and PVU
respectively: and, \SCW and PVU have agreed to 1 to Landowner.
Coordinator shall uségood faith efforts to provide “will serve SCW and PVU for
Landowner and file forQC& Approva!withinﬂda(n fetec s Agresment.

E.  The parties knowledge She &N may not be finalized
until such time as the appropriNe Ariz ocurcss (“ADWR”), Arizona
Department of Environmzntal ‘& v(“ Central Arizona Associstion of

F. mpu'desac a requirement of this Agrecment for the
Coordinawrtofacilitatem 7Lmdownerandwumwuwpmide
reclaimedwmrandfonhalmdowmm ptanduuhzereclmmsdwmforpurpeaaof

‘@

the carrying intsrest and capitalizad iz erest associated with the financing
Ofinﬁasmmmfw Benefit of the Landowner untl] such tixoh a3 the ratss associated from the

f servicss wﬁtﬁinmeamastobeumdasmwmpla byﬁmasnenantgmeram
mﬁicien\agw@wwrythecngemgmngmw for this infri\gructurs, Nothing in this

Agriement shénld-bé construed as a payment of principal, a contrib3jon or advance w0 the
utilities and will bear no repayment of any kind or nature in the futurs.

H.  The partes recognize, acknowledge and agree that this Agreemeri is contingent
o0 2 30 scre wastewatsr treatment site located in the North East comer of Sagon 17 of
Township 5 South, Range 3 East being held in trust within 120 days of the executidhof this
Agreement with specific instruction to decded to PVU lmmediataly following the ORQ




D. Landowner is in the process of entitling certain real property, as more fully
described on Exhibit A hereto (the “Land”) and, in connection therewith, desires (i) to engage
Coordinator to provide various services including but not limited to arranging and coordinating
for the Landowner the provision of Utility Services by SCW and PVU with respect to the Land,
and (ii) work with SCW and PVU to include the Land as part of a CC&N service area expansion
for SCW and PVU, on the terms and conditions hereinafter set forth.u%@er may entitle and
sell the land in multiple phases to entities for future development. . h Coordinator,
Landowner has requcsted water and waste water services from SCWand tively; and,

inator shall use good
wifer and file for

N may not be finalized
ources (“ADWR?”), Arizona
Arizona Association of

E.  The parties acknowledge that the exp
until such time as the appropriate Arizona Depa
Department of Environmental Quality
Governments (“CAAG") permits and

F, The parties acknowl INjs™a_requirement of this Agreement for the
downer and PVU for PVU to provide

reclaimed water and for the Lan Wik and utilize reclaimed water for purposes of
irrigation for the peak and off : periods.
\

G. The parti OZRiZ: knowledge that this Agreement is a financing and
coordinating agreement p fees contemplated in this letter represent an approximation of
the carryin A3biated wit rest and capitalized interest associated with the financing
of infrastructure for the-henefit of the Landowner until such time as the rates associated from the

provision -of servi ithi areas to be served as contemplated by this agreement generate
suﬁbie{trcvenue to carxy the on going carrying costs for this infrastructure. Nothing in this

Ag emihou!d be/construed as a payment of principal, a contribution or advance to the
uti;;;%dwx\/ }Lbeafno/ repayment of any kind or nature in the future.

H. The parties recognize, acknowledge and agree that this Agreement is contingent
on a 30 acre wastewater treatment site located in the North East corner of Section 17 of
Township 5 South, Range 3 East being held in trust within 120 days of the execution of this
Agreement with specific instruction to deeded to PVU immediately following the CC&N
approval for the provision of water reclamation facilities and infrastructure.




AGREEMENT

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency
of which are hereby acknowledged, the parties hereto agree as follows: -

1. thganons of Coordmato Upon execunon of tlns Agre ent,

Coordmator shall

SCW and PVU to mclude the Land. Coordmator shall

and PVU to provide water souce and storage as well as wasté
Landowner for the Land. Water and wastewater lines wi
the Land and reclaimed water lines will be constru
Land, at locations to be designated by @rdinat
consultanon with Landowncr In additj6 to ofhe

to coordinate and provide accws to
ese utxhty agrcements may mclude

as of other utility service providers. Landowner
_ s/Agreement is intended to prohibit Coordinator, its
SUCCESSOTsS O assigns o ctwc sidiaries or affiliates ffom investing in or owning
oviding any one or more of the utility services contemplated
owm not be obligated to enter into any agreements with
assigns, or their respective subsidiaries or affiliates to accept any

in this A ent,

Coordinator, I £SSOrR O

arrange an tain-for Landowner the list of services on attached Exhibit D forLandowner from
SCW and PVU to provide the services more fully described on Exhibit D hereto, subject to
obtaining the applicable regulatory approvals. Landowner or any successor to Landowner
desiring the delivery of Utility Services to any portion of the Land must enter into separate Water
Facilities Extension and Wastewater Facilities Extension Agreements (the “Extension
Agreements™) with SCW and PVU, respectively, at the time any portion of the Land has received
final plat approval from Pinal County and the approved plat has been recorded (“Plat




Approval”). The Extension Agreements shall be in the forms attached hereto as Exhibits E and
F.

3. Obligations of Landowner. Landowner agrees to cooperate with Coordinator as
reasonably requested by- Coordmator and agrces to provxde all mfo pation and documentation

alnfenance and repaxrs and

other actxvmes reasonably necessary to p ater and wastewater Utility

Services. In addition, as and when Landovc‘w i
n

_ farming actwmes requiring use of iryi

Agrecment has been entered into downer shall thereafter provide
and transfer to SCW any and all water,ti owned by Landowner at the time of the
signing of this Agreement, mcludmg, Grandfathered Irrigation Rights, Type I
rights and /or Type I rights wit @relate to the Land and which Coordinator

determines, in its sole discreti ; v
utilizing any portion of the L r farmi 3g activities requiring use of irrigation water and one
or more Water Faciliti m&@emmt has been entered into with rcspect to the Land,
Landowner shall thereafier fer.and convey to SCW at no cost to SCW {or Coordinator) any
SCW, in its'sole discretion, deems useful for SCW, whether operational', .
abandoned, agricultural ise. In addition, if SCW identifies well sites on the Land that
SCW, in its sole discretipn, deefns useful for SCW, Landowner shall cause such well sites to be
idexfified on the Plat hi:proval and dedicated to SCW in fee, free of all liens, claims and
encumbrantes of any kipd or nature whatsoever' provided that the well site location is not
} ] located w%&ntxﬁed in the current or any approved preliminary plans as areas to be
‘ used for entrances, entry monumentation or public roadways. Any well sites not transferred to
(‘ SCW are to be decommissioned at the Landowner’s expense. Both parties acknowledge that .
j v until effluent is available for the Land, groundwater from wells on the Land will be utilized. The
Coordinator will use its reasonable efforts to obtain an Interim Use Permit with ADWR on
behalf of the Landowner or the Landowners homeowner association to allow the use of
groundwater until effluent is available. Specific identifiable costs associated with completing the

wells on th d




Interim Use Permit will be reimbursed by Landowner to Coordinator subject to written
documentation of such costs. Such costs may include engineering plans prepared by
Landowner’s engineering firm for the benefit of ADWR subject to Landowner’s prior written
: notice. As necessary and in SCW sole dist:retion, Landowner will providé for the deeding of up
f to two (2) acres of land’ dcsxgnated on Landowner’s plat as open space 640 acres of land, free
J - and clear of all liens, claims or encumbrances (except as otherwise exp greed to by SCW)
f to SCW for the use of future water pumping, treatment and storage facili Nin the general
Jocation identified on Exhibit B attached hereto. ' |

» 4, Payment Obligations. Landowner, or its @gns in\yde
shall pay Coordinator an interest and financing fee as foll
Coordinator in consideration for its services and perfo

- contained in the Agreement, the sum of $3,300.00 p

‘Land (the “Landowner Paymen ent.”). Th@omo
concurrently with the execution of this Ag

~ Factor, which is defined as the Consumer Pfigd x> United States City Average ~ for All -
Urban Consumers ~ All Items pub.

: n@» pccessors in title,
pensatxon to. the

Agreement, such other gove
utilized, and modified as nec

was 187 3 and the In

would be ¢ nows $3,275 x 187.3/182.5 x 1.02 = §3,428. For the purposes of this
i Section 4, th s within the Land shall be calculated as follows: (i) each single
| 3 faxmly resxdennal ude n the Plat Approval shall constitute one (1) EDU and (ii) each

e of commema or industrial property included in the Plat Approval shall constitute

four point %{4 .8) EDUs If the payment to be made by Landowner pursuant fo this Section 4

is due and mg~pu ant to clause (ii) above prior to the Plat Approval, Coordinator shail

f : reasonably calculate the Landowner Payment and Landowner shall make an initial payment
| based upon Coordinator’s reasonable calculation. Following each Plat Approval, Landowner
(and any successor or assign in title to any interest in the Property) and Coordinator shall

reconcile the amount paid pursuant to the preceding sentence with the actual Landowner

Payment due and Landowner, and/or any successor or assign in title to any interest in the

Property, as applicable, shall pay to Coordinator or Coordinator shall pay to Landowner and/or




] any successor or assign in title to any interest in the Property, as applicable, as the case may be,

the amount necessary to reconcile such payment.

The following describes the timing of payments for Zoned residential lots based on the base year
price of $3,300 per lot. Any additional amounts due for the CPI Facidr s paid as each phase is
final platted. -~ . .

» Agreement.
*  $500 per EDU for ail platted/and
(15} days of when sewer lines have bt

/\For the balanice|of the Zoned but not platted residential EDUs to be final platted in the

e, $2,525/ per residential EDU is payable at final plat recordation. The
Wwﬂl true-up any discrepancy with respect to the actual number of
residential EDUs at final plat recordation against Zoned but not platted residential
EDUs estimated at the time of signing this Agreement. Either the Coordinator will -
pay the Landowner or the Landowner will pay the Coordinator that difference
contemporaneous with the final payment as triggered by the last final platted parcel(s)
to record within the Land. In the event that some portion of the Land is sold and

| : transferred to an unaffiliated third party before this payment is due.then the payment




amount will be held in an escrow until the Coordinator satisfies its obligation under
the terms of this Agreement. Other than the initial $25 payment, nc portion of the
Landowner Payment shall be due for any portion of the Land that is not Zoned for
single family residential use until such portion of the Land is subjected to a final site
plan approved by Pinal County. Cgordinator specifically tands and agrees that
Landowner has no obligation to record final platting under eement and such
decision is left to Landowners’ sole discretion. o |

s An example of how this would calculate for a se

CC&N with nothing other than 2,100 Zo

- phases of 700 EDUs each:

o $25 times 2,100 EDUs or $52,500 igd
Coordination Agreement;
o $500 times 2,100 EDUX
Coordinator issues the
o $2,775 times 700 ER
of the Land in whi

Soagds) or $1,942,500, plus $250 times
remaining 1,400 1 the remainder of the Land, or $350,000,
for a total of $2,292,5004s dug at th€ first final plat recordation, or at the time
the CC&N expési n_approved as is evidenced by the publication of

a decision r order fotn the ACC whichever is the later;
o then, $2,525 ' able as and when the remaining single family lots
are Cr plats. '

The followip@des s the timing ef payments for commercial and industrial property based on

the 83,300 pe bas rice at 4.8 EDUs per acre. Amounts due for. the CPI Factor for
each EDU is paid & is :f;fzcted to a final approved site plan.
%Of this amkm $25 per EDU for all Zoned commercial or industrial acres is payable

on signing of this Agreement, or upon final zoning whichever is the later.
aining $3,275 per EDU is payable when the County approves the
“Commercial or Industrial Site Plan”,

» An example of how this would calculate for a commercial or industrial section of
land with 30 acres in size would be as follows:

o $25 x 30 acres x 4.8 EDU/acre or $3,600 is due upon signing of this

Agreement;
o $3,275 plus the CPI Factor x 30 acres 4.8 EDU/acre or $471,600 is due and




EXHIBITF
INFRASTRUCTURE COORDINATION AGREEM

LINE EXTENSION AGREEMENT — PALQ VERDE UTILITIES COMPANY

SEW FACILITIES EX JON AGRE %\

This Agreement is made this ____ dayof /\ , 2 5 by and

between PALO VERDE UTILITIES COMPANY L.L. C<;x zo\} lablhty company

-("Company"), : . , an ' ("Developer”)

RECITALS /\/ |

Al Developer desires that scw@;& be-exténded to and for its real estate
=-de_velbpment cloc:ated in Parcel (/0 consmtmg of (smgle family,

in Coun\nhm the general vicinity of the City of

multi-family or commercial) lots, in™

Maricopa, Arizona (the "Develoycn DA descnpnon for the Development is attached

hereto as Exhibit "A” and incorppmxjn by this reference. The Development is located

{

within Company’s Certifica of&o&e@gﬂc
/\

2 of the Anz a Consti no:thxch owns and operates a sewage treatment plant and collection

system and holds a\CC frgm the Commission granting Company the exclusive right to

provxdhsewer @1 within portlons of Pinal County, Anzcna.

eveloper is wnllmg to construct and install facilities within the
Development necessary to extend sewer utility service to and within the Development which

facilities shall connect to the Company’s system as generally shown on the map attached hereto

as Exhibit “B.” Company is willing to provide sewer utility service to the Development in




payable when the County approves the Commercial or Industrial Site Plan. If
the Commercial or Industrial Site Plan approval only relates to 15 of the 30
acres, $3,275 plus the CPI Factor x 15 acres 4.8 EDU/acre or $235,800 is due
and payable when the County approves the Commercial or Industrial Site Plan
for the 15 acres. The balance of the $3,275 plus tite CPI Factor due for the
remajning acreage is due as the County approves the ercial or Industrial
Site Plan, ) | | |

The parties acknowledge that additional fees will be billed to the
~ user based upon the ultimate use of the land and fixtures

Fees payable to SCW and PVU, and reimbursement fo

Agreements.

5. ‘ independent contractor pursuant to
this Agreement. Nothing in this Agreente interpreted or construed (i) to create an
association, agency relationship, joint véntore, g partnérship among the parties or to impose any

partnership obligation or liabili
Coordinator to enter into simi
activities of such landowners
Landowner.

agreements with other landowners, even if the
ed to be in competition with the activities or

t shal! be deemed to be in material default under this Agreement
(10) days, as to monetary defaults, and thirty {30) days, as to non-
monet ing receipt of written notice from Coordinator specifying the

(ten (10) days or thirty (30) days, as the case may be), such default has been cured. A defauit by
Landowner under this Agreement shall constitute a default by Landowner under the Extension
Agreements and a default by Landowner under the Extension Agreement(s) shall constitute a
default under this Agreement,

(b)  In the event Landowner is in default under this Agreement, the provisions




t

1

land area sold and each landowner shall be solely (and netjo

hereof may be enforced by any remedy penhitted by law for specific performance, injunction_, or
other equitable remedies in addition to any other remedy available at law or in equity In this
regard, in the event Landowner fails to. pay any amount as and when due (including the

Landowner Payment), which failure is not cured within ten (10) days after notice thereof in

accordance with the provisic;ns of Section 6(a) above, such delinquent sinqunts shall bear interest
at the rate of fifteen percent (15%) per annum from the due date until paid>
extent such sums remain unpaid following such ten (10) day period, Coor:

contractual lien for such sum, together with interest thereon as se}/] abqve, h may be
foreclosed against only that portion of the Land owned by the defa 7:1 | waer in the
. 0 N
{
1

manner prescribed by law for the foreclosure of realty ages; inator/agrees that as and
when portions of the P_rope:ty are sold, the obligations hereun éi_/ ted based on the

with respect to the land areas that it owns and shall fot'have ar

: : (c)  Subject to the limi ‘des¢ribed. in the last sentence of the subsection
) above, amounts owed but not p d@/ ) vher shall be a lien against the Land
that the parties agree shall relate Back 4o tl te ypon which an executed copy of this

Agreement is recorded in the Pinal Cdun
Preliminary Notice of Contractu i

i. The name ofthe lien ¢laimant;

i ﬁﬁx ¢ party or then owner of the property or interest agéinst
ich the liemnis claimed;

N \
iii. a des¢ription of the property against which the lien is claimed.

\T The lien/shall take effect only upon recordation of a claim of contractual lien as
described betew inrthe office of the Pinal County Recorder by Coordinator, and shall relate back
to the date when the Preliminary Notice of Contractual Lien and executed copy of the Agreement
were recorded, as set forth in paragraph (c) above. Coordinator shall give written notice of any -
such lien. The Notice and Claim of Contractual Lien shall include the following:

() The name of the lien claimant.

Rt LR LR S P N SIS AN U S SN ORI IS




(i)  The name of the party or then owner of the property or interest
against which the lien is claimed.

(iii) A description of the property against which the lien is claimed.

@)

-~

v}

fecordation, a copy
property the lien is
under Section 15 of this
in any manner allowed by |
forf, by an action to foreclose a
der the applicable provisions of the

(vi)

nd or letter of credit (1) names Coordinator as the
to Coordinator, (ii) is in the amount of one and one-

principal or payee and i’
half (1-'%) times the elpi

of Coordinator,
reasgpably required

oordi shall record a release of the lien or take such action as may be
title thsurance company requested to furnish a policy of title insurance

on Such property to deete the lien as an exception thereto, Landowner shall post the bond or
letter of ?ﬁt\b{@ of same to Coordinator. All costs and expenses to obtain the bond or
letter of cred: ¢osts and expenses incurred by Coordinator, shall be bome by Landowner,

unless Landowner is the prevailing party in any litigation challenging the claimed lien.

7. Non Issuance of CC&N Expansion. In the event that Coordinator, SCW and
PVU are unable to obtain all of the necessary approvals from the ACC and ADEQ within
eighteen (18) months of the execution of this Agreement or if such approvals are reversed or




) County and waive any lien rights it may have under this Agr

ultimately invalidated on appeal, which would allow for the Land to be included in the CC&N
expansions of SCW and PVU, then the Landowner or Coordinator at either party’s option may
terminate this Agreement without recourse to either party. Should either party elect to terminate
this Agreement under this condition, any funds (other then the intial $25 per EDU payment) paid
by the Landowner to the Coordinator for purposes of progressing“the construction of any
necessary infrastructure (the $500 per EDU payment described in Section™4 above) would be

this Agreement are expressly non-refundable. In the eyent of
Coordinator shall remove or cause to be removed any r

8. Attomeys’ Fees, If any dispute arises /of the tatter of this Agfeement;

the prevailing party in such dispute shall b @itled to,recover ﬁ:frythe other party its costs and
expenses (including reasonable attomey.’ﬂi}es) i %g or otherwise resolving such

. dispute. The parties’ obligations under_tHig’ Section~shall survive the closing under this
-Agreement. o < L

_ 9. is Agreement shall be governed by and

construed in accordance with th t&>of Arizona, notwithstanding any Arizona or

other conflict-of-law provision; th the contraty. The parties consent to jurisdiction for purposes

of this Agreement in the State izona, ahd agree that Maricopa County, Arizona, shall be
proper venue for any acﬁoﬁmu\ tespect to this Agreement. '

10. tamanguage in all parts of this Agreement shall in all cases, be

construed as & thg to its fair meaning and not strictly for nor against any party. The
section headings in'this nt are for convenience only and are not to be construed as a part
heréof™_The parties\ se that cach party has reviewed this Agreement and hes had the
oppo%'ty have counsel review the same and that any rule of construction to the effect that
ambiguities are fo-be Ssolved against the drafting party shall not apply in the interpretation of
this Agreement or any amendments or any exhibits thereto. Except where specifically provided
to the contrary, when used in this Agreement, the term “including” shall mean without limitation
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to
masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entity(ies)

may require.




1l.  Counterparts. This Agreement shall be effective upon execution by all parties
hereto and may be executed in any number of counterparts with the same effect as if all of the
parties had signed the same document. All counterparts shall be construed together and shall
constitute one agreement, :

12.  Entire A’Pgeément. This Agreement constitutes the en egrated'agreement '
among the parties pertaining to the subject matter hereof, and su all priot and
contemporaneous agreements, representatxons, and undertakings i
such subject matter. This Agreement may not be amended e
executed by all parties hereto.

13, Additional Instryments. The parties her te, have acknowledged,
and deliver to each other such other documents and ixts ay-be reasonably necessary
or appropriate to evidence or to carry out th t ‘

14 eement is mtended to be severable If
any term or provision hereof is illeg walicdhfor any.geason whatsoever, such xllcgahty or
invalidity shall not affect the validity ¢ he remainder of this Agreement.

15 ibit, schedule and other appendix attached
to this Agreement and referred o by incorporated in this Agreement by reference.

16.  Notices. An ice efit, demand or communication required or permitted

to be given by any provisiomof™this Agreement shall be in writing and shall be delivered -
to\whom the'same is directed or sent by registered or certified mail, retun
the addresses set forth on the signature page hereto. Any such

actual receipt; provided that notwithstanding the foregoing, notice of any change of address shall
be effective only upon actual receipt of such notice.

17.  Binding Effect; Partial Releases. This Agreement shall be binding upon and inure
to the benefit of the successors and assigns of the respective parties. This Agreement constitutes
a covenant running with the land, shall be binding upon the Land for the benefit of Coordinator,




™.

.
u

its successors and assigns and any person acquiring any portion of the Land, upon acquisition
thereof, shall be deemed to have assumed the obligations of Landowner arising from this
Agreemeht with respect only to that portion of the Land acquired without the necessity for the
execution of any separaté instrument. If phases and/or parcels within the Land are sold
individually, Coordinatqr wiil ensure that at such time as the Lando
in full for that particular phase and/or parcel, Coordinator shall release thi eement of record
from that particular pha;e and/or parcel, without releasing the Agreement fro other portion
of the Land for which the Landowner Payment has not been paid i

s then
Agreement to release that portion of any lien which relates to parcm t are paid in |
full ~ - IOV




IN WITNESS WHEREQF, the parties have entered into this Agreement as of the date

first above written.

COORDINATOR: -
Global Water Resources, LEC _
a Delaware Limited Liability Company

o inde il
Cindy M. Liles
Vice-President

LANDOWNER:
HAM-Mesa, L.L.C.
an Arizona limited liability compan




~a Notary Public in a

STATE OF ARIZONA

County of Maricopa

WEatd
nally known to me {or

subscribed to the
ized capacities, and
ich the persons

on__ 513 05 ., before me,
a Notary Public in and for said state, personally appeared Cindy M. Liles,
proved o me on the basig of Satisfactory evidence) to be the persons whose
within instrument and acknowledged to me that they executed the same in their aw
that by their signatures on the instrument, the persons, or the entity uporn oehz
acted, executed the instrument.

WITNESS my hand and official seal.

My Commission Expires:

4139

STATE OF ARIZONA

County of Maricopa

On A

-

o \\ )
Al ; .
F personally appeared a2t lin S
prova\to on the basis of satisfactory evidence) to be the persons whose
tha within indtodment and acknowledged to me that they executed the same in.
at by their signatures on the instrument, the persons, or the entity upon

,egecuted the instrument.

personally known to me
names are ibed

LGN N . i BEAL
it AT CHANDLER
(-\::aj“-} NOTARY PUBLIC - State of Arzona
L e MARICOPA COUNTY

= My Camm. Expires Aug. 25, 2007

Notary Public in and for said State

My Commission Expires:

R-25-20Y5]
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EXHIB
INFRASTRUCTURE COORDINATION AGREEMENT

LEGAL DESCRIPTION QF LAND.

. " To follow on the next 2 pages.

¢
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‘Thence North dc

-

EXHIBIT "A"

NO, 242-000-90720

The South half of Section 29, Township 5 South, Range 3 Bast of the Gila and Salt River Base
and_ Meridian, Pinal County, Arizona; ,

EXCEPTING THEREFROM the folIowing déscn‘bed Parcel:

Beginning at the West quarter comct of said Section 29, being max iron bar
thh aluminum ¢ap;

Thencs North 87 degrees 22 minutes 32 seconds Bast, aﬁz the gz on line of
said Section 29, a distance of 5305.36 feet to thc East ¢ tion 29, being
_.marked by a 1 inch plastic cap; _
Thence South 01 degrees 03 minutes 33 seconds W ey ine of suid Section
29, a distance of 323.03 feet to a point from whi of said Section 29,

being marked by a half inch iron bar, m@outh 1\degrees 08) mimmtes 33 seconds West,

2682.59 fect distant therefrom; &
+ Thence North 89 degrees 45 minutes 4§ 8 W tance of 5294.37 feet to a point on
‘the Westerly line of said Section 29( % ' e&(}m\

west corner of sald Saction 29,
South 00 degrees 57 mimltcs 26

s

being matrked by a one and one
seconds West, 2700.17 feet distant \/:fmm

Thence North 00 degrees 57 mmumc st . dong saxd Westerly line of Section 29,

a distance of 58.11 feet t0 the EIN
AND EXCEPT:

Cornmencing at the d Section 29. being marked byall/2inchi fron bar;
tc 26 seconds East, alcng the thar]y line of said Section 29,
to

a distance 30 tha TRVE POINT OF BBbINNmG
Thence conumnqg \Ionh @@ees 57 minutes 26 seccnds East, and along said Weststly line,
a d:stance of 386,

: xxxm 88 degrccsz 05 minutes 50 seconds East, 320.00 fees;
Thence S M 57 minutes 26 seconds West, 376.50 feet;

Thence North 89 degrees 57 mimutes 16 seconds Wes:, 320.00 fest to the TRUE POINT OF
BEGINNING,




| 03/17/2005 13:84 FAX 480 970 3423 ZEITLIN & ZBITLIN Rooe

EXHIBIT "A"

LEGAL DESCRIPTION
PARCEL 1: ’

The North half 6f Bection 29, Township 5 South, Range 3 East, Gila
and Salt River Base and Meridian, Pinal County, Arizona, together
with the following describad Parcel:

BEGINNING at the West quarter corner of maid Sectio
marked by a half inch iron bar with aluminum cap;

THBNCE North 87 degrees 22 minutes 32 seionds B
Bast-Weat Mid-sectlon line of said section 29, £
5305.36 fest toc the East quartex corner sald
marked by a 1 inch plastic cap;

THENCE South 01 degrees 08 minutes 33 ssuon
Baaterly line of said sSection 29, a dist:
point from which the Southeast corner o
marked a half inch iron bar, bears
33 seconds Wast, 2682.59 feet distant

THENCE Nofth'es degreas 45 min <;?' ds t, a distaﬁca of
5294.37 feet to a goint on the West 5% sald Bection 29, -
from which point tha Southwest coxhis

ok @ 8ection 29, being
marked by a one and one hal dron biux, bears South 00 degrees
57 minutes 26 seconds Wast ael tant therefrom;

THENCE North 00 degrees 57 wminutes 28 gagondg Easttélbng said
Westerly line of Section 29, distanca.©f 58.11 feet to the POINT
OF BEGINNING. o

n 29, being .
28 08 minutes

PARCEL 2: _ » ‘

The Southwest quarter of Section 20, Towiship 5 South, Rangas 3
Bast, of the Gila alt Rivexr/Base and Maridian, Pinal County,
Arizonsz.

BXCBPTING all cogl,| oil, and othexr mlnexral deposits, as

fesgrved uQ53:§§:£i>ttd Statas of Americ-a in the Patent of said
and. : h




EXHIBIT B
E RDINATION AGREE

ADJACENT OFFSITE INFRASTRUCTURE IMPROVEMENTS




| EXHIBIT C
INFR AT REEMENT

START WORK NOTICE

-

PVU will have extended sewer lines within two miles of the developm
capacity to serve the Land to meet its intended use. :

planned sufficient




EXHIBIT D
INFRASTRUCTURE COORDINATION AGREEMENT

DESCRIPTION OF SCW AND PVU SERVICES TO BE COORDINATED BY Coordinator

- , SCW
- Expand the existing CC&N water service area to include the Land
- Prepare a master water plan with respect to the Land

- Extend a water distribution main line to the
- Provide will-serve letters to applicable gove

. plat approvals with a schedule of commitment d

- Obtain a 100-year assured water supply and :
final plat approvals and Department of Redl Estate appro

- Provide expedited final subdivision plat watei: iqx ovement plan check and

coordination with the Arizo: en vironmental Quality for Approvals
to Construct
agreemient for construction of infrastructure

- c.Obta'in/Devel«op faciliti;!‘ X
within the Land (subject td rej

- Expand the exisﬁnga?dﬂ\

- Prepare a master w: /e ' with fespect to the Land

- Develop a maste eclaim:S\ ter treatment, retention, and distribution plan
including interim wellwater supply for lake storage facilities.

Watef Quality Plan as necessary.

rve letters to applicable governmental agencies necessary for final
! lat approyals with a schedule of commitment dates personalized for the Land

' - “Provide-expedited final subdivision plat wastewater improvement plan check and
ination with the Arizona Department of Environmental Quality for Approvals
to Construct

- Obtain/Develop facilities extension agreement for construction of infrastructure
! within the Land (subject to reimbursement)




‘ EXHIBITE
| RASTRU COORDINATIO REEMENT

E EXTENSION AGREEMENT — SANTA CRUZ WATER CO

This Agreement is made this day of

SANTA CRUZ WATER COMPANY L.L.C. an<z1 naK} i

("Company™), and Y-

RECITALS

A, Developer desires that wa i ed to and--fbrfits real estate |

development located in Parcel onsisting of (single family,
multifamily, or commercial) lots, in nal C ithin the general vicinity of the City of

Maricopa, Arizona (the "Developmer egal description for the Dev_elopmént is attached

ubjectfo the terms and conditions set forth hereinafter, Developer is willing to
construct and install facilities within the Development necessary to extend water utility service to
| and within the Development, which facilities shall connect to the Company’s system as generally

shown on the map attached hereto as Exhibit “B.” Company is willing to provide water utility




.

water distribution mains and pipelines, valves, booster

~each lot or iacuildirig within the De\?er

attached hereto and incorporated h elr

hereby aéknowledgcd, the parties heré;by agree as followsro

service to the Development in accordance with relevant law, including the rules and regulations
of the Commission on the condition that Developei fully and timely perform the obligations and

satisfy the conditions and requirements set forth below.

COVENANTS AND AGREEMENTS: \
- NOW, T}iERE_FORE, in consideration of the followin yenants and

agreements, and other good and valuable conside}aﬁon, the receipt

1. Construction of Facilitiggl . Developer a;

"Facilities"). The Facilities shall connect t

herein (incl\ﬁh\ﬁ uh limitatiorf, Company's rights of plan review and approval and -
inspection of final egnstruct:

AN N

assocm%: t:j;ajlitics, and Developer shall be liable for and pay when due all costs,
expenses, clai }\/xab%ties associated with the construction and installation of the Facilities.

2. Construction Standards and Requirements. The Facilities shall meet

Developer shall be responsible for all construction activities

and comply with Company's standards and speciﬁcations, and all engineering plans and

specifications for the Facilities shall be approved by Company and its engineers (“Company’s




- have Company’s Engineer inspect and test the Faciliti

Engineer”), prior to the commencement of construction, Company and Company’s Engineer
shall review the plans and specifications and shall provide any requifemehts or comments as
soon as practicable. Developer shall require that its contractor be bpund by and conform to the

plans and specifications for the Facilities as finally approved by Cbmp ¢ construction and

governmental authority having juﬁsdiction thereover. Q _ _
3. Rightof have the right to

nés during the course of

ifications, If at imy time

efforts (“Corrective Action™, Co \an)?'ves the right to withhold approval and to forbid

connection of any defe ive p of the Facilities to Company’s system unless and until the

Facilities ha

[xd

ted in atbordance with plans and, speciﬁcations and all appﬁcable
regulatory requi ts. - Futther, Developer shall promptly undertake any Cofrective Action
requi e remm defects and deficiencies in construction, materials and workmanship
upon receip i¢e by Company. The foregoing notwithstanding, Company shall not
unreasonably withhold or delay acceptance of the Facilities.

4, Transfer of Ownership. Upon completion and approval of the as-built

Facilities by Company and any other governmental authority whose appfoval is required,




Devéloper shall transfer all right, title and interest in the Facilities to Company via a bill of sale
in a form satisfactory to Company. Thereafter, Company shall be the sole owner of the Facilities
and be responsible for their operation, maintenance and rcpair. Company's ownership and
responsibility shall include -all distribﬁtion mains and/or related enances within the

Development up to the point of connection to the service line of each custom iving service,

Maintenance and repair of each service li'ne, which lines are not p cilities; shall be

’Developér's, the - Development’s of each individual @mers
% ne year from the .-
in/naleridls and workmanship.

liens 'and.enqumbfahces, and unless i i ling lien claims has expired, shall

-performed by or on behalf of Developer shall be warranted b

provide evidence in the form of ki R

reproducib] ings. “Developer shall also provide an accounting of the cost of -
constructing and installing the

paragr/%&&biw. Company shall have no obligation to furnish service to the Development or

icilities, which amount shall be refundable in accordance with

to accept theix, \féﬂjﬂ ¢ Facilities until Devéloper has complied with this paragraph.
6. Easements. Developer shall be responsible for obtaining all necessary
easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate




size, location, and configuration so as to allow Company ready access to the Facilities for

maintenance and repairs and other activities nécessary to provide safe and reliable water utility

service. Such easements and rights-of-way shall be provided to Company by Developer at the

Costs it incurs.
advm{ck\i i ion and be subject to refund pursuant to paragraph 8, below.
of Advances. Company shall refund annually to Developer an

amount equal to seven percent (7%) of the gross annual revenues received by Company from the

provision of water utility service to each bona fide customer within the Development. Such

refunds shail be paid by Company on or before the first day of August, commencing in the fourth




| | |
J calendar year following the calendar year in which title to the Facilities is transferred to and
accep_ted by Company and continuing thereafter in each succeeding calendar year for a total of

twenty-two (22) years. No interest shall accrue or be payable on the amounts to be refunded

hereunder, and any unpaid balance rgxnainhig at the end of such twen%::’iod shail be
non-refundable. In no event shall the total amount of the refunds paid by y hereunder

N

exceed the total amount of all advances méde by Developer hereun

provision, the total amount of Develb_pefs advances '_shal]@ equal actual cost of
conétructing the Facilities, less the éos;s of any corrective actiq in paragraph 3 -
aBoyé, the costs of curing any défects arising duﬁng_ th ‘ arrantyb , és provided herein, and
tﬁe costs of any unreasonable overtime in ‘ of the Facilities, above, and
the amQunts jgaid by De\)eloper to Co tive Costs puféuant to paragraph 7,
above, - A | |

9 Co Subject to the condition that Developer

fully perform its obligations un this A rent, Conhpany’ shall pfovide water utility service
to all customers within the Dev lopm@?ac}cordance with Company's tariffs and schedule of

es and regulations of the Commission and other regulatory

the Facilities in the'eyent Develgper fails to make any payment provided in this Agreement, fails
to co{m\m{&dimtaﬂ/ c/'ﬂ‘-acilities in accordance with Company's standards and specifications
} and in accorda@ﬁe applicable rules and regulations of ADEQ, the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

| terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Development until such time as




Company has accepted the transfer of the Facilities, and all amounts that Developer is réqﬁired to
pay Company hereunder have in fact been paid. The foregoing notwithstanding,'the Company
shall not terminate service to any customer within the Development to whom service has been

properly established as -a consequence of any subsequent breach

-

Developer hereunder.

10 Lisability for Income Taxes. In the event it i

receives such

Company as of the date of this Agreement or at the time ' actually

- advances hereunder, Developer will advance funds fo /Companye to the income taxes

resulting from Developer’s advance hereur

~ by a governmental authority, amendmen he Intemal Revenue Code, any regulation

ige)or sifnilar change to any statute, rule or regulation

substantiate the Comparfy’§ Tiability for income taxes resulting from the Developer’s advances in
aid of co erthis Agreement. In the event that additional funds are paid by
Developer under graph, duch funds shall also constitute advances in axd of construction.
In amm Developer :} indemnify and hold Company harmless for, from and against any tax
related inter\&ﬂes/ d penalties assessed against Company and otﬁer costs énd expénsw :
incurred by Company as a consequence of late payment by Developer of amounts described

above.

I1.  Notice. All notices and other written communications required hereunder




shall be sent td the parties as follows:
} , COMPANY:

Santa Cruz Water Company, L.L.C.
Amn; Cmdy M. Liles, Vice President
| 22601 N. 19" Avenue

! Suite 210" - 2

' Phoenix, Arizona 85027

- DEVELOPER:

- Each party shall advise the other p

notice is to be provided hereunder

“ 12. \gresmeitb, and all rights and obligations

hereunder, shall be subject to and and regulations of the Commission

relating to domestic water utiliti ' etteral shall be govemned by and construed in

accordance with the laws of the

§ m& Deve]oper understands and acknowledges that
:\mm/yzn

| Company's rates and char ‘ d conditions apphcable to its prowsxon of utility
‘service, may be modi /&_o\nh'{rejto-time by order of the Commlssxon. Company shall
provide Dev@r th cakgfsuch orders that may affect Developet’s rights and obligations

hereunder.

\ \
Time] is of the Essence. Time is and shall be of the essence of this

( ~ Agreement.

14.  Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and agaihst any and all claims, demands and other liabilities and

r expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise




4

relating to Developer's failure to comply with any of the terms and conditions contained herein,,
including (without limitation) Company's refusal to serve any unit within the vD'evel'opment based
on Developer’s failure to pay all amounts required hereunder in a timeiy manner. Developer's.

duty to vindemnify Compmy shall extend to all construction activities dndertz en by Developer,

its contractors, suboontrac;tors,.agents; and empioyees hefeunder.'.

15.  Successors apd Aggigg. s. This Agre_emeni i
perform all of |
the aséignofs duties and obligations hereunder. This Agreeme ‘ and conditions

- contained herein shall be binding upon and shall inyte/to the béxefit-of the success__ois and.

O

assigns of the pafties. '
16.

- mediation, arbitration or litigation.

17.  Integrationy One “Agreement. This Agreement supersed'w all prio;"

agreements, coniracts, rcprcscnt

written or oral, C\ '
| ttorneys’ Feés. The prevailing party in any liﬁgaﬁon or other
relago this Agreement, or the enforcement thereoﬂ_éhall be entitled

nable attorneys’ fees.

standings concerning its subject matter, whether

proceeding conc
to
Authority to Perform. Company represents and warrants 1o Developgr
that Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority

to enter into and fully perform this Agreement.




DEVELOPER: COMPANY:

SANTA CRUZ WATER COMPANY, L.L.C.
an Arizona limited liability company

By B " By \

Cindy Liles w
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EXHIBIT “C”

Watey Facilities Budget . _ :
(Required to be completed by Developer prior to execution of ‘agreement)

-

-

8" C-900, Class 150 Water Main
8" Valve Box & Cover '
Fire Hydrant, Complete

3 /4" Double Water Service
3/4” Single Water Service

1 %4’ Landscape service

2” Landscape service

1” Landscape service

Subtotal

Sales Tax

Total




accordance with relevant law, including the rules and regulations of the Commission on the

condition that Developer fully and timely perform the obligations and satisfy the conditions and

requirements set forth below.




~ herein by this reference (veferred to hereinafier as the [FAcili

“hereby acloaowledgei the’parfi&c hereby agree as follows:

to the Company’s system at the point show

.map :attached hereto as Exhibit

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in consideration of the following covenants and

agreements, and other good and valuable consideration, the receipt and sufﬁciency of which are .

acilities shall connect

i

Development in a manner which allow

limitation, Company’s rights of apd approval and inspection of final construction);

Deveipper shall be responsible tion activities associated with the Facilities, and

associated co on and 1iistallation of the Facilities.

21. Const%on Standards and uirements. The Faciﬁties shall meet

with Comp;ny's standards and specifications, and all engineering plans and
speciﬁcwnies shall be approved by Company and its engineers (“Company’.s

Engincer”) prior to the commencemént of construction. Company and Company’s Engineer

shall review the plans and specifications and shall provide any requirements or comments as

soon as practicable. Developer shall require that its contractor be bound by‘and conform to the

4 generally depicted on the

i C& _pay when due all costs, expenses, claims and liabilities




'required to reniedy‘ su (ﬁ? €

plans and specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the

Arizona Department of Environmental Quality (“ADEQ™), the Commission, and any other

govemmental authority havmg Junsdxctzon thereover

22; g)_xg of Insge_ctxon; Corrective Acggn Company st

connection of any defectxve portion of the ities to Company’s system unless and until the

i accordance with plans and specifications and all applicable

Facilities have been cor_lstruct

regulatory requirements. Furth evelo r shall promptly undertake any Corrective Acnon

eﬁcxencles in construction, materials and workmanshxp

f&tﬁc\ww . The foregoing notwithstanding, Company shall not
ithheld ot del eptance of the Facilities. :

\ 23. Tlhsfer of Ownership. Upon completion and approval of the as-built
Facxlm\\Co 41(1 any other govemmental authority whose approval is required,

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale

in a form satxsfactory to Company. Company, in its sole discretion, may require Developer to

conduct a video inspection of any of the Facilities prior to final approval and acceptance to




liens and encumbrances, and unless £

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner bf

the Facilities and be responsible for their operation, maintenance and repair. Company's

" ownership and responsibility shall include all pumping stations, marnholes, collection and

transmission mains and/or related appurtenances within the Develo up to the point of

connection of the sewer line of each customer receiving service -to ection main.’

performed by or on behaif 6f Developer shall be warranted by I operforbne year from the

date of transfer of the Facilities to' Company agains 4ls and workmanship.

s

provide evidence in the form of fi VA

para , below. Company shall have no obiigation to furnish service to the Development or

to accept the f 1e Facilities until Developer has complied with this paragraph.

25.  Easements. Developer shall be responsible for obtaining all necessary

easements and rights-of-way for the construction and installation, and subsequent operation,

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate

es are free and clear of all =~




-y v ’

" Developer shall also reimburse Company for the cost
: énd costs that are incurred by Company

_approving thg.'v plans and specifications

" inspecting the Facilities duﬁngcow?%: Sipers .
Company, for obtaining'any necessary approvalfrom governmental autharities (collectively the

sizé, location, and configuration so as to allow Company ready access to the Facilities for
maintenance and repairs and other activities necessary to provide safe and reliable sewer utility

service. Evidence of such easements mzd rights-of-way shall be provided to Company by

acilities pursuant to

Developer at the same time as Deyelbper transfers ownership of
paragraph 4, above. At the time of transfer,-all easements and rights-of-

physical encroachments, encumbrances or other obstacles, Comp fym o responsibility
to obtain or secure on Developer 3 beha]f any such easeme@or ngl‘( ‘ A

'\t the time of the signing of this Agreement, the
any of Seven Thousand Five Hundred Dollars

-

“Administrative Costs”). For c@m}s%,
Developer will pay an advance\to‘the Com

- ($7,500). Developer 5{({’:\% itional advances to Company, as may be requested by
e

Company i m 1\ to-time, to rexmburse Company for any additional Admmxstranve

Costs it incurs. \l\wxoun aid to Company pursuant to this provision shall constitute

)

ction and be subject to refund pursuant to paragraph 8, below.

adv aid of cons

unds of Advances. Company shall refund annually to Developer an
amount equal to two and one-half percent.(Z.S%) of the gross annual revenues received by
Company from thekp‘rovision of sewer utility service to each bona fide customer within the

Such refunds shall be paid by Company on or before the first day of August,

Development,




commencing in the fourth calendar year following the calendar year in which title to the
Facilities is transferred to and accepted by Company and continuing thereafter in each

succeeding calendar‘year for a total of twenty-two (22) years., No interest shall accrue or be

payable on the amounts to be refunded hereunder, and any unpaid bal
of such twenty-two year period shalt be non-réfundable; In no event shall the amount of the
refunds paid by Company hereunder exceed the 'tqtal amount of all af

hereunder, For the purposes of _thisl provision, the total m@m of

action as deﬁne_d in paragraph 3 é.bee, the costs of arising dpﬁng the

ple overtime incurred in the.

ér/this Agreement, Comﬁany shall provide sewer utility semce
to all customers within the Develg : Q& cordance with Company's tariffs and schedule of

rates and charges for sefvice, the tules and regulations of the Commission and other regulatory .
authorities Howev¥r, Company shall havewno obl'igation to accept and operate
the Facilities in the‘eyent Develgper fails to make any payment provided in this 'Agreement, fails
to co(nsx\ru and install the Facilities in accordance with Company's standards and specifications
and in accor e applicable rules and regulations of ADEQ), the Commission or any

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the

terms and conditions of this Agreement. Developer acknowledges and understands that

Company will not establish service to any customer within the Developmerit until such time as




-Company es of the date of this Agreement or at the ti

. twenty (20) diays folfowing notificationte ?/'\ier

* such advances constitute taxable iﬁco )

~ relating to this matter. ' Such noti

Company has acce';—n‘t“ec.i‘the transfer of the Facilities, and all amounts that Developer is required to
pay COmpany hereunder have in fact bg:en paid. The foregoing notwithstanding, the Company
shall not terminate service to any customer within the Development to whom service ﬁas been
properly established as.a ‘Eonsequem;,e 6f _ ény subsequent breach ot\nonperformance by
Developer hereuhdcr " _ * v

29.  Liabijlity for Income Taxes. In the event it i3 deteymiired thatzgll or any :
portion of Developer’ s‘advanc&s in a:d of construction h@n ‘ QQZW 3 ge income to

adlly receives such .

advances hereunder, Developer will advance funds o'Comp to the income taxes

resulting from Developer’s advé.nce_ here e paid to Company within

etenmnanon has been made that any

irtue of any determmatxon or not:ﬁcatxon

by a governmental authonty, amendmen o~the Intemnal Revenue Code, any regulanon

promulgated by the Internal Revénde Servi eNor sxmilar change to any statute, rule or regulation
@Q

include documentation reasonably necessary to

substantiate the Compayfy’s liability. for income taxes resulting from the Developer’s advances in
aid of constfuction und \dhzs Agreement In the eveni &at additional funds are paid by "
Developer under thi axggrap>uch funds shall also constitute advances in aid of construction.
In addi 'oh,D\eyeloper shal] indemnify and hold Coﬁxpany harmless for, from and against any tax

related interest, fines” arid penalties assessed against Company and other costs and expenses

incurred by Company as a consequenée of late payment by Developer of amounts described

above.

30.  Notice. All npotices and other written communications required hereunder




shall be sent to the parties as follows:
COMPANY:

Palo Verde Utilities Company, L.L.C.
Atn: Cmdy M. Liles, Vice Prmxdent
22601 N, 19 Avenue

Suite 210, - . .
Phoenix, Arizona 85027

DEVELOPER:

Each party shall advise the o

notice is to be provided hereunder.
3L

hereunder.

32.  Time is of the Essence. Time is and shalil bevof the essence of this

Agreement.

33,  Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all claims, demands and other liabilities and




- its contractors, subcontractors, agents, and employees hereunder.

) the pames prov1ded that the asmgnee agrees in wntmg to be b

the assignor's duties and obhganous hereunder. This Gu%\al
) I,

~ contained hcrem shall be bmdmg upon
assigns of thg parues

expénses (includix;g“ ;;tomeys' fees and other costs of litigation) arising out of or otherwise
relating to Developer's failure to comply with any of the terms and conditions contained herein,
including (wit_hout limitation) Company’s reﬁisal to serve any unit within the'Devélopment based
on D_eveloper’s failure to pay all amouﬁts required hereunder in a ti %anner. Developex’é

duty to indemnify Company shall extend to all construction activities underi Developer,

Qassx by either of o

ly perform all of

34.  Successors g_gg Assigns. This A@ment

terms and conditions

efit of the successors and

Dispute The\ hercto agree that each wxll use good

faith efforts to resolve ‘through negotxano \xs{utes arising | hereunder without resomng to

mediation, arbitration or htxgatxo(n. f\ , N

36.  Integration; One Agreement. This Agreement supersedes all prior-

NN

i

written or orﬁ\\
37

\Aggmgsf’ Fees. The prevailing party in any litigation or other

agreements, contracts, @W&nd understandings concerning its subject matter, whether

38.  Authority to Perform. Company represents and warrants to Developer
that Company has the right, power and authority to enter into and fully perform this Agreement.

Developer represents and warrants to Company that Developer has the right, power and authority




o and fully perform this Agreement,

to enter int




DEVELOPER: co NY:

PALO VERDE UTILITIES COMPANY, LL.C.,
an Arizona limited liability company




- EXHIBIT “A”
- Legal Description




EXHIBIT “C”

' : Wastewater Facilities Budget
(Required to be completed by Developer prior to execution of agreement

Item - QTY  UNIT UNITS, TOTAL $
i 8" SDR 35 Sewer Main. =~ - LF

10” SDR 35 Sewer Main ’ LF

4’ Manhole . EA

Sewer Cleanout - - EA

4” Sewer Service v Eb

Subtotal

- Sales Tax
Total
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Arzona Corporation Commission
BEFORE THE WB)RAT 10N COMMISSION

‘CARL J. KUNASEK

CHAIRMAN SEP 171993
JMIRVIN
COMMISSIONER DOCKETED BY
WILLIAM A. MUNDELL L)
COMMISSIONER "
IN THE MATTER OF THE APPLICATION OF DOCKET NO. SW-03575A-98-0327
PALO VERDE UTILITIES COMPANY FOR A I
CERTIFICATE OF CONVENIENCE AND
NECESSITY AND FOR APPROVAL TO ISSTIE
COMMON STOCK.
IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-03576A-98-0328
‘SANTA CRUZ WATER COMPANY FOR A _ A
CERTIFICATE OF CONVENIENCE AND pECIsSioNNO. (144 3
NECESSITY AND FOR APPROVAL TO ISSUE
COMMON STOCK. OPINION AND ORDER
IDATE OF HEARING: April 28,1999
JPLACE OF HEARING: Phoenix, Arizona
IPRESIDING OFFICER: Marc E. Stem
APPEARANCES: FENNEMORE CRAIG, by Mr. Jay L. Shapiro, on behalf of
Applicants, Palo Verde Utilities Company and Santa Cruz
Water Company; and
Mr. Peter A. Breen, Staff Attorney, Legal Division, on behalf of
the Utilities Division of the Arizona Corporation Commission.
JBY THE COMMISSION:

On June 22, 1998, Palo Verde Utilities Company (*PVU") and Santa Cruz Water Company

(“SCW”)' each filed with the Arizona Corporation Commission (“Commission”) an application for a

iCertificate »f Convenience and Necessity (“Certificate”) to provide public wastewater treatment and

water service, respectively, and for approval to issue common stock.

On February 26, 1999, the Commission’s Utilities Division (“Staff’) filed a Motion to
Consolidate (“Motion”) the above-captioned matters for purposes of hearing.

On March 4, 1999, by Procedural Order, PVU’s and SCW’s applications were consolidated

ffor purposes of hearing. Further, Applicants were ordered to provide notice of the applications and

! Hereinafter, P W and SCW referred to as Applicants.

Exhibit 2




DOCKET NO. SW-03575A-98-0327 ET AL.

u—

hearing thereon. _

On April 7, 1999, Staff filed its Staff Report recommending approval of the applications tv.
the Certificates herein after a hearing.?

On April 28, 1999;a full public hearmg took place before a duly authorized Hearing Officer
of the Commission at its offices in Phoenix, Anzona Applicants and Staff appeared with counsel.
At the conclusion of the proceeding, the matters were taken under advisement pending submission of

a Recommended Opinion and Order to the Commission.
* * * * * * * * * *

O 00 Ny & w»n A~ W

Having considered the entire record herein and being fully advised in the premises, the

ot
o)

Commission finds, concludes, and orders that:

—
—

. FINDINGS OF FACT
1. On January 22, 1998, PVU and SCW filed applications for Certificates authorizing

b
LN

them to construct, operate, and maintain facilities to provide wastewater treatment and water service

....
S

to the public in an area of approximately 1,640 acres in an unincorporated area of Pinal Cou

-
3]

Arizona which is more fully described in Exhibit A, attached hereto and incorporated by reference.’

Ja—
N

2. PVU and SCW are Arizona corporations that were incorporated by Mr. Michael

—
~J

Reinbold who is a principal in Pecan Valley Investments L.L.C. (“Pecan™), a limited liability

—
o0

company, that will be thie sole owner of the stock of the two Applicants.

-
[{e)

3. Mr. Reinbold is also a principal in another corporation, RHS Properties, Inc., which

ro
o

together with El Dorado Holdings, Inc. is involved in ajoint venture to develop the area described in

ro
p—

Exhibit A as a master planned 6,000 unit subdivision known as Rancho El Dorado (“Rancho”).

[\
[\

4. Rancho’s developers are also planning to develop a commercial village center and an

Do
(W8}

18-hole championship golf course with a 25 acre lake. Several schools will also be built in the area

o
S

sought to be certificated.

o8]
(3]

5. Applicants are projecting customer growth of 242 customers in their first year of

N
o

2

Although Staff inadvertently neglected to include in is recommendations in the Staff Report
approval of the financing applications, Staff recommended their approval at the hearing.

The area described in Exhibit A is located near the community of Maricopa and is located minutes from
Interstate 10 and Chandler, Arizona.

N
<

[
-]

2 DECISIONNO. /2/7¥ 3




DOCKET NO. SW-03575A-08-0327 ET AL.

operations and adding 242 customers per year thereafier. Applicants project there will be

BN

approximately 1,210 residential customers by the fifth year of operations.

6. There are no other public or municipal wastewater treatment or water utilities in or

near the area sought to be certificated herein that can provide the required services to the area

described in ExhibitA.

7. Rancho’s developers have secured the necessary zoning permits for construction in the
area described in Exhibit A.

8. PVU and SCW have obtained their required franchises from the Pinal County Board

O O N O & s W

of Supervisors which will permit them to construct their facilities within the public rights-of-way.

-
o

g. The :roposed certificated area is located within the Pinal County Active Management

-—
—_—

Area. Mr. Reinbold testified that there are approximately five wells located within the area described

—
38}

in Exhibit A and that hydrology studies have revealed that SCW will have adequate water to supply

-
(48]

its customers.

-
H

10.  Although Applicants have no direct experience owning and operating public water and

-
[&)]

wastewater facilities, Mr. Reinbold has previously been involved in the development of their

—_
»

infrastructure and has been engaged in discussions with Aqua Source, a California-based company,

-—
~¢

with experience in the operation of public utilities, to provide for their day to day management.

-
(o]

11.  Although Rancho’s development will take place in five phases, Mr. Reinbold

-
[{e]

envisions a million gallon reservoir being constructed for each of the first two phases of development

N
[

for the water utility and 300,000 gallons per day of sewage treatment capacity for the first phase and

NN
—

450,000 gallons per day of added sewage treatment capacity by the end of the second phase of

N
N

development.

N
w

12.  Asthejoint venture partners develop Rancho, large parcels of land will be sold off to

N
o

between five and seven major home building companies that will actually build the homes within the

N
[4)]

development.

N
o

13.  PVU and SCW have secured the services of a certified operator approved by the.

Arizona Department of Environmental Quality (“ADEQ’) who will be responsible for operating both

3]
-

w
-]

the wastewater treatment and water facilities.

| | j 3 DECISIONNO. (/542
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14.  Neither PVU nor SCW have secured a Certificate of Approval to Construct (“CA”
iom ADEQ for either system. SCW has not secured a Certificate of Assured Water Suppry
“CAWS”) issued by the Arizona Department of Water Resources (“ADWR?) to any home builders
T developers that are ready to proceed with construction.

15.  While the‘construction plans g;xd cost figures for both the wastewater treatment system
nd the water utility appear to be reasonable and appropriate, there is no evidence with respect to
vhether the proposed plant in service will be “used and useful” and such determination will have to

e made during a future rate proceeding.

16.  The initial rates and charges for SCW’s and PVU’s water and wastewater treatment

ervices, respectively, as recommended by Staff and as proposed by Applicants are as follows:

WATER RATES
Proposed Rates
: SCW Staff
MONTHLY USAGE CHARGE: :

518" x ¥ Meter $25.00 $16.5,
%" Meter 25.00 24.75
I Meter 62.50 41.25
1 %" Meter 125.00 82.50
2” Meter 200.00 132.00
3” Meter 400.00 247.50
4” Meter 625.00 412.50
6’ Meter 1,250.00 825.00
Gallons included in minimum 1,000 0
Gallonage Charge per 1,000 Gallons $2.60 $2.80
Construction and standpipe charge $3.60 $2.80

4 DECISION NO. 2/ 743 }




f DOCKETNO. SW-03575A-98-0327ET AL.
\
I PAYMENT IN LIEU OF REVENUE CHARGE TO BUILDERS AND DEVELOPERS:*
2
5/8” x ¥ Meter $1,694.00 $0
; 3 ¥ Meter 1,694.00 0
i 1--Meter ‘ 4,235.00 0
| 4 1% Meter _ * 8,471.00 0
% 5 2” Meter - - 13,553.00 0
3” Meter ~ . 27,106.00 0
6 4” Meter 42,353.00 0
6" Meter : 84,705.00 0
7
SERVICE LINE AND METER INSTALLATION CHARGES:
81 (Refundable pursuant to A.A.C. R14-2-405)
o1 s/ x % Meter $400.00 $370.00
10 ¥4 Meter ~440.00 415.00
1” Meter 500.00 480.00
11 1 % ‘Meter 715.00 700.00
2” Meter Turbo 1,170.00 N/A
12 2” Meter Compound 1,700.00 $1,760.00
13 3" Meter Turbo 1,585.00 N/A
3” Meter Compound 2,190.00 $2,300.00
14 4" Meter Turbo 2,540.00 N/A
4” Meter Compound 3,21500 $3,325.00
15 6" Meter Turbo 4.815.00 N/A
16 6’ Meter Compound 6,270.00 $6,430.00
17 SERVICE CHARGE:
18§  Establishment $25.00 $25.00
-} Establishment (After Hours) 50.0Q 45.0Q
19§ Reestablishment (Within 12 Months)
20 Reconnection (Delinquent) $30.9Q $25.0Q
Meter Move at Customer Request
51 | After Hours Service-Charge, per Hour $5Q,09 NIA
Duposit
‘f 22§ Meter Re-Read (If Correct) $15.00 $15.00
NSF Check 10.00 15.00
23 ¥ Late Payment Charge (Per month) 1.50% 1.50%
: 24 Deferred Payment (Per month) 1.50% 1.50%
i
25 * . .
Number of months off system times the monthly minimum per A.A.C. R14-2-403(D).
26
27 ‘ The record established that Applicants are proposing a tariff for the imposition of @ Payrpent i Lieu of
| tevenue (“Pilor’”) Charge on builders and developers as their lots are sold to buyers in order to pay operating expenses to
sz | € the cpstomers’ wastewater treatment apd water rates lower than shoulgi be charged. Additionally, ft}nds from these
‘harges will be added to subsequentequity investments to pay for the remaining four phases of construction.
5 DECISIONNO. (z/ 793
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k%
1 . Cost which includes parts, labor, overhead and all applicable taxes.
**  Per AA.C. R14-2-403(B).
2 WASTEWATER TREATMENT RATES
3
. : Proposed Rates
4 . . BVII Staff
s MONTHLY USAGE CHARGE:
6 5/8” x % Meter $33.00 $39.00
¥ Meter 33.00 58.50
7 1” Meter 82.50 97.50
14" Meter 165.00 195.00
8 27 Meter 264.00 312.00
3” Meter 528.00 585.00
o 4” Meter 825.00 975.00
10 6’ Meter : 1,650.00 1,950.00
11 |- EFFLUENT CHARGE:
12% Per Acre Foot $100.00 | NIA
138 PAYMENT IN LIEU OF REVENUE CHARGE TO BUILDERS AND DEVELOPERS:
14 '
5/8” x ¥ Meter - $2,509.00
15 ¥ Meter 2,509.00 0
1” Meter 6,272.00 0
16 115" Meter 12,544.00 0
17 2" Meter 20,070.00 0
3” Meter 40,139.00 0
181 4” Meter 62,718.00 0
6” Meter 125,435.00 0
19 ’
20 SERVICE CHARGE:
21 Establishment $25.0Q $25.09
Reestablishment (Within 12 Months)
72 § Reconnection (Delinquent) $30.00 $30.00
After Hours Service Charge, (Per Hour) 50.9Q 50.00
| 23§ Deposit
| NSF Check $10.00 $10.00
‘ 248 Late Payment Charge (Per month) 1.50% 1.50% -
95 Deferred Payment (Per month) 1.50% 1.50%
26 * - - - ~
. Number of months off system times the monthly minimum per A.A.C. R14-2-603(I"
27 Per AA.C. R14-2-603(B).
7R 17.  The record established that Applicants are proposing that the funds collected from the
6 DECISION'NO. &[54 3 |
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p—

Pilor charges be treated for accounting purposes as revenues, and permit Applicants to, in effect,

build their future rate base indirectly with monies paid by the customers of the builders and

developers instead of with investor funds or by means of refundable advances pursuant to the terms
of main extension agreemeénts with the builders and developers.

18.  PVU’sand SCW’s Pilor char’g’es were initially to be paid to Applicants upon the sale
of each impfoved parcel or so called “super pad” to the major builders and developers. However,
during the proceeding, Applicants indicated that it would be acceptable to them if these fees are paid

on a per lot basis as each lot is resold by the builders to the future customers of PVU and SCW.

o 0 3 O 9 ke W N

19.  In this case, Staff recommends that the Commission not approve the use of the

—
[en}

proposed Pilor charges primarily because Applicants’ utility plants would be constructed largely with Lo

Pk
b

the contributed funds of the builders and developers and not by investor funds, debt or refundable

—
3]

main extension agreements as is normally the case.

[y
wI

20.  Staff further recommends that the proposed Pilor fees should be rejected by the

—
o~

Commission because they would be inequitable to PYU’s and SCW’s customers because the funds

-
[3,]

would be collected by the homebuilders from the lot buyers and paid to Applicants to fund plant

—t
N

construction and pay operating expenses. Subsequently, as utility plant is constructed with customer

[y
-~

funds, in future rate cases the customers will be required to pay in rates a return on utility plant that

Pt
[~

their own funds have already paid for.

o
=)

21.  Staff did not dispute that without the Pilor charges proposed by Applicants that PVU

[
<

and SCW could possibly suffer a loss of approximately 1.4 million dollars after five years of

N
[y

operations based on Staffs proposed rates and Applicants’ projections,

[
3*]

22.  PVU and SCW have five possible solutions to offset hypothetical losses as follows:

3]
(OS]

first, PVU and SCW can be subsidized; second, Applicants may issue debt; third, Applicants may

[}
o

apply for rate relief in order to provide more revenues to offset projected expenses; fourth, PVU and

| ]
wn

SCW could utilize Commission approved refundable main extension agreements; and fifth,

[\
(@)

Applicants may use a mixture of all of the preceding solutions, but Applicants did not give any

(3]
|

indication that they are willing to do so.

)
20

23.  Staff is also recommending that PVU and SCW include in their tariffs provisions for

7 DECISIONNO. 72/ 943
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DOCKET NO. SW-03575A-98-0327 ET AL.

he collection of any privilege, sales, or use tax with respect to their operations of the sewer and w
tility systems, in accordance with A.A.C. R14-2-409(D)(5) and A.A.C. R14-2-608(D).,,
espectively.

24.  PVU’s and SCW’s financing applications seek the Commission’s authorization for
inancing approval f;r the issuance of $2,8’§6,301 in equity for PVU and $3,657,676 in equity for
yCW. The proceeds of thes.e stock issuances will be used to fund the construction of the first phase
f the wastewater and water plants and to establish working capital.

25. It was then planned that monies from the Pilor fees along with additional equity
nvestments by Applic_ants’ owner would then be used to help fund plant construction during the four
emaining phases planned for the development of Rancho.

26.  According to Mr. Reinbold, if the Commission approves PVU’s and SCW’s proposed
ates and charges along with the proposed Pilor charges for the utilities, Applicants would be willing
o post appropriate performance bonds reflective of their eipenses.

27.  Staff recommends thét the Commission authorize PVU to issue up to $2,896,30
\quity and that SCW be authorized to issue up to $3,657,676 in equity as requested in their
ipplications for financing approval.

28.  Although Staff's revenue projections are inconsistent utilizing Staffs rates, Staff
yelieves that Applicants will see a positive cash flow possibly by the their fhird year of operations.
Jowever, Staff believes that Rancho’s developers have the necessary funds to invest in Applicants
thould the need for subsidization arise.

29.  Staffhas recommendcd the conditonal approval of PVU’s and SCW’s applications for

Certificates as follows:

e adopt Staffs recommended rates and charges and order that PVU and SCW
file tariffs consistent with same without any Pilor charges;

e order that SCW file, within 365 days of the effective date of this Decision, a
copy of the developer’s CAWS issued by ADWR for the first phase of
development;

. order that PVU and SCW file, within 365 days of the effective date of
Decision, copies of their CACs for their wastewater treatment and w
facilities issued by ADEQ for the first phase of development;

8 DECISIONNO. &/ %%.3
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. order that PVU and SCW be author—d to issue up to $2,896,301 and
$3,657,676, respectively, in equity in order to fund the first phase of
development of Rancho;

» order that the conditional certificates approved for PVU and SCW,
respectively, be null and void if Applicants fail to meet the filing requirements
for the requisite CAWs and CACs within 365 days of the effective date of this |
Decision;

e . order that the Pilor tari’ﬁ"s filed by PVU and SCW be denied;

J order that P W and SCW maintain their books and records in accordance with
the NARUC Uniform System of Accounts;

J order that PVU and SCW notify the Director of the Commission’s Utilities
Division within 30 days from the date that they first provide service to any
customer; and

order that PVU and SCW file for rate review within 36 months from the date
that they provide service to their first customers.

30. Inlarge part under the circumstances herein, we believe that Staffs recommendations
with respect to the applications for Certificates and financing approvals for Applicants should be
ipproved. However, because of the disparities in the evidence with respect to projected revenues and
sxpenses and because we find that fhe Pilor tariffs should not be approved due to their inherent
nequities to PVU’s and SCW’s customers, we shall authorize those rates and charges proposed by
Applicants together with authorization that P W and SCW may issue up to an additional $1,214,200
ind $847,000 in equity, respectively, to offset possible shortfalls in their revenue projections needed
o fund plant constructions costs’ if Applicants do not enter into any main extension agreements with

yuilders and developers or use other more conventional means of financing, such as debt.

31.  Additionally, we believe that since the recdrd reveals these are “start up” utilities and
hat sinc~ ~-'ther the Applicants nor Mr. Reinbold have any prior experience in successfully
perating a public utility, performanc? bonds in the amount of $118,000 for PVU and $82,000 for
5CW should ensure that Applicants will be able to continue operations for a reasonable period

wvithout additional financial support, if necessary.®

§ These additional equity investments represent up to 2 years in projected Pilor fees for PVU and SCW,

espectively.
&

These sums represent approximately 1/3 of Applicants’ projected second year operating expenses for

9 DECISIONNO. (/745

he respective utilities less depreciation expense.




DOCKET NO. SW-03575A-98-0327 ET AL.

—

32.  Lastly, because we are concerned with projected operational funding dispan*’
described by Applicants even with the utilization of their proposed rates and charges, we shall oraw
that Applicants file for rate review not later than 24 months after they first provide service to any

customer. .

CONCLUSIONS OF LAW

1 Upon beginning operations, PVU and SCW will be public service corporations within
the meaning of Article XV of the Arizona Constitution and A.R.S. §§ 40-281, 40-282, 40-301 and
40-302.

W @ 1 o W o~ L W

2. The Commission has jurisdiction over P W and SCW and the subject matter of the

-
[=]

applications.

-
-—

3. Notice of the applications and hearing thereon was given in accordance with the law.

ey
S

4. Applicants are fit and proper entities to receive Certificates authorizing them to

[y
w

construct, operate, and maintain facilities to furnish wastewater treatment and water service to the

public in the area described in Exhibit A.

-
F-

5. The public convenience and necessity require the issuance of Certificates to

B o

Applicants authorizing them to provide wastewater treatment and water service to the public in the

—
~J

area sought to be certificated herein.

~—
[+

6. Staffs recommendations, as set forth in Finding of Fact No. 29 should be adopted

-
©

except as modified hereinafter.

N
o

7. The rates and charges authorized hereinafter are just and reasonable.

[\
-

8. Applicants' proposed Pilor tariffs should be denied.

~
~

9. PVU and SCW should file for rate review within 24 months from the date they first

[
w

provide wastewater treatment and water service to their first customer.

[\
+a

10.  PVU's and SCW's applications for financing approval should be approved as ordered

B

below.

11.  The financings approved herein are for lawful purposes within Applicants' corporate

NN
R Y e 1]

powers, are compatible with the public interest, with sound financial practices, and with the prc

N
2

performance by PVU and SCW of service as public service corporations, and will not impair PVU's

10 DECISIONN0. & /995 l
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Pt

:and SCW’s ability to perform that service.

12.  The financings approved herein are for the construction of the wastewater treatment
and water utility systems and are reasonably necessary for those purposes and such purposes are not,

‘wholly or inpart, reasonably chargeable to operating expenses or to income.

13. Perforr;lanée bonds in the amounts of $118,000 for PVU and $82,000 for SCW, are
reasonably necessary to protect the interest O%PVU’S and SCW’s prospective custofners.
ORDER
IT IS THEREFORE ORDERED that the applications of Palo Verde Utilities Company and

o 00 NN N W e W

‘Santa Cruz Water Company for Certificates of Convenience and Necessity authorizing them to

[y
[~

sonstruct, maintair. ~nd operate facilities in order to provide wastewater treatment and water service,

p—t
—

respectively, to the public in the area more fully described in Exhibit A be, and are hereby, granted;

o

provided that, within orie year of the effective date of this Decision, Santa Cruz Water Company files

fu—n
98]

;O:yhe requisite Certificate of an Assﬁi Water Supply and Applicants file copies of the

[y
=

ttificates of Approval to Construct for both the wastewater treatment and water service facilities

it
wn

for their first phase of development.

ot
=)}

IT IS FURTHER ORDERED that the approval of the applications of Palo Verde Utilities
Company and Santa Cruz Water Company fo;:}fﬂ.w‘es of Convenience and Necessity shall be

[
oo I

expressly contingent upon Applicants posting, ftTeast fifteen days before they first provide service to

ot
O

any customer, a form of performance bond in the amount of $118,000 dollars and $82,000,

5]
<

respectively, (cash deposit, surety bond, or similar alternative, i.e., certificate of deposit) with the

38
o

Commission to insure that Palo Verde Utilities Company and Santa Cruz Water Company shall meet

[0
(3%

their obligations arising under their Certificates; that in the event Applicants choose to make cash

[ 8]
W

deposits, said amounts shall be deposited with a federally insured financial institution and bear

[
EN

interest at a commercially acceptable rate; and that the performance bonds shall be maintained until

[ 0]
wn

Palo Verde Utilities Company and Santa Cruz Water Company achieve viable operations, are sold to

[
[=,%

another utility company, are adjudicated not to be a public service company, or ten years have passed,

[ ]
BN |

which ever is sooner, at which time the bonds will be returned to Applicants upon their applications

~3
@®

for same.

-

1 DECISIONNO. &%/ 7 75
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1 IT IS FURTHER ORDERED that in the event that Palo Verde Utilities Company and Sz
2§ “ruz Water Company do not timely file copies of the documentation ordered in the first ordenuy
3 § raragraph or file performance bonds or their equivalants as required by the second ordering
4 § raragraph, then the Certificates of Convenience and Necessity for the area described in Exhibit A
5 | hall be deemed to be deriied, without further order by the Arizona Corporation Commission.
6 IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
7 § ~ompany, respectively shall file tariffs containing the following rates and charges for their
€ | vastewater treatment and water service: |
9 SANTA'CRUZ WATER COMPANY RATES
10} MONTHLY USAGE CHARGE:
11 ‘ '
5/8” x ¥ Meter $25.00
12 ¥ Meter 25.00
1” Meter 62.50
13 1%” Meter 125.00
14 2” Meter 200.00
3” Meter ' 400.00
15 4" Meter , 625.00
6” Meter 1,250.00
16 '
7 Gallons included in minimum 1,000
18 Gallonage Charge per 1,000 Gallons $2.60
19§ Construction and standpipe charge : $3.60
20§ SERVICE LINE AND METER INSTALLATION CHARGES:
21 (Refundable pursuant to A.A.C. R14-2-405)-
) 5/3” x ¥4 Meter $400.00
¥ Meter 440.00
23 1 Meter 500.00
1 ¥4 Meter 715.00
24 2” Meter Turbo 1,170.00
25 2" Meter Compound 1,700.00
| 3” Meter Turbo 1,585.00
‘ 26 3” Meter Compound 2,190.00
4” Meter Turbo 2,540.00
27 4” Meter Compound 3,215.00
6” Meter Turbo 4,815.00
% 6” Meter Compound : 6,270.00

G <
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SERVICE CHARGE:

Establishment

Establishment (A fter Hours)
Reestablishmen, (Within 12 Months)
Reconnection (Delinquent)

Meter Move at Customer Request
After Hours Service Charge, per Hour
Deposit :

Meter Re-Read (If Correct)

NSF Check

Late Payment Charge (Per month)
Deferred Payment (Per month)

**

-

DOCKET NO. SW-03575A-98-0327 ET AL.

$25.00
50.00

$30.09

$54.90

$15.00
10.00
1.50%
1.50%

Number of months off system times the monthly minimum per A.A.C. R14-2-403(D).

Cost to include parts, labor, overhead and all applicable taxes.

*kk

Per A.A.C.R14-2-403(B).

PALO VERDE UTILITIES COMPANY SEWER RATES

MONTHLY USAGE CHARGE:

5/8” x ¥" Meter
¥ Meter

1” Meter

195 Meter

2” Meter

3” Meter

4“ Meter

6’ Meter

F T E:

Per Acre Foot

SERVICE CHARGE:

Establishment

Reestablishment (Within 12 Months)
Reconnection (Delinquent)

After Hours Service Charge, (Per Hour)
Deposit

NSF Check

Late Payment Charge (Per month)
Deferred Payment (Per month)

$33.00
33.00
82.50
165.00
264.00
528.00
825.00
1,650.00

$100.00

$25.00

$30.00
50,80

$10.00
1.50%
1.50%

13 DECISIONNO. &/ 94/ 3




DOCKET NO. SW-03575A-98-0327 ET AL.

Number of months off system times the monthly minimum per A.A.C. R14-2-603(C
Per A.A.C. R14-2-603(B).

1 IT IS FURTHER ORDERED that the rates and charges authorized herein shall be effective

k%

for ali service rendered until otherwise ordered by the Arizona Corporation Commission.
ITIS FURTH}ER ORDERED that the request for approval of a Payment in Lieu of Revenue
Zharge by Palo Verdé Utilities Company and Santa Cruz Water Company be, and are hereby, denied.
IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
Zompany shall notify_{ the Director of the Commission’s Utilities Division within 30 days of

sroviding service to their first customer.

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water

o - N >\ S B

10
11
12
13

Zompany shaﬂ file a schedule with their tariffs for the collections of their proportionate share of any
srivileges, sales, or use tax, in accordance with A.A.C. R14-2-409(D)(5) and AA.C. R14-2-
308(D)(5), respectively.

14 IT IS FURTHER ORDERED that Palo Verde Utilities Compaﬁy and Santa Cruz Wat~
s Company are hereby authorized to issue up to $4,110,501 and $4,504,676, respectively, in equity ..
16

17

fund the first phase of wastewater treatment and water utility development at Rancho El Dorado.
IT IS FURTHER ORDERED that the authorizations stated above shall be expressly

- contingent upon Palo Verde Utilities Company and Santa Cruz Water Company using the financing

19
20

oroceeds for the purposes set forth in their applications.
IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water

21 Company shall be authorized to engage in any transactions and to execute any documents.necessary

s 0 effectuate the transactions.

IT IS FURTHER ORDERED that the approval of the financings set forth hereinabove does
" not constitute or imply approval or disapproval by the Commission of any particular expenditure of
95 the proceeds derived there by for purposes of establishing just and reasonable rates.
26

27

IT IS FURTHER ORDERED that Applicants shall maintain their books and records in
accordance with the NARUC Uniform System of Accounts.

78
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| DOCKET NO. SW-03575A-98-0327 ET AL.
‘ 1 A FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water
2 | lompany shall file for rate review not later than 24 months after the date they first provide service to
31 ny customers.
% 4 IT IS FURTHER QRDERED that this Decision shall become effective immediately.
5 BY 6RI§ER OF THE ARIZONA CORPORATION COMMISSION.
6 b
7 ' Q/h-/\/ */"WM
3 CHATMMAN “COMMISSIONER COMMISSIONER
9
10 IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
11 Secretary of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
. Commission to be ed at the Capito], in the City of Phoenix,
12 this (Tt~ day o@%h 21999 |
13
14
15
164 >ISSENT
17 VES: bbs
18
19
2¢c
21
| 2
i 7
24
25
2¢
27
78
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SERVICE LIST FOR: PALO VERDE UTILITIES COMPANY AND SAN
CRUZ WATER COMPANY

JOCKET NO. SW-03575A-98-0327 AND W-03576A-98-0328

lay L. Shapiro .

SENNEMORE CRAIG _

3003 North Central Avenue, Suite 2600 .
>hoenix. Arizona 85012-2913 -

>aul Bullis, Chief Counsel

Legal Division ‘

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

hoenix, Arizona 85007

Director, Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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DOCKET NO. SE-03575A-98-0327 ET AL.

EXHIBIT A

LEGAL DESCRIPTION
" PALO VERDE UTILITIES COMPANY
AND SANTA CRUZ WATER COMPANY

All of Sections 13 and 14, and that portion of Section 15 lying Easterly of the Westerly Right of Way
Line of Arizona State Route 347 (AKA: John Wayne Parkway), Township 4 South, Range 3 East,
Gila and Salt River Base and Meridian, Pinal County, Arizona.

Contains 1,640acres, more or less.
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RESOLUTION NO 341

A RESOLUTION OF THE COUNCIL OF THE CITY OF CASA
GRANDE, ARIZONA, APPROVING THE TERMS AND CONDITIONS
‘OF A MEMORANDUM OF 'UNDERSTANDING BETWEEN THE
CH'Y .OF CASA GRANDE AND GLOBAL WATER RESOURCES,

BE T RESOLVED by the Councxl of the City of Casa Grandc Anzona, as follows:

The Mayor and Council of the City of Casa Grande hereby approve thc terms and ‘

- 7condmons of a Memorandum of Undcrstandmg (identified in City records as C. G. Contract No.
1205-9 ) between the City of Casa Grande and Global Water Resources, LLC,, and

_ ‘authorzze the City Manager to execute the Memorandum of Understandmg on behalf of the City..-

- PASSED AND ADQPTED by the Mayor and Councﬁ of the Cxty of Casa Grande,
Anzona, this lath day of December, 200s. - _ ) S

;;;\‘;;-.u.i:s;;;;-'.'. . |

SR CAS Lo, |

§'df -'""-s...\&* 5 AP PROVED AS Tq FO :
§ 6\,{ A “‘?‘ ‘v . .

- CityCleck B '\*‘,357\"?5&

PR R MO w Global Waise

| | | Exhibit 3
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MEMORAN"DUM OF UNDERSTANDING CORY
. O b, ,/52«2_‘?
_ ' : ;:w 00, /
THIS MEMORANDUM OF UNDERSTANDING (this “MOU”) is entcred into as of
Deccmberﬁ,, 2005 between Global Water Resoumes, LLC, a Delaware hmxted habxhty :
company C‘G_]oh_") and the City of Casa Gmnde, a mumcxpal coxpomnon (“g_g")_., T

RECITALS

W}IEREAS Global is engaged in the business of pmvxdmg water. wastewa!er and

. ‘reclmmed ‘water mﬁ'astmcture semces both mszde and outszdc the Junsdxcuonal bolmdanes of

the Cxty;

WHEREAS Global is the owner of Santa Cruz Water Company, LLC (“SCW”) and Palo
Vcrde Utilities Company, LLC (“PVU‘) (collectively “Unhry Compames") and provxdw utxluy

" services thmugh these enuucs,

-~ WHEREAS SCW and PVU are Anzona public service corpomhons dcﬁned in Arrwle, )
15, Section 2, of the Anzona Constitution and, as such, are regulated by the Arizona Corporation
_Coms_s;on ("ACC”). SCW and PVU have been issued Cert_xﬁcata of Convenience and
Necessity (“CC&N") by the ACC to provide water and waste water services (collectively the
“Utility Serviees”) respectivly in designated geographic areas within the staié:'ofmzéna; |

WHEREAS the City is cxpanencmg rapad growth, and i 1 order to ﬁcxhtate and manage -
further growth, the City wishes to strcngtlm its relationship with Global and its Utility
Companies by worhng with them 1o generally improve the qualxty of Unlxty Servzces wuhm the

Cxty;
 WHEREAS the City intends to facilitate and manage further growth in accordance with "
its obligations under the Growing Smarter legislation and Growmg Smarter Plus iegislaﬁbn

enacted into law by the Arizona Legislature;

AnAAY A~ /;7(3 TEIZT Qann?.Tn*"9933




WHEREAS thc City.is in the procws of annexing certain real property, as more ﬁxlly
: ",dasm"bcd on .E.xmmt A hereto (the “Subject Territories™) and, in connection thcremth, the
Parties desire to wox:k closely and cooperate with each other to assist the orderly assimilation of

- these areas; -
. WHEREAS the Clty is suppomve of Glebal’s pending. apphcahon to the ACC for' ‘
- 'e.xpansxon of its CC&N for Utlity Services in the City's General Planning Area and the Parties

acknowledge that. the cxpansmn of the CC&N over the Sub_‘ect Tervitories may not be ﬁnahzedl
' until such time as the appropriste Arizona Department of Water Resources (“ADWR?), Arizons
: Department of Enwmnmcnral Quahry (“ADEQ”) and Ccntral Arizona Assocxatxon of '
'Govcmments (“CAAG") permxts and approvals are in placc and the Partms acknowledge tha.t }{ G
. will requm: cooymhon and mumal support to achxevc the nma:y regula:ory appmvals :

e

WH'EREAS the Parties wish to form a Pubhc Private Partnership which will benefit both
Pamm and sxgmﬁcanﬂy enhance and streamlme the manner in which the Parnes cuxrcntly work

together; .

WHEREAS thc Partms believe such a Public Private Partnen;hxp curremtly repments the
nmst cost-eﬁ'ecnve and efficient solution to the water and wastewater challenges facmg the v

Cxty s current and anticipated future res:dent:,
_ WHEREAS the Parties believe that such a Public Private Parmenships will resut in the
harmonization of rates within Global’s service area, thereby mitizating cuastomer confusion

- regarding rates and utility services;

] D ' WHER.EAS the Cxty seeks to increase its involvement in the water and wastewater
business within its current municipal lirnits and its entire planning m,

/ WI-IEREAS the Cny seeks innovative revenue stncams that maintain the City’s long-term
ﬁscal hcalth and defray cost impacts that may occur in arcas that are outside current mumcapal

nco7 ot @ nPe TRIZT Qnn?.Tn-g9Rd




fimits but within its pl;nhing area;

WHEREAS the Pamas acknowledge Globa.l 8 commn:ment to the. Qty to daxc, mclndmg
Global’s material capna} cxpendmmw its cxpressed intent to be & comnbutmg corporatc cmzcn
inthe oommumry, and its dc'mrc to havc a posmvc workmg rclanonshxp with thc Cxty; S

_ WHEREAS the Pm‘tm acknowlcdge the sxgmﬁcant malcnal capnal expcndxmm and the
consequem strong. commitment that will bc required by Globsl to. meet the challcmges created by |
the current rapxd gmw:h occumng wlthm the Clty, and the anncxpated connnu.mg ﬁmxre gxowth ‘

WHEREAS the Parnes acknowledge the umvcrsal xmponance of wata' and wastewater
services to all govemmental Junbdwnons, the umquc challmges faced by the Clty in mectmg the _

,-needs of the deveiopment commumty, and !%zc unprecedcmed growth the . Cny is currently

experiencing;

: WHEREAS the Pame; aclmowledge that the followmg terms are not mtendcd to limit or.
increase the 1ega.l reSponsibxhn% of the City nor the statutory requirements of Glcbal or xts

'Unhry Compamw :

NOW, THEREFORE, for good and valuable consideration, the recelpt and sufﬁcxcncy .
of which are haeby acknowledged the parties hereto agree as follows : -

1. Cobfdiﬁaﬁon and Communications Staff of the City and Global shall meet on a
regularly scheduled monthly basis, ‘and more or less often as needed by mutua.l consent, City
represmtatlves at these meetings shall normally be the City Manager, the Public Works Du'ector ‘
and the Planning Director, and/or their designees. Global’s reprcsentanves at these meetmg shall
normally be the Presxdcnt, the Chief Financial Officer and the Manager of Construcnon or their -
designees. Other meetings with other representatives may be arranged as needed. S

2 Annual chort 1o the City of Casa Grande. Global shall submit an Annual chort

to the Mayor and City Council. This Annual Report shall normally be subuut‘ted by Apnl lat




‘) - eachyx:ar, ‘unless thc Parties agree on a different date. The report shall ;'i'xzcludc:'_. Annual

‘, revenues and expendimres,.total numbef of water and wastewater customers, c’ustcm&s édded i

. this past ycar number of customers anticipated- o be connccted next yw, water and wastewater |
facxlms completcd mn prccedmg year planncd pro)ects for the next year(s), and a copy of the
annual report 10 the ACC. Globl shall provide free ofcharge to the City copies of any annual

reports Global pmVldes to ADEQ and/or ADWR.

3 Proposed Rate and/or Fee Ad;ustments. Global shall submit proposed rate and/or .

B fee ad;ustmcnts to the Mayor and City Councxl for mew and comment prioy to subnussmn to.- :
- the ACC. Global shall allow the City thirty days for the Mayor and City Councxl o condlxct a -
’ pubhc hmg at the Cnty s next properly nouccable regularly schcdulcd C;ty Counc:l meeting _V

" regardmg the proposed rate and/or fee ad_]ustmcnt before submzssmn to the ACC. '

. 4. Opcmnng/chensc Agrcemcnt and Fees. The partxes shall enter mto an
opemung/hcmse agreement for unhty smces pmv:dcd within thc City’s current and exxstmg
incorporated limits, and for unhty semc&s provxdcd w:thm Global’s Planmng Area (as set. fonh
on Exhib:t A attached hereto whmh relates to areas out51de of the City’s ¢urrent and exxstmg
mcorpomted hmns), with the underbtandmg that the City wﬂl endeavor i in good faith to prompﬂy
replace the opcratmg/hceuse agreement with a franchise agreemcnt on or before October 15,
2007 in the event that the ACC Order provided for below has not been cntered by April 14, 2006
Pursuant to the operatmg/hcense agrecment, am‘l sub,)ect to the earlier of (i) entry of a ﬁnal order
(the “ACC Ordcr") by the Arizona Coxporamon Commission approving the fee pmvxdcd for

_~ heretn; or () Apn] 14 2006 a fee of 3% of Gross Revennes as it relates to consumpnve use of
water and wastewater by resxdennal and commercxal customers within the existing incorporated

’ hrmts of the City, the Subject Territories and i in Global’s Planning Area shall be paid by Global
to the C1ty of Casa Grande, If the ACC Order has not been entered by April 14, 2006 followmg
diligent efforts (Wlfnch the City will in good faith support and take reasonable steps to cause other-
interested parties to suppdrt) then the fee of 3% as provided for above shall be reduced to 2%
with respect. to the consumptive use of water and wastewater residential and commercial
customers locatcd outside the Junsdlcnonal limits of the Cxty but within Global’s Planning Area;

however, if any property located outside the City’s jurisdictional limits becomes a part. of the




Ciry’s _;unydzctxonal limits through an annexanon, then the fce shall aummancany bc mcr&sed :
fmm 2% 0 3% for the annexed property on the date the annexatmn is eﬁ’ectxve. In the event the
ACC declmcs to cnter the ACC Order, the City will then procecd with a franclnsc c]ectxon (at
~Global’s cost) seckmg approval of the fees prov:dcd for in this Scctxon 5 a.nd to. gront Global a
franchise in connection therethh for a term: of 25 years. The ﬁanchlse elecuon sha]l take place

on a date to be sct by the City and shall occu.r no later than the carlier of 13 months followmg the. L

ACC dechmng to enter the ACC Order or October 15, 2007. Upon thc requmt of Global thc. '
City agrees 1o commuc to cause ﬁ'ancbzse clections to ocour (at Global's cost) on at: Jeast an
annual basis seeking appmval of the ﬁznchxse provided for hercm All of the f“oregomg payments- .

| ~ shall be madc ona quam:rly basis. Gross Rcvenues shau mclude basc fees, consumpuvc fccs,
and mdustnal and commercial reclmmed water’ sala but shall not mclude revames as they ansc

from hook up feee, servzce connecuon fees, mmmatxon fees, reconnect or dxsconnect fecs, late :

;fea, NSF fees, account handhng fe%, or bulk sfmce rate on the sale of constrnctxon water. Thc
pa.rnm acknowledge that Global will seck thelconsent of the ACC to allow for mclusmn of all

~fees described thbm this Scchon in the monthly consumptive billing of the uuhnes‘ Thc fees
- provided for in thzs Section 5 are flow through fees to PVU and SCW and are. mcremental to the

rates cwrrently set in placc by the ACC; however, if the ACC does not appmve th%c fe&e to be
added 1 the monthly con3umpt1vc bxllmgs of the Utlity Compam%, Global shall pay the fees as -

~ an operating cxpense.

.5 Fmancmg Optxons The Cxty of Casa Grande and Global shall Jomﬂy explore
potcnnal financing opuons for Globa! to finance its. pro_jects within the Cxty Xt the City and
‘Global agree to jointly finance a pro_] ject, the Parties will enter into a separzte agnscment for each

| project.

6.  Local Office. Global shall maintain an office at its Casa Gnmdc headqumicxs
facilmes to be located at the Palo Verde South East Watcr Reclamanon Campus or in an -
alternadve locanon within Global’s Planning Area until such time as sufficient customers are in

place so as to warrant the office being in another location which will be established by Global

with mput from the City.




. 7.. Conservanon Efforts. Thc Cxty will assist Global n pmmon:ng commumty and
‘ school water consexvanon programs. Ass;stance may include dxstnbub.on of cducauonal
N matmals and acc&ss to makmg prcsentanons at Cxty and school functions. .

-

~.

8. Reclaxmed Water and Reclamauon Pro;ects The parhes aclomvsdedgc the City’s”
mtemst in 10ng term access to reclaxmed water. The partm ﬂm‘her achlowledge Global Water 'S - |
- ladmhtp in the field of water reuw in the region and the crmca.l nature of reclaimed watcr to.

~ the Global Water business and regxonal conServauon plm Accordmgly, Global Wateragm&e to
' ‘Vuse reasonable bat commmal efforts to use and utilize reclaimed water in the regxon to the .
- extent pcnmssiblc under exmtmg and future Anzona Department of Env:.mnmcntal Quahty.
‘.‘(“ADEQ”) pohcy for all res:dentxal commercml and mdustnal appbcanons vnthm Global’ s

: scmce area. ‘The City and Globa] will explore water reclamanon pmjects for parks and school o
:playgmunds uand will encoumge the dcvclopmcm of hght commervial and mdustnal uses of
. reclaimed. water Addmonally, for- that ‘water whlch canziot be beneﬁmally used Withinz the
' semce m Global will exther recharge for its beneﬁt that certzm volume of water or make that

cextam volume of water avaﬂablc to the City for recharge on a long term bams if financially
f'easible as determined in the sole discretion of the Cxty, the Cxty will xnstall dual plumbmg inall

_ _‘future Clty owned buildings serwced by Global such that reclmmed water can be used to flush
toilets and serve other non-potable water demands per Global’s gu:delmea and State :md cheral

'law The Cny shall bear the cost of this mfmstnmture ‘and &hall pmwdc signage to amounce the .
use of reclaxmed water in all public plac&s to asmst wnh conservation and public educatzon.

eﬁ‘orts

9. Economic Development, The City and Global will explore possible joint efforts
to support industrial and commercial uses in the City. Global will sugment the City’s econornic
dévelopmem efforts with its corporate'netwox-k wherever possible,  The City and Global will

' explore co-ﬁmdm,g of spcmﬁc employment gen&m!mg economic dcvelopmem initiatives and.

parncxpate on economlc development committee(s).

10.‘}» Land Use Planning and Water/Wastewater Planning. Global shall prepare an
’annual “Plan for Growth” for the City of Casa Grande’s planning area, The City staff’ shall




r e e

provide input and comments on changmg land use and denmty pattm'ns fo ass:st Globa.l in ﬂns
p!anmng effort. Global shall submit its amuml “Plan for Gromh” report 10 the Mayor and Cxty

Councﬂ by April 1Ist, unlcss the Parties agree toa dxﬁ'cmnt date,

-

11, Fce. Eﬁbazvc .ranuary 1, 2006 Global shall pay a voluntary fee totalmg One

‘Hundred Dollars (8100,00) for each resxdmnal home connccnng to Global’s wa!er and

wastewater system within the )unsdzcuons of the C:ty, as amended fmm tnne to tnne, or outsxde .

the _gunsdxcuons of the City but within Global’s Planmng Area (artached hcrcto as Exhxblt A) To
the extent 2 home connects to only one smce, the fee shall be reduced to ﬁﬁy dollars ($50 OO) _

- The fee wxll assist the Clty in. deﬁaymg admmxstmnve costs- for water and wastewata scrvxc&s,

' mcludmg regmnal planning. The fe¢ shall be payablc quancrly in arrears and wxll becomc duc
upon the connactxon of a Water meter to an occupxcd rwldcnnal dwcllmg by a homeowner ‘

~ 12, Commumty Outreach. The Cltjqr and Global shall work cooperanvcly o preparc,
" cost-share (in-kind services such as web hosting, graphic design, ete. is: consxdered equitable to

actual hmds) and disseminate a community outreach packet The commumty ouu'cach packet

will be a collaborative cﬁ'on by multxple entities thhm the City, to be dxsmbuxed to e.xxstmg and

new homeownexs. Global will explore comynitments to fund and conduc: extensive water

conservation programs. and outreach cducanon programs to promote water conservanon in the

community, schools, and public faczlmw Global will explore co*sponsoxmg &gmﬁcant watet'
reclamanon demonstration projects. " Global will support commumty events. W1th bottled watcr '

and a presence at alI major municipal ﬁmcﬁons and events,

13.

Gcographzc Information System and Information chhnology The City and.v

Global shall work collzboratively in developing and updating thc Chty s Geograplmcal_

Information System (“GIS”). This may include data sharing and/or mtegranon, cost-shanng on |
GIS surveying, cost-sharing on a GIS Geodesic Marker, and other GIS related. administrative -
items. The City and Global shall share and integrate SCADA systems, CCD Secunty Data and
Vulnerability Preparedness, Emergency, Operations, and Rapxd Rxponse Plans, ‘Broadband
Wireless network sha.nng and Intemnet Site Linking. The Clty and Global shall also explore

| oppormmnes for collaborative billing semces




et e ——— —

4 Anncxanon. Global shal support the annexation efforts of the Cxty Global shall
support the City's cﬁ’orts 70 mapage and cooxﬂmazc development i in Global’s Plannmg Axm.
B Global will prowde water sad wastewater modelmg services to determine the 1mpact of proposed
developmmts Global will shzmc and publish long-term master plans with the City and '
contmuously update the plans 50 that the water and wastewatcr mﬁastmctum is coordmated wnh, ' '

tthxtysmfmstmcnmplans

RIS = N Pemubs The Cxty wﬂl cndcavor to streamline permit issuance, plan revxew, and

N rclated daugn and constructxon regulatory Jssucs for Global. . The City will endeavor to t.reat'
Global’a perrmmng submxssmns asa pnonty and ‘shall prov;de the highest pnonty review the
'Cxty can pmducc in order to retum permits promptly. The Clty will_endeavor to assist and
fsupport Global’ efforts to obtain CAAG 208, CC&N ADEQ, ADWR and other rcgulatory

- appmvals reqmred within the Subject Temton&s If the Cxty cannot provide a pmmpt review of
Global’s penmts or plans, Global shall have the opnon of rexmbursmg the City for any costs
mcumed by the City if thc City, at: Global’s request, hires an outside consultant to expedne the
review of Global’s permits and plans Any such consmtams shall report. du‘ecﬂy to the Cxty and | " H

takc duecuon only thereﬁnm

_16_, Dwgnated Managcment Area. The' Cny and Global shall work together to -
fhcmtaze the designation of the City of Casa Gfande as a Designated Managcment Agency to
implement and enforce the portions of the arca w:dc Watcr Quality Managmnem Plan within i1s
designated area, which will be the Cxty 5 cunent planmng area, as illustrated by the Cxty of Casa

’ Grande General Plan,

- 17.  Joint Actions and Conditions. In arder to effectuate this MOU, and in addition to
 the actions otherwise set forth herein which shall in good faith be pursued by the parties hereto,
thc parties shall undertake (or the parties shall suppon one another in talaing) the follow:ng

actions m good faith:




a. ACC appmval of SCW and PYU's proposed expansmn of the. CC&N over
_Globa!’s PlannmgArca, o
b. Exccunon and approval of an operahng/hcense agreement thh the City for
Unhty Scmces provxded tvithin' the Cxty $ cunmt and cx.lstmg Jnnsdlcnonal_
boundary and for Utihty Services provided outsndc the Cny’s cun-ent a:nd .

| ~ existing Jnnsdzcnonal boundary but within Global‘s Plamnng Aree,

CC. ACC approva] of the opcraung/hcense agreemem descn'bed m Sectmn 5 and
Sccnon 19(b) abovc ' ' : ' ‘ T

ACC approval of G]obal s reqmt for inclusion of all feas set forth in Sectmn_ »

‘ | '5 above in the month]y oonsumpuvc bxlhngs of tbe Unhty Compames.
,l.

e Ifnecessary the franchxse election provided for i in Secuon S above.

18 Eﬁ'ectxvc Date. Except as otherwise set forth herein, the obhganon of the partm
pursuant to this MOU shall commencc thmy days after approval of sald MOU by the Casa .

Gmnde City Council,

19, Entire Agremmt This MOU contains the entire agn:cmcnt bctwr:cn the parties
hcrcto and supcrsedm all previous communications, rcpmsenmnons or agrecments, wntten or -

verbal, thh n:spect to 1ts subject mattcr

Consuucnon. ‘I'ms MOU shall be construed in accordance writh the laws of the

20.
State of Anzona. ,
21, Modification or Amendment, This MOU may not be modxﬁcd, smended,

rescinded, cancelled or waxved, n whole or in part, except by a written instruxment sxgned by the
all parna hereto. ' : ~ : .
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- 22, Iunsdxcnon. Venue and Attorneys” Fees and Costs. Sub_;cct to ‘the pmvzsxons of

.ﬂ:us MOU the pn:vm]mg party in any - axbm'anon, proceedmg, lawsurt, appeal or other

proceeding brought to eaforee or otherwise nnp!zmcnt the terms and conditions of this MOU -

' shall be entitled to an award of attorneys’ fccs and costs from the losmg party Jurisdiction and

venue shall be in Pmal Ccumy, Anzona. :

- ‘.23. Medxanon/Arbnmnon. In the event thax any dmputc anscs checn the pa.rtx&c to ‘

" this MOU, the partlcs first shall attﬂmpt to find a neutral person, who is mutually acceptable 1o

both pam&e, and who has cchnencc in matters such as those provided for in this MOU, and.

' rcqucst thax person to mediate the dxspute In the cveat that such mediation is not undertakeu or

succeasfully concluded thhm 45 days after tbe dxspute ans&e, the parncs to any such dlsputc
shall submn the dispute to binding a:bxtrauorx in accordance’ with the rules of commercial -

arbx!mtmn (‘ﬁules”) for the American Arbitration Assocxanon (“AAA”) If the claim in the

dxsputc mvo]ves P non-monetary default or brcach or does not exceed One Hundred Thousand
- Dollars ($100,000), there shall be a sm,glc arb:trator selected by mutual agmctnent of the Parties, |

and in the absence of agreemcnt, appomtcd accordmg to the Rules. If the clanm in the dispute,
exceeds Onc Hundred Thousand Dollars ($100 000), the axb:tmhon panel shalt comlst of three
(3). ar’o:u'ators, one of whom shall be: selected by each party and the third, who shall serve as

chmrman, shall be selectcd by the AAA. The arbxu-ator or arbltratoxs must be know]cdgcablc in

the sub_;cct matter of the dispute. The costs and fees of the axbltraior(s) shall be divided equally -
among the pamcs Any decision of the axbxtmmx(s} mau be supportcd by written findings of fact
and conclusions of law. The decision of the arbm'ator(s) shall be final, sub_;ect to the e.xcepnons
outlined in the Arizona Uniform Arbitration Act, ARS. .§ 12-1502, et seq., and Judgment may
be entered upon the same. ‘The arbltrator(s) shall control dxscovcry 1n the pmcccdmgs and shall

’ award the prevailing party its reasonable attomeyb fees and costs. Any arbitration arising from

thxs MOU shall occur within Pinal County or at any other location mutually agreed to by the

- Parties,

24, Assignment. The terms and conditions of this MOU shall bind and inure to the
be.ncﬁt of the partlcs hereto and their successors and assxgns and legal representatives. Neither
Pa:ty shall be allowed to assign this MOU without the express written consent of the other Party.
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| 28, }EgL_ Any waiver of any pmwsxon of this MOU shall not constitute a Waiver
of : any other pmvxswn, whtthcr or pot similar, nor shall any waiver bc a contmmng wafver. A
party may waive any promsxon of this MOU mtcndcd for its bancﬁt, pmvxded, however,: that
such waiver shall in 1o way excuse the othcr -parties from the performance of any of their: other '

obhga’oons nnder ﬁns MOU,
26. Sccbon Headmgs The scctmn hcadmgs used herem are for reference only and'
shall not enter into the mtexpmtanon hcreof s : -
: 27, Relahonsh:p of Partxes Nothmg contmned n thls MOU shall bc dcaned or
00nstrucd to create the rc]anonshxp of principal and agent or of lnmted orgeneml parmershxp or :
“of j Jomt venmre or of any other assoc:anon between the City and Global ‘ - oo
T | o |
: . 28, Notmes. Any notices glven pursuant to thxs MOU shall be in wntmg and shall be
. pessonally delivered or deposited in the Umted States maﬂ, certified mail, postage prepaid, return.

© receipt requested, to a party hcn:under Nohc&s shall bc -deemed ngen and rwaved when
personally dehvered or three (3) days after deposxt in the Umtcd States mall to the address set .

“forth below such party 8 signanire.
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©’29. Timeof ‘Essence. Time isv of thc. essence for all purposes of this MOU.

30, Con.mct of Interest. This Agre::ment is subject 10 tho conﬂxct of mtcrcst

" _-provmons set forth mARS §38 511,

- lN WITNESS WHERECF, &ch of the paﬂles has cxecutcd thls MOU as of the datc ﬁrst

e above ‘written.

| CITYOFCASAGRANDE . ,GLOBAL W‘ATER RESO"(_‘JRCES, LLC

'v4"fiuef27 /,_«,;[) é Wj&(a Tide: /g@?mr

ﬁf //ﬂféﬂcegj‘/Am | ZZ@/,(//?fﬂuc

gf@/?@/@rr/f 4z oo, /z,aw'
"5-222, S ‘

" \“\\“ “"“'””,,
D

City Clerk o iox

 APPROVED ASTOF

(PRI

. City Attorney

AN MTTWM TV neAzZ 9F R 0Z¢ ¥5:2T 9002.10

"gad




aTn/cTn*d ZFAe# ‘ 00 ¥IILVM IV 0682 9¢€8 OZ‘% Pp:CT 9002,10°€34




: - ) e
¢ e
)
. - : o L -0 L. @ AR SS ¥ S 00 004 KT Vo9 14 v o T ye o T _
; Dozt L SRR sl uibon - a
i e
‘ v

. . ,
y i r' ; ot"w!;‘s"u'o:'qzlch

ol w e e | s e ] 0@ ' ;
L e .- . “ .. :: - SR e PRNI PR ;

' ’ ' T : : o - )

TR S A I 6 LRI - I B A o 0 ;N l !3‘ or ' o3 [V W 1" 12 : ~ ee 1

. R . . } -1 { e b .. - - - P

' AL L] a

K -,4,’7. :T. PP RS

:

} ]
) » N [
i '____;,_‘_,,{.. --ﬁ'—r—w—i R LI SEE R SPI PN

H

)

]

I

!

e =
i

¥
. N
LS
re

2”2_

L2

1
1
1

4
i
1
P

4
3
8
=2
B
8
*
| B
¥
;
et v
t
i
i

[
g

®

¥

[ 7 2

«

¥

%
]

-
- e e

";H"_‘ e

!

N

o
gy ¢

=

o f o5 oy ¢ i

12 wr. -] ]
- ‘ .Al'.s
12 " 17 19

. CRNRELIN R . ot L T
= tet Tmodep g L—!tr ! K t 34

. - "‘ - - n ' . . .
v ol : . u -1 : !
o e S R x . § R "yw A g » )
. -t . . . L cw, 4 B

- T . e ,:_..._. B T IR .
”J :’ ) n an ’ .m 3&"” :ﬁ;‘~'~l‘[r S 3““ t‘?s . ” -

. | vlu:‘,....l-;.n.l«;-.--mi b ;v-~n.> s
oi}.oa s s, ® 02 93 ":"nzv'; TR .-oc. - W LI :
 —— % SR

BAJ .41 -1 .. .

P TS L._.

.:..S'rw,.. V jW ||

';‘si

&
-
“~
-
Py

k] 18 & A1 1<

[ER—
————ye .

-,...
-
Rl
.

'L-bmd' - : : .

i+
-4
»
—

i

| —M-mmwmu oy 2 " ® . » 7 * -

i "SI Ksing Octn Vaas CSAN - . e ————— —d XL

. Y jr vo s——r . .

-ccmmlwaﬂ ) } | o | S,
- I Scausvent CCAN Bipmc u | s ! o N 2 u I s ® o s ! ;
E:Jwrmuwccu f r - ™~ — T i i.
-,,,, sl Bropoee Sower CCIN ! P 3 >

: . =3 N wuwah”w o2 ! o1 o 6 | o @ 02 )W 8 o8 % o

j 177 Ciay of NaAcapa divlictctaral e _1_ ol R O A

Mnunmm;c'yubummw e - _ ; X ' : ; '
Mwu—nlcudwmww o8 09 W ") 12 o1 | e o8 2 Q7 ! - ! v

Mww - . e e, . I S l, - .-.-.4!' - l li i

. H NWn-ndIu n»duk-..mwﬂ ) : o1 “ . " w toar w
E 4 J 1] \14 L L | i ]

Dl‘m . mp;mm. . 17 16 r " ] . ‘ ! 1




| Sections 13, 24, 25, and 36 of Township 6 South, Range 3 East of the Gila and Salt
River Base and Meridian, Pinal County, Arizona; And

Sections 16, 17, 18, 19, 20, 21, 28, 29, 30, 31, 32, and 33 of Township 6 South,
Range 4 East of the Gila and Salt River Base and Meridian, Pinal County, Arizona.
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