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EXECUTIVE SUMMARY
ARIZONA WATER COMPANY
DOCKET NO. W-01445A-02-0619

The Arizona Department of Environmental Quality (“DEQ”) reported that all eight water
systems are in total compliance with its rules and regulations. DEQ determined that all
eight systems are currently delivering water that meets State and Federal drinking water
quality standards required by -the Arizona Administrative Code, Title 18, Chapter 4.

For Bisbee, Oracle, San Manuel, and Superior, Staff recommends that the Company
perform a water audit and system analysis to determine if loss reductions to less than 10
percent are feasible or cost effective. If the reduction of water losses to less than 10
percent is feasible and cost effective, the Company shall submit to the Utilities Division
Director, a plan which outlines the procedures, steps, and schedules to achieve acceptable
water losses. If the reduction of water losses to less than 10 percent is not cost-effective,
the Company shall submit a report, containing a detailed cost analysis and explanation
demonstrating why a water loss reduction to less than 10 percent or, as ah alternative,
incremental reduction, is prohibitive. Such water loss plans or reports shall be submitted
to the Director of Utilities within one year of a Decision in this rate case.

Staff recommends the adoption of the depreciation rates contained in Exhibit E of this
direct testimony. These new component rates, by NARUC account, will be applicable to
all 18 water systems of the Arizona Water Company.

Pro Forma Expenses:

Routine water testing expenses were estimated on an annual basis and the adjustments are
delineated on page 10 of this direct testimony. Staff recommends that the MA-262 tariff,
“Monitoring Assistance Program Surcharge”, be revised to conform with the new ADEQ
MAP fee structure. Staff also recommends that the revised MA-262 tariff be filed with
the Director of the Utilities Division for review and certification, and the filing of that
revised tariff shall be made within 60 days of a decision in this matter, but no later than
the Company’s annual surcharge calculation for each water system participating in MAP.
Staff accepts the Company’s pro forma expense for tank maintenance (adjustment # 15).
Staff recommends that actual 2002 labor and material expenses be used instead of the
Company’s pro forma expense adjustment #11 for chlorination. '
Staff recommends that the purchased power expense for Miami, be adjusted downward
(decreased) by $39,000.

Staff recommends that the Company file a curtailment tariff for each of the eight water
systems within the Eastern Division, within 120 days after the effective date of any
decision and order pursuant to this application. The tariff shall be submitted to the
Director of Utilities Division for his review and certification. Staff also recommends that
the tariff shall generally conform to the sample tariff found in Exhibit G of this direct
testimony.

(recommendations continued on next page)




(6) Staff recommends that the existing Non-Potable Central Arizona Project Water tariff
(herein “NP-260") be replaced with a new NP-260 tariff. Staff’. proposed tariff is
presented in Exhibit J.

» The new NP-260 tariff shall eliminate the fixed meter charge.

=  The new NP-26O tariff shall eliminate the depreciation charge.

»  The new NP-260 tariff shall contain a provision which indemnifies the customer from
maintenance, repair, or replacement charges, when the damage or injuries to the CAP
facilities are a result of the failure of the Company to operate the facilities or install
protective devices in accordance with customary or sound construction and engineering

practices.

= The customer shall continue to be responsible for repair or replacement of the meter.

» The new NP-260 tariff shall contain administrative charges, which-are representative of
the Company’s actual costs, but the charges shall be fixed and defined as actual dollar
amounts. Actual administrative costs notwithstanding, the total administrative charges in
the new tariff, shall not be more than 50 dollars per month per CAP non-potable meter.
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INTRODUCTION

Q. Please state your name and place of employment.

A. My name is Lyndon R. Hammon. My place of employment is the Arizona Corporation -
Commissiorl (“Commission™), Utilities Division, 1200 West Washington Street, Phoenix,
Arizona 85007.

Q. Please list your duties and responsibilities and provide your title.

Al I am employed as a Utilities Engineer, specializing in water and wastewater engineering.

My responsibilities include: the inspection, investigation, and evaluation of water and
-wastewater- systems; obtaining data and preparing original cost studies and investigative
reports; providing technical recommendations and suggesting corrective action for water
and wastewater systems; and providing written and oral testimony on rate applications and
‘ other cases before the Commission.

Q. | Briefly describe your pertinent educational background and work experience.

A. I have a Bachelor of Science Degree in Chemical Engineering from the University of
Missouri at Rolla. After graduation, I was employed by the Skelly Oil Company as a
process and environmental engineer. In 1973, 1 joined the Arizona Department of Health
Services, which later became the Arizona Department of Environmental Quality (“DEQ”).
My responsibilities with DEQ included approval and inspection for the construction of
water and wastewater facilities, and the issuance of dis‘charge perrnits. I remained with
DEQ until transferring to the Commission in J anuary 1993.

Q. o Do you maintain any professional registrations or memberships?

I am a licensed professional engineer in the State of Arizona. I am also a member of the

Arizona Water and Pollution Control Federation.
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Q. Were you assigned t’o> provide an engineering analysis and recommendation for the
Arizona Water Company, Eastern Division (herein “Arizona Water” or
“Company”)?

A Yes. Ireviewed the Company’s application and responses to data requests. 1 visited the
water systems during January 20 through 27, 2003. My festimony will present the

findings of my engineering evaluation.

DESCRIPTION OF THE WATER SYSTEMS
Q. Please describe the water systems.
A  The Eastern Group consists of eight independent water systems. They are named as, and
located in the towns of: Apache Junction, Bisbee, Miami, Oracle, San Manuel, Sierra
Vista, Superior, and Winkelman. Exhibit A depicts the location of the eight water systems

within Arizona.

The Water systems are typically designed for well and gravity feed operation, with storage
“floating” on a single bressure zone or on each of multiple pressure zones. (“Floating”
means thai the storage tank is elevated and directly pressurizes the water distribution
zone.) This configuration is very reliable and simple to operate. There are also some very
small booster pump and ‘pressure tank systems where the homes are too close to the
storage ‘tanllcs or where the topography dictates this ‘design for a small number of homes.
Well and storagé summaries are presented in Exhibit B. Simple process schematics are
~ presented In Exhibit C. All water systems have adequate prqduction and storage capacity

to meet their respective needs. ~Statistical information for the eight water systems is

tabulated below:
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System Customers Certificated Area (square miles)
Apache Junction 16,680 93
Bisbee ' 3,408 41
“Miami 3,039 31
Oracle 1,406 23
San Manuel 1,577 6
Sierra Vista ; - 2,308 5
Superior ; 1,306 35
Winkelman 192 3

ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY COMPLIANCE

Q.

Please discuss Arizona Water Company’s compliance with the Arizona Department
of Environmental Quality (“DEQ”) rules.

DEQ reported that all eight water systems are in total compliance with its rules and
regulations. DEQ determined that all eight systems are cnrrently delivering water that
meets State and Federal drinking wnter quality standards required by the Arinona .

Administrative Code, Title 18, Chapter 4.

DEPARTMENT OF WATER RESOURCES COMPLIANCE

Q.
A.

Please discuss Department of Water Resources (“DWR?”) Compliancé.

Bisbee, Miarni, San Manuel, Sierra Vista, and Winkelman are not located in active
management aréas (“AMA”) and are not subject to. conservation and reporting
requirements. Apache Junction and Superior are located within the Phoenix AMA, and
Oracle is located within the Tucson AMA. - At this time, Apache Junction, Supeﬁor, and
Oracle are only requiréd to monitor and report their water usage, and DWR reported that

they are in compliance with those reporting requirements.
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WATER USE

Q. Please discuss water use."

A. Based on information provided by the Company, water use for 2001 is presented in
Exhibit D, for all eight water systems. The annual average, the average during the peak
month, and the average during the minimum month are denoted as gallons per day per
‘service.

Q. Please discuss non-account water.

A. Based on information provided by the Company, non-account water is tabulated below
(for the period August 2001 through July 2002):

System % non-account

Apache Junction 9.9 %

Bisbee 20.5 %

Miami 93%

Oracle . ; 133 %

San Manuel © 10.8%

Sierra Vista . 7.6 %

Superior 26.5%

Winkelman 0.1 %
The cost to obtain, treat, and pressurize is embedded in lost water. When water escapes
before it reaches the consumer, the utility loses revenue and incurs unnecessary expense.
Non-account water should be 10 percent or less and never more than 15 percent. Only

- Apache Junction; Miami, Sierra Vista, and Winkelman are within acceptable limits.

Q.  Canitbe inferred from your testimony that the water systems are poorly operated?

‘Not necessarily. All eight water systems appear to be well maintained and operated. It

should be remembered that in some cases, the water lines pre-date Arizona statehood, and

given the age of the distribution system, some of these findings are not unexpected. Also,
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some loses may be occurring in transmission lines not owned and maintained by Arizona

Water Company.
Q. What are your recommendations for those water systems with high water losses?
A, For Bisbee, Oracle, San Manuel, and Superior, Staff recommends that the Company

perform a water audit and system analysis to determine if loss reductions to less than 10

percent ére feasible or cost effective. The analysis might consider the following:

* A water a.dit which identifies, measures, and verifies sources, users and iosses. For
example, the estimation of flushing or construction amounts may bring some system

- losses within an acceptable range. (Such losses are really not lost water, but “non-
| metered, non-revenue” water.) Significant losses might also be found in long

transmission lines, where it is not cost effective to reduce losses, or where the lines are
not under the ownership or control of the Company.

* The cost to implement or improve a meter testing and replacemept program.

® - The cost (including personnel and equipment) to identify leaks, and the cost to repair
or replace mains after the leaks afe found.

*  The benefits and savings from incremental reductions in water losses.

" Any unique circumstances such as disruptions to service, historical preservation
constraints, and age of distribution lines.

If the reduction of water losses to less than 10 percent is feasible and cost effective, the

Company shall submit to the Director of the Utilitiés Division, a plan which outlines the

procedures, steps, and time frames to achieve acceptable water losses. If the reduction of

water riosses to less than 10 percent is not cost-effective, the Company shall prepare a

report, containing a detailed cost analysis and explanation demonstrating why a water loss

reduction to less than 10 percent or, as an alternative, incremental reduction, is prohibitive.

Such water loss piahs or reports shall be submitted to the Director of the Utilities Division
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within one year of a Decision in this rate case. If the Director finds the report
unsatisfactory, the Director may institute a formal proceeding before the Commission to

require modifications to the plan(s).

GROWTH
Q. Please discuss growth.
A. Based on the past six years, this Company has experienced the following average annual

growth rates. It is reasonable to assume that growth will continuc at these rates.

System Services : \
- 1996 1998 2000 2002 Annual Growth

Apache Jet. - 8,854 11,539 14,910 16,198  +10.59 %
Bisbee 3,386 3,379 3,405 3,388 00.00 %
Miami 3,052 3,061 3,030 3,031 - 00.12 %
Oracle 1,310 1,350 1,370 1,403  +01.15%
San Manuel 1,762 1,713 1,561 1,544 -02.22%
Sierra Vista - 2,139 2,161 2,272 - 2,295  +01.18%
Superior 1,341 1,319 1,302 1,278 -00.80 %
Winkelman 190 - 195 182 192 +00.17 %

DEPRECIATION RATES

Q. Please discuss depreciation rates for plant in serVice.

A. In the previous rate case for the Northern Group, Arizona Water Company was required to

include in its next rate application, a schedule of depreciation rates by NARUC account.
(NARUC i1s an acronym for National Association of Regulatory Utility Comrﬁissioners.)
These; new component rates would be applicable to all 18 water systems. The schedule
contained in Mr. Ralph Kennedy’s direct testimony on pagé 16, has been refined and
updated. The ﬁnai depreciétion rates have been received by Staff and are contained in
Exhibit E of my direct testimony. These rates were developed from Arizona Water

Company’s internal equipment records, audits, or field experience, and represent actual

present service lives. These depreciation rates are reasonable and closely approximate the
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f':l: 1 custorhary ‘rates used by Staff. Staff recommends the adoption of the depreciation
e k 2 schedule developed by the Company and presented in my Exhib.it E.
M 4| posT TEST YEAR IMPROVEMENTS
i 51 Q. Has Arizona Water Company made post test year improvements?
: ‘ . : 6( A Yes. Arizona Water Company is requesting the inclusion of certain capital improvements
7 through December 31, 2002. The test year ended December 31, 2001.

91 Q. What are the post test year improvements?

10| A “The post test year improvements are delineated in Exhibit F of this direct testimony. Post
r‘” 11. test year improvements were inspected between January 20 and January 27, 2003 and
: 12 represent calendar year 2002 additions. |
ué 13 '
- o 14 Q. How should post test year improvements be treated in this rate proceeding?
-l | 15 A. The post test year improvements in Exhibit F were in service at the time of my visit and
J 16 ~ appear to be used and useful. However, this “used and useful” determination does not
o : 17 ifnply a specific treatment for rate base or rate making purposes. The direct testimony of
18f  Mr. Ludders will discuss the post test year rate base and rate making treatment in this
| 19 case.
- R
21 Q. Blanket accounts are excluded in Exhibit F. What aré blanket accounts?

221 A, Blanket accounts are not ledger items for thermal beddings and linen. Instead, a blanket

U 23 account represents a budget allowance for unforeseen or small capital expenditures
J | 249 (generally individual expenditures of less than $5,000). They are annually estimated,
. 250 based upon the historical experience of each individual water system. Several anticipated

[30% & .
} 26y improvements cost less than estimated and were subsequently “rolled” into the blanket
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1 ' accounts. Due torthe‘Company’s accounting and time constraints, data for the blanket
2 : additions were received by Staff later in the discovery process. However, it is Staff’s
3 b intent to include revénue neutral blanket additions if project descriptions, work
4 | authorizations, and cépital costs can be correlated and audited. This is discussed at further
5 length in Mr. Ludders’ direct testimony.

-7 PRO FORMA EXPENSES - WATER TESTING

8l Q. Please describe the DEQ Monitoring Assistance Program (herein “MAP”).

ﬂ | 9l - A. On December 8, 1998, DEQ adopted rules which provide for a monitoring aséistance
10 - program. The MAP program was fully implemented in 1999. On October 16, 2001 rule
gi 11 amendments were promulgated, which changed the fee structure and some sampling
12 protocol. - Starting January 1, 2002, water companies began paying a fixed $250 per year
LJ‘ 13 | fee, plus an additional fee of $2.57 per service‘connection, regardless of mefer size.
o J ' 14 ~ Participation in MAP is mandatory for all the water systems in the Eastern Group, except
L 1 5 Apache Junction.

17| Q. How did Staff calculate water testing costs?

18] A. Water testing costs were calculated based on thé following assumptions:

J ‘ 19 » MAP will do baseline testing on all parameters except copper, lead, nitrates, and

20 , coliform bacteria.

} . 21 * ADEQ testing is performed in 3 year compliance cycles. Therefore, monitoring costs
, 224 are estimat’e‘d’ for a 3 year compliance period and then presented as a pro forma
23 ~ expense on an annualized basis. |

J ‘ 24 =  MAP fees were calculated from the DEQ MAP rules.

25 * All monitoring expenses are based on Staff’s best knowledge of lab costs and

26 ; methodology,
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» The estimated water testing expenses represent a minimum cost based on no “hits”. If

any constituents were found, then the testing costs would dramatically increase.

Q. What is Staff’s recommendation for the treatment of the expense from DEQ’s
Monitoring‘Assistancé Program? ;

A. MAP fees are recovered by the Company pursuant to Tariff MA-262, éntitled “Monitoring
Aésistance Program Surcharge”. In October of each year, an annual filing is made with
the Commission to establish the surcharge amount. It is my understanding of the
Company’s‘ direct testimony, that Arizona Water Company wishes to retain this MAP’

-védjuster mechanism or surcharge (See the direct testimony of Ms. Sheryl L. Hubbard,
“Adjustment 47, page 23 and “Adjustrﬁent 127, page 29.). Therefore, MAP fees are
excluded in Staff’s estimation of testing expenses. With a single quéliﬁcation, Staff has

" no objection to the preservation of a MAP surcharge mechanism.

Q’. What is Staff’s qﬁaliﬁcation to the MA-262 tariff, (MAP surcharge)?

A. The MA-262 tariff provides for the recovery of fees based on a méter multiplier. Since
the MAP fees are no longer based upon meter size, the tariff should be revised to reflect
the new DEQ fee schedule (a fixed $250 per year fee, plus an additional fee of $2.57 per
service connection, regardless of meter size). Staff recommends that the MA-262 tariff,
“Monitoring" Assistance Program-Surcharge”, be revised to conform with the new DEQ
MAP fee structure. Staff also recommends that the revised MA-262 tariff be filed with
the Director of the Utilities DiQision for review and certification, and the filing of that
revised tariff shall be made within 60 days of a decision in this matter, but no later than

the Company’s annual surcharge calculation for each water system participating in MAP.
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Q. What is Staff’s recommended accounting adjustment to the pro forma annual testing
expense?

A. Following is a summary which includes Staff’s estimate of the pro forma annual water -

 testing expense:

Summary Of Water Testing Costs

System

Apache Junction

Bisbee
Miami
Oracle

San Manuel
Sierra Vista
Superior
Winkelman

Total

Direct Testimony of Lyndon R. Hammon
Docket No. W-01455A-02-0619 ‘

Staff

2001 Estimated
Test Year Pro Forma
Expense Expense
34,120 36.869
3,540 3.257
3,068 4,548
1,954 1.780
2,100 - 1.345
2,564 2.710
1,748 1.618
1,160 1,222

50,254

53,349

Company
Estimated
Staff Pro Forma-  Company
Adjustment  Expense Adjustment
2,749 28,693 (5,427)
(283) 3,610 70
1,480 13,894 10,826
(174) 2,942 988
(755) 2,374 274
146 7,102 4,538
(130) 2,125 377
62 1,600 440
3,095 62,340 12,086

Staff’s difference from the Company’s pro forma expense is mainly due to DEQ rule changes for

the inclusion of radio-chemicals in the MAP program.

PRO FORMA EXPENSES — TANK MAINTENANCE

Q. Please discuss the Company’s proposed expense adjustment # 15, Tank Maintenance.

A.  The Company has implemented a scheduled maintenance program for all storage and

~ pressure tanks. The interior of the tanks are abrasively cleaned to a near white and then -

repainted. The exterior is either power washed or abrasively cleaned and then repainted.

The"Company expects a 14 year life for the interiors and a 7 year life for the exteriors.

k Q. What methodology did you use to review the adjustment?

A. Based on the interior and exterior areas of the entire tank inventory, an estimate of the cost

- was made using “Richardson Process Plant Construction Estimating Standards”. The
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estimate was then annualized and compared with the Company’s adjustment, after

subtracting the 2001 expenses.

Q. What are your conclusions concerning the tank maintenance adjustment?

A. . Staff's computed adjustment was comparable to the Company’s and therefore, Staff
accepts thé Company’s adjustment. As a side note, the méintenance account contains a
component for “other” maintenance, which includes cleaning and painting of piping,
control panels, and other miscellaneous equipment, maintenance of small structures, and
grounds keeping. This category represents actual 2001 expenses, and the Company is

~ proposing no adjustment-to the “other” category, except for inflation. Staff’s analysis of

the tank maintenance is separate and does not relate to this “other” component.

PRO FORMA EXPENSES -~ CHLORINATION LABOR AND WAGES

Q. Please discuss Afizona Water Company’s proposed pro forma expense adjustment #
11 for chlorination costs.

A. The Company is proposing a pro formd chlorinaﬁon expense adjustment for 2002. This
adjustment contains a component for materials and a component for labor. Because of the
uncertainties of this estimation, Staff believes that this adjustment does not meet the
“known and measurable” test. Instead, Staff recommends that the actual 2002 expenses be

- used instead of relying on-an estimate énd extrapolation. Most well sites were chlorinated

in 2001, and by the end of 2002, virtually all well sites had chlorinators installed.

RATE CON SOLIDATION ,
Q. Has the Company requested rate consolidation?
A.  Arizona Water Company has requested rate consolidation between the Superior and

Apache Junction water systems. At this time there is no interconnection between Superior
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and Apache Junction, and there are CC&N voids between Apache Junction and the well
field at Florence Junction. Additionally, the Apache Junction and Superior water systems
must  exhibit signiﬁéant differences in revenue requirements due to the’ age of the
respective infrastructures, maintenance costs, power costs, and growth rates. A stronger
case for rate consolidation would have been achieved if the systems were interconnected
and if a detailed cost of service study was presented which addressed the inequalities.
Lacking these circumstances and information, consolidation may be prematufe. Final
recommendations and rate designs for Abache 1 .uction and Superior will be presented in

the direct testimony of Mr. Ludders.

ARSENIC

Q. Has the drinking water s‘tandard for arsenic chanrged?

A. The U.S. Environmental Protection Agency (“EPA”) reduced the arsenic maximum
coﬁtaminant level (“MCL”) in drinking water froia 50 micrograms per liter (ug/l) to 10
(ug/l). The date for compliance with the new MCL is January 23rd, 2006. Arsenic
concentrations are tabulated in Exhibit B.

Q. Will the Eastern Group be facing arsenic probléms?

A. Based upon analytical data, it appears that Arizoha Water Company will have to construct

arsenic removal equipment at Apache Junction, San Manuel, and Superior. The Company
anticipates using either adsorption or ion exchange as the treatment process for these
systems. At Miami, the few high arsenic wells are low producers, and the Company will

meet the standard by either leaving the wells out of service or by blending. Arsenic

concentrations are listed for each well in Exhibit B.
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What is Staff recommending for the arsenic treatment costs in this rate case?

Q.

A. No post test year plant or test year capital additions for arsenic are included in this rate
application, kanyd there are no arsenic removal plants constructed and operating in ‘the :

" Eastern Group. However, there is an open docket (Docket No. W-01445A-00-0962)

which will recommend and approve the cost recovery method for capital and operating
expenses for the Northern Group. Staff’s recommendation will likely be based upon the
result of the final order regarding arsenic in Docket No. W-01445A-00-0962. N

CURTAILMENT TARIFF

Q. Should Arizona Water Company impiement a curtailment tariff?

A. A curtailment tariff is an effective tool to allow a water company to manage its resources

during periods of shortages due to pump breakdowns, droughts, or other unforeseeable
events. Arizona Water Company does not have any curtailment tariffs for the water
systems within its Eastern Group.‘ This rate appliéation provides an opportune time to
prepare and file tariffs for the remaining systems. Staff recommends that the Company
file a curtailment tanff within 120 days after the effective date of any decision and order
pursuant to this application. The Company shall file separate tariffs for each DEQ
designated public water system. ‘Th‘e tariff(s) shall be submitted to the Director of the

Utilities Division for review and certification.

Staff also recommends that the tariff(s) shall generally conform to the sample tariff found
in Exhibit G,. of this direct testimony. Exhibit G 1s offered as‘a template and Staff
recognizes that the Cofnpany may need to modify Exhibit G according to their specific
management, operational, and design requirements. For example, it may nof ‘be

practicable to deliver notices to over 6,000 customers in the main system. Instead, the




Direct Testimony of Lyndoh R. Hammon
Docket No. W-01455A-02-0619 '
Page 14

company may want to consider substituting notice by the local radio and the newspaper of

general circulation for stage 4 conditions.

TARIFF FOR NON—POTABLE CENTRAL ARIZONA PROJECT WATER
Q. What is the tariff for “Non-Potable Central Arizona Project Water” (herein “NP-

2607).

AL The NP-260 tariff provides the terms and conditions for non-potable Central Arizona

_ Project (“CAP”) water service. It was originally approved in Meich 1994 under Decis: »n
No. 61579. Under this tariff, the customer accepts untreated CAP water for subsequent

- non-potable use;- generally 1and$cape or golf course- irrigation. Decision No. 65755
ordered the Utilities Division to *...review the NP-260 Tariff of Arizona Water Company
during the pending general rate application for its Apache Junction system and

- recommend c’hanges or revisions as required.”. Pursuant to thatNDe‘cision, Staff has

reviewed the NP-260 tariff. (A copy of the present tariff is attached as Exhibit H.) -

Q. What are Staff’s concerns about the NP-260 tariff as it now stands?
A. Staff has many concerns:
. First of all, the Company is collecting a depreciation expense from the customer for
the facilities which the customer has contributed. This is equivalent to Staff
: purchas;ing a car for an individual, and then that person demanding car payments in
addition to the gift. Even worse, under this tariff, Staff are nevér even able to pay off
the car (for the second time), because the payments go on forever. That is why, in this
jurisd‘icti)on, a depreciation expense for contributed éssets has been treated in such a
manner to have a zero net effect on the fevenue requirement. Exhibit I is attached

which shows a copy of a typical bill, itemizing a depreciation charge to the customer.
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* Second, the Company is collecting a fixed monthly meter charge ’of $362.53. In rate

design theory, the fixed monthly charge is supposed to reflect, at least partially, the
fixed investment necessary to meet the potential demand of a customer. Such fixed
investments would include wells, distribution mains, and storage tanks. These fixed
costs occur whether the customer takes zero or 10,000 gallons of water. (Since the
potential demand is higher for larger meters, the fixed charge is proportionate to meter
size.) There is simply no evidence that this $362.53, which was derived for the
Apache Junction drinking water system and not the CAP system, is relevant to the
fixed costs of the CAP delivery system. Moreover, the CAP fixed costs are already
recovered in-the Central Arizona Water Conservation . District (herein “CAWCD”)
Capital Charges, which are passed on directly to the customer with a percentage

administrative fee collected by Arizona Water Company. In other words, the fixed

~ charges are embedded in the CAP Demand Charge and already collected. Similarly,

costs which are directly proportional to the volume of water used, are recovered in the
commodity charge and this commodity charge is represented by the CAWCD

Commodity Rate, which is passed through with a percentage administrative fee

collected by Arizona Water Company.

Third, Arizona Water Company collects administrative costs, which are directly
proportional to the volume of water used, with no upper limits. Staff does not believe
that the administrative costs are linear with the volume of use. The cost to read a
meter and bill 1s the same, whether the customer uses 100 gallons of 10,000’ gallons.
The typical bill in Exhibit I contains approximately $95 in such administrative costs.

Fourth, the customers’ rights are ill defined and unprotected during unusual
maintenance episodes. This was illustrated by.the complaint filed by SLV properties

against Arizona Water Company (Docket No W-01445A-02-0198, Decision No.

65755). The tarff does not define either maintenance or replacement, and in‘the,
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complaint it was found that SLV paid more in the sum of two maintenance charges

than the original cost of the meter. Moreover, while Arizona Water Company failed to

~ act reasonably and prudently in the operation of the meter facility by failing to install a

surge suppression system to prevent electrical damage, SLV properties had to pay the

| repair costs even though Arizona Water Company owned and had complete control

over the meter. As the situation now exists, Arizona Water has no duty or incentive to
protect the CAP equipment when the customer bears the consequences of the
Company’s inactivity. However, it is not necessary to revisit or retry totally the SLV

equity issues in this document, and more background information on this topic can be

found in the SLV docket.

Q. What is Staff’s recdmmendation concerning the NP-260 tariff?

A. Staff recommends that Arizona Water Company propose and file a new Non-Potable

Cenral Arizona Project Water tariff within 60 days of the date of a final decision in this

- rate case. The proposed tariff shall generally conform to Exhibit J of this direct testimony:.

As a summary of the major provisions of the proposed tariff in Exhibit J:

The new NP-260 tariff will eliminate the fixed meter charge.
The new NP-260 tariff will eliminate the depreciation charge.
The new NP-260 tariff will contain a provision which indemnifies the customer from
maintenance, répair, or replacement charges, when the damage or injuries to the CAP
facilities are a result of the failure of the Company to operate thé facilities or install
protective devices in accordance with custOmary or sound construction and

engineering practices.

‘The customer will continue to be responsible for repair or replacement of the meter.
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. The new NP 260 tanff w111 contam adnnmstra‘uve charges whlch are representatlve of

PINAL CREEK GROUP f 7'
4

the Company s actual costs but the charges shall be ﬁxed and deﬁned as spemﬁc;
dollar amounts ‘ Sl = — o |

: Begtnning ofredacted testimony

_ What lS the Pmal Creek Group (herem “PCG”) agreement?

Arzzona Water Company ﬂterem also as “A WC ") entered into a settlement agreement in

1 998 resolvmg any potentzal clazms that AWC may have had agaznst the various mtmng' :

e companzes relatzng to hzstortc and current groundwater contamtnatzon in the Miami area.

o)
i
11

' A copy of the agreement is attached as Exhtbzt J The key provisions of the settlement are
that Arizona Water Company recezved a sum of $1 400 000 in 3 equal payments over a :
perzod of two years and one day, startzng wzth the executzon of the agreement and that the

. , PCG wzll provzde 600 gallons per mznute to Arzzona Water Company at no capztal costto |

AWC It is Staﬁ”s understandzng that Arzzona Water Company is responszble for the labor |

' 15 expense to operate the wells, and the chlorznatzon expense for the PCG wells The

o : settlement agreement also requzres AWC to perform preventtve mazntenance on the PCG :

o wells by brushzng, bazlzng, swabbzng and acxd treatzng each well once every seven years

PRO FORMA EXPENSES MIAMI POWER ADJUSTMENT

Mtamt water system ?

Is lt approprtate to make a pro forma adjustment to the purchased power costs for the

The settlement agreement wzth the Pznal Creek Group allows the Company to zncrease the :

| PCG replacement water to a maxzmum of 600 gallons per mmute startzng October 30 |

o . - 2003 Thzs zs an zncrease from the 31 7 (average) gallons per mznute taken in the test year s

i k 'of 2001 The Company zndzcated that there are no purchased power costs for the PCG ;

b ,water Therefore thzs mcrement in PCG water wzl '

avings in ower costs for 1o
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A WC It is approprzate t0 adjust the Mi tamz purchased power costs to reﬂect thzs decrease' :

“ ‘: in the Company s own pumpzng volume

i How dtd Staﬂ' calculate thts adjustment9 : ‘
A f/ The adjustment was calculated by multzplymg the increment in PCG water by the Mlamt 1
’ - power costs measured in dollars per gallon Ihe dzﬂ‘ culty with this type of calculatzon is

W "' the derzvatzon of the power cost per gallon of water. Staﬁr had data representmg the entire

L purchased power costs for the Mzamt system whzch zncludes the power needed to pump

o e = Y N O

= water ﬁom the ground the power needed to pressurzze the water and the power needed to |

S 10  move the water from one area to another The same power will be needed to pressure and :

: 11 CeEn move water whether the well isa PCG well or an Arzzona Water Company well Fromk |
: ‘, | 12 o the descrzptzon on the power bzlls it appeared that the ratzo of well power to total power
ul i ‘”13 - ; | was around 70 percent Ihzs seems hzgh and zt is lzkely that some well sztes tnclude non-. )
} 14 ’l'speczf ed booster pumps Past Staﬁ experzence seems to tndtcate that the splzt between"‘
kr; L o1s : well power and transport power is about 50/ 50 Therefore 0 5 was used as a factor to‘,
16 v calculate the well power asa fractzon of total purchased power Thzs resulted m a smaller\:ﬁ
3 , 17 | : downward ad]ustment to the purchased power costs . | E o

- What is the recommend adjustment? '

[*x)
O

o Staﬁ recommends a downward adjustment in purchased power costs for Mzamz of $39 000 B

- [an)

v per year Thzs was calculated for the year 2004 whtch should be close to the eﬁ’ectzve
: date ofthe order zn thzs matter - : it il |

End of redacted testtmony

* DOes this ¢onclude your direct testimony?

 Yes,itdoes.
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SUMMARY OF MAJOR PLANT IN SERVICE & FACT SHEET

Apache Junction
o Total system well production = 8,210 gallons per minute
e Purchased capacity from City of Mesa surface water treatment plant is 1,000 gallons per
minute. The Company plans to purchase an additional 1,000 gallons per minute of
capacity from Mesa’s phase I1I expansion. '
e Water is also wheeled from Mesa to the Apache Junction Water District (formerly
Consolidated Water Co.).

» Well # 3 at Superior will be shared with Apache Junction when Superlor and Apache
Junction are interconnected.

Well Number Arsemc Concentration (ug/l)

11 26
12 13
13 12
14 19
15 16

16 33

Mining camp tanks - 1,000,000 and 150,000 gallons
University tanks — 4,000,000, 1,000,000, and 500,000 gallons
Vista del Corazon — 1,000,000 gallons

Gold Canyon tank — 2,000,000 gallons

UDC tank — 500,000 gallons

County line tanks — 1,000,000, and 4,000,000 gallons

‘Lost dutchman tank — 2,000,000 gallons

Superstition tank — 300,000 gallons

Qasis tank ~ 550,000 gallons

Bisbee
e Total system well production = 2,405 gallons per minute.
) Wlthout new well #5, Bisbee could not meet demand with the loss of either well 3 or 4.

Well Number Arsenic Concentration (ug/l) ~ Yield

2 4 , 115 gal/min
3 5 840 gal/min
4 4 , 850 gal/min
5 5 600 gal/min

Naco tankk— 100,000 gallons
Warehouse tank — 450,000 gallons
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Warren tank — 100,000 gallons

: Tin town tank — 1,000,000 gallons

L , Tombstone tank — 600,000 gallons

J Spring canyon tank — 100,000 gallons

g.’;j
< Miami
e All wells are chlorinated by erosion feed back to well casing.
e System has emergency interconnect with the City of Globe.
e Total system well production = 1,044 gallons per minute.
) e Additional 600 gallons per minute is available from Pinal Creek Group
E e High arsenic wells are low producers. Arsenic standard can be met by leaving high
' arsenic wells out of s_rvice or by blending.
;] Well Number ~ DWR # Arsenic Concentration (pg/1)
3 55-616619 15 '
n 6 55-616621 9
L 7 - 55-616622 2
’ 8 55-616623 2
3 9 55-616624 2
A 10 55-616625 11
11 . 55-616626 3
i 12 55-616627 6
B 17 55-616631 2
, ' 18 55-616632 4
} 19 55-616633 2
= ‘ 20 - 55-616634 2
21 55-526519 2
22 55-527760 2
23 55-528263 5
“ 24 55-534905 2
I ; ' 25 55-548894 2
5 ; 26 55-561712 2

Bandy heights tank — 40,000 gallons

Dalton tank = - 15,000 gallons

Section 26 tanks — 1,000,000 and 44,000 gallons

Claypool tank — 100,000 gallons

Cottonwood tank — 200,000 gallons

Miami tank — 500,000 gallons

Pershing tank — 20,000 gallons ,
Central heights tanks — 500,000, 250,000, and 120,000 gallons

I FOST
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Oracle :
o  Well field is within Tucson AMA. No GPCD’s. Reporting only.
e Oracle is served through 13 mile transmission line from well field.

Well Number  Arsenic Concentration (ug/l) ~ Yield

2 3. 500 gal/min
3 2 430 gal/min
4 4 210 gal/min

Transmission line tanks — three 100,000 gallons
Cherry tank — 136,000 gallons

Town tank — 1,000,000 gallons

Coronado tank — 100,000 gallons

San Manuel

Company owns no sources. Water is purchased from BHP mine. ‘
About 12 pressure control valves allow flow down from upper pressure zone.
Upper zone storage tank is 750,000 gallons

Lower zone storage tank is 250,000 gallons

Three 50 horsepower pumps boost water from lower to upper zone.

About 12 homes are served by mini booster system at top of upper zone.
Arsenic concentration is 22 (pg/1).

e ¢ ¢ o o o

,-
L ]

X Sierra Vista : :

. ¢ System consists of 4 pressure zones, with Sulger City being the fourth zone.

z } . ~ Sulger city is normally “stand alone”, but water can be moved from zone 3 to Sulger if
needed.

e Total system well production = 2,150 gallons per minute.

Well Number Arsenic Concentration (pg/l)
fuller 2
;.J ' ' stewart - 2
graves 2
£ ; VM1 2
1 - VM2 2
Sulger W #1 2
Sulger W #3 2
Sulger E #2 2

B o Fuller tanks — 1,000,000 and 130,000 gallons
J Village meadows #1 tank — 250,000 gallons
Sulger west tank — 100,000 gallons

b ‘ Sulger east tanks — 13,000, and 16,000 gallons
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by
e J

® Superior is served through 23 mile transmission line from well field to Queen Creek tank.
e Transmission line is steel and above ground. During the summer a chiller is operated
“when water temperatures can reach 110 degrees Fahrenheit.

e Well # 3 at Superior will be shared with Apache Junction when Superlor and Apache
Junction are interconnected.

Well Number Arsenic Concentration (ng/l) Yield

1 : 10 280 gal/min

R 2 22 - 600 gal/min

£ 3 10 800 gal/min
‘.

Transmission line tank — 376,000 gallons
Queen Creek tank — 2,000,000 gallqns
Town tank — 500,000 gallons '

C kaelman

' e Winkelman is served by three submersible wells near the Gila River.
e Storage floats on system.

Ll ¢ Town tanks are — 100,000 and 10,000 gallons

1 - Well Number Arsenic Concentration (ng/1) Yield

iid - 1 -3 165 gal/min
. 2 2 300 gal/min

N 3 4 | 305 gal/min

& |
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Process Schematic
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Exhibit E

PROPOSED DEPRECIATION RATES FOR ARIZONA WATER COMPANY

: AZ water
Company Depreciable Plant Service Life Proposed
Account No. (years) Rate (%)
314 Wells & Springs : 32 3.13
321 Pumping Plant Structures & Improvements 35 2.86
325 Electric Pumping Equipment 17 5.88
328 Gas Engines 25 4.00
331 | Water Treatment Structures & Improvements 40 2.50
332 Water Treatment Equipment ' 35 2.86
341 Transmission/Distribution Structures 30 3.33
342 Storage Tanks 50 2.00
343 Transmission/Distribution Mains 56 1.79
344 Fire Sprinkler Taps 50 2.00
345 Services 42 2.38
346 Meters 22 4.55 [
348 Hydrants 55 1.82
390 General Plant Structures 40 2.50
340 Office Fumniture & Equipment 15 6.67
393 Warehouse Equipment 20 5.00
394 Tools, Shop & Garage Equipment 25 4.00
395 Laboratory Equipment 20 5.00
396 Power Operated Equipment 15 6.67
397 Communication Equipment 15 6.67
Miscellaneous Equipment 30 3.33

398
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EXHIBITF
POST TEST YEAR PLANT IN SERVICE ()

Work  Amount(d) Description
Auth.

Apache Junction
2551 $ 605,263 (¢)  Retention basin for new Well 16

2981 $ 18,285 Rehab pump assembly for Well 12

3167 $ 14216 Replace 8 inch gate valve at Ironwood & Apache

3212 $ 153,925 Install 1,850ft of 6 DIP to replace 2” steel (near Merrill)

3213 S 45,157 Reconstruct tank overflow lines

3215 $ 48,511 Replace pump assembly for Well 13

3216 § 7,423 Replace booster pump at Superstition tank site

3218 § 69,951 Replace services at Thunder Mountain School & Trails West

3317 $ 11,480 Abandon 330 ft on Superstition Blvd near AJ Fire Station #2

3318 $ 11,860 Interconnect 16” & 6” on Tomahawk and Second Ave:
3322 § 36,204 Replace pump & motor at Well 14

Bisbee

3219 $558,663 Drlll and equip new well (Well #5)

3311 $ 47,724 Abandon and relocate water mains in Spring Canyon

3356 § 13,934 Rebuild booster pump at Naco pump station

Miami

3027 $ 87,373 Abandon and replace water mains near Central Heights Rd.

3193 $ 14,694 Pull and rehab pump assembly for Well 18

3249(d) : Install ladder safety systems at storage tanks

3250  § 84,456 Replace water mains near Hwy 60, 3" §t, and Claypool Yard

3251 $ 31,608 Install MOSCAD remote controls and programming.

3252(e) Install chlorinators at Wells 20 & 25

3253 § 54,273 ‘Install 1,250 DIP on Hwy 88

3254 § 49,943 Replace various house connection services

3350 $ 15,500  Replace pump and motor at Well 26

Notes

(a) excludes capital items in blanket authorizations

(b) dollar amounts are estimates, subject to 2002 AZ Water year end reconciliation & audit
(c) includes drilling & equipping well 16, which is test year addition

(d) ascender lines installed and charged to blanket accounts

(e) installed and charged to blanket accounts




Oracle

3031 $ 102,929
3033 $ 21,760
3257 . -§$ 32,078
3281 $ 16,269

San Manuel
3030 $-21,813

Sierra Vista
3220 $ 52,238
3221 $-17,500

Superior
3268 $ 44,802
3269 §$183,435

Winkelman
3258(f)
3352 $ 9,319

Notes

Parallel 8”CA with 2,640 ft 12” DIP on Hwy77

Install pressure regulating station at Rockcliffe 3lvd.
Replace pump house at Booster #2

Replace 350 ft of 4” with 6 “ DIP near Cody Loop Road.

Replace pressure regulator on Avenue A and 6" Ave.

Replace various house connection services

- Install 3 new booster pumps at Fuller

Replace 800 ft pipe on Hwy 60 to Town Tank
Replace 2,050 ft pip on Hwy 177 from Lobb to Terrace

Paint well yard
Replace pump and motor at Well 4

(f) completed and charged to blanket account




Exhibit G

TARIFF SCHEDULE
Utility: Tariff Sheet No.: lof3
Docket No.: Decision No.:
Phone No.: Effective:
CURTAILMENT PLAN FOR:

ADEQ Public Water System Number:

(“Company™), is authorized to curtail Watervservice to all customers
within its certificated area under the terms and conditions listed in this tariff.

This curtailment plan shall become part of the Arizona Department of Environmenta] Quality
Emergency Operations Plan for the Company.

The Company shall notify its customers of this new tariff as part of its next regularly scheduled

‘billing after the effective date of the tariff or no later than sixty (60) days after the effective date
of the tariff. '

The Company shall provide a copy of the curtailment tariff to any customer, upon request,
Stage 1 Exists When:

Company is able to maintain water storage in the system at 100 percent of capacity and there are
no known problems with its well production or water storage in the system.

Restrictions: Under Stage 1, Company is deemed to be operating normally and no
curtailment is necessary.

Notice Requirements: Under Stage 1, no notice is necessary.

Stage 2 Exists When:

a. Company’s water storage or well production has been less than 80 percent of capacity for
at least 48 consecutive hours, and : ‘

b.  Company has identified issues -such as a steadily deClining water table, increased draw
‘ down threatening pump operations, or poor water production, creating a reasonable belief
the Company will be unable to meet anticipated water demand on a sustained basis.

Restrictions: Under Stage 2, the Company may request the customers to voluntarily
employ water conservation measures to reduce water consumption by approximately
50 percent.  Qutside watering should be limited to essential water, dividing outside
watering on some uniform basis (such as even and odd days) and eliminating outside
watering on weekends and holidays.

[ADWS\mydocs\CurtailmentPlanTariff.doc ’ o ‘ : REVISED: September 18,2002
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‘TARIFF SCHEDULE
Utility: . Tariff Sheet No.: 20f3
Docket No.:_ ‘ Decision No.:
Phone No.: f Effective:

Notice Requirements: Under Stage 2, the Company is required to notify customers by
delivering written notice door to door at each service address, or by United States first
class mail to the billing address or, at the Company’s option, both. Such notice shall
notify the customers of the general nature of the problem and the need to conserve water.

Stage 3 Exists When:

a. Company’s total water storage or well production has been less than 50 percent of
~ capacity for at least 24 consecutive hours, and

b. Company has identified issues such as a steadily declining water table, increased draw
down threatening pump operations, or poor water produ .ion, creating a reasonable belief
the Company will be unable to meet anticipated water demand on a sustained basis.

Restrictions: Under Stage 3, Company shall request the customers to voluntarily employ
water conservation measures to reduce daily consumption by approximately 50 percent.
All outside watering should be eliminated, except livestock, and indoor water
conservation techniques should be employed whenever possible.

Notice Requirements:

'} 1. Company is required to notify customers by delivering written notice to each
L service address, or by United States first class mail to the billing address or, at the
Company’s option, both. Such Notice shall notify the customers of the general
nature of the problem and the need to conserve water. :

2. Beginning with Stage 3, Company shall post at least signs showing the
curtailment stage. Signs shall be posted at noticeable locations, like at the well
sites and at the entrance to major subdivisions served by the Company.

Lj « 3. Company shall notify the Consumer Services Section of the Utilities Division of
the Corporation Commission at least 12 hours prior to entering stage 3.

Once Stage 3 has been reached, the Company must begin to augment the supply of water
by either hauling or through an emergency interconnect with an approved water supply in
an attempt to maintain the curtailment at a level no h1gher than Stage 3 until a permanent
solution has been implemented.

£

Stage 4 Exists When:

C

a. Company’s total water storage or well production has been less than 25 percent of
_capacity for at least 12 consecutive hours, and

sz
E" N :
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Exhibit G :
TARIFF SCHEDULE
Utility: ' Tariff Sheet No.: 3of3
Docket No.: : Decision No.:
Phone No.: Effective:
b. Company has identified issues such as a steadily declining water table, increased draw

down threatening pump operations, or poor water production, creating a reasonable belief
the Company will be unable to meet anticipated water demand on a sustained basis.

Restrictions:  Under Stage 4, Company shall inform the customer: of a mandatory

restriction to employ water conservation measures to reduce daily consumption. Failure

to comply will result in customer disconnection. The following uses of water shall be
- prohibited: , : ‘

Irrigation of outdoor lawns, trees, shrubs, or any plant life is prohibited
Washing of any vehicle is prohibited
The use of wate for dust control or any outdoor cleaning uses is prohibited
The use of drip or misting systems of any kind is prohibited
The filling of any swimming pool, spas, fountains or ornamental pools is
prohibited
- Restaurant patrons shall be served water only upon request
¢ Any other water intensive activity is prohibited

* ¢ <« @ &

>

Notice Requirements:

1. Company is required to notify customers by delivering written notice to each
service address, or by United States first class mail to the billing address or, at the
Company’s option, both. Such notice shall notify the customers of the general
nature of the problem and the need to conserve water.

2. . Company shall post at least _~ signs showing curtailment stage. Signs shall
be posted at noticeable locations, like at the well sites and at the entrance to major
subdivisions served by the Company. '

3. Company shall notify the Consumer Services Section of the Utilities Division of
the Corporation Commission at least 12 hours prior to entering stage 4.

Once Stage 4 has been reached, the Company must augment the supply of water by hauling or

through an emergency interconnect from an approved supply or must otherwise provide

“emergency drinking water for its customers until a permanent solution has been implemented.

Customers who fail to comply with the above restrictions will be given a written notice to end all
outdoor use. Failure to comply within two (2) working days of receipt of the notice will result in
temporary loss of service until an agreement can be made to end unauthorized use of outdoor
water. To restore service, the customer shall be required to pay all authorized reconnection fees.
If a customer believes he/she has been disconnected in error, the customer may contact the
Commission's Consumer Services Section at 1-800-222-7000 to initiate an investigation. -

'I:\DWS\mydocs\CurtafImentPlanTariff.doc ! ' : REVISED: September 18, 2002




EXHIBIT H, Page 1 of 2

WATER RATES
ARIZONA WATER COMPANY ~ ACC.No. 440
- Phoenix, Arizona : : Cancelling A.C.C. No. (not applicable)
Filed by: James R. Livingston . Tariff or Schedule No. - NP-260
Title: President Filed: February 2, 19990 R ’ G i N A L
Date of Original Filing: March 7, 1984 - Effective: March 15, 1999
System: APACHE JUNCTION, CASA GRANDE,

COOLIDGE, WHITE TANK

NON-POTABLE CENTRAL ARIZONA PROJECT WATER

AVAILABILITY:

In the Company's Apache Junction, Casa Grande, Coolidge and White Tank water systems, where
and when Central Arizona Project ("CAP") water is available.

SUITABILITY:

It is the customer’s responsibility to determine the initial and continuing suitability of the non-potable CAP
water furnished under this tariff for any intended uses. The Company does not treat, test or monitor non-potable
CAP water and furnishes it to customers strictly on an "as received" basis from the Central Arizona Water
Conservation District ("CAWCD"). The customer agrees to accept non-potable CAP water “as received."
Compliance with any requirement of the Arizona Department of Environmental Quality, or any other agency
having jurisdiction, concerning the use or quality of non-potable CAP water shall be the sole responsibility of
the customer. The Company will not be liable for, and the customer will hold harmiless, indemnify and defend
the Company against, any injuries or damages arising from its service of non-potable CAP water.

’ FACILITIES AND DEMAND:

When applying for non-potable CAP water service, the customer shall specify the maximum annual
guantity of CAP water in acre feet (AF) that it intends to use under this tariff schedule and pursuant to a Non-
Potable Water Facilities Contribution Agreement. This quantity of water will be used to determine the facilities
required to serve the customer and will be the customer's maximum demand for non-potable CAP water ("CAP
Demand") during any calendar year. The customer will be responsible for both the deferred (including holding
costs) and the current annuat CAWCD M&! Water Service Capital Charges on the CAP Demand and on any water
use in excess of the CAP Demand.

g The customer will contribute the funds required to install all facilities needed to provide CAP water. Such
d facilities will be owned by the Company.

The Deferred CAP Demand Charge includes the deferred annual CAWCD M&I Water Service Capital
Charges and associated holding costs for the customer's CAP. Demand. The Deterred CAP Demand Charge is
payable prior to the start of service or within fifteen (15) days of any approved increase in CAP Demand. The
Deferred CAP Demand Charge wiil be payable only on any future increase in CAP Demand for those customers
receiving service under this tariff as of the effective date. The Deferred CAP Demand Charge is not refundable if
the customer's CAP Demand is later reduced

APPROVED FOR FILING

| '; DECISION #:_(0 (974

Effective 3/15/99
i 5 . Revised 1/18/95
¢ o . i ) co - Revised . 1/15/99
wa HARATECASE\TARIFFS\NP-260 - 1899.D0C . . S .
AWG:DMC:12/27/94 - : g




EXHIBIT H, Page 2 of 2

: ARIZONA WATER COMFPANY : ‘
'f] NON-POTABLE CENTRAL ARIZONA PROJECT WATER - continued NP-260

wonmcy e - ORIGINAL

The monthly billing will consist of the following components:

e 1. A monthly CAP Demand charge equal to 1/12th of the customer's CAP Demand in AF times the
J applicable CAWCD M&I Water Service Capital Charge per AF plus four percent (4%) of such costs to cover the
Company's administrative and handling costs. Should the customer's actual water use exceed the customer's
CAP Demand, the customer will be billed an additional demand charge, based on the applicable CAWCD
M&! Water Service Capital Charge, on the excess water use, plus a four percent (4%) administrative and
handling fee. :

‘ : 2. ‘A meter charge based on the applicable monthly minimum charge by meter size as set forth in each
L system's General Service tariff schedule. This meter charge shall not include any water.

= E 3. A commodity charge designed to pass on all costs ot nori-potabie CAP water, except the monthly

} CAP Demand charge, as billed to the Company during the previous month by the CAWCD or any cther
authorized governmental: agency, plus one percent (1%) of such costs to cover the Company's administrative
and handling costs. ;

4. A power, maintenance and depreciétion charge based on the specific requirements of each customer.

A. The power component will be the direct and separately metered cost of the power billed
to the Company during the previous month for CAP water delivered to the customer, plus one
percent (1%) of the power cost to cover the Company's administrative and handling costs. If
multiple customers are being served by common facilities, the power component will be prorated
‘based on CAP water actually used during the month by each customer.

1 B. The maintenance component will be the actual costs of maintaining the facilities required

.f } . to serve the customer, plus a ten percent (10%) charge to provide for overhead and margin.

If multiple customers are being served by common facilities, the maintenance component will
be prorated based on each customer's CAP Demand.

C. The depreciation component will be 1/12th of the product of the Company's book
depreciation rate, as authorized by the Arizona Corporation Commission, times the original cost
. of the plant facilities serving the customer. If multiple customers are being served by common
C facilities, the depreciation component wili be prorated based on each customer's CAP Demand.

Late Charge: Any payment not received within fifteen (15) days from the postmark date of tne bill will
I be delinquent and subject to a late charge of one and one-half percent (1%2%) per month.

Adjustment: An adjustment for state and local taxes, which will be the applicable proportionate part
of any taxes or governmental impositions which are, or in the future may be, assessed on the basis of the gross
revenues of the Company and/or the price or revenue from the water or service sold and/or the volume of water
pumped or purchased for sale and/or sold hereunder. in the event of any increase or decrease in taxes or other
governmental impositions, rates shall be adjusted to reflect such tax increase or decrease.

TERMS AND CONDITIONS:

APPROVED FOR FILING

DECISION #:_(2 (579

Subject to the Company's Tariff Schedule TC 243,

£
i

Effective 3/15/99
Revised 1/18/95

S ‘ : ~ ‘ : Revised 1/15/99
il HARATECASE\TARIFFS\NP-260 - 1999.00C . . .
RWG:OMC:12/27/94 -




EXHIBIT I, Page 1 of 1

Arizona Water Company

Late Charge 15 days after the mailing.

: 1/01/2002
SLV Golf Properties, L.L.C.
DBA Mountain Brook Galf Club
Attn. Ken Vegors
Non-Potable CAP Water Bilfing
November 2002 Statement For January 2003 Order
AcctNo, 021-10-99905-1
lavoice No. 5110102
(1) MONTHLY 2003 CAP DEMAND CHARGE Amaunt
1/12 Annual CAP Demand in Acre Feet 33.33
CAWCD M&I Water Service Capitai Charge per AF $43.00
. $1,433.33
4% - Administrative and Handling Costs 57.33
Total CAP Demand Charge $1,490.67 $1,490.67
(2) MONTHLY MINIMUM CHARGE - 6” METER $362.53
(3) MONTHLY 2003 COMMODITY CHARGE
1/12 Annual CAP Order in Acre Feet 25.00
CAWCD Commodity Rate per AF' = $66.00
1,650.00
- 1% - Administrative and Handling Costs 16.50
Total Commodity Charge $1,666.50 $1,666.50
{4) ADDITIONAL. 2002 COMMOOITY CHARGE
Additional CAP Order in Acre Feet 34.00
CAWCD Commodity Rate per AF $62.00
) 2,108.00
1% - Administrative and Handling Costs 21.08
Total Commodity Charge T$2,129.08 $2,129.08
(5) MONTHLY DEPRECIATION CHARGE
Original Cost of Plant Facilities $2,446.00
Company's Book Depreciation Rate - 2.59%
Annual Depreciation 63.35
1/12 Annual Depreciation $5.28 $5.28
(6) MAINTENANCE
September 3, 2002 - Repair Water Meter $890.66
10% - Administrative Overhead $89.07
) $979.73
Late Charge 1.5% : $14.70
Total Repair Services $994.42
Sub-Total $6,648.48
(7) SALES TAXES @ 6.813% $452.96
© {8) TOTAL AMQUNT NOW DUE $7101.44
2002 2002
DEMAND ORDER
Anhual CAP Demand in AF 400.00 Annual CAP Order in AF 300.00
Acre Feet Billed Year to Date 400.00 Acre Feet Billed Year to Date : 300.00
“Acre Feet Used Thru 0.00 Acre Feet Used Thru September 339.00
Additional CAP Demand in AF 0.00 Additional CAP Order in AF 0.00
Additional Previously Billed e 200 Additional Previously Billed 500
Additionat to be Billed . 0.00 ‘Additional to be Billed 34.00
Please Send Payment To:
Bills are due and payable when rendered, ! ARIZONA WATER COMPANY
and are delinquent and subject to a 1.5% Attention: David Kupres
Post Office Box 29006

Phoenix Arizona 85038-9006




- Arizona Water Company — Apphcat10n For A Rate Increase
Docket No. W-01445A-02-0619

WATER RATES
ARIZONA WATER COMPANY
Phoenix, Arizona
Filed By ‘ - Canceling ACC No. NP-260 1/15/99 revision
Title: - Tariff No. NP-260
Date of Original Fllmg Filed
Systems APACHE JUCTION Effective

EXHIB ITJ

CASA GRANDE, COOLIDGE, WRHITE TANKS

NON-POTABLE CENTRAL ARIZONA PROJECT WATER
APPLICABILITY:

To the Company’s Apache Junction, Casa Grande, Coolidge and White Tank water systems, where and
when Central Arizona Project (“CAP”) water is available.

SUITABILITY:

it is the customer’s responsibility to determine the initial and continuing suitability of the non-potable CAP
water furnished under this tariff for any intended uses. The Company does not treat, test or monitor non-

~ potable CAP water and furnishes it to customers strictly on an “as received” basis from the Central

Arizona Water Conservation District (“CAWCD). The customer agrees to accept non-potable CAP water
“as received”. Compliance with any requirement of the Arizona Department of Environmental Quality, or
any other agency having jurisdiction, concerning the use or quality of non-potable CAP water shall be the
sole responsibility of the customer. The Company will not be liable for, and the customer will hold
harmless, indemnify, and defend the Company against any injuries or damages arising from its service of
non-potable CAP water.

FACILITIES AND DEMAND:

When applying for non-potable CAP water service, the customer shall specify the maximum annual
quantity of CAP water in acre feet (AF) that it intends to use under this tariff schedule and pursuant to a
Non-Potable Water Facilities Contribution Agreement. This quantity of water will be used to determine
the facilities required to service the customer and will be the customer’s maximum demand for non-
potable CAP water (“CAP Demand”) during any calendar year. The customer will be responsible for both
the deferred (including holding costs) and the current annual CAWCD M&I Water Service Capital Charges
on the CAP Demand and on any water use in excess of the CAP demand.

The customer will contribute the funds requnred to install all facilities needed to provide CAP water. Such
facilities will be owned by the Company.

The Deferred CAP Demand Charge includes the deferred annual CAWCD M&! Water Service Capital
Charges and associated holding costs for the customer's CAP Demand. The Deferred CAP Demand
Charge is payable prior to the start of service or within fifteen (15) days of any approved increase in CAP
Demand. The Deferred CAP. Demand Charge will be payablte only on any future increase in CAP
Demand for those customer receiving service under this tariff as of the effective date. The Deferred CAP
Demand Charge is not refundable if the customer s CAP Demand is later reduced.




EXHIBIT J
Arizona Water Company — Application For A Rate Increase
Docket No. W-01445A-02-0619

MONTHLY BILL:

The monthly billing will consist of the following components:

1. A monthly CAP Demand share equal to 1/12 of the customer s CAP Demand in AF times the
applicable CAWCD M&I Water Service Capital Charge per AF . Should the customer’s actual water use
exceed the customer’s CAP Demand, the customer will be billed an additional demand charge, based on

the applicable CAWCD M&! Water Service Capital Charge, on the excess water use.

2. A commodity chérge designed to pass on ail costs of non-potable CAP water, except the monthly
CAP Demand charge, as billed to the Company during the previous month by the CAWCD or any other

" authorized governmental agency.

3. A power and maintenance charge based on the specific requirements of each customer.

A. The power component will be the direct and separately metered cost of the power billed
to the Company during the previous month for CAP water delivered to-the customer. |f
multiple customers are being served by common facilities, the power component will be
prorated based on CAP water actually used during the month by each customer.

B. The maintenance component will be the actual costs of maintaining the facilities required
to serve the customer, plus a ten per cent (10%).charge to provide for overhead and
margin. If multiple customers are being served by common facilities, the maintenance
component will be prorated based on each customer's CAP Demand.

The customer shall not be liable for maintenance, repair, or replacement charges, when
the damage or injuries to the CAP facilities are a result of the failure of the Company to
operate the facilities or install protective devices in accordance with customary or sound
construction and engineering practices.

The customer’éhah be responsible for the repair or replacement of the meter. However,
the repair charges, during a single maintenance event, shall not exceed the replacement
cost of the item under repair.

4. A fixed ‘administrative cost of fifty dollars ($50) per month.

Late Charge: Any payment not received within fifteen (15) days from the postmark date of the bill will
be delinquent and subject to a late charge of one and one-half per cent (1 1/2%) per
month.

Adjustment:  An adjustment for state and local taxes, which will be the applicable proportionate part of
any taxes or governmental impositions which are, or in the future may be, assessed on
the basis of the gross revenues of the Company and/or the price or revenue from the
water or service sold and/or the volume of water pumped or purchased for sale and/or
sold hereunder. In the event of any increase or decrease in taxes or other government
impositions, rates shall be adjusted to reflect such tax increase or decrease.

TERMS AND CONDITIONS:

Subject to the Company’s Tariff Schedule TC-243.




EXHIBIT K

, L SETTLEMENT AGREEMENTQ_{ L



SETTLEMENT AND RELEASE AGREEMENT

';THlS SETTLEMENT AND RELEASE AGREEMENT is dated thls " day of

o July, 1998 lthrs"'Settlement Agreement”) by and among Anzona Water

1 - Company, an Arizona corporation (" AWC") and Cyprus Miami Mining Corporatlon e

'ﬁ,f_ a Delaware corporatlon BHP Copper Inc., a Delaware corporation, and Insplratlon ', e
Hen Consolidated Copper Company, a Delaware corporatlon (each a member of and ek
: fcollectlvely, the "PCG ) , S e

e ‘ RECITALS

' f’tWHEREAS the partles desnre to fully and completely resolve all clalms and lssuesf - ( :
. "presented by AWC unless expressly excluded in thls Settlement Agreement and e

: WHEREAS th|s Settlement Agreement is entered into in the spmt of cooperatron Sa

o and to arnve at a falr settlement of thls matter, and Chan

.‘WHEREAS all of the dlscussmns durmg negotlatlon of the terms of th:s
- Settlement Agreement have been made by both parties, solely for the: purposes S
o of facilitating settlement and are protected from. any form of dlsclosure or' o
S subsequent use pursuant to Rule 408 of the Arlzona Rules of Evrdence

,' _NOW THEREFORE the partles covenant and agree as follows

1. 'Replacement Water PCG wrll provrde replacement water in a total.
L ‘capacity of 600 gpm. meetmg the Water Quality Parameters set forthin .

~ Exhibit F to AWC’s Miami water system at no capital cost to AWC, PCG ERRh N

owill provide the replacement water on an mcremental basns that meets or e

fexceeds the followmg schedule

o Date: kD b Aggregate volume of capacuty""f.

prowded
Q‘October 30 1993, . tgpmf:f
= ‘k,vy”October 30 1999-f7 e fzoo gom

w | AO/ClEOber’ 30'2000 8 300 gpm"v'l

~ October 30, 2001 400 gpm*: .
| October30,2002 ?500 gpmfﬁ?

_© October30,2003 t}eoo gpm ,




. Source of Replacement Water. PCG wrll select the replacement watera :

~ source(s) for Paragraphs 1, 3 and 5 of this Settlement Agreement provided,

_that the location of each such source of replacement water shall.comply .

with applicable legal requirements for wells. Without limitation of the

- foregoing, PCG may restore or increase the capacity of wells already
~conveyed to AWC by PCG pursuant to this Settlement Agreement b
. provided that any party or their agents comply with AWC's standard', o
 requirements for performing work on AWC's property. PCG will not use

i fremedrated water as the replacement supply for Paragraphs 1, 3and 5. If

~PCG is unable to provide replacement ‘water to AWC in accordance wrth,, e

~ AWC's requirements set forth in this Settlement Agreement, the PCG may
~elect in its sole discretion to provide replacernent ‘water from the Old

Dominion Mine in a maximum amount of 100 gpm from the "domestic® . =

~ source currently delivered from the Old Dominion level 12 water drift -

‘ " through a tie-in to AWC's system in the proximity of the intersection of the -

' existing Old Dominion water lrne and AWC's drstnbutron main as set forth S
o on Exhrbrt A : ~ '

S 'Marntenance of Replacement Water 'After October 30, 2003 and until

 October 30, 2028, PCG shall maintain the quantity of replacement water
- meeting the Water Quality Parameters in an aggregate amount equalto |
600 gpm. This obligation will be maintained by replacing any depletion = |

below 600 gpm as. determined pursuant, to. the annual depletion testing E o

conducted pursuant to the depletion testing protocol attached hereto as =~ |

 ExhibitB ("Depletion Testing™)." Any replacement water required as a result

~ of the annual Depletion Testing shall be delivered by the month of May |
 following annual Depletion Testing. Moreover, until October 30, 2028, :
AWC may present a claim for depletion by conducting Depletion Testing at .

any time during a calendar year and any disputes regarding such claims

shall be decided by the technical advisory panel identified in Paragraph 11 :

(the "TAP"). Following any Depletion Testing, the parties shall meet and

confer to determine whether AWC complied with the operating and
~“maintenance standards set forth in Exhibit B attached hereto ("O&M
 Standards"). If there was a violation of the O&M Standards and such

- violation was non-material, PCG's oblrgatron to replace any depletion from"f:f
~_ the replacement well in’ which the violation occurred shall be deferred until ~
~the next annual Depletion Testing where there is no violation of the O&Mf’

Standards for that well. If a vrolatron of the O&M Standards was materral .

-~ PCG will not be obligated to replace any such depletion caused by the

violation. If the parties disagree whether a vrolatlon of the O&M Standards

- was material or non-material or whether a material violation resulted in

' depletion, any party can present the issue to the TAP. As of October 30, S

2028, PCG will provide or have provrded to AWC wells in the Gila

- Conglomerate, unless an alternate source has been agreed upon by the .
S partles and such wells or alternate sources or combmatron thereof shallm




prowde an aggregate capacrty of 600 gpm meetrng the Water Qualrty;
e Parameters o ‘ | =

e Restnctlons on Wells After the date of thrs Settlement Agreement and =
' until October 30, 2028, PCG will not drill any wells for replacement water
. to be provided under this Settlement Agreement within 2000 feet of any =
 then-existing AWC wells and AWC will not drill any future wells within
2000 feet of any then-existing wells for replacement water to be provnded S
~_under this Settlement Agreement. Notwithstanding the foregoing sentence
~, and until October 30, 2028, 'any party may drill a well within such 2000
o ffeet if such party (i) obtains written consent of the other party, or (ii) fails
~ to obtain written consent and therefore is deemed to have assumed the

. deepening of a well in the same general location by any party shall not
~alter the allocation of risk or responsibility set forth in the foregoing :
~sentence at the time the well was placed. Nothing in the Settlement

risk or responsrbrllty for any resulting depletion or draw down resulting in "
the then-existing well located within such 2000 feet. The replacement or

Agreement shall limit either party's right to drill a new or replacement well '

ek ~or deepen an existing well located more than 2000 feet from the other, B
Ll »party s then-exlstlng wells e o

L 4 Future lmpacts on Wells Wlth respect to any of AWC’s exustlng wells not” -

~produce water meetmg the Water Quality Parameters due to contamination .

) water meetmg the Water Quallty Parameters untrl the problem is corrected ‘

- currently impacted by actrv:ty or-conduct described in this paragraph. or. - i
- future wells (other than replacement wells to be provrded by PCG pursuant
~to this Settlement Agreement) that are, in the future, either reduced in

capacity as a result of PCG’s remediation activities or rendered unable to S

from mining activities at Cyprus’ or BHP's properties at the Pinal Creek
Site, PCG will replace such water on an equal gallons per minute basis with .

Oblrgatlons of PCG With Respect to Each Replacement Water Source Fora o

each source of replacement water, technical representatives of AWC and

- PCG shall meet and confer and agree upon the reasonable recjuirements of

Ol Dominion Mine), PCG shall not be required to convey or cause 1o be
- conveyed to AWC fee title or possessory title to such property or
replacement water sources. However, if PCG chooses to provrde new or

~ conveyed to AWC fee title by Special Warranty Deed for each well as well ot
@ an appropnate bl“ of’ sale forq all ~t”xtures, |mprovement ‘an

AWC with respect to, and thereafter PCG will provide, well materials and

S ‘equipment, any necessary and compatible pumpmg equipment and related
- appurtenances; linkage 1o AWC’s Miami water system; and all necessary .
‘easements for ingress/egress, pipelines, and uttlmes lf PCG chooses to

provide an interim replacement water supply from mnnmg propertres (e.g

existing wells for replacement water, PCG shall convey or cause to be'




- set forth below, appurtenances (both documents in the form attached

~hereto as Exhibit C), it being understood that PCG shall assrgn to AWC any

ﬂ ?lwarranty on equipment and supplies purchased by PCG in connection with =
‘any source of replacement water, it being further understood that, except
as specifically set forth herein, PCG makes no representation or warranty

' regarding the replacement water, the wells or any of the equipment or
supplies provrded by PCG to  AWC. AWC will not accept any wells for
. replacement water until receipt of the Approval of Construction ("AOC" )

~ from the Arizona Department of Envrronmental Quality ("ADEQ"), provided

 however, the failure of ADEQ to issue the AOC on or before six (6) months

~ following application shall not cause PCG to be in breach of its oblrgatlons

* hereunder, and provided further that ADEQ's failure to issue the AOC does

not relieve PCG of its obligation to provide an interim replacement water -
- supply or the obligations set forth in Paragraph 1. Denial of the AOC by
- 'ADEQ wrll requrre PCG to secure a substrtute source of replacement water

'Allocatron of Responsrbrlrty In recognmon of the fact that AWC isin the e
business of providing water supphes to customers, PCG will not be

responsible for (a) the ongoing operation and maintenance expenses

associated with any well provided to AWC by PCG; (b) any risk for fire,
lightning, earthquake, pump or motor failure, and intentional or tortious

~ acts of AWC's employees or third parties; (c) all costs associated with - |

“'storage of water pumped or’ otherwrse received by AWC " but notf‘-:‘;“' .
immediately used; (d) depletron resultmg from a failure to comply with the

O&M Standards; and (e} any other incidental costs and expenses
associated with the business of providing water supphes to customers
 Until October 30, 2028, PCG shall be responsible for all other risks

| -associated with the replacement wells rncludrng well coHapse or Ioss of'ff-.'f. e

wells as a result of floods.

Well Protection Program Until October 30 2028 for each proposed well . .
AWC covenants with PCG that as of the date of this Settlement Agreement =

,AWC will meet and confer with PCG and agree upon a well protection

~ program before drilling in or through any alluvial aquifer at the Pinal Creek
- Site, as generally depicted on Exhibit D. “After AWC and PCG agree upon |
a ‘well protection program, subject to the provisions of Paragraph 4, AWC
may drill through the alluvial aquifer at the Pinal Creek Site to produce

~ water from the Gila Conglomerate and provide that water for any use .
~including potable use provided that it meets apphcable standards upon'*;rf*”

delivery to AWC's customers. If AWC proposes to produce water froman

~ alluvial aquifer within the Pinal Creek Site and PCG advises AWC based on

- results of water quality sampling or ‘modeling, which will be made available

~ for review by AWC upon request, that the well will produce contammated

e water, AWC may (r) dlspute the PCG s informatron of contammatron by‘




~raising the issue to the TAP; or (i) produce water from such location atthe
~ sole risk and expense of AWC provided that such water will not be used =
. as potable water and provided further such water meets applicable -
' “standards for non-potable use. If PCG does not advise AWC that a g
~ proposed alluvial well will produce contaminated water or the TAP
- ~concludes that the proposed alluvial well will not produce contammatedk
- water, AWC may drill such alluvial well and use such water except forany
~_limitation imposed by the well protection program, subject to the provisions
 of Paragraph 4. After October 30, 2028, AWC is not prohibited from
. drilling in or producing water from any alluvial aquifer in the Pinal Creek
~ Site, provided, however, AWC shall not use water from the alluvial aquifer . .~
~ of the Pinal Creek Site for potable use unless it meets apphcable standards‘ o o
- when dehvered to AWC s customers ~ ~ e

| 9. Release Subrogatlon and Asslgnment of Clalms

A In consuderatlon of the covenants contalned hereun, AWC completely i
- releases and forever discharges each of the PCG members, Hecla
~Mining Company, Phelps Dodge Corporation and each and all of their e
~_past, present, and future officers, directors, employees,. S
‘representatives, agents, subsudnanes, affiliates, successors, any
assngns, insurers and all other persons or entities with whom any of
~.the same have been; are now, ‘or miay hereafter be affiliated with, of
and from any and all past, present, and future claims, demands, =
obligations, actions, causes of action, rights, damages, costs, losses - .
of income, expenses, and compensation of any nature whatsoever,
“whether known or unknown, whether based on a tort, statute,
equity, contract, eminent domain or the threat or imminence thereof, -
or inverse eminent domain, or other theory, or other damages,, .
~ whether brought individually, Jomtly or in connection with any class
~action, which AWC now has or which may hereafter accrue,
including, without limitation, claims for violation of any local, state,
~ and/or federal statute or regulation (but not including any claim for
“breach of the Settlement Agreement) or the exercise of power of
eminent domain, or the threat or |mmmence thereof, or mverse*
- eminent domain, arising from or. relating in any manner to (including,
~ but not limited to, contamination and remeduatlon lssues) the lmpact "
~of mining activities within the Pinal Creek Site or adjoining. areas.
ﬁ ‘NOththstandmg the foregomg, thls reIease and covenant not to sue
- is not mtended to and shall not apply 10 new clalms or causes
- 'actlon ansnng out of a New Release :

| '"VThe release and covenant not to ”'set forth in the pre g
- subparagraph A} is not mtended to and sha!! not apply. to any claims
for mdemnlty or. contnbutnon ansmg under common‘law or. equity



~ orcreated by federal or state statute {including CERCLA), that AWC
~may have against the PCG members for any claims, causes of
~~ action, lawsuit or demands subsequently asserted against AWC by -
~-a third party relating to the exposure to, if any, contaminants in
- water extracted from AWC wells; nor shall the release and covenant :
- not to sue contalned in the preceding subparagraph apply to any of - .
~ the claims arising out of or relating to the performance, or e
~ nonperformance by the PCG members of this Settlement Agreement =
. or any duty or obligation contained herein, or any subsequent
v written amendment or modn‘ncatron thereof ;

c The partnes hereto agree that the PCG members reserve aH nghts il
~ they may have to bnng any action, cause of action, Iawsurt claim,
or demand against any person or entity other than AWC to recover
~all or any part of ‘the. consideration provided by PCG tobAWC
 pursuant to this Settlement Agreement, and AWC agrees to
‘subrogate to the PCG members any action, cause of action, lawsuit,
‘ _clalm or demand AWC may have against any party to enable the
- PCG members to recover. such costs from responsrble thrrd partres

D) AWC shaII be entrtled to renmbursement of all of |ts reasonable costs
 and fees required due to the litigation brought by the PCG members =
S _in the name of AWC arising under this Settlement Agreement, |
i s - “including, but not limited to, attorneys’ fees incurred for litigation .
T support for monitoring or reviewing any claims or counterclaims A
involving AWC. The PCG members shall pay such costs to AWC SR
upon presentatron of an mvorce therefor L o

E) The PCG members wnll mdemmfy and defend AWC agamst e
~ . counterclaims and for any costs or fees awarded against AWC in
~connection with any lost claim(s) brought by the PCG members or
lost counterclaim(s), to the extent such counterclaims arise out of
. the subrogated claims. The PCG members shall not take a position |
_ adverse to AWC's interest in pursuing or defending any claims in
- AWC'’s name. “The indemnity and' defense obhgatlons contamed in .
~ this paragraph apply only to counterclarms and all resultrng costs_j
- from actions brought by the PCG members in AWC's name. The
~_PCG members shall keep AWC reasonably rnformed of the status of
- any lmgatlon arising out of this subrogation agreement and- provrde
: AWC s attorney wuth all pleadmgs and court documents '

i lf the Arrzona Department of Water Resources'or ADEQ promulgates :
rules that mandate abandonment or modification of any of AWC' s
~existing Bloody Tanks Wash wells due to ‘the exrstence of

contammatron ln”the Bloo y Tanks Wash caused by mining



i ‘}through 1udscxal procedures,'~ pertaining to the Btoody Tanks Wash water'

10.
~or comments on the pendmg Consent Decree involving the Pinal Creek Site. [ gk
. AWC shall file a written notice with the Federal District Court in the
 Consent Decree proceeding stating that it (i) has settled with PCG, (ii) will o
not submit comments on the Consent Decree, liii) will not move to

. by AWC against the PCG members for relmbursement of such costs
nor shall |t bar any defenses by PCG members made in response S
'thereto -

Consent Decree, Pubhc Support AWC wnII not flle any motlon to lntervene .

intervene in the proceedmg and (iv)- will wvthdraw AWCs notice of

CERCLA citizen's suit. ‘AWC will publicly support the PCG and its

-~ environmental response actions at the Pinal Creek Site by signing a public:
_support statement in a pre-approved form attached hereto as Exhibit E.
- Finally, AWC agrees not to oppose PCG’s Feasibility Study or any interim
_environmental response actions, and AWC will not oppose or make formal =
- public comments upon the Final Remedial Action Plan for the Pinal Creek

~ Site without first conferring with PCG. AWC agrees that: (i) PCG's

agreement to provide the replacement water supply is conslstent with and

- sufficient to satisfy the alternative water supply requirements of CERCLA
- and WQARF; (i) that the consideration provided by PCG in settlement of i
this matter is consistent with the NCP; and (i) that AWC's concerns with pabe
the Consent Decree 'and Scope of Work are settled and 'will not be the .
 basis for future comments on the PCG's work or the Final Remedial Action

Plan. AWC agrees to (i) cooperate with the PCG's reasonable requests for

assistance in the legal actions PCG is currently involved in including the

. private party cost recovery litigation, the pending toxic tort class action
“and the insurance recovery action, it being understood that AWC wnll not
~ be required to directly become a party to or co- litigate with the PCGorto

incur significant unreimbursed expenses associated therewith, and (ii) not

foster claims by persons or entities making or contemplating possible S

claims against the PCG members related to the Pinal Creek Site, including |

~the voluntary or informal disclosure of any mformatnon related to thel Sk
- subject matter underlying this Settlement Agreement. Nothing set forthin
- the foregoing sentence shall prohibit AWC from performing any legal
~ obligations, such as respondmg to a subpoena, or performlng those e
i obhgatlons ordinarily provided by AWC to its customers. AWC shall permlt o
“PCG reasonabie access to any relevant documents or data otherwnse_ :

subject to dlsclosure to the general public or to other mdmduals or entities

f Techmcal Adv:sory Panel lt is the mtent of the partles that the followmg :

i “ _ determmatnons, subject to a reasonable good falth meet and confer penod S

- activities, nothing in this Settlement Agreement shall bar any claims




; Claims made under Paragraph 5'; o

' Bl ~ Claims made under Paragraph'3‘ for depletion caused b’y‘ alleged |

~ violations of the O&M Standards or locatlon of a well wrthm theﬁ‘:
‘2000 feet lrmrt set forth in Paragraph 4 : :

o C):" Clarms made under Paragraph 7(d),

D) Determlnatrons of areas of contammatron for purposes of Paragraph S

8 and

B An’y othermatter agreed upon'by‘ the partiesf

costs of the TAP shall be borne initially by the party seeking review by the :'
“TAP but the TAP shall have the discretion to award all or a portionofsuch -~~~
costs to a party. Time periods for each of the required procedures to be i

12,

"The TAP shall be compnsed of three unbrased techmcal experts to bef

" selected by mutual agreement of the parties. Should the partles be unable
“to agree on three technical experts, AWC shall select one expert, the PCG

~shall select the second expert, and the third expert shall be selected by the S

mutual agreement of the AWC and the PCG experts. The TAP shall render

its decisions by concurrence of two or more members and such decisions - .~
~shall be final and binding on' the partles The party petitioning the TAP.

shall have the burden of proof on the issue presented to the TAP. The

followed in the TAP process shall be agreed to by the partles boald

Defmmons For purposes of this settlement offer, the followmg terms have, e

. the followmg meamngs

. A,)‘ - "Water Quallty Parameters means water that at the pomt of recerpt Hehi

by AWC, or in the case of a well provided to AWC, at the well head S
i meets the standards set forth on Exhrblt F. : :

o B) ,t"Pmal Creek Srte ' means the property wrthrn the boundarresf.ff'
~ depicted as the Pinal Creek WQARF Site in Appendix. 2 to the
"Consent Decree dated August 22 1997 attached hereto as Exhlbrt' o v

o "New Release ‘means an incident or event caused by a member of

_ PCG after the date of thls Settlement Agreement that meets the el

£ followmg cnterla

1 lt mtroduces a hazardous substance mto the envrronment ‘"Hf;; .

a quantlty that is reportable under CERCLA or WQARF




It is not caused by crrcumstances exrstrng before or as of the
k date of this Settlement Agreement and S SR
3. It cduses AWC to incur iosses or damages other than those"
~described in Paragraph 5 or otherwnse provrded for under thls :

k fSettlement Agreement o :

L 13.7 Confldentrallty AWC and its afﬂlrates and subsrdrarres and its and thelr‘ g
o © directors, officers, shareholders employees agents, and representatives

shall keep the terms and conditions of this Settlement Agreement and the

content of the negotiations leading to this. Settlement Agreement strictly

confidential and shall not disclose or offer to disclose them to any other

person or entity, except that the following disclosures shall be allowed: -

“A)  Disclosures of technical information about the replacement water -
- supply, including, without limit, water quality analyses for the
~_replacement water supply (but not the Water Quality Parameters),

~ and the location, design, construction, depth, value, capacity of

- replacement water wells, and other non-cash property and facilities : ,
provided by PCG pursuant to thrs Settlement Agreement as wellas

: costs assocrated therewrth s ,

¥ i B) 'Informatron legally reqmred fo. ‘be drsclosed pursuant to a subpoena S

S e or a formal request or order of the Arizona Corporation Commission,

(e - the ADEQ, a court: of law or other governmental entrty havrng
‘,junsdrctron to request such mformatron ~ : ,

- C) - AWC may drsclose the terms of this Settlement Agreement to the
- extent it is necessary in connection with the issuance of any bonds,
~ securities or other finance transactions, in connectron with any .

. insurance clarm or application for insurance coverage related to the

. replacement water supply, replacement wells or any of the related
equipment supplied to AWC by PCG pursuant to this Settlement @
~ Agreement, or in connectron with any determination of msurancegf ]
‘coverage. If AWC desires to drsclose the terms of this Settlement , '
' Agreement in connection with any other legitimate business
~ purpose, AWC shall notify PCG in advance of such disclosureand
,‘ﬁrequest the consent of PCG, which. such consent shall not be
ey unreasonably withheld. PCG shall promptly respond 10 any such,,
| ‘y]‘request for drsclosure by AWC. AWC will accompany any permitted
. disclosure pursuant to thls subparagraph C) wrth an. assertron of},:. o
s ',;;fjconfrdentlallty Sl e

Before makrng any drsclosure under subsectlon B) above, AWC shall (r) -
provrde each of the PCG members wrth prompt notlce (wntten, if




e
- WA

: e practlcable) and where applrcable, a copy of any subpoena, wntten
T - request or order; {ii) allow and not inhibit any timely efforts by one or more
e ~of the PCG members to legally prevent or limit the requested or ordered
drsclosure and (iii) with respect to any information or document that
“ultimately must be disclosed pursuant to a governmental request, AWC
~shall (a) disclose only the specrfrc information or document portions that ‘
~ must be disclosed and (b) assert and comply with any applicable legal e
procedures for establishing the confrdentral non-public status of the Sl
disclosure. Notwithstanding the foregoing, the PCG shall not require AWC o
~ 'to become directly lnvolved as a party or. to co- lmgate any issue of,' Lowa
; confldentralrty E ~ ~

14. Consrderatlon Wrthout any admission of lrabrlrty or responsrbrllty, and wrth
such liability or responsibility being expressly denied, upon executionand = -
delrvery of this Settlement Agreement PCG shall pay to AWC a sum of
~ Four Hundred Slxty Six Thousand Six Hundred Slxty Six Dollars and Sixty-
Seven Cents ($466,666.67). On each of the first and second anniversaries
of this Settiement Agreement, PCG shall pay to AWC a sum equal to Four
Hundred Sixty-Six Thousand er Hundred Sixty-Six Dollars and Sixty-Seven
- Cents ($466,666.67). The partles agree that the foregoing compensatron
“and the provision by PCG of replacement water, wells, facilities, properties, -
“rights and other consideration and covenants of this Settlement Agreement

U _are in exchange for a release of all losses, damages and liabilities arising-

-« outof AWC' s drsputed clalms some of Wthh are referred to in Paragraph o
L 15 : G [ r

“15. No Admrssron of Llabrhty by PCG. The partles expressly understand and e
acknowledge that this is a settlement and compromise of AWC's disputed
claims, and that the payment and receipt of the‘ aforesaid compensation,
agreements or covenants are not to be construed as any admissionor .

-~ acknowledgment of liability or respo'nsiblllty whatsoever on the partofany =
PCG member, any individual, person, or corporatlon or agent, servant, .
employee, or representative thereof hereln released, by each of whomall ’ e
liability or responsibility is expressly denied. The partles to the Settlement S
Agreement acknowledge that among the claims that AWC has assertedare

~_one or more causes of actlon for its claims for just compensation pursuant
- tothe Fifth and Fourteenth Amendments of the United States Constitution - . '
~ and similar provisions of the Arizona Constitution and other applicable law =~
- for the alleged taking or damagmg of AWC's property and rights in lts] ;flw
Mraml Arrzona water service area for a public purpose by the exercise of |
the power of eminent domain or the threat or nmmrnence thereof or' .
pUrsuant to. the doctrme of lnverse emment domam e , A

,‘ 16 Representatron upon Executron Each party in executmg thls Settlement
‘ Agreement understands and agrees and each PCG member and AWC(;




‘specifically warrant and represent that they have been fully advised and

 represented by legal counsel of their own selection and are fully familiar
- with all of the circumstances surrounding this Settlement Agreement, and,
in executing this Settlement Agreement, each party does so relying wholly :

upon its own judgment and advice of counsel, and that it has not been

influenced whatsoever in executing this Settlement Agreement by any

a3 representation or 'statement whatsoever regarding the matters set forth

17,
o _recitals hereto, contains the entire agreement between the parties hereto.

. The headings to this Settlement Agreement are mserted for convenrence -
only and shall not be used for lnterpretatlon hereof : L

. "18"'“

-~ herein, or any other matter made by any person, rndrvrdual or corporatron, L
. or any agent, employee, or servant thereof, or by any persons representing
- any of them, or attorney by any of them employed. The parties further
- declare that this Settlement Agreement has been carefully read, that the
- contents thereof are fully known and understood, that the same rs sngned
as the free and voluntary act of each party ' : e

Entrre Agreement Headmgs Thrs Settlement Agreement, rncludrng the

Force Majeure Nerther party shall be lrable to the other for farlure to

: perform its obligations hereunder if and to the extent such failure to
~ perform results from reasonably unforeseen causes beyond its reasonable
~ control, all of which causes herein are called "force majeure, " including but
- not limited to strikes; civil disturbances; fires; earthquakes; floods; unusual

climatic condrtlons, acts of God; governmental action _preventing ‘

', performance, or acts of a publrc enemy. Each party shall use its best

efforts to overcome an event of force majeure provided that no such party

is obligated to settle any labor dispute. Financial difficulty on the part of S
“ the party asserting force ma;eure shall not be considered a cause beyond -

a party's reasonable control. The party unable to perform as a result of

19.

 force majeure shall promptly notify the other m wrrtmg at the begrnmng,‘k 7
‘and endlng of each such perrod L e e

Amendments, Mutual Negotratron No change in, addrtron to or waiver of

_any of the provisions of this Settlement Agreement shall be binding 'upon

. either party unless in wntmg srgned by an authorized representatrve of o

~ each party. No presumption shall be deemed to exist in favor or against.

either party hereto as a. result of the preparatlon andlor negotratron of thrs b

Settlement Agreement

. = benefrt of and be brndlng upon the successors and permrtted assrgns of the“_f

Successors and Asslgns Thrs Settlement Agreement shall mure to the"{




X ‘, Severability ln the event that any of the provrsrons, or portrons or

‘applications thereof, of this Settlement’ Agreement are held to be

e unenforceable or invalid by any court of competent jurisdiction, AWC and =
- PCG shall negotiate an equitable adjustment in the provisions of this

Settlement Agreement with a view toward effecting the purpose of this

- Settlement Agreement and the valldrty and enforceability of the remaining

‘provrslons, or portrons or applrcatrons thereof shall not be affected o

. gthereby

23.

24,

‘ lCounterparts Thrs Settlement Agreement may be executed in any number"
of counterparts, all of whrch wrll constitute one agreement R

AWC s Water Rrghts The partres agree that in acceptmg and usrng .

replacement water pursuant to this Settlement Agreement AWC does not

. intend to forfeit or abandon any nghts it may have to surface water |n :
T Bloody Tanks Wash o u R :

: Statutes of errtatlon Except as set forth below PCG and AWC agree to -

“tall the running of any applicable statutes of limitation, and any and all
,'statutes, laws, rules or principles of equity of similar effect (collectively :

- "Statutes of Limitation”), and the tolling will remain in effect until October ’
- 30, 2028 for any and all claims or causes of action existing as of the date
of this Settlement Agreement that ‘would or might be .asserted to arise out. S

~of or in any way connected with or related to contaminants in the Pinal

_  Creek Site. This tolling agreement does not apply to any (i} Statutes of ,’
Limitation that expired prior to the effective date of this Settlement

Agreement, (i) Statutes of Limitation for breach of this Settlement

B ~Agreement, or (iii) matters covered by the release set forth in Paragraph 9 o ni

- of thrs Settlement Agreement

25,

S ‘Notrces Any notrce requrred or permrtted hereunder shall be deemed to
! have been properly given when delivered personally to the party forwhom
it is intended or seventy- -two (72) hours after deposit in the U.S. Mallﬁ., L
;(CEI’tlfled and return receipt requested) of an ongmal or conforming copy -
_or twenty-four (24) hours after entrustment to a professional overnight
courier service, or upon receipt of transmrssron by facsimile, wrth all

: Governmg Law The valldrty, mterpretatron, and enforcement of this s
, Settlement Agreement shall be governed by the. laws of the State of .
- Arizona. : : ~ . e

, "ﬁ;necessary postage or charges fully prepard addressed to the party for“ :

]‘whom it lS mtended as follows

" to PCG




Name
- Title:

. & Ad«dress:y |

e 'kfF'ax:' 8
L Name:
- Title:

T

. Fax:

 Name:
- Title:

“','Add‘ress:' o

’ Fax

. Name:
- Title:

. Fayx:‘ b

Address:

,‘,Addres'st b

Law Department ,
~ Cyprus Miami Mining Corporatron
9100 East Mineral Circle .~~~
~_Englewood, Colorado 80112
- (303) 643- 5181 ' :

: Legal Department

_ BHPCopperlnc. o
7400 North Oracle Road Surte 200 L
Tucson, Arizona 85704

L "(520) 575-5639

'Van Velsor Wolf Jr., Esqurre : L
o lnsprratron Consolidated Copper Company‘ :
c/o Snell & Wilmer :
One Arizona Center -
 Phoenix, Arizona 85004-0001
: (602) 382 6070 e

_ M. James R Lrvrngston
- President ek
~ Arizona Water Company Gy
3805 North Black Canyon Hrghway  "~‘
~ Phoenix, Arizona 85015 '
' (602) 240- 6878 '

- 27. Exhlblts The Exhrbrts whrch are attached hereto and made a part hereof

S are as follows

. Exhibit A
~ Exhibit B:
 Exhibit C:

‘Exhibit D:

 Exhibit E:

- Exhibit G:

Tre In Locatron for Old Domrnron

_Depletion Testing Protocol

Form of Special Warranty Deed / Form of Brll of Sale e

~Map of Alluvial Aquifer Including Pinal Creek Site
Form of Public Statement of Support of Envrronmental

Response Actions

‘Water Quality Parameters Gl
- Map of Pinal Creek Site. S




: ~ first written above

IN WITNESS WHEREOF the partles have executed thns agreement as of the date v

o ‘_AWC':_T -

g :k‘,"@TltIe

e CYPRUS MIAMI MINING CORPORAT!ON

| AMZONAWATERCOMPANY

W] Ferzd 7

- BHP COPPERINC.

o By:
Title:

~ INSPIRATION CONSOLIDATED COPPER COMPANY
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mgntgﬁc 1?3 ’98 1z SEPM SRLMONHLELIIS&NELDON saa sm Sove. R

N WITNESS WHERECF, the pan’les have axecuted this agreement as of the date o
o flrst written above : e, RN o

e ARIZONA WATEH coMPANY

- Tite:

PCG:

BHPCOPPERING.

:,,,

*_f'rme vice FZES'Iﬂ_g )

- f‘cvpaus Muuvn MINING CORPORATlON




JUL 19 '98 12:07PM CYPRUS LAM DEPART. 6029294420

k-Tltﬂe' N

IN WITNESS WHEREOF the pamas have executed th:s agreement as of the date , -
first wntten above. o | i

 awe:

f“ARlZONA WATER COMPANY

B‘yr‘y o
: T»the

| PCG:’

~ BHP COPPER INC.

: Titl!e

' cvpnus MIAMI MlNING CORPORAT!ON

R e )

IN iPIRATION CONSOLIDATED COPPER COMPANY L




No Trnnsmhswn 'lnformntwn Available tor 'UOLFV’

T 1w vse s1izen OPRIS LA DEPRRT 602254428

o awe
‘i ARlZONA WATER commw

k‘rme

WY M H_

S&NELDON 622 'ed1 98?

' JoRKSRVE pnn:.d AD)GSASFAFASS“ on Jul 10 Q1:56PK 1998 * Pg 313 Ll
; : p 3@ L

N WITNESS WHEREOF the nartlas have exammd thls agreement as of‘xhe data B ‘
"ﬁratwmenabove . , i et

'Pcs. i
7 '_BHP COPPER mc- Gt

- ;,’cvmus mmm MINING coapq;umoN e L

o “BY' ot
k';;TIﬂB‘

o INSPIRATIDN consoummso corpsn CDMPANY
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~ Tie In Location for Old Dominion
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: EXHIBITB o
: Depletion Testing P;otOcoI -

See attached:




Deplenon Testmg Protocol

_ Comphance W1th the aggregate capacrty requu'ernents set forth in Paragraph 3 of the 7"~
- Settlement Agreement will be determined by well capacity testmg in the fourth quarter of each
_year. The capacity of any replacement well shall be deemed to have the capacity as determined

- by well capacity testing as defined below. Additional replacement well capacity will be deemed

~ to be requrred if after any period of well capacity testing, the aggregate well capacrty of the
replacement wells falls below the above schedule by 100 gpm or more.

The aggregate replacement well capacrty w111 be determmed as follows

; A. Durmg the fourth quarter of every calendar year startmg in the year 1999 AWC
will conduct well capacrty tests of the replacement wells provrded by PCG STt :

B. AWC will purnp each well dunng the fourth quarter of each calendar year for four o
g consecutrve days and for twenty hours per day. AWC will use its best efforts to pump each
replacement well at its maximum test capacity pumping level as determined by the followmg g e
' paragraph. If necessary, AWC will install an in-line booster pump to increase replacement well . =
output capacity sufficient to achieve the maximum test capacity pumping level. Likewise, if the =
- replacement well pump Gapacity could cause pumpmg levels to exceed the maxunum test -
~capacity pumpmg level, the dxscharge rate will be throttled to limit the maximum pumping level. =
. AWC will use its best efforts to achieve pumping rates that will demonstrate maximum well =~
- pumping capacity, limited to the maximum test pumping level. The capacity of each replacement e
 well will be calculated by expressing the accumulative water pumped over the four day test
divided by the total minutes pumped. Such results will be expressed in gpm. The aggregate
~ replacement well capacity wrll be expressed as the anthmenc sum of all actwe replacement wells =
 test capacity. i ~ Ty . e

! S Cc.oAl replacement wells provrded to AWC by PCG wrll be eqmpped and rnatntamecl ‘-
. for the purpose of conducttng the four—day well capacrty test such that: , :

. N For Replacernent Wells dnlled toa total depth between 600 feet and 1500 foet: SL)

- ’The pumpmg equrpment wrll be place at a depth detenmned by the followrng”:' L -
‘,equatlonk e S SR

. Pump Depth (50 Feet) + (0 833 Tlmes Total Dnlled Well Depth)

o The maximum purnpmg level allowed dunng the four—day well capacrty test wﬂl ~
';;’be deterrmned by the followmg equatlon ‘ : T G

e Maxlrnum Pumpmg Level = (200 Feet) + (O 5 Tnnes Total Dnlled Well Depth)

For Repla : ement Wells dnlled to a depth between 1500 feet and 2000 feet



‘The pumpmg equlpment wﬂl be place at a depth determmed by the followmgﬁ'k::ff -
'equatron o ' | : e ~

¥ 'ytPump Depth (700 Feet) + (O 4 Tlmes Total Dnlled Well Depth)

_ The maximum pumpmg level allowed dunng the four-day well capacrty test wﬂls L
G0 be determined by the followmg equatxon ‘ - e Dl

. Maxrrnurn Pumprng Level (800 Feet) + (0 1 Tunes Total Dnlled Well Depth) |

S )

o The attachment on the followrng page 1llustrates by tabular form and through graphrcal o
representatton the pumptng equtpment placement and maxrmum test purnprng level e

', D.  The above provrsrons wrll serve -as the standards for replacement well capaclty S %
determinations unless a mutually agreed upon method is developed for crrcurnstances of :
- mdlvrdual well performance and aqulfer characterrstrcs y =

O&M Standards ke
A AWC will maintain the replacement wells by brushlng, batllng, swabblng and acid treatmgﬂ .
‘ each well at a rmmmurn frequency of once every seven years Sl L T

, B. In an effort not to overpump the replacement wells AWC mll lumt the use of e
i replacement wells to 18 hours per day on an annual average basis. It is understood that pumpmg ey
‘ ﬁ"of replacement wells by AWC may exceed 18 hours per day dunng peak months - .

VC. ~ The above 0&M Standards wrll serve as the baseline well operatlon and matntenance pl
standards for all replacement wells unless-a rnutually agreed upon altemattve standard is :

developed on an 1ndmdual well basrs




~ ARIZONA WATER COMPANY
WELL DEPLETION TESTING PROTOCOL .

MIAMI
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- 2000

" DURING TEST
(FEET) (FEET) (FEET)

600__ 550 500
700 —_ 633 550
800_ 716 600
900 —800 650
1000 883 700
1100 566 750
1200 1050 —800
1300 1133 850
1400 —_ 1216 900
1500 | 1300 950
1600 1340 960

700 1380 970 _
1800 1420 980
~1900 1460 990

, 1500 1000
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o ( Grantee ) and [INSERT NAME AND ADDRESS] ("Grantor')

~estate, right, title, interest, claim and demand whatsoever, of the said Grantor, whether

in equrty, of m and the Property

","TO HAVE AND TO HOLD the Property wrth the heredrtaments and

: " with the said Grantee's heirs, successors and assigns that it is lawfully seized in
~ fee of the aforesaid property; that it has good right to sell and convey the same ‘
- to Grantee as aforesaid; and that it will specially warrant the trtle to the Property :

- through its duly authonzed offrcers effectrve the date frrst above wntten

HE T

EXHIBIT cC.. ;
Form of Spec:al Warranty Deed

~ When recorded, mail to:" ;

k lnforma'tion Thrs Spa'eeReserved EorRect)rdino L =
SPECIAL WARRANTY DEED
| ,'THIS SPECIAL WARRANTY DEED made effectrve the day of . |

_., 1998, is by and between ARIZONA WATER COMPANY, an Arizona corporatron S
e wrth an address of 3805 North Black Canyon Highway, Phoenrx Anzona 85015 "

: WlTNESSETH THAT, Grantor, for and in consrderatton of the sum of Ten and ol 001 e
- Doliars ($10.00) and other good and valuable consideration to the said Grantor, in
~ +hand paid by the said Grantee, the receipt of-which is. hereby acknowledged, has
- granted, bargained, sold and conveyed and by these presents does grant, bargain, =
sell and convey unto the said Grantee, its successors and assigns forever, allthe

in law or in equity, in those certain properties situated in Gila County, State of Arizona,

. more particularly described in Exhibit "A" attached hereto and made a part hereof (the o
Property") free and clear of all encumbrances that render the Property unuseable for

-~ the mtended purpose and liens other than hens for taxes due but not yet payable

: ,TOGETHER with all and smgular heredltaments and appurtenances thereunto .

~ belonging, or in anywise appertaining, and the reversion and reversions, Sk
i ~ remainder and remainders, rents, issues and proflts thereof; and all estate, right,

= ‘trtle, interest, clarm and demand. whatsoever, of the sard Grantor both in Iaw and “

G "appurtenances, unto said Grantee, its heirs, successors and assrgns, forever, and
" the said Grantor for its successors and assigns does covenant and agree to and

o hereby conveyed agamst all acts of Grantor and no others

‘ IN WITNESS WHEREOF Grantor has executed thrs Specral Warranty Deed by and




“TGRANTOR

“,[NAME OF GRANTOR], _
a__ S corporatlon

j“:yTltle :




COUNTYOF;;_;;)

:; [NAME OF GRANTOR] a__ - corporatlon .

CORPORATE ACKNOWLEDGMENT ARIZONA

| ;STATE OF ARIZONA )
‘ )ss:

f;The foregomg mstrument was acknowledged before me thls day of
,1998, by . s known to me to be the

A

Notary Pubhc ;
Address :

My C,ommiss_i,oh expires: .




“ g_and made a part hereof

o _Buyer, and Buyer's successors and assrgns. forever, free and clear of all llens and

" OR FITNESS FOR A PARTICULAR PURPOSE OR USE, AND/OR WITHOUT ANY

~IN FACT." Notwithstanding the foregorng, Seller warrants that the Property is in

Form of Brll of Sale

BILL E ALE

~ THIS BILL OF SALE made and dellvered this 'day Of el
19 ,by A el corporatron e
( Seller ) and Anzona Water Company, an Anzona corporatron ( Buyer ) ‘

, WITNESSETH L

For good and valuable consrderatlon recelpt of whlch is hereby acknowledged e
Seller does hereby assign, sell, transfer, grant, and convey, without warranty or
representatlon of any kind whatsoever to Buyer, and Buyer's successors and
assigns, except as set forth below, Seller's interest in that certain personal
property ("Property™) more partrcularly descnbed in Exhrblt "AT attached hereto L

TO HAVE AND TO HOLD the Property hereby transferred and conveyed unto”_

i other encumbrances. o
- -By executlon hereof Buyer accepts the Property “WHERE IS AND IN AN AS IS
- CONDITION, WITH ALL FAULTS, WITHOUT WARRANTY OF MERCHANTABILITY

OTHER TYPE OF WARRANTY WHETHER EXPRESSED OR IMPLIED BY LAW OR
. good operating condition upon execution hereof, it being understood that Seller _ -

- makes no warranty or representatlon concernrng the good operatmg condltron'g
"*after executlon hereof : : : : : 4 , T

Seller warrants that |t has title to and the rrght to convey the Property

_; lN WlTNESS WHEREOF Seller has caused thrs Bl" of Sale to be executed on theyf'
e _day and year flrst above. wntten : S £

. sELL,E.Rf ’

Lo By:
- Title:




. : EXHIBIT D . :
Map of Alluvnal Aquer lncludlng the Pmal Creek Slte

,e 'Nevnle, Chns & J G. Brown 1994 Hydrogeology and Hydrologlc Systems of'
Pinal Creek Basin of Gila County, Arizona, U S G. S Water-Resources' <
- Investigations Report 9‘3 4212.  ~ e , b ‘ g




 EXHIBITE |

Form of Pubhc Statement of Support of Envrronmental Response Actlons

[LETTERHEAD OF PRESIDENT ARIZONA WATER COMPANY]

Anzona Water Company and the Pmal Creek Group have worked together tof'”

. _ensure an adequate future drrnkmg water supply within the Arizona Water |

' Company s Miami serwce area. ‘Drinking water supply issues have been resolved

 ina cooperatlve and mutually beneficial manner, and Arizona Water Company,‘j_ o

~ fully supports the Pinal Creek Group Consent Decree and the Pinal Creek Group s i

remednatron efforts and objectuves wnthrn the Prnal Creek Srte




 Water

 EXHIBIT

Quality Parameters

CONTAMINANT
NAME

| mcL

PRIMARY .

“(mg/L)

SECONDARY
~ MCL (mg/L)

 PCG

| HBGL

- STANDARDS

NEGOTIATED

‘I ANTIMONY

+0.006 -

(rgg/L)

_tmgm) |}

ARSENIC

-0.05

BARIUM

2.0

BERYLLIUM

0.004 |

BORON

CADMIUM

0.005

1 0.600

- jcCHROMIUM

- 0.1

lcopPER

13

CYANIDE

0.2

LEAD

| FLUORIDE |

4.0

0015 ]|

MERCURY

0.002

~ INITRATES

10.0

~ INITRITE

1.0

NITRATE

NITRATES/ | 100

fsibver

- 0.05

- ISTRONTIUM

17.0 |

SULFATE

| replaced by any i;
| future Primary |

500 (tobe |

o McL

. ITHALLILM

10.002

TN

URANIUM

200

IseLenium




| cONTAMINANT
NAME

PRIMARY

~ MCL

SECONDARY
~ MCL (mg/L) |

PCG

 HBGL

- NEGOTIATED e
'STANDARDS |

ITDS

___(mg/lL)

~ {mg/L)

NICKEL

0.1

pH

651085 |

ODOR

3 Threshhold

I MANGANESE

.  #s

] 1.600 |

COBALT

|| MOLYBDENUM

- 0.875

| ooa0 |

~{ VANADIUM

0.250 |

 liRoN

(mg/L) :
800 |




 EXHBITG
~ Map of Pinal Creek Site
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CHEM,
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UCSON,  ARIZONA 55765-

. OUTLINE OF
. WQARF SITE . N

ALLUVIAL AQUIFER™
4O WELL

'REMF;D(AL Puquc" wew ‘

f,(sza) £23-6981 (520) H2s 5084 FAX

. ,\\\¥—sms am;wos ™ PINAL mtzx co~n.us~cs mm SALT R/»ER
INSPIRATION DAM . 4 ' X

- PERENNIAL ‘FLOW .
(IN_APRIL 1997

/'

: WQARF SJTE BOUNDARY

T PROPERTY owueasr-up aou&bmf
. ‘ SCALE APPROXIMATE
BOUNDARIES OF PINAL CREEK WQARF SITE * -

*Boundornes may be oltered pursuont to Section’ 30 ( modnf;cahons) to
~ reflect new unformohon concernmg the oreo! extent of contomunohon
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