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TO: Docket Control

FROM1 Steve Oleo
Director _/' .v
Utilities Division
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DATE : January 5, 2010

RE: STAFF REPORT FOR CERBAT WATER COMPANY'S APPLICATION FOR
AN EMERGENCY RATE INCREASE (DOCKET NO. W-02391A_09-0516)

Attached is the Staff Report for Cerbat Water Company's ("Cerbat" or "Company")
application for an emergency rate increase. Staff recommends denial of the Company's request
for an emergency rate increase.

Any party who wishes may file comments to the Staff Report with the Commission's
Docket Control by 4:00 p.m. on or before January 15, 2010.
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Originator: Alexander Tbhade Iggie, CPA
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EXECUTIVE SUMMARY
CERBAT WATER COMPANY, LLC

APPLICATION FOR AN EMERGENCY RATE INCREASE
DOCKET NO. W-02391A-09-0516

On November 9, 2009, Cerbat Water Company ("Cerbat" or "Company") filed an
application with the Arizona Corporation Commission ("Commission") for approval of an
emergency rate increase. The Company ".,,experienced a major mechanical failure in the water
system on October 26, 2009 resulting in repair cost that the company cannot absorb and a Stage
4 water curtailment." On November 24, 2009, the Company revised its application to exclude
certain capital costs relating to the construction of a new back-up well.

Cerbat is certificated to provide water service in an area located northwest of the City of
Kinsman, Mohave County, Arizona. The Company currently serves approximately 258
customers under rates and charges that were approved in Decision No. 64886, dated June 5,
2002. Cerbat is a wholly owned subsidiary of the Claude K. Neal Family Trust ("Trust"). Also,
the Company is managed by the Trust under a Management Agreement ("MA"),

Staff recommends that the Commission deny the Company's request for an emergency
rate increase.

Staff further recommends that the Company file for a permanent rate increase, using a
test year ended December 31, 2009, no later than April 30, 2010.

Staff further recommends that Cerbat file with Docket Control, as a compliance item in
this docket, a letter from ADEQ affirming that the Company is in compliance with ADEQ water
quality requirements, no later than April 30, 2010.

Staff further recommends that the Company 51e with Docket Control, as a compliance
item in this docket, documentation from ADWR affirming that it is in compliance with ADWR,
no later than April 30, 2010.

Staff further recommends that the Company maintain a separate account for all
transactions under its name, and make payment for such transactions through its bank account.

Staff further recommends that the Trust bill Cerbat for management services based on
documented customer count at the end of each month. Also, that payment for management fees
should be effected through Cerbat's bank account on a monthly basis.

Staff further recommends that the Trust bill Cerbat for purchased water based on monthly
metered quantity as provided for in the WSA. Also, that payment for purchased water under the
WSA should be effected through Cerbat's bank account on a monthly basis.

Finally, in the event that the Company is not in full compliance with Staffs
recommendations by April 30, 2010, Staff may initiate an Order to Show Cause.
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INTRODUCTION

On November 9,  2009,  Cerbat  Water  Company ("Cerbat" or  "Company") t iled an
application with the Arizona Corporation Commission ("Commission") for  approval of an
emergency rate increase. The Company "...experienced a major mechanical failure in the water
system on October 26, 2009 resulting in repair cost that the company cannot absorb and a stage 4
water curtailment." On November 24, 2009, the Company revised its application to exclude
certain capital costs relating to the construction of a new back-up well.

Cerbat is certificated to provide water service in an area located northwest of the City of
Kinsman,  Mohave County,  Ar izona. The Company current ly serves approximately 258
customers under rates and charges that were approved in Decision No. 64886, dated June 5,
2002.'

OWNERSHIP AND OPERATING STRUCTURE

Cerbat is managed by the Claude K. Neal Family Trust ("Trust") under a Management
Agreement ("MA"). Also, the Company is a wholly owned subsidiary of the Trust. Mr. B. Marc
Neal,  the Sole Trustee of the Trust,  executed both the MA and a Water  Supply Agreement
("WSA") on behalf of Cerbat and the Trust. The MA requires the Trust to administer the day-to-
day operation of the Company for a monthly fee of $8.50 per connection. The Trust has similar
ownership, management and water supply agreements with Truxton Canyon Water Company, a
certificated water company in the Kinsman area.

THE EMERGENCY

Cerbat seeks Commission approval of emergency rate relief due to a mechanical failure
of the diesel engine at its only source of water supply, a well ("Trust Well") owned and operated
by the Trust.  In lieu of a commercial electric connection, the Trust utilized the failed diesel
engine for  pumping water  from the Trust  Well. Prior  to this mechanical failure,  Cerbat
purchased almost all water produced at the Trust Well under the WSA. The WSA requires the
Trust to produce and supply water to the Company at the rate of $0.65 per 1,000-gallons, As a
result of the mechanical failure, the Trust could no longer fulfill its contractual obligation of
supplying water to the Company. Consequently, Cerbat was compelled to institute a Stage 4
Curtailment within its certificated area and to seek alternate sources of water supply to its
customers. During the initial stage of this emergency, the Company purchased water from the
City of Kinsman ("City") under a Water Service Agreement ("City Agreement"). However, the
Company could not continue to purchase water from the City, because of its inability to timely
fulfill payment obligations and certain limitations imposed on the number of times the Company
could purchase water under the City Agreement. As an interim measure, water is being pumped

1 On December 29, 2006, the Company filed an application for a permanent rate increase, in Docket No. W-
0239lA-06-0808. This docket was administratively closed (Decision No, 69752 dated on August 9, 2009) due to
the Company's inability to meet the sufficiency requirements for a rate application,
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from the Trust Well with leased equipment consisting of a  star ter ,  an electr ic motor  and a
portable generator.

The Trust Well & Wafer Supply Agreement

As previously stated, the Trust Well is owned and operated by Trust for the purpose of
producing and supplying water at wholesale to Cerbat, and for the Trust to "...take bulk water
deliveries at any standpipe adjacent to the deliver points under this agreement." The WSA states
as follow:

" ...Family Trust has certain water rights and owns and operates
water production, collection, transmission and certain facilities in
portions of A/Iohave County, Arizona... "

.,.FamiZy Trust wt/llirnish and deliver portable water ro Cerbat
far the requirements Qr Cerbat '5 customers located within
Cerbat 's service area as hereinafter defined "

Fur ther ,  the Agreement  requires the Trust  to supply Cerbat  with water  tha t  meets
regulatory standards as prescribed by the Arizona Department of Health and other appropriate
regulatory agencies. And that:

"The water quality compliance beyond the point of delivery by
Family Trust shall be the responsibility 0f Cerbar_ "

The WSA does not explicitly assign any responsibility to Cerbat for the production and
distribution of water from the Trust Well, prior to the designated delivery points. Further, there
is no indication in the WSA that Cerbat has any obligation to operate and maintain the Trust
Well.

Based on the above findings,  Staff concludes the Cerbat  has no responsibility for
maintaining the Trust Well or any appurtenances relating to its operations. Staff Ends that
failure of the diesel engine impaired the Trust's ability to fulfill its contractual obligation to
supply water to Cerbat under the subsisting WSA. While Staff agrees with Cerbat that failure of
the diesel engine created an emergency, Staff does not find that the WSA requires Cerbat and its
ratepayers to incur the cost of maintaining the Trust Well.

Water Service Agreement with the Ci,ry ofKingman

Cerbat signed a back-up Water Service Agreement with the City of Kinsman, previously
referred to as City Agreement. The City Agreement became effective February 20, 2009, for a
period of a year, renewal for up to five years. By this agreement, the City agrees to provide a
wholesale water supply to Cerbat no more than two (2) times a year and for a period of no longer



DATE USAGE
(GALLONS)

AMOUNT DAYS

I 1/12/2009 358,900 $1,000.56 9

11/03/2009 647,800 $1,745.53 5

10/22/2009 $25.07 6

10/07/2009 81,800 $257.45 6

06729/2009 2,430,400 $6,478.77 17
06/09/2009 3,922,100 $10,465.95 32
05/08/2009 1,755,700 $4,754.24 30
04/08/2009 3,178,700 $8,505.98 30
03/09/2009 997,800 $2,701.72 17
07/09/2008 1,773,600 $4,664.57 30
06/09/2008 l ,472,200 $3,871.89 25
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than seventy-five (75) consecutive days. The agreement required Cerbat to make a deposit in an
amount of two and one-half times its monthly purchase or $5,000, whichever is greater.

The Company requested Commission approval to recover City invoices totaling $37,200
in its initial  application. Staff" s review of the invoices indicate that they relate to past due
obligations for water purchased prior to the emergency period. It appears the Company has
withdrawn this request in its revised fil ing. Also, the Company has brought its account current
with the City.

As to the Company's claim that it purchased water from the City during the initial phase
of the emergency, Staff finds no evidence to support such assertion. Based on the water supply
data provided by the City, Staff found that the Company purchased approximately 1,000,000
gal lons in October and November 2009, for a total  of $3,028.61. Also, Staff found that the
Company purchased more water from the City prior to the reported emergency. The Company's
water purchases from June 2008 through November 2009, are depicted in the table below.

PURCHASED WATER FROM CITY 1

The Company seeks Commission approval of $l9,000'for security deposit with the City.
However, the City has indicated that Cerbat will be required to make a deposit of $28,750, based
on the provisions of the City Agreement. Accordingly to the City, its policy on security deposit
is consistently applied to all customers and cannot be waived for Cerbat, Furthermore, the City
will require Cerbat to enter into a new agreement, which would become effective subject to the
City Counci l 's  approval . As to the Company's request for recovery of $19,000 through this
emergency proceeding, Staff finds that consideration of such a proposal is premature since the
Company no longer has a subsisting agreement with the City.

Leased Equipments & Repair Costs

As part of its revised emergency rate increase, the Company seeks Commission approval
of $116,488 for repairs, equipment leases, instal lation of new equipments, and security bond.
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The Company's requested amount includes $3,600 for procuring a security bond for commercial
electric connection of the Trust Well to UNS Electric, Inc's distribution line. The remainder
includes $50,760 for leasing a starter, an electric motor, a generator and related fuel cost, $4,083
for repairs of diesel engine, and $58,045 for installing a new booster pump and electric motor.
All of these cost estimates are for repairing and installing new equipments at the Trust .Well.

Staffs analysis indicates that the Company's estimated costs for repairing and installing
new equipment at the Trust Well are necessary for ensuring stable supply of water to Cerbat's
customers. As previously discussed under "The Trust Well & Water Supply Agreement", Staff
does not rind any evidence in the WSA requiring Cerbat to repair and maintain the Trust Well.
Staff finds that it is incumbent on the Trust to make necessary repairs to the Trust Well to enable
it  to fulfill its obligation under the WSA. Based on these factors, Staff recommends against
Commission approval of any maintenance or capital costs relating to operating the Trust Well.
Staff' s conclusion is further corroborated by the fact that all contractors' quotes or invoices
related to these transactions are addressed to the Trust,

ARIZONA CORPORATION COMMISSION COMPLIANCE

A review by the Commission Compliance Section indicates that the Company has no
pending compliance issues on its database.

As of December 19, 2009, Cerbat is not in good standing with the Corporations Division
of the Commission for failure to file its Annual Report.

CONSUMER SERVICES

A review of the Consumer Services Section database from January 1, 2006 to December
29, 2009, reveals that the Company had 27 complaints and 8 opinions in 2009, 1 complaint in
2008,  zero complaints in 2007 and 1 complaint  in 2006. Stat? notes that  23 of the 2009
complaints  rela te to service outages or  inter ruptions,  while 7 of the opinions are against
approving the Company's requested emergency rate increase.

PUBLIC NOTICES

On December  16,  2009,  Cerbat  published a  Notice of its  requested emergency rate
application and the related Hearing in The Standard, a newspaper of general circulation in
Kinsman. The Affidavit of Publication was docketed with the Commission on December 24,
2009. Also, the Company reports that it has mailed the published Notice to each customer of
record. These publications are consistent with the Procedural Order in this proceeding.

ENGINEERING ANALYSIS

Staffs engineering analysis and recommendations are fully discussed in the Engineering
Report, attached herewith as Attachment A.
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FINANCIAL ANALYSIS

Ordinarily, Staff would have reviewed the Company's financial position relative to its
claim that it does not have the cash flow to absorb the costs of its reported emergency. If the
Company's claim of inadequate cash How was substantiated, Staff would have recommended
Commission approval of an amount necessary to cover such costs, through an interim emergency
rate increase. Because Staff has determined that the Company's reported emergency relates to
the Trust Well and that Cerbat has no responsibility for operating and maintaining it,  Staff
recommends no emergency rate increase in this proceeding.

OTHER MATTERS

Accounting Issues

As a  par t  of this  proceeding,  Staff per formed a  cursory review of the Company's
accounting system and the related records. Staff found that the Company maintains a bank
account and an accounting record that appears separate from the Trust's operations. However,
Staff observed that most of Cerbat 's revenues are transferred to the Tnlst 's account. The
Company expla ins  tha t  because the T rus t  has  r esponsibili ty for  i t s  management ,  funds
transferred to the Trust are utilized for paying the Company's expenses. Also, Staff noted that
the Trust did not issue a monthly bill to Cerbat for  management fees and purchased water .
Again, the Company asserted that the balance of money transferred from Cerbat's account covers
such costs. Further, Staff noted that certain services contracted for the benefit of the Company
are established in the name of the Trust.  Based on these observations,  dire appears to be a
significant commingling of the Company's financial transactions with the Trust. As a result,
Staff cannot substantiate the Company's assertion that it has been incurring losses over the years.
Staff finds that a  comprehensive analysis of the Company's financial posit ion will be best
accomplished in a permanent rate proceeding. Based on these findings, Staff recommends the
following:

That the Company file for  a  permanent rate increase using a test  year  ended
December 31, 2009, no later than April 30, 2010.

That the Company maintain a separate account for all transactions under its name,
and make payment for such transactions through its bank account.

Tha t  the T rust  b ill  Cerba t  for  management  services  based on documented
customer count at the end of each month. Also, that payment for management
fees should be effected through Cerbat's bank account on a rnondily basis.

2.

3.

4.

1.

That the Trust bill Cerbat for purchased water based on monthly metered quantity
as provided for in the WSA. Also, that payment for purchased water under the
WSA should be effected through Cerbat's bank account on a monthly basis.
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Sources of Water Supply

Staff observed that the Company has a source of water supply that is not under its direct control.
Staff finds that it may be appropriate for the Trust to transfer ownership and operations of the
Trust Well to Cerbat.

CONCLUSIONS

Staff concludes that Cerbat experienced an emergency due to failure of the diesel pump at
the Trust  Well. However ,  S ta ff  f inds  no evidence tha t  die Company is  responsible for
maintaining the Trust Well. Accordingly, Staff recommends denial of the Company's request to
recover  the costs of repair ing and installing new equipments at  the Trust  Well through an
emergency rate increase.

Further, Staff finds that the Company purchased a limited quantity of water from the City
during the emergency period. Also, Staff finds that the Company's request for security deposit
with the City is not appropriate at  this t ime,  because the related City Agreement has been
armulled.

Further,  Staffs investigations indicate that Cerbat is not in compliance with ADEQ,
ADWR and the Corporations Division of the Commission.

Finally, Staff concludes that the Company commingles its financial transactions with the
Trust.

RECOMMENDAT IONS

Staff recommends that the Commission deny the Company's request for an emergency
rate increase.

Staff further recommends that the Company file for a permanent rate increase using a test
year ended December 31, 2009, no later than April 30, 2010.

Staff further recommends that Cerbat file with Docket Control, as a compliance item in
this docket, a letter from ADEQ affirming that the Company is in compliance with ADEQ water
quality requirements, no later than April 30, 2010.

Staff further recommends that the Company file with Docket Control, as a compliance
item in this docket, documentation from ADWR affirming that it is in compliance with ADWR,
no later than April 30, 2010.

S ta ff  fur ther  r ecommends  tha t  the Company mainta in a  sepa ra te account  for  a ll
transactions under its name, and make payment for such transactions through its bank account.
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Staff thither recommends that the Trust bill Cerbat for management services based on
documented customer count at the end of each month. Also, that payment for management fees
should be effected through Cerbat's bank account on a monthly basis.

Staff further recommends that the Trust bill Cerbat for purchased water based on monthly
metered quantity as provided for in the WSA. Also, that payment for purchased water under the
WSA should be effected through Cerbat's bank account on a monthly basis.

F ina l ly ,  in  t he event  t ha t  t he C omp a ny i s  not  in  fu l l  comp l ia nce wi t h  S t a f f ' s
recommendations by April 30, 2010, Staff may initiate an Order to Show Cause.



Attachment A

MEMORANDUM

DATE December 3, 2009

Alexander Iggie
Executive Consultant III

FROM: Dorothy Hairs, P. E.
Utilities Engineer

1,4.8

IN THE MATTER OF THE APPLICATION OF CERBAT WATER COMPANY, INC.
FOR EMERGENCY RATE RELIEF (Docket No. W-02391A-09-0516)

Background

Cerbat Water Company ("Cerbat" or "Comma;ny") is located northwest of the City of Kinsman in
Mohave County. The Company's service area contains approximately three square miles in
portions of Section 1, Section 12 and Section of 13 of Township 22 South and Range 17 East.
As of December 2008, the Company was serving 256 metered connections.l

On November 2, 2009, Cerbat filed an Emergency Rate Application with the Arizona
Corporation Commission ("ACC" or "Commission"). The Company indicated in its application
that its request for an emergency surcharge was necessary because on October 26, 2009, the
Company experienced a major failure in the water system and a Stage 4 water curtailrnent.2 The
Company stated that the emergency funds were needed to "cover the costs of repairing the failed
pump motor which supplies water to all of Cerbat's customers" and to "implement the
emergency backup plan with the City of Kinsman, and installing a backup pump to prevent this
Stage 4 scenario from repeating itself'. The backup plan for Cerbat was to temporarily purchase
water from the City of Kinsman while repairs were made.

On October 29, 2009, ACC Staff members Al Amezcua and Dorothy Hairs inspected the
Company's water system and Arizona Department of Water Resources ("ADWR") Well No.55-
6249963 in the accompaniment of Arizona Department of Environmental Quality ("ADEQ")
Field Inspector, Andy Wilson and Company Representatives.

System Analysis

The Company water system consists of a 22,000 gallon storage tank, a 500,000 gallon storage
tank, a booster pump station and distribution system. The Company does not own the source of

TO'

RE:

; The Company also provides stand-pipe service.
_ The Company's has an approved curtailment tariff that became effective on June 1, 2002 per Commission
Decision No. 64886.
3 This is the well served by the failed pump motor which supplies water to all of Cerbat's customers.
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its water which is Well No. 55-624996 ("Well"). Instead the Company purchases the water
produced by this Well from the Claude K. Neal Family Trust ("Trust"), which Staff understands
owns the Well and is responsible for its maintenance and repair. Cerbat relies on the Well as its
sole source of water. Water from the Well is piped to the 22,000 gallon storage tank then after
being pressurized via a booster pump it is piped to the 500,000 gallon storage tank. Water is
delivered to customers from the 500,000 gallon storage tank via gravity flow. A permanent
interconnection exists between the City of Kinsman water system and the Cerbat water system.
This interconnection consists of a two-inch pipeline and a meter located at the Well. T'his
interconnection is used during emergencies to deliver water to Cerbat.4

According to ADWR well registration records, Well No. 55-624996 was drilled in 1977 to a
depth of 1,000 feet and is equipped with a 16-inch casing. Records indicate the well is capable
of producing water at a rate of 6,000 gallons per minutes ("GPlVl"). A diesel engine was used to
run the well pump, According to the Company, the subject water curtailment and outage
occurred when the diesel engine failed. When the diesel engine failed, the Trust could not
deliver water to the 22,000 gallon storage tank. Initially the City of Kinsman refused to deliver
water through the interconnection because the Trust was delinquent in paying its bill for water
previously delivered. Since the Trust provides the sole source of water to the Company the
Company, was faced with an emergency condition.

At the time the diesel engine failed commercial power had not been extended to the well site.
On December 3, 2009, the Trust informed Staff that commercial power is being installed at the
Well site as well as an electric pump motor. Final inspection of the electrical facility extension is
underway. Staff understands that repairs to the diesel engine are still not complete. Meanwhile,
the Trust rented an electric pump to produce water for the Company.

ADEQ Compliance

Staff received a memorandum from ADEQ dated November 20, 2009, in which ADEQ stated
that major water system operation and maintenance deficiencies exist. ADEQ has determined
the water system is not in compliance with ADEQ requirements and ADEQ can not determine if
this system is delivering water that meets water quality standards required by Arizona
Administrative Code, Title 18, Chapter 4.

ADWR Compliance

The Company is not located in any ADWR Active Management Area ("AMA"). Staff received
a memorandum dated November 18, 2009, from ADWR stating that ADWR has determined that
Cerbat failed to tile its System Water Plan and is currently not in compliance with departmental
requirements governing water providers and/or community water systems .

4 The physical cormecdon with the City of Kinsman water system occurs at the Well.
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ACC Compliance

A check of the ACC Compliance Sect ion Database indica tes  tha t  there a re cur rent ly no
delinquent compliance items for Cerbat.

Summary

Conclusions

ADEQ stated that it has determined the water system is not in compliance with ADEQ
requirements and ADEQ can not determine if this system is delivering water that meets
water quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

A check of the ACC Compliance Section Database indicates that there are currently no
delinquencies for Cerbat.

ADWR has determined that Cerbat is culTently not in compliance with departmental
requirements governing water providers and/or community water systems.

4.

3.

2.

1.

The Trust acts as the sole source of water to Cerbat. Staff concludes that Cerbat faced an
emergency when the Well pump failed and the Trust failed to deliver water to Cerbat.
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AFFIDAVIT OF PUBLICATION

MOHAVE COUNTY NEWSPAPERS
T H E  S T A N D A R D

221 E. Beale St. Hangman, AZ 86401
Phone: (928) 753-1143 Fax: (928) 753-1312

STATE OF ARIZONA
COUNTY OF MOHAVE

I, Billie Jo Perkins, am authorized by the publisher as agent to
make this affidavit of publication. Under oath, I state that the following is
true and correct.

The Standard s a newspaper which is published weekly, s of
general circulation, and is in oompiiance with Arizona Revised Statutes
10-140.34 & 39-20t.A & B.

The notice will be/has been published
newspaper LIsted above.

/ ' consecutive times in the

DATES OF PUBLICATiON :
1) I 2 / / 4 » / 4  9

2)
3)
4)

OR @:NAL 4

TYPE oF DOCUMENT: I / t :  / /<<» 04 4 4 / / # 4
Example: Merger between parties; name change from/to, foreign authority with a fictitious name,
articles of incorporation; application for authority; articles of organization, amendment; etc.

NAME/ ACTlON(FILE #):

(AuTmoFiIzED ATU

( J
Jo Perkin

SUBSCRIBED AND SWORN TO BEFORE ME ON THE

I41%DAY OF K J , 20 9 9
OFF'GlAL SEAL
PamelaS Warmer
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PUBLIC NOTICE DF THE HEAnlNG On
CEFIBAT WATER COMPANY_ lnc~s
REQUEST FOR AN EMERGENCY
WATER RATE INclqEA,3E,¢sulq(_;HAFqGE
DOCKET NO W-023Q1A~09-0518 Cerbat
water Company. Inc., ('Gompany'} has
requested the Arizona Corporalton
Commission determine if an emergency
one-time surcharge or $30.00 per
customer, and an emergency base rate
imzfeeae of $20.00 pa: month. par
customer and an Increase in galaunage
charges should be granted. The
Company asserts that it does rot have
the fmd8 necessary to sffecluale much
neecea repairs to aha system. The
Commission may approve me amount of
the request or modify the amount higher
or lower, or may deny :he request by me
Company. THE COMMISSION WILL
HOLD A PUBLIC HEARING ON
JANUARY 20, 2010, AT 10iOG A.M. AT
THE COMMISSIONS PHOENIX
OFFICES AT 1200 WEST
WASHINGTON STREET, ROOM 100,
PHOENIX, AFIIZONA CUSTOMERS
CAN ATTENO THE HEARING AND
MAKE PUBLIC COMMENT, OH FILE
WRITTEN COMMENTS WITH THE
COMMISSION. INTERESTED PAFIYIES
MAY INTEFIVENE BY FILING A
WRITTEN MOTION TO INTERVENE
WITH THE commrss¢on BY JANUARY
e, 2010. IF YOU DESIRE FOR
INFORMATION ON HOW TO
INTERVENE OR SUBMIT p u s s :
COMMENT, OONTACT THE
commiss ions CONSUMER
SERVICES SECCTION AT 1-800.222~
7000. THE APPLICATION AND ALL
FILINGS ARE AVAILABLE ON THE
INTERNET VIA THE COMMISSION
WEBSITE (WWW.AZCC.(3OV) USING
THE E-DOCKET FUNCTION. The
Commission does nut discriminate on the
basis of disability in admission to its
pupllc meetings. Persons with a disability
may request a reasonable
aocommoaation such as sign language
Interpreter, as wel l as request this
document in an altamalrve format, by
contacting Shaylyn Bernal, ADA
Coordinator, voice phone number 602-
542-3931, E-mail SABerr\al@azcc.Qov.
Requests should be made as early as
possible to allow time to arrange the
accommodation.
Publish: 12/16/09

ORIGINAL

i
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PUBLIC NOTICE OF THE HEARING ON CERBAT WATER COMPANY. INC.'S
REQUEST FOR AN EMERGENCY WATER RATE INCREASE/SURCHARGE

DOCKET NO. W-02391A-09-0516

Cerbat Water Company, Inc. ("Company") has requested the Arizona Corporation
Commission determine if an emergency one-time surcharge of $30.00 per customer, and
an emergency base rate increase of $20.00 per month, per customer and an increase in
gfdlonage charges should be granted. The Company asserts that it does not have the
funds necessary to effectuate much needed repairs to the system. The Commission may
approve the amount of the request or modify the amount higher or lower, or may deny
the request by the Company.

THE COMMISSION WILL HOLD A PUBLIC HEARING ON JANUARY 20, 2010,
AT 10:00 A.M. AT THE COMM[SS1ON'S PHOENIX OFFICES AT 1200 WEST
WASHINGTON STREET, ROOM 100, PHOENIX, ARIZONA. CUSTOMERS CAN
ATTEND THE HEARING AND MAKE PUBLIC COMMENT, OR FILE WRITTEN
COMMENTS WITH THE COMMISSION.

I
I

INTERESTED PARTIES MAY INTERVENE BY FILING A WRITTEN MOTION TO
INTERVENE WITH THE COMISSION BY JANUARY 8, 2010. IF YOU DESIRE
MORE INFORMATION ON HOW TO INTERVENE OR SUMBIT PUBLIC
COMMENT, CONTACT THE COMMISSION'S CONSUMER SERVICES SECTION
AT 1,800-222_7000. THE APPLICATION AND ALL FILINGS ARE AVAILABLE
ON THE INTERNET VIA THE COMMISSION WEBSITE (WWW.AZCC.GOV}
USING THE E-DOCKET FUNCTION.

The Commission does not discriminate on the basis of disability in admission to its
public meetings. Persons with a disability may request a reasonable accommodation
such as sign language interpreter, as well as request this document in an alternative
format, by contacting Shaylin Bernal, ADA Coordinator, voice phone number 602-542-
3931, E-mail SABemal@azcc.gov. Requests should be made as early as possible to
allow time to arrange the accommodation.
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CLAUDE K. NEAL FAMILYTRLlST
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Piease pay from this Pre-Bill. Return stub with payment. MWRep ID: Terms: Prepay

Description

Zone;Classification of Ad: 100 - Legals
Text: PUBLIC NOT1CE OF THE HEARING on CEFIBAT WNTER COMPANY, |

12f16/09 STN Ad Legals Legals $39.20 $3920

$39.20$39.20 !

Classified Advertising Pre-Bill

AmountDue $39.20

Please return this portion with your payment

Remit Payment to :
MohaveCounty Newspapers
221 E. Beale Street
Kingman, AZ 86401
Fax: 928-753-1312

Laura Those
CerbatWater Co.
2409 RiccaDr.
Kinsman, AZ 86401

Issue Date:

Prebill Date:

Ad #
Account #

Amount Enclosed

12/16/09

December 14, 2089

16782

11150

;
i

i

I

l

221 E. Beale Street Kingman I As 86401 928-753-1143

Charges from 12/16/2009 to 12/16/2009

Date Pub Type Description

THE STANDARD
UJ""08{39I/<~O@l~0S7(o

Price Discount

Ad ID: 16762
Classified Advertising

Pre-Bill

Applied Due
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Attachment C

COVER SHEET
FROM TRUXTON CANYON WATER CO |

2409 RICCA DRIVE
KINGMAN Az 86401
928-753-1121
928~/7534963 FAX

TO AL AMEZCUA
602-542-2129 FAX

SUBJECT MANAGEMENT AGREEMENT W'ITH CLAUDE K. NEAL FAMILY TRUST
& CERBAT WATER CO I

PAGES INCLUDES COVER
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THIB RGRIMIENT, M884 ea of the let day of January, 1991, by

and CERBAT WATER COMPANY , a n A r i z o n a c o r p o r a t i o n ,

here inaf ter  re ferred  to  as "Owner" and CLAUDE K. NEAL FAMILY TRUST,

hereinattu: referred to on Wanager. "

bn.-men

n

Wl!!'lk111\8, public service corparaticm operating a

water utility systcun near the Cerbat Mountains and the Hualapai

owner is a

v a l l e y  a r i a ,  a n d

11938114

iwn8ns.I

for

Owner i s desirous of delegating the day-to-day

operation and management functions to professional management , and

Manager has substantial abi l i ty and experience

enabling it to manage and operate Owner's facilities.

NGN, TIIBREFDRE, the parties enter into this Agreement and

and i n consideration at the mutual covenants, warranties and

reprelnntationa, and agree ea follows:

shall operate Ownezr's ut i l iz ing

Manaqevs in a manner consistent with the industry

s t a n d a r d s  f o r  t h e  o p e r a t i o n  o f  s a i d  f a c i l i t i e s ,  a n d  c o n s i s t e n t  w i t h

t h e  r e q u i r o u e n t s  o f  t h e  a p p r o p r i a t e  h e a l t h  a g e n c i e s . T h e  o p e r a t i o n

shall incluaa the right to modify, remove and replace any and all

f aci l i t ie l. Consistent with the above standards and requirements ,

the day--to-day operation and maintenance of the facilities eha11 be

the rolpovnlzlbility and prerogative of Manager ; however, any

maintenance or capital expenditures exceeding $11000.00 w i l l

1. llllrnagar

-playinl i

facilities,

xwuoono
tt/uIcs/M5



require Rh; specific: approval of Uwner. management and

operation shall include but not Ba limited to the following:

. A.

such

Provision o f  a certif ied operator in accordance
with the rules of the State of Arizona and Mohave
County.

B. Inspection and operation of the water plants ,
including disinteetion, if necessary. Checking for
proper opmratisn of the wall pumps, booster pumps ,
air compressors, tank levels and pressures.

c . 241 hour' a
onorqancias 6

day avai lab i l i ty to assist i n

D.. Regular inspection of the distribution system for
leaks or other problems.

E. Arrange
pau-ties •

for repairs to the system by qua l i f i ed

r . Arrange for installation of water meters for new
service connections within the Owner' s service
area.

G. Monthly reading of the water meters as prescribed
by the Arizona Corporation Commission .

H. B111 customers monthly for water service, according
to Thu rate schedule set by the Arizona corporation
Colluiasion .

I . Collect past-due water b i l l s by turn-of fs i f
necessary. The legal expenses associated with the
prosecution and defense of co l lec t ion :matters
involving the Commission or courts shall be borne
by the Owner 1'

J . Deposit payments to the water company account and
provide .full accounting to Dwyer.

Additionally, Hanagor shall provide to the Owner:

K. Information regarding emergency repair; however,
the Manager may at his sole discretion commit Owner
to expenditures not to exceed $1,000. of without
prior consort of 0wnar.

Bid comparative information for non-emergency
Iatcrials to be purchased.

L .

L-I
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n. Information for annual reports as required by the
Arizona Corporation Ctommission,

n .

o . Recommendations
paylnmt l

Monthly revenue, expanse and sales data.

regarding approval o f b i l l s  f o r

P. A non-exclusive
normal customer
conducted.

water company
service and

office
payment

i n which
can be

L Cost

Owner and

J

Q. account ing  for  pe t ty cash expend i tures | -

R . Data  for  annua l  A.D.W.R.  wi thdrawa l  repcmrts.

2. Manager agree that certain o f  t h e  wo r k

c o n t o n p l a t a d  t o be per formed by the  manage r  cannot be d e f i n e d

s u f f i c i e n t l y  a t  t h e  t i m e  a t  e x e c u t i o n  o f  t h e  A g r e e m e n t ,  a n d  t h a t

s u b s t a n t i a l a d d i t i o n a l work r e l a t e d t o the ope ra t i on and no t

covered in Paragraph 1 :nay be needed during performance of this

Agreement. I t  i s  i n t e n d e d  t h a t  s u c h  c a t e g o r i e s  o f  w o r k  c l a s s i f i e d

a s special services for which Manager  sha l l  be  pa id  by Goner  a t t he

r a t e  o f $40 . 00  p e r  m a n - h o u r ,  p l u s  a l l  d i r e c t  c o s t s  t o  M a n a g e r  a s

suppor ted  by  i nvo i ce  f rom the  p rov ide r . These  spec i a l  se rv i ces  may

not limited to, the following:include r b u t  a r e

A. Assist Owner in arbitration, litigation, public
hearing, .or other legal or administrative
procoadingls involving the water system.

B. Services and costs necessitated
travlal required of the Manager.

by out-of-town

c . Consultation, review of plans contract and bid
preparation, inspection and supervision of
additions or construction, contract repairs or
significant changes in the size or complexity of
the water system .

D. Mater installations and other construction projects
roqtxostod by the Goner.

0H-0U000
WUW7M 3



E. Ccmaultnticm or other services on
otherwise provided in the Agreement .

mat t e r s n o t

apucial services

PHyl¢l'It due Manager

Owner

F. Equip~ ~ant repair services.

A l l except for emergencies and regulatory

raquironuntn must Bo authorized in writing*by the Uwner before work

can prob ~una and ha billed per the current rate schedule.

J . The owner shall pay to the Manager a fee o f  $8.50 per

aerviaa, par month, fur services rendered pursuant to this

Agro:~ rt. Spacial services performed pursuant to Paragraph 2 of

this Agroauont shall be paid monthly. If Owner fails to make any

for services and expenses within 15 days after

due data, an additional charge shall be 1.5 percent per month on

the unpaid toes from the duo date until fully paid.

4. The is responsible for, and 'will arrange the

funding all costs, expenses and capital improvements of the

company including but not limited to the following:

A.

of ,

Electric power and energy for the operation of the
water system within the certificated area.

B.

c .

1:>.

a .

r .

a .

H.

A11 chemicals required to treat the water.

Required testing performed by a laboratory.

as may be required on the water system.

R¢p1acemal'lt of and repairs to the water system.

A11 plant additions and improvements .

Legal counsel for the water system.

Engineering services.

Accounting services for the water company.

Insurance

1.

,mes/7945 4



Adaitnionally, Over shall:

J . Assist- manager by p l a c i n g at: h i s d i s p o s a l a l l
available information pertinent to the water
lyatilh, including a l l reports, as-bui l t p l a n s ,
specifications and any other data relative to the
vats: system.

K. Examine all infoz'mati4:n and reports presented by
the Manager and render i n w r i t i n g dec i s ion or
diractivu within a reasonable time .

L . Give prompt natics to the Manager whenever the
Owner becomes aware of any problem relating to the
vat!! system.

H. Furnish or direct Manager to provide necessary
special servlczes aB stipulated to in Paragraph 2 of
the Agreement or other services as required.

b e lllde

owner

3.

5. Payment for the services performed under this Agreement

sha l l monthly by Owner to Manager a t o f f i c e s i n

Kinsman, Ar izona, w i th in  15  days f r om  da te  o f r ece ip t o f  t h e

b i l l i n g  t l b w e t o r .

6. shall have the right to review the charges and

b i l l i n g procedure under Paragraph inc lud ing the man-hours

a s s i g ned  t o  t h e  f a c i l i t i e s ,  b i l l i n g s  f o r  s e r v i c e s  p e r f o r m ed ,  a nd

capita l ea lpouditurao.

7. Owner shal l  be r espons ib le  f o r  f i l i ng ,  ma in ta in ing ,  and

r e p o r t i n g a l l r e gu l a t o ry , he a l t h , t a x and co rpo ra te documents

ne ce s s a r y  f o r  t h e  c o n t i n u e d  o p e r a t i o n  o f  t h e  p l a n t .

8. 0\mer  agrees that  to  the extent  i t  is  capab le,  and in  i ts

s o l e  d i s c r e t i o n , cons i s t en t  w i th s o u n d  u t i l i t y and management

p r a c t i c a l , i t  w i l l  p r o v i d e  t h e  c a p i t a l , Or Commission approved

funding noohanisn, FWBBBBW to provide needed capital improvements

as owner and Manager.

9 . s ha l l arrange to have Manager named as an

Ag:-d upon by the

Khmer

(so-ooaoo
l£/ l lcswrss 5



10. be liable to Owner nor to

OwnerW consumers,

whatsoever,

on the ayatsm

additional insured on its liability insurance coverage and shall

maintain reasonable amounts of liability insurance during the term

hereof. owner shall indemnify and hold Manager harmless from any

and all liability for acts or omissions related to the operation of

the facilities occurring during the term of this Agreement.

lhnagnr shall not any of

nor to any other person, firm or corporation

for or on account of any claim resulting from any

condition that existed prior to the date of this

Agreement, or for any interruption or failure in delivery of water

in accordance with this Agreement, or for any substandard quality

water supplied, or for or on account of any lass, injury or damage

occaeiunld thereby, where such interruption failure, either

directly or indirectly, is caused by or results from any of the

folio~ingz

A. Fire,
invasion

lightning, flood,
or force majeure.

windstorm, Act of Gnd,

a. Compliance with any orders, rules or regulations,
whether valid or invalid, of any governmental
authority or agency.

c:.

D.

Strikes, lockouts or labor dispute

Interruption in supply or delivery, or any other
failure to perform by any person under any
contracted supplier of water to Owner.

E. Breakdown, repair
equipment, pipeline or

or replacement of any machinery,
other facility.

r. Shortage of p o o r , supplies, material or labor, or
where such interruption or failure is directly or
indirectly due to any cause not reasonably
prevontahle by Manager or not reasonably within its
control.

In casa ouch interruption or failure shall be occasioned by any

11895945 6



or aliiinati such cause ea

the avltlt causal

o

supplied as

detcnd

Manager

Thu Arizona

Manager the

sdrviclva I

Zions sur:-endar

cause spooitied under E or F above, manager will endeavor to remedy

expeditiously as is reasonably possible.

In claims or of action are instituted by third

parties as result of the interruptions or substandard quality

water hereinabove specified, Goner shall indemnity and

lnnleor against all liability or loss.

11. shall perform no public service corporation

functions or services as a result of this Agreement. If, at any

time, Corporation Commission, or any other state or

federal oounisaion or body .having authority to regulate public

utilities, should attempt or threaten to exercise jurisdiction over

for purpose of regulating the op ration of the

facilities for Owner, or for the purpose of examining the books,

accounts or other internal affairs of manager in connection with

such manager may notify Owner of such facts, and this

Agreement shell he deemed terminated fifteen (15) days following

receipt of such notice by Owner. Waiver by Family Trust of the

exerciit of jurisdiction by any regulatory commission or body shall

not be deemed a waiver with respect to any subsequent. or additional

regulation.

12. By terms of this Agreement, Manager shall not obtain and

owner not any ownership rights in the subject

facilitiol.

13. shall remain in full force and effect for

from the effective date and thereafter until

terminated by either party hereto by giving written notice of such

termination to the other. Such notice must specify the date of

This Agrcllnent

the turn of mu year

L1~uu0oo
snlnwiiii

v .
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termination and shall Ba

t o

given not lass than s ix ty  (60)  days  p r io r

sum am.

IN WITNESS WREREOF, the

Aqraonhnt to axscutaa as

above.

be

parties hereto have caused this

of the day and year f i rs t  wr i t ten

CLAUDE K. NEAL FAMILY TRUST

By. £3 272924 W '

CO-TRUSTEE

By f ? J i , .  / 3 , 131,1

CO-TRUSTEE

Y,pANwATER CO
W M

Tc8R8A
.

ay -

OWNER

y '0ooo
1S/7945
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Attachment D

COVER SHEET
FROM TRUXTON CANYON WATER co.

2409RICCA DRIVE
KINGMAN AZ 86401
928-753-1121
928-753-1963 my

TO ALEX IGWEY
602-542-2129 FAX

SUBJECT WATER SUPPLY AGREEMENT

PAGES ..9., INCLUDES COVBR
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This Agreement, lad: as of the let day of January, 1991, by

and bataan CLAUDE K. NEAL FAMILY TRUST, an Arizcana corporation

(bereinattar raferrcd to as "Family T1-ust") , and CERBAT WATER

COMPANY, an Arizona corporation (hereinafter r e f e r r e d  t o  a s

vcerbavy o

HTTNE38ETH=

WHEREAS, Family Trust has certain water rights and owns and

operates water production, collection, transmission and certain

pressure facilities in portions of Mohave county, Arizona, and

WHEREAS, cerbst owns and operate a public water distribution

system in and near the Cerbat mountains and the Hualapai Valley

area. -

now, TBEREPDRE, in consideration of the premises and mutual

covenants at»ths parties hereto, respectively, the parties hereby

agree as follows:

1. During the term of this Agreement, Family Trust will

furnish and deliver potable water to Cerbat for the requirements of

cerbat's customers located within Cerbat' s service area as

hereinafter Gefinod.

2. Delivery at the water under this Agreement shall be to

mutually agreed upon delivery points through Family Trust owned and

operated non-utility facilities.

3. service under this Agreement shall be provided by Family

Trust through an existing sixteen inch service line at peak

delivery of 250 gallons per minute, not to exceed 100,000rate

631-00800
I f / 1 l c l l l l 987
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storage

is technically,

gallons pear day. cerbat sha l l  ut i l i ze sa id water only within i ts

servioa area. That area i s  def i ned to  be the lesser (1)

Cerbat' s certificated area as authorized by the Arizona corporation

Commission; or (2) Cleat's service area as defined by the Arizona

Department et Water Resources, as those areas may be modified from

time to tin. All water used by ¢erbat shall be consistent with

Arizona no.
4. Family Trust not obligated to provide any water

storage for cerbat under this Agreement. Family Trust wil l use its

best to maintain a continuous water supply to Cerbat

consistent with Paragraph above. Cerbat agrees to maintain

adequate storage to meet its servioa obligations. In determining

that request, Combat recognizes the normal operational

outages on the Family Trust system. In the event Cerbat needs

water quanti ty, qual i ty or rel iabi l i ty greater than set forth in

the Agree-nt, it shall give written notice of those requirements

to Family Trust not 1e1s than one year prior to the anticipated

need. Fully Trust will endeavor to provide that service it, in
the sole opinion or Fami ly Trust, such service

legal ly, and commercially feasible. Nothing in this Agreement

shal l  be interpreted to prohibit Cerbat from obtaining i t s own

replacement or supplemental water supply .

s. Family Trust, at its expense, shal l  instal l and maintain

:mutually agreed upon delivery points. The meters

shall he calibrated to the satisfaction of both parties and shall

be recalibrated within a r atonable time after request made by

water motors at

0041-uonoo
n u f f u c s / 7 9 9 2
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either party, in accordance with the following procedures :

(e) The recalibration shall be done in the presence of

the authorized representative of each party and the cost shall be

borne equally by both parties.

(ll) If the recelibraticn discloses inaccuracy exceeding'

38, the consumption recorded during the previous so days, or the

part which may be subsequent to the last preceding

recalibration, shall he corrected using the recalibration data.

(c) In the event any meter ceases registration or it is

evident that the inaccuracy has existed for a period shorter than

to days, correction shall be made based upon estimates from other

meters or free other proper data .

(d) Corrections so made . shall be accepted by both

parties as adjusting all claims arising out of such inaccuracy.

6. Family Trust shall test, or cause to be tested, and treat

as necessary al l  water subject to this Agreement. Testing and

treatment standards shall be those established by the Arizona

Department at Services or other appropriate regulatory

agency. In the event treatment of the water is required, Family

Trust nay, at ire option, undertake such treatment and make such

capital investment as is necessary to comply with the water quality

requirements of the appropriate regulatory agancy(s) . In that

event, Family Trust shall own and operate or cause to be operated

the neons-ry treatment fac i l i t ies. The capital, operating and

maintenance cost associated with said treatment will be recovered

by i n water purchase price as set forth i nadj ustnnnts the

f

:nun .qqgg0
n n u u u c s m l a
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The testing and water quality compliance beyond

the point at dalivnry by Family Trust shall be the responsibility

Paragraph a below.

at current.

2)

taken

ma

Hy Fully Trust.

I .

v. I - i l y 'I"r'ust retains the r ight to take bulk water

deliveries at any standpipe adjacent to delivery points under this

Agreauunt. Family Trust agrees that 1) it will not take such water

deliveries# for Ono within Cez'bat'l service area or i f Cer.-bat needs

the available water for its f ixed or standpipe customers, a l l

water by Family Trust shall be metered and  no t  b i l l ed  to

Cerbat, 3) the water price to Cerhat under Paragraph 8, as

edjust ld  :ram t ime to t ime, sha l l no t  r e f lec t  any increase i n

capital, Operation or maintenance costs caused by the volume of

water tanned .

a. Carbat shall pay to Family Trust metered water

deliveries at the agreed upon delivery points at the rate of $.65

per 1,ooo gallons delivered. That pr ice shall be subject to review

on each anniversary date of the ikgreecmenc, but will not be changed

except upon 90 days written notice to Cerbat. sa id  p r ice  w i l l  be

based upon the market value of the water considering the operation,

me intlunnco and capital Cost to Family Tiu t, plus a return on the

value of the equipment and facilities necessary to provide service

undo' this hgrurlnnt.

9. On or before the 10th day of each month, Family Trust

shal l  furn ish to crarbat a statement tor the water delivered during

the preceding ninth. payment for all said deliveries shall be made

monthly by C¢z'bat to Family Trust at general offices inits

i

20061~M000
nnun11cs17941
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Kinsman, Arizona, within 15 days from the receipt of the statement

therefore, which payment shal l  M in conformity with the charges

provided for in this Agreement .

l o . In the event either party, by reason of an uncontrollable

force an hereinafter defined, is rendered unable, wholly or in part

to parton i ts obl igations under this Agreement (other than i ts

obligations under thin Agreement to pay money) , than upon said

party giving notice and particulars of such uncontrollable force i n

writing to the other party promptly after learning thereof, the

obl igat ions of said party so f a r  as they are affected by such

uncontrollable force shall be suspended during the continuance of

any inability so caused but for no longer period and the effects of

such shall, so far as possible, he remedied with a l l

reasonable dispatch. However, nothing contained herein shall be so

construed as to require a party to settle any str ike or labor

dispute in which it may be involved. The affected party shall not

be responsible for its delay in performance under this Agreement

during delays caused by an uncontrollable force nor shall such

uncontrollable force give rise to a claim for damages or constitute

default, except tor the obl igation to make payment for b i l l s

rendered pursuant to Paragraph 9 hereof .

An "uncontrol lable force" shall mean an act of God, act

or of govelrnllont, government pr i or i ty , fa i l u re of or

threat or failure of facility, scheduled or unscheduled maintenance

and repair, labor or material shortage, act or omission of c i v i l  o r

mi l i tary authority, labor dispute, str i ke, lookout or other

G l i l l i bh

zmwnnnoo
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emp1oy¢¢s. shall

offiolrl, directors and employees,

illataoavez'

emplayngg _

industrial disturbance, act of public enemy, war, blockade,

insurrection, riot, epidemic, landslide, earthquake, fire, storm,

lightning, flood, washout, civil disturbance, restraint by court

order or public authority, action or nonfiction by or inability to

obtain authorization or approval from any governmental

agency or authority, and any other act or omission similar to the

kind heroin enumerated not within the control of the affected party

and which by the exercise of due diligence said party is unable to

ovorf-wld.

11. Family' Trust,its officers, directors and employees shall

not Ba liable to cermet or to any other person whomsoever for any

death, injury or damage that may result to any person or property

by or tram any cause whatsoever for"the provision, or f allure to

provide any water or service under this Agreement, unless caused by

the willful misconduct at Family Trust, its officers, directors or

Cerbat indemnify and hold Family Trust, its

harmless from and defend them

and each at thou against any and all claims, losses or judgments

for a death at, or injury to, any person, or for damage to any

property incurred in the provision, or failure to

provide, any water or service under this Agreement, unless caused

by the willful misconduct of Family Trust, ire officers, directors

or In the event any action or proceeding is brought

against rulily Trust, its officers, or employees, by

reason of any such claim, cerbat, upon notice from Family Trust,

shall resist or defend such action or proceeding at its expense.

directors
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threaten to exercise

i n

Agreement shall deemed

:leaned a waiver with
I

12. Family Trust sha l l  not be required to per form any publ ic

s e r v i c e  c o r p o r a t i o n  f un c t i o n s  o r  s e r v i c e s  a s  a  r e s u l t : o f  t h i s

Agreement. re, at any time, the Arizona Corporation commission, or

any or federal commission or body should attempt or

jur isd ic t ion over  Family Trust for  the purpose

o f  r egu la t ing  sa les of water raade by i t ,  whether  to  cerba t  o r  any

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

the books, accounts or other internal a f fa i r s of Family Trust

connection with such sales or any thereof, Fami ly  T iu  t may,

notwithstanding Paragraph 14, notify cerbat of such facts,  and this

be terminated  s ixty (60) day fo l low ing

receipt of such notice by cerbat. Waiver by Family Trust of the

exercise of jurisdiction by any regulatory commission or body shall

not he respect to any subsequent or additional

regulation.

13. pie Agreement shall remain in full force and effect for

a term of one year from the date hereof and shall be automatically

extended from year to year thereafter until terminated by either

party hereto by giving written notice of such termination to the

other. Bach notice shall specify the date of termination and shall

be g iven not less  than s ixty (60) days pr ior to the termination

date..

14. This Agreement shall be governed by and construed in

accordance with the laws of the state of Ar izona.

i s . may be executed i n any number of

counterparts, each of which when so executed shall be deemed to be

Thin! Agrelmmt

I
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an original, but each such counterpart shall together constitute

but one Ag~~il~

16. Written notice to either party concerning this Agreement

shall be sort `by certified mail, except that invoices may be sent

by first class Neil. written notion and communications to Cerbat

shall he a~~d~~oiled to:

csnezw WATER couxmrw
Prosidsnt
2409 Ricca Drive
Kinsman, Arizona 86401

17. Written notices and communications to Family Trust shal l

be ad~dn¢l-d ll follows:

CLAUDE B. NEAL FAMILY TRUST
Co-Truastce
2409 Ricca Drive
Kingluan, Arizona- 86401

18. This Aqreanent shall be binding upon and inure to the

benefit of the penrties hereto and their respective successors and

assigns. Assignment shall only be upon written approval of the

other party, which approval shall not be withheld or delayed

unreasonably l

IN wrruuss wrmmor, the parties hereto have caused this Water'

Supply Aqrluaant to cxcneuted  as  o f  the  day and year  f i rs t

wri t ten.

be

CERBAT WATER COMPANYC1.AUDB x. nine. rAnxr.¥ TRUST

Hy/8 Q WM/
Its ca-Trultae

by 8 /
,

by

Its ca-rruaen
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