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IN THE MATTER OF THE APPLICATION OF DOCKET NO. E-01749A-09-0185
GRAHAM COUNTY ELECTRIC COOPERATIVE,
INC. TO AMEND ITS CERTIFICATE OF DECISIONNO. 71471
CONVENIENCE AND NECESSITY AND TO
TRANSFER CERTAIN OF ITS ASSETS TO THE
CITY OF SAFFORD.

OPINION AND ORDER

DATE OF HEARING:

PLACE OF HEARING:
ADMINISTRATIVE LAW JUDGE:
APPEARANCES:

BY THE COMMISSION:

* * # * *

Having considered the entire record herein and being fully advised in the premises, the
Arizona Corporation Commission (“Commission™) finds, concludes, and orders that:

FINDINGS OF FACT

November 17, 2009
Tucson, Arizena
Jane L. Rodda

Michael M. Grant, GALLAGHER &
KENNEDY, PA, on behalf of Graham
County Electric Cooperative, Inc.;

Jeffrey C. Zimmerman, MOYES,
SELLERS & SIMS, on behalf of the City
of Safford; and

Maureen Scott, Staff Aftorney, Legal
Division, on behalf of the Ultilities
Division of the Arizona Corporation
Commission.

* * * * *

Procedural History
1. On April 17, 2009, Graham County Electric Cooperative, Inc. (“GCEC” or

“Cooperative”) filed with the Commission an application to approve the modification of its
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DOCKET NO. E-01749A-09-0185

Certificate of Convenience and Necessity (“CC&N”} and approve the transfer of certain GCEC assets
within an area known as the Safford Service Area (“SSA™) to the City of Safford (“City” or
“Safford”).

2. On June 24, 2009, the Commission’s Utilities Division (“Staff’) filed a letter
informing the Cooperative that its Application was sufficient.

3. By Procedural Order dated July 1, 2009, 2 Procedural Conference convened on July
16, 2009, for the purpose of discussing procedures to govern the proceeding, in particular the form of
public notice. GCEC and Staff appeared through counsel and an attorney for the City of Safford was

also present. The parties agreed to develop a form, or forms, of notice for the hearing in this matter.

4. On August 13, 2009, GCEC filed a “Request for Procedural Order and Filing of
Proposed Notice Forms.”
5. By Procedural Order dated August 31, 2009, the forms of notice, as agreed to by

Staff and the Cooperative, were adopted with slight modifications to include the details of the hearing
to and to conform with typical Commission notices;' and the matter was set for hearing on November
17, 2009.

6. On October 2, 2009, GCEC filed Affidavits of Publication and/or Mailing which
indicate that notice was published in the Eastern Arizona Courier, a newspaper of general circulation
in Safford, Arizona, on September 23, 2009, and mailed to all GCEC members who are actively
receiving service in the Safford Service Area and to the 20 property owners who hold 40 larger

undeveloped land parcels within the Safford Service Area.

7. On October 19, 2009, Staff filed its Staff Report, recommending approval of the
Application.
8. On October 23, 2009, the City of Safford filed a Request for Leave to Intervene,

which was granted on October 28, 2009.
9. On November 3, 2009, GCEC filed a Response to the Staff Report, agreeing with the

Staff Report, but providing clarification of a few facts and providing an updated listing of existing

' One form of notice was prepared for publication, and another to be mailed to those directly affected by the application.

2 _ DECISION NO. __ 71471
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customer locations.

10. The hearing convened as scheduled on November 17, 2009, before a duly authorized
Administrative Law Judge. Mr. Steven Lines, general manager, testified for the Cooperative, and
Mr. Alexander Igwe, Executive Consultant, testified for Staff. The City of Safford did not present a
witness, but was represented at the hearing by counsel.

11. Following the hearing, at the request of the Administrative Law Judge, GCEC filed
late-filed exhibits consisting of the 1946 Agreement by and between Graham County Rural Electric
Co-operative, Inc., Safford and the Town of Thatcher (“Thatcher™); and the Wheeling and

Transmission Agreement between Graham County Electric Cooperative, Inc. and the City of Safford

dated December 19, 2008.
Background
12. GCEC is a non-profit electric distribution cooperative, which received certification

from the Commission in Decision No. 33006 (April 6, 1961) to operate and maintain an electric
system in most areas of Graham County, Arizona. The Cooperative serves areas located south and
east of the San Carlos Apache Indian Reservation, but excluding areas within the corporate
boundaries of the City 0f Safford and Town of Thatcher. GCEC currently serves approximately
6,200 members.

13. The City of Safford is a municipal corporation that operates electric distribution
systems within and outside its corporate boundaries.

14. Prior to 1946, the Arizona General Utilities Company (“AGU”) was the sole provider
of electric service within Graham County. In 1946, GCEC, Safford and Thatcher jointly acquired the
assets of AGU. On January 22, 1946, GCEC, Safford and Thatcher entered into a joint contract (the
“1946 Agreement™) whereby Safford and Thatcher acquired the AGU assets within their respective
boundaries, and GCEC acquired the remaining assets.

15, The 1946 Agreement had an “Acquisition Clause” which states as follows:

Safford and Thatcher, or either, upon the annexation or extension
of their corporate limits, at any time in the future, of territory adjacent to
either of the said towns, shall be sold the distribution facilities then
existing in any such territory and owned by the Co-op upon a
replacement new cost less depreciation basis, with no goodwill or going

3 DECISION NO. 71471
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concern element considered, and in no event shall the Co-op require that
condemnation proceedings be instituted for such acquisition.

16. Since 1961, Safford has exercised the Acquisition Clause in annexing several
portions of GCEC’s certificated territory.

17. GCEC testified that because the 1946 Agreement was somewhat ambiguous, there
have been on-going disputes between Safford and the Cooperative regarding the parties’ rights,
obligations and duties under the 1946 Agreement and Arizona laws; the provision of service to areas
annexed by Safford; and the correct interpretation and application of the Acquisition Clause.
Disputes involving the Acquisition Clause have twice been ultimately decided by the Arizona
Supreme Court.?> Currently, GCEC and Safford have pending lawsuits regarding which entity has the
right to serve certain portions and customer loads within Safford.® In 2005, in the currently pending
Graham County Superior Court case, the court issued a preliminary injunction restraining Safford
from providing electric service to the Wal-Mart Supercenter located in the Safford Service Area.

18. According to GCEC, the arrangement under the 1946 Agreement has led to customer
confusion as both GCEC and Safford compete to serve new customers located within the SSA.

Territorial Settlement Agreement

19. Effective January 1, 2009, GCEC and Safford entered into a comprehensive
Territorial Settlement Agreement (“TSA”) in an attempt to fully resolve all disputed issues relating to
the 1946 Agreement and the pending Litigation. A copy of the TSA is attached hereto as Exhibit A.*

20. The parties intend that the TSA will provide “...for a more orderly, mutually
beneficial and rational allocation of electric service responsibilities within the corporate limits of
Safford as they héve expanded and as they will continue to expand from time to time in the

future....”

2 Graham County Elec. Coop. v Town of Safford, 84 Ariz. 15, 322 P.2d 1078 (1958) and Graham County Elec. Coop. v.
Town of Safford, 95 Ariz. 174, 388 P.2d 169 (1963).

3 These lawsuits have been consolidated into a single case, titled City of Safford (Plaintiffdefendant} v. Graham County
Electric Cooperative (Plaintiffidefendant) in Graham County Superior Court Case Nos. CV2005-081 and CV2005-083
(the “Litigation™).

* In the 1970s, Thatcher and GCEC entered into a new agreement concerning Thatcher’s annexations, which agreement
GCEC believes is working well. The agreement between Safford and GCEC is patterned after the agreement with
Thatcher.

% Application at 3.

4 DECISION NO. __71471
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21. The TSA defines the SSA which is currently part of GCECs service territory. The
SSA encompasses the city limits, including areas in which Safford currently provides service, and
certain areas in which it anticipates providing service in the near future. The legal description of the
SSA is attached hereto as Exhibit B.

22. The TSA provides that after January 1, 2009, GCEC will not object to Safford
connecting new customers located within the SSA. The TSA requires GCEC to seek Commission
approval to modify portions of its CC&N that overlap the SSA, and to transfer certain of GCEC’s
assets to the City.

23. Under the terms of the TSA, GCEC will serve the Wal-Mart Supercenter through
December 31, 2012. If this application is approved, on January 1, 2013, without further order of the
Commission, GCEC will transfer the Wal-Mart load and its related infrastructure to Safford.
Concurrent with the transfer of the Wal-Mart load, GCEC will assume responsibility for serving the
Safford Municipal Airport propetties, and acquire the City’s infrastructure serving the Airport in a
quid pro quo transaction. Because the Airport is currently within the Cooperative’s CC&N (although
currently served by the City), GCEC does not require Commission authorization to serve the Airport
load.

24, The TSA also provides that GCEC will continue to serve its existing customers in the
SSA as of January 1, 2009, through December 31, 2015. At the time the parties entered into the TSA,
GCEC was serving 682 customers within the SSA. A list of the locations that GCEC will continue to
serve until January 1, 2016,% is attached hereto as Exhibit C.’

25, On January 1, 2016, the TSA provides that GCEC will transfer to Safford all its
customers and electric infrastructure within the SSA. To effectuate this provision, the TSA requires
GCEC to file a new application with the Commission, no later than January 15, 2015. In this
prospective application, GCEC will request the Commission to delete any portion of its CC&N
overlapping the SSA, and for authorization to transfer all of its distribution assets used to serve that

load within the SSA to Safford, effective January 1, 2016.

® Or Commission approval, which ever is later.
7 At the time of the hearing, GCEC served approximately 600 customers in the SSA. Transcript of the November 17,
2009, hearing (“Tr.”) at 20.

5 DECISION NO. 71471
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26. Upon Commission approval of the 2015 application, Safford would become the sole
provider of electric service within the SSA® |

27. Until the final transfer on January 1, 2016 (or Commission approval), new customers
located within the SSA will be serviced by Safford unless Safford does not have the facilities in place
to serve them.” The six-year transition period is intended to allow the parties to have time to prepare
for the transfer. GCEC will have the revenue stream for six years and Safford will make any
necessary system improvement needed to accept the new load.

28. The inventory of facilities serving existing customers, and to be transferred to Safford
in 2016, will be determined when GCEC files its second application in 2015. The purchase price of
the facilities serving the existing load will be the sum of (i) an amount equal to the replacement cost
less depreciation, but in no event less than $950,000 or greater than $1,250,000; plus (i) the cost of
any new facilities GCEC installs after January 1, 2009 (the effective date of the agreement).'’

29, In the future, if the City wants to expand service outside the SSA, the TSA provides
that Safford must give GCEC three years notice of its intent to purchase GCEC’s assets used to serve
the new load and provides, inter alia, that the sales price will be five times the annual billings for
service to customers in the annexed area. Safford agrees to utilize the procedures set forth in the TSA
as an alternative to condemnation."'

30. Concurrent with entering into the TSA, the parties entered into a Wheeling and
Transmission Agreement under which the parties agree that GCEC will continue to provide Safford
with transmission services.

31. GCEC believes the TSA will provide electric planning and service provision certainty
for the affected area, and that the benefits of the TSA include reduced customer confusion, the
preservation of the wheeling revenue from Safford, and avoidance of expensive and burdensome

litigation. Mr. Lines testified that the parties have struggled for years with the question of which

8 GCEC and Safford understand that the Commission considering the 2015 application is not bound by the agreement of
the parties. Tr. at 65-66.
® If it makes more economic sense for GCEC to serve a new connection, the City will ask GCEC to hook-up the new
customer and the parties will file a borderline agreement with the Commission. Tr. at 10 and 21.
10

TSAat§7.
" TSAat § 5.4.
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entity will serve new customers in areas of overlap.'?

Staff’s Analysis

32. Staff’s engineer inspected the proposed SSA and observed the distribution facilities
that would be transferred to Safford, and both the Wal-Mart and Airport facilities.

33. Staff concludes that the transfer of assets in the SSA is reasonable under the terms
of the TSA and that it is in the public interest. Staff believes the resolution of the issues that arose
under the 1946 Agreement and dismissal of the currently pending litigation is a benefit of the TSA.

34, S{aff does not believe that the transfer would cause a detrimental impact to service
reliability. Staff recommends that the Cooperative’s application to amend its CC&N and transfer
certain assets to Safford pursuant to the TSA be approved.

35. Staff did not prepare a comparative analysis of the rates and terms of service of
GCEC and Safford, believing such analysis is relevant to the 2015 application.

36. M. Lines testified that Safford’s rates were slightly less than GCEC’s."?

Analysis and Resolution

37. The TSA is in the public interest because it fairly resolves a long-standing dispute
between the parties over which entity will serve customers in and around the City of Safford. It will
limit customer confusion and provides a roadmap for future expansion by the city of Safford.
Approval and implementation of the TSA will also allow the parties to avoid the expense of litigation
associated with the overlapping service areas, including dismissal of the currently pending lawsuits.
The transition period allows both parties to plan for the transfer and provides that GCEC will retain
the wheeling revenues from Safford. Finally, GCEC would be protected from Safford using its
powers of condemnation to acquire GCEC assets. For all of these reasons, we agree with Staff that
approval of the TSA is in the public interest.

38. The Commission would like to take this opportunity to strongly encourage Safford to,
in advance of any final transfer of assets in 2016, adopt renewable energy, net metering, energy

efficiency and low income assistance policies that approximate the programs that are currently

2Tr at 17,
B Tr. at 25, 44.

7 DECISIONNO, 71471
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available to the customers of Graham County Electric Cooperative. We believe that in such a
transition period toward the potential transfer of customers and assets from a regulated electric utility
to an unregulated utility, the public interest necessitates that the unregulated utility be able to
demonstrate that it is moving to adopt renewable energy, energy efficiency and low-income
assistance policies that are at least roughly commensurate with those of the regulated utility, so that
the transferred customers are not deprived of the benefits of those policies.

CONCLUSIONS OF LAW

1. GCEC is an Arizona public service corporation within the meaning of Article XV,

Section 2, of the Arizona Constitution.

2. The Commission has jurisdiction over GCEC and over the subject matter of the
application,

3. Notice of the application was provided as required by law.

4. The City of Safford is capable of operating the electrical assets that will be transferred

and of providing safe and reliable service to the customers being transferred from GCEC.

5. The modification of GCEC’s CC&N as described in the application, and at the
hearing, is in the public mterest.

ORDER

IT IS THEREFORE ORDERED that the Territorial Settlement Agreement between Graham
County Electric Cooperative, Inc. and the City of Safford, attached hereto as Exhibit A, is approved,
and Graham County Electric Cooperative Inc.’s Certificate of Convenience and Necessity is modified
to delete the Safford Service Area, as set forth in Exhibit B, EXCEPT that Graham County Electric
Cooperative, Inc. shall continue to serve the Wal-Mart SuperCenter located to the east of 20™ Avenue
between US 70 and 8% Street, until December 31, 2012; and not deleting the premises inside the SSA
where Graham County Electric Cooperative, Inc. currently provides service, as described in detail in
Exhibit, C hereto, pending a future application to transfer these locations to the City of Safford
effective January 1, 2016.

IT IS THEREFORE ORDERED that Graham County Electric Cooperative, Inc. shall file a

new application with the Commission, no later than January 15, 2015, that requests the Commission

8 DECISIONNO. 71471
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to delete any portion of its CC&N overlapping the SSA, and for authorization to transfer all of its
distribution assets used to serve that load within the SSA to the City of Safford, effective January 1,
2016.

IT IS FURTHER ORDERED THAT on January 1, 2012, and when Graham County Electric
Cooperative files its application to transfer its assets and customers no later than January 15, 2015,
Graham County Electric Cooperative shall, after consultation with the City of Safford, file with the
Commission a report detailing the progress that has been made by the City of Safford toward
developing renewable energy, net metering, energy efficiency and low income assistance policies that
approximate the programs that are currently available to the customers of Graham County Electric

Cooperative.

9 DECISIONNO. _ 71471
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IT IS FURTHER ORDERED that in approving the Territorial Seftlement Agreement, and
issuing this Order, the Commission is not bound to approve the future application to modify the
Certificate of Convenience and Necessity or transfer the retained customer premises; the parties
retain the burden of proof of demonstrating the future modification of the Certificate of Convenience
and Necessity and the transfer of assets is in the public interest; and the Commission shall consider
any such application on its own merits in the context of the entirety of circumstances as they exist at

the time.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHARMAN & / / COMMISSIONER
\\X CLAAR \‘ vwvn»’\/"‘ ‘
COMMISSIONER v COMMISSIONEW L COMMISSIONE

IN WITNESS WHEREOF, I, ERNEST G. JOHN :
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,

this 2 &7 day of T4, ovter, ,2010.
= (o L

ERNEST G, JOHRSON
EXECUTIVE DIRECTOR

DISSENT

DISSENT
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SERVICE LIST FOR: GRAHAM COUNTY ELECTRIC COOPERATIVE,

INC.
DOCKET NO.: E-01749A-09-0185

Michael M. Grant

Mark Deatherage

GALLAGHER & KENNEDY, PA
2575 East Camelback Road
Phoenix, AZ 85016-9225
Attorneys for GCEC

Jeffrey C. Zimmerman

MOYES, SELLERS & SIMS

1850 North Central Avenue, Suite 1100
Phoenix, AZ 85004

Attomeys for the City of Safford

Janice Alward, Chief Counsel
LEGAL DIVISION

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Steven M. Olea, Director
UTILITIES DIVISION

Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007
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EXHIBIT “A”

TERRITORIAL SETTLEMENT AGREEMENT

1. AGREEMENT AND PARTIES.

This Territorial Settlement Agreement (“this Agreement”) is entered info by and between
the City of Safford and Graham County Electric Cooperative, Inc. (the “Parties™)
pursuant to the Principles as defined in Section 2.9.

2. DEFINITIONS.
2.1 “ACC™ refers to the Arizona Corporation Cormmission.
2.2 “Airport Property” refers to the property described on Exhibit “A™ hereto.
23  “Authorized Representative” refers to a representative designated from time to

time by a Party to work with the designated represemtative of the other Party and having
the authority of such Party to implement the agreements of the Parties set forth in this

Agreement.
2.4  “CFC" refers to the National Rural Utility Cooperative Finance Corporation.
2.5  “Graham” refers to Graham County Electric Cooperative, Inc.

2.6  “Graham’s CC&N” refers to Graham’s Cegtificate of Convenience and Necessity
issued by the ACC in its Decision No. 33006 dated April 6, 1961,

2.7  “Lawsuits” refers to Graham Comlty Superior Court Cause Nos. CV2005-0081
and CV2005-0083.

2.8  “1946 Agreement” refers to the Agreemem entered into by and between Safford,
(raham, and the City of Thatcher and dated January 22, 1946,

29  “Principles” refers to the Settlement Principles of Territorial Issugs Between
Safford and Grabam entered into on September 8, 2008.

2.1¢  “Safford™ refers to the City of Safford.
211 “Safford Service Area” refers to the area depicted on Exhibit “B” hereto.

2,12 “Wal-Mart Property” refexs to the property to the cast of 20™ Avenue, between
US 70 and 8™ Street, on which the Wal-Mart SuperCenter is located.

2.13 “Wheeling and Transmission Agreement” refers to the Wheeling and
Trwsnnsmon Agrecmem Between Safford and Graham entered into contemporaneously

A may be amended from time to time.

10430-11/1959109v3 ‘ Pogel
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"EXHIBIT “A”

3. EFFECTIVE DATE.
This Agreement shail become effective as of January 1, 2009 (the “Effective Date”).

4. PROVISION OF SERVICE WITHIN THE SAFFORD SERVICE AREA.

41 Except as otherwise provided pursuant to other provisions in this Agresment set
forth below, from January 1, 2009 through the closing of the sale of the Final Transfer
Facilities pursuant to Section 7 herein, Safford and Graham shall each continue to
provide electric service to the existing loads and customers within the Safford Serviee
Area that each of them is serving as of the Effective Date.

42  Graham will not object to Safford connecting new customer foads located within
the Safford Service Area to Safford’s distribution facilities and providing electric service
to such new loads after January 1, 2009. A

43  Customets that are receiving construction or temporary service from Graham as
of January 1, 2009 within the Sefford Service Area shall become customers of Safford on
the date such construction or temporary service is connected to Safford’s distribution
facilities. Safford shall have the right to and shall make such connections no later than
the closing of the sale of the Fina] Transfer Facjlities pursuant to Section 7 herein.

44 I after January 1, 2009, any customer requires new of temporary service within
the Safford Service Area, and Safford has not acquired the Final Transfer Facilities, as
defined in Section 7, and it is anticipated that Safford will not have constructed
connecting distribution facilities in order to provide the sexvice to the new customer, the
Parties agree that Greham {and not Safford) will, after discussions, deliberation, and
agreement with Safford, procesd to install all né€essary facilities to timely serve the new
customer’s lead, temporarily connecting any such new customet’s Joad to Graham-owned
distribution facilities.

44.1. In such event, such new customer shall become a retail customer of
Grsham and such new customer’s load shall continue to be served by Grabam
untit the Final Transfer Facilities are transferred to Safford.

442 Also in such event, Safford shall reimburse Grabam for Graham's actuel
cost of installing all necessary facilities to serve such new customer’s load,
including any line extension costs, but less any contributions that wouki be
payable by such customer for such facilities, at the time of closing of the
transaction transferring the Final Transfer Facilities to Safford.

4.5 Craham shall also serve, until the Final Transfer Faciliies are transferred to
Safford, any new customer’s load locaied within the Safford Service Ares, which
customer: () demands service from Greham prior to the date thet the ACC spproves the
modification to Graham’s CC&N pursuant to Section 8; and (i) refuses to instead be
conmected to Safford’s disttibution system to be served by Safford penjye transfer of

the Final T ilities to Safford. W a <
Page 2
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i EXHIBIT “A”

4.5.] Safford shali reimburse Graham for the actual cost of facilities instatled by
Graham, including any linc extension costs, but less any constibution paid by tl{e
customer and retzsined by Graham, for such service to customers pursuant to this
Section 4.5, but in no event shall such reimbursement be any greater than the
costy that the Parties agree would be incurted by Safford to commect such
customer fo Safford’s distribution system (fess any contributions that would be

paysble by such customer).

4.5.2 Safford shall pay Graham such agreed upon costs at the closing of the
transaction transferring the Final Transfer Facilities to Safford.

46 The costs incumred for end any value of the faciliies and associated line
extensions described in Section 4.4 and Section 4.5 shall be excluded from the final
RCLD Purchase Price of the Final Transfer Facilites determined purstant to
Section 7.3(i), and instead shall be payable pursnant to Section 7.3(1i).

PROVISION OF SERVICE OUTSIDE THE SAFFORD SERVICE AREA.

5.1  Beginning January 1, 2009, Safford shall have the right to provide electric service
in territory outside the Safford Service Area to customers located in areas annexed by
Safford, provided Safford first acquires, pursuant to the procedimes specified in this
Section 5, Graham’s distribution facilities used to serve loads located in sush annexed

areas.

52 In any such acquisition of facilitics by Safford from Graham pursuant to
Section 5.1, Graham shall retsin any feciliies pecessary for Graham to coatimue to
provide service to its customers’ loads in area(s) Graham will be continuing to serve.
The Parties shall make good faith efforts to promptly identify the facilities to be retained
by Grzham.

53  For any such aequisition pursuant to Section 5.1, Safford shall give Graham three
(3) years® written notice of its intention to purchase Grabam'’s electrical distribution
facilities used to serve load located in any such annexed area outside the Safford Service
Area that Safford intends to serve. Graham shell file and diligently pursue appropriste
requests with the ACC, the CFC, and any other holder(s) of Hens on the facilities being
acquited, requesting (i) approval of the transfer to Safford of title to such facilities,
(ii) release of any and all liens made by Graham on such facilities, and (iii) authority to
discontinue retail electric service to the affected customers as of the third apniversary of
the notice. Graham shall use reasonable efforts to obtain approval by the ACC, CFC, and
any such lienholder prior to the third anniversary of the notice. Safford agrees to assist
Graham in obtaining such approvals by providing a letter and testimony in support of the
approvals, if testimony is requested by Graham or the ACC, at Safford’s own expense,

5.4  The purchase price paid to Greham for any such facilities acquired by Safford

pursuant to Section 5.1 shall be five (5) times the annual billings for service to customers
in the (suchbilﬁngstobedetemﬁnedbym&mwm‘sm
A Z,
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which Graham shall make avaitable to Safford, and which Safford may sudit at its sole
expense) based upon the total amount of all ACC authorized items and charges shown on
the last twelve monthly bills for each customer in the annexed area, with the last of such
twelve monthly bills to be the last one that was sent at lesst thirty days before the third

anniversary of the notice.

55 In the event Grgham adds facilities in the territory after Safford has given the
written potice pursuart to Section 5.3 and prior fo acquisition, the formula set forth in
Seetion 5.4 shall be used to determine the purchase price of such facitities, and in the
event such facilities have not been installed for one full year prior acquisition, a full
year of service and billings for the customers being served by such additional facilities
wdded in the annexed axea shall be developed to determine the purchase price based upon
proration of available service and billing data. For service to any customer(s) being
served by such additional facilities added in the annexed area to whom no monthly bill
has been sent at least thirty days before the third anniversary of the notice, the Parties
will, within thirty days afler the closing date, calcnlate and agree on the additional
purchase price of the added facilities for such customer(s) based on a prorated year of
billings for such customei(s), and Safford shall then pay Graham such additional
purchase price amount within thirty days after the Parties agree on the calculation.

56  Subject to receipt of necessary regulatory and other approvals necessary to sell
such facilities to Safford, the scheduled closing date for the transfer of any facilities
prarsuast to Sections 5.1 through 5.5 shall be the third anniversary of the date the notice is

. given. The form and substance of any transfer documentation for the transfer of such
facilities shall be reasonsbly satisfactory to both Parties and shall warrant that such
facitities and associated real property interests are being conveyed free and clear of any
monetary liens.

5.7 1In the event, for any reasen, Graham has not obtained approvad from the ACC,
CFC, or any other person or entity holding & liea wade by Greham on Graham’s portion
of the facilities 10 be transferred pursnant to Sections 5.1 through 5.5 prior to the third
anniversary of the date notice is given pursuant to Section 5.3, Graham shall Safford,
unti the closing of the sale of the facilities being acquired, a fee equal iv the product of a
rate (in Dollars per kWh) equal to the fhen current wheeling rete (in Dotlars per kWh),
multiplied by all monthly retail electric sales in KWh of Grahamr's customer accouts,
Siarting a3 of such third anniversaty of The Bofice, for cugtomers served by the facilities

T —REER L L=

58  Safford shell, as the sole alternative to using its powers of condemnation, use the
method set forth in Sections 5.2 to 5.7 for the purpose of expanding its electric system
and electric services beyond the Safford Service Area.

5.8.1' _However, nothing contained herein shafl () bar Safford from increasing its
roumicipel boundaries pursuant to lawful annexation of properties, or (if) limit the

right of Safford to exercise its powers of condemmation. ‘4 ﬁ Z
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582 If, however, Safford choases fo proceed by condemnation against Graham,
Grahem shall not be limited in such proceeding to the determination of 2 value for
its faciliies as specified in this Agreement, inchuding without limitation the
formulae set forth in Sections 5.4 and 5.5.

5.9  CGrabum will not object to Safford expanding its distribution system outside of
(a) the Safford Service Aren or (b) any area where Safford has acquired facilities and
service rights pursuant to Sections 5.1 through 5.5 if such expansion is solely for
reliability purposes, interconmects with electric facilities of Graham in aecordance with
the Wheeling and Transmission Agreement, or with the Town of Thatcher, and so long as
such facitities serve no retail electric distribution load that is not within either (a) the
Safford Service Area, or (b} any area where Safford has acquired facilities and service
rights pursuant to Sections 5.1 through 5.5.

510 Subject 1o the provisions of Section 8.5, the 1946 Agreement is hereby
terminated.

b. INTTIAL TRANSFER DATE AND INITIAL TRANSFER FACILITIES.

6.1  Electric service to the electric customers’ loads of the Airport Property shall
continue under existing arrapgements untii the Initial Transfer Date, as defined in
Section 6.2, so that until the Initial Transfer Facilities, as defined in Section 6.3, ave
exchanged between the Parties, Safford will receive and pay for retail electric service
from QGraham, as measured by a master meter, and may resell the power to individually
metered customers. Graham shall continue to provide service to the Wal-Mart Property
until the closing of the sale of the Initial Transfer Facilities.

6.2  On December 31, 2012 (“Initial Transfer Date™), ot on such later dste as may be
required pursuant to Section 6.7, the Parties shall simultapeously enter into the following
exchanges and transfers, each of which shall be conditioned upon and in consideration for

the other:

62.1 In exchange and consideration for the transfer described in Section 6.2.2,
Safford shall purchase frorn Graham, and Grabam shall sell and convey to
Safford, Graham’s distribution facilitiss, and its real property interests concerning
such distribution facilities, used in providing slectric service to the Wal-Mart

Property; and

62.2 In exchange and consideration for the transfer described in Section 6.2.1,
Greham shall purchase from Safford, and Safford shall sell and comvey o
Grahem, Safford’s distribution facilities, and its real property interests concernitg
such distribution facilities, used in providing electric service to the Adrport

i YR
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63 The Wal-Mart Property and Aitport Property facilities and associated real
property interests are collectively referred to as the “Initial Transfer Facilities.” The
Authotized Representatives of the Parties shall identify and agree upon the specific
facilities that are Initial Transfer Facilities no later than Decernber 31, 2011,

6.4  On or before January 15, 2012, Graham shal file appropriate requests with the
ACC, the CFC, aud any other holdex(s) of liens on Graham’s portion of such Initial
Transfer Facilities, requesting (i) approval of the transfer to Safford of title to Grabam’s
portion of the Initis] Transfer Facilities, (ii) release of any and all liens made by Graham
on Grsham’s portmn of the Initial Transfer Facilities, and (jii) authority to discontinue
retsil electric service to the affected customers as of the Initial Transfer Date. Graham
shall use reasonable efforts to obtain approval by the ACC, CFC, and any such lienholder
prior to the Initial Transfer Date. Safford agrees 10 assist Graham in obtaining such
approvals by providing a letter and testimony in support of the approvals, if testimony is
requested by Graham or the ACC, at Safford’s own expense.

6.5 In the event, for any reason, Graham has not obtained approval from the ACC,
CFC, or any other person or entity holding a lien made by Graham on Graham’s portion
of the Initial Transfer Facilities prior to the Initial Transfer Date, Graham shall pay
Safford a fee equal to the product of a rate (in Dollars per kWh} equal to the then current
wheeling rate (in Dollars per kWh), multiplied by all monthly retail electric sales in k'Wh
of Grabam’s customer socouats, starting Janusry 1, 2013, for customers served by
Graham’s pamon of the Initial Transfer Facilities.

6.6  Such payments to Saffmd shall continue unti! Graham obtains approval from the
ACC, CFC, or any other lienholder, or, in the event of CFC or other lienholder apptoval
delay, Graham provides an alternative to lien release satisfactory to Safford mnd Graham,

such as collateral or indemnity.

6.7  Safford and Graham shall close the sale of the Initial Transfer Facilities within ten
(10) days after Grsham provides notice that it has either obtained the approvals and
reteases required by Section 6.4 or that it has provided satisfactory alterpatives as
described in Section 6.6, but not sooncy then the Initial Tmmsfier Date, The form and
substanee of any teansfer docurnentation for the transfer of Initial Transfer Facilities shall
be reasonably satisfactory to both Parties and shall warrant that such facilities and
associated real property imterests are being conveyed free and clear of anty monetary hens.
Each Party shall pay half of any escrow or related costs, charges, or fees, if any.

7. FINAL TRANSFER DATE AND FINAL TRANSFER FACILITIES.

7.1 Effective ag of Decemnber 31, 2015, ot upon the closing of the sale of the Final
Transfer Facilities pursuant to Section 7.8, whichever is later, Safford shall become the
sele provider of elacuic service within the Safford Service Area,

On December 31, 2015 (“Final Transfer Date™), or on such later date as may be
reqmredpurmmntmsaecmn?a SaﬁnrdshaﬂpuxchasefromGraham,andGrahamshau

sell and convey o to % Greham’s distnbution facilities, and ;2[ yzﬂy
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concerning such distribution fecilities, used in providing electric service to loads existing
within the Safford Service Ares (“Final Transfer Facilities”), and any such distribution
facilities that may be instailed by Graham within the Safford Service Area pursuant to
Sections 4.4 and 4.5. The Authorized Representatives of the Parties shall identify and
agree upon the specific facilities that are Final Transfer Facilities no later than

November 15, 2014.

7.3  The total purchase price for the Final Transfer Facilitics and for any distribufion
facilities installed by Graham pursuant to Sections 4.4 and 4.5 shall consist of the sum of:
(i) an amount equal to replacement cost less depreciation ("RCLD™) of the Final Transfer
Facilitiss as of the Final Transfer Date, but in no event to be less than $950,000 or greater
than $1,250,000 (“RCLD Purchage Price™); plus (i) any smounts payable by Safferd
pursuant to Sections 4.4 and 4.5 and 2s set forth in Section 4.6,

73.01 RCLD as used hercin shall mean a valuation of such distribution facilities
derived by using estimates of the cost to replace such facilities with fucilities of
similar productive capacity as of the valuation dste, less the depreciation, which
shall be determined in accordance with generaily accepted accounting principles,
that has secumulated on such existing facilities based on the transferring party’s
service records, extending such depreciation through the valuation date.

732 Grabam shall provide Safford with ity estimate of the RCLD Purchase
Price na later than November 15, 2014, and the Parties will waork in good faith to

agree on the RCLD Purchase Price prior to January 15, 2015.

73.3 In the event the Parties are unable to agree on the RCLD Purchase Price
and are therefore in dispute as to the RCLD Purchase Price as of Jenuary 15,
2015, the ameunt to be deposited as the RCLD Purchase Price pursuant to
Section 7.4 shall be the midpoint between the estimate derived by Graham and the
estimate derived by Safford, but in no event shall such amount be less than
$950,000 nor greater than $1,250,000.

734 If the midpoint is nsed for the deposit and either Pacty is dissatisfied with
using the midpoint as the RCLD Puschase Price, either Party may refer the
derivation of the RCLD Purchase Price for resolution pursmant to the dispute
tesolution process set forth in Section {1, with the arbitrator(s) required to resolve
the final RCLD Purchase Price prior to the Final Transfer Date,

74 No later than January 15, 2015; Safford shall deposit into an escrow account at a
bank, escrow compeny, ar other similar institution of Safford’s choice, the RCLD
Purchase Price for the Final Transfer Facilities determined pursuant to Section 7.3. Any
inteyest accumulated in the eserow account priot w the Final Transfer Date shall belong
1o Safford, and each Party shall pay half of any eserow or related costs, charges, or fees.
Any amount of such deposit not needed as part of the final RCLD Purchase Price shail be

IR
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refunded to Safford at the close of the sale of the Final Transfer Facilitizs. Any
deficiency in the amount of the funds deposited with respect to the final RCLD Purchase
Price shall be paid by Safford to Grabam at the closing of the sale of the Final Transfer

Facilities.

75  On or before January 15, 2015, Graham shall file appropriate requests wnh _the
ACC, the CFC, and any other holder(s) of liens on the Final Transfer Facilities,
requesting (i) approval of the transfer to Safford of title to the Final Transfer_ I:Tgcilities,
(i) release of any and all liens made by Graham on the Final Transfer Facilities, and
(iti) authority to discontinue retail electric service to the affected customers as of the
Final Transfer Date, Graham shall use reasonable efforts to obtain approval by the ACFJ,
CFC, and any such licnholder prior to the Final Transfer Date. Safford agrecs to assist
Graham in obtaining such approvals by providing = letter and testimony in support of the
approvals, if testimony is requested by Graham or the ACC, at Safford’s own expense,

76  In the event, for any reason, Grabam has not obtained approval from the ACC,
CFC, or any other person or entity holding a lien made by Graham on the Fina} Transfer
Facilities prior to the Final Travsfer Date, Grahat shall pay Safford a fee equal the
product of a rate (in Dollars per kWh) equal to the then current wheeling rate (in Dollars
per kWh), multiplied by all monthty retail electric sales in kWh of Graham’s custorer
accounts, starting January 1, 2016 for customers served by the Final Transfer Facilities
and any customers served pursuant to Section 4.4 and Section 4.5.

7.7  Such payments to Safford shall continue until Graham obtains approval from the
ACC, CFC, or any other lienholder, or, in the event of CFC or other lien-holder approval
delay, Graham provides an alternative to lien release satisfactory to Safford and Graham,

such as collateral or imdemnity.

7.8 Within ten (10) days after Graham provides netice that it has either obtained the
approvals and releases required by Section 7.5 or that it bas provided satisfactory
alternatives as described in Section 7.7, but not sooner than the Final Transfer Date,
Safford and Graham shall notify the escrow agent of the final RCLD Purchase Price
pursuant to Section 7.3 and shall close the sale of the Final Transfer Facilities, The form
and substance of any transfer documentation for the tramsfer of Final Transfur Facilities
shall be reasonably satisfactory to both Parties and shall wament that such facilities and
associated real property interests are being conveyed free and clear of any monetary liens.

8. ACC APPROVAL TO MODIFY GRAHAM™S CC&N,

8.1  Within 120 days afier execution of this Agreement, Grabam shall file with the
ACC, and shall then diligently prosecute, an application to modify its CC&N to exclude
from its service territory the Safford Service Atea. In the application process, Graham
will also notify the ACC of the reservations and provisions herein refating principally to:
(i) Greham’s continuing service in the periods prioe to the Initial Transfer Date and Final
Transfer Date; (ii) the tansfor of the Initial Transfer Facilities and Final Transfer
Facilitics; and (iif) the interim service arrangements described in Section 4.

N AL EL
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82  Safford shall assist Graham in obtaining this ACC upproval by providing, at
Safford’s sole expense, a letter and testimony in support of such -ACC approval, i
requested by Graham or the ACC.

2.3  If reguested by the ACC, Safford agrees to provide a legal description of the
Safford Setvice Area at its expense. : ,

8.4 If requested by the ACC, the Parties shall work coeperatively to provide a
description of the areas served by Graham with the Initial Transfer Facilities and the

Fina] Transfer Facilities,

85 I the ACC has not by written order approved such medification to Grsham’s
CC&N by June 30, 2010, the Parties wili cooperate and work together for an additional
180 day period to attemnpt to resolve any issues or CODEETns the ACC may have raised
and/or 1o otherwise effectuate ACC approval of modification to the CC&N. If, by the
end of that sdditional 180 day period, the ACC has net by wriiten order approved
modification to Grehany’s CC&N, and the Parties bave not otherwise agreed to Farther
extend the period to continus working to_achieve ACC approval, the 1946 Agreement

~ill sgain beGstne effective and reingtated.

86 In the event the 1946 Apreement becomes effective and reimstated pursusnt fo
Section 8.5, the Parties agree to inform the Graham County Superior Court n the
Lawsuits of such reinstatement, and either Party may petition the Court to resmne its
proceadings in the Lawsuits. In the event the 1946 Agreement becomies effective and
reinstated pursuant to Section 8.5, the Parties hercby agree that any applicable statute of
lirnitations, statute of repose, or other applicable time limitation governing or relating to
any of the claims or causes of actiort that were or could have been raised in the Lawsuits
or that relate to the subject matter of Uris Agreement, shall be and hereby are tolled and
shell ot expire until two years after the date the 1946 Agreement becomes effective and
reinstated, ‘

8.7  If and when the ACC approves the modification to Grahem’s CC&N pursuant to
Section 8.1, the Parties will promptly take such actions as are necessary to have the
%awsuits dismissed with prejudice, with sach Party to bear its own costs and attorneys’
Bes.

9. CONDITION OF AND RESPONSIBILITY FOR THE TRANSFER FACILITIES.

9.1  Each Party shall accept the Injtial Transfer Facikities, the Final Transfer Facilities,
and any other facilities transferred pursuant to Section 5, and the associated conveyed
real property itterests, AS IS and WHERE IS, a5 of the Initial Transfer Date, the Final
Transfer Date, and the date of trapsfer of other facilities pursuamt to Section J,
respectively; provided that the conveying Party shall maintein its facilities that are subject
to sale and transfer hereunder in accordance with standard utility practice in the period
ptior to the sale and transfer of any such facilities. '

wm@g -
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92  Whenever any facilities and respective associated real property interests are
transferred and conveyed pursuant to Sections 5, 6, and 7, the selling Pa.rty' shall no
longer hold any right, title, or interest in such transferred facilities and associated real

property inferests.

93  Futther, whenever any facilities and respective associated real property interests
are transferred and conveyed putsuant to Sections 5, 6, and 7, the purchasing Party shall
then be solely respopsible for: (i) providing electric service to the customers connected
to such transferred facilities, and (ii) all right, title, intercst, operation, mamtenance, and
disposition of such transferred facilities and associated real property interests.

10. EASEMENTS.

10.] The Parties agree that easements required by a requesting Party from the other
Party to enable the requesting Party to perform in accordance with the provisions of this
Agreement shall be made available to the requesting Party without undue cost or delay by
the other Party. Bach Party agrees to be reasonable within standard utility practice with
respect to the locations it requests for such easements in the service territory of the other

Party.

10.2 Any easement that has been granted by & Party to the other Party shail not be set
aside by the granting Party so long as the other Party requires such easement to provide
electric service in its service territory pursuant to this Apreetnent.

11. ALTERNATIVE DISPUTE RESOLUTION.

111 Any question, dispute, or controversy (a “dispute”) arising out of or related to the
terms and/or subject matter of this Agreement shall be submitted in writing by the
Authotized Representative of the disputing Party to the Authorized Representative of the
other Party. The Autharized Representatives shatl attempt to resolve any such dispute
within fifteen (15) days of such submittal and presemtation.

112 In the event the Authorized Representatives are unable to resolve the dispute
within such fifteen (15) days, such dispute shall be submitted by the disputing Party to
arbitration and resolved in accordance with the atbitration pocedures set forth as follows:

112.1 The Authorized Representatives shall attempt to agree on the selection,
retention, and appointment of a single neutral independent arbitrator with
expertise in the arca of the dispute, within ten (10) business days afier expiration
of the fifteem (15) day resolution period in Section 11.1 above. The cost of such
yingle arbitrator shall be shared equally by the Parties. If the Parties fafl to agree
upan a single arbitrator within that ten (10) business day period, each Party shall
choose one arbitrator within the next five (5) business days who shall sit on a
three (3) member arbitration panel. Safford shall retsin and provide one arbitrator
at its sole expense and Grahum shall retain and provide ome arbitrator at its sole
expense. Those two arbitators shall seleot and retain a third independent
arbitrator, who shall chair the arbitration panel. Themtpmsczreiawdwihcthird
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independent arbitrator shall be shared equally by Safford and Greham. In either
case, the arbitrators shall not have any current or past substamtial busin-ess or
financial relationships with anry Party to the arbitration (except prior arbitration).

11.2.2 The arbitrator{s) shall conduct an arbitration of the dispute within twenty
(20) days after appointment (or such shorter or longer time as agreed upon by the
arbitrator(s) and approved hy the Parties). The arbitrator(s) shall provide each of
the Parties with the opportmity to be heard and, except as otherwise provided
herein, shall generally conduct the arbitration in accordance with the Comumercisl
Arbitration Rules of the American Arbitration Association and applicable
substantive law. Except to the sxtent it would be contrary to or inconsistent with
the provisions herein, the provisions of AR.S. §§ 12-1501 et seq. shall apply. If
there is a three member panel rather than a single arbitrator, the powers of the
arhitrators, including the power to issue rulings on the merits of the dispute, may

be exercised by a majority.

11.2.3 Unless otherwise agreed by the Parties, the arbitrator(s} shall render a
decision within thirty (30) days following the arbitration, and shall notify the
Parties in writing of such decision and the rzasons for it, but without the necessity
of detziled findings of fact and conclusions of law. In the discretion of the
arbittator(s), the ruling may include an award of the prevailing Party’s costs and
reasonzhle attomeys’ fees ageinst the other Party. The decision of the
arbitrator(s) shall be fina) and binding on the Parties, and judgment on the award
may be entered in any court having jurisdiction. The decision of the arbitrator(s)
may be opposed or modified in accordance with and for the reasons set forth in
ARS. §§ 121512 and 1513. |

12, SPECIFIC PERFORMANCE.

In addition to such other remedies as may be available under applicable law, the Parties
acknowledge that the remedies of specific performance and/or injunctive relief shall be
available and proper through an arbitration procesding pursvant to Section 11 in the event
any Party fails or refuses to perform its duties hereunder, :

13, AUTHORITY FOR THIS AGREEMENT,

13.1 Graham and Safford each represent and warrant that the person signing this
Agreement on its behalf has full authority to execute this Agreement, and thet it has taken
all action necessary or uppropriate under applicable law and the organizational
documents of such Party to make this Agresment the valid and binding obligation of such
Party, enforceable in accordance with its terms.

13.2 Greham represents and warrants that it is an Arizona non-profit elestric
cooperative that was incorporated in 1945 and is duly formed, validly existing, and in
good standing pursuant to the laws of the State of Arizone and the full power and
authority to enter into this Agreement. /gﬂ Q
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13.3  Safford represents and warants that it is an Arizona municipal corpotation duly
formed, validly existing, and in good standing pursuant to the laws of the State of
Arizona and has the full power and authority to emter into this Agreement.

14, ENTIRE AGREEMENT.

Together with the contempotaneously execited Wheeling and Transmission Agreement,
this Agreement constitutes the entire agreement between the Parties with respect to the -
subject mattet hereof, and may be modified enly by a written instrument signed by the
parties hereto.

15.  EXHIBITS.

Each Exhibit identified in and attached to this Agreement is hereby incorperated in and
made a part of this Agreeraent as if set forth in its entirety wherever referenced in this
Agreement, and may be modified or replaced by a substitate Exhibit only upon the
mutusl agreement of both Parties evidenced by their signatures on the substitute Exhibit
together with identification of the prior Exhibit and the effective date of substitution.

16. COOPERATION IN TRANSFER OF RECORDS AND SERVICE.

Each Party shall promptly caoperate with the other Party in all reasonable respects to
provide for a smooth and uninterrupted transition of eleciric service to each customer
affected by this Agreement, incloding without limitation by providing the other Party
customer lists, addresses, billing information, load histories, and other relevant account
information necessary or convenient to facilitate the accurate identification of all
customers affected, the delivery by the Parties of notices of the transition, and the
provision of coptinwed and uninterrupted electric service to all such customers.

17.  'NOTIKCES.

Any notice or other witien communication to or upon Safford or Graham pursuant to this
Agresment shall be deemed properly made and received if made in writing and addressed
to the person(s) and address(es) for Safford and Graham set forth below, and sball be
effective (i) three days afler it is deposited and post-martked with the United States Postal
Service, postage prepaid, return receipt requested, or (if) upon hand delivery:

If to Graham:

~ General Manager J
Grabam County Electric Cooperative, Inc. _ %

2 West Center Strect
Pima, Arizona 85543

TN

‘ .
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With & copy to:

Michael M. Grant

Gallagher & Kennedy, P.A.

2575 East Camelback Road # 1100
Phoenix, Arizona 85016-9225

If to Safford:
City Manager
City of Safford

717 Main Street
Safford, Arizona 85548-0272

With copies to:

City Attorney

City of Safford

717 Main Street

Safford, Arizona 85548-0272

E.R. Saline & Associates
160 North Pasadena, # 101
Mesa, Arizona 85201-6764

Routine correspondence regarding mutual discussions, negotiations, deliberations,
transactions, or operations may be made by electronic mail, facsimile, telephone, or such
ather means as the Parties may mutually determine from time to time in furtherance of
efficient, effective, and cooperative communication.

UNCONTROLLABLE FORCES.

No Party shall be considered to be in default in the perfonmance of its obligations
bereunder when a delay in or failue of performance shall be due to an Uncontrollable
Force. The tetm "Uncontrollable Force™ shall mean any cause beyond the reasonable
control of the Party affected, which by exercise of due diligence such Party could not
reasomably have been expected to avoid, and which by exercise of due diligence it shall
be unable f overcome, including but not restricted to failure of facilities, flood,
earthquake, stonn, fire, lightning, epidemic, war, rot, civil disturbance ot disobedience,
labor dispute, shortage of labor, fuel, transportation, or materiel, sabotage, regulation ar

sestriction imposed by governmental or lawfully established authority, or restraint by

court order or public authority. Nothing contained herein shall be construed o require a
Party to settle any strike or labor dispute in which it may be involved. Any Party that
fails to fulfil any of its obligations hereunder by reason of an Umncontrallable Force shall
give prompt notice, followed by written notice of such fact to the other Party and an
estimate, if possible, of when the Party claiming the Uncentrollable Force believes in
good faith that the Uncontrollable Force will end and that performance will resume. The
Party claiming the Uncontrollable Force shall exercise due diligence to resumye the

performance of such obligation(s) with all reasonable dispatch. 4 % Z
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19.  BINDING ON SUCCESSORS AND ASSIGNS.

1t is intended that all of the provisions of this Agreement shall inure to the benefit of and
shall be binding upon the Parties hercto, their legal representatives, successors, and
assigns, Neither Party shall transfer or assign all of any portion of its rights or
obligations under this Agreement without the prior written consent of the other Party,
which consent shall not be unreasonably withheld or delayed.

20.  TIME OF THE ESSENCE.

Time is of the essence with respect to the performance of all terms, covenants,
conditions, and provisions of this Agreement. If the date or deadline for any notice, act,
or gvent required or contemplated by the terms of this Agreement falls on & Saturday,
Sunday, or legal heliday, such date or deadline shall continue over to the next following

day that is not a Saturday, Sunday, or legal holiday.

21.  COOPERATION.

The partics hereto shall execute, acknowledge, and deliver such other instruments ahd
documents as may be necessary or appropriate to carry out the full intent zod.putpose of
this Agreement. :

22, ARIZONA LAW GOVERNS.

This Agreement and the rights of the parties hereto shali be interpreted, governed, and
constreed in accordance with the laws of the State of Arizena.

23,  WAIVER.

Either of the parties shall have the tight to excuse or waive performance by the other
party of any obligetion under this Agreement by a writing signed by the Party so
excusing or waiving. No delay in exercising any right or remedy shalt constitute a waiver
thereof, and no waiver by either Party of the breach of any provision of this Agreement
shall be construed as a waiver of any preceding or succeeding breach of the same or any
other covenant or condition of this Agresment.

24, COUNTERPARTS.

This Agteement may be executed in any mumber of counterparts, each of which shall be
an original, but all of which shall constitute one and the same instrument.

25. TERM.

This.Agreemm shall continue and renmin in effect in perpetuity, unless and until it is
modified or terminated by mutual written agreement of the Parties.

- L xL
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26, INTERPRETATION.

This Agreement is the result of negotiations between the Parties and, accordingly, shall

not be construed for or against any Party regardless of which entity drafted this
Agreement or apy portion thereof.

27. CONFLICT OF INTEREST.
Notice is hereby given of the provisions of AR.S. § 38-511.

IN WITNESS WHEREOF, the City of Safford and Graham County Electric Cooperative, Im_:.
have caused this Territorial Settlement Agresmient to be executed, attested, snd delivered by their

respective duly authorized executives.

CITY OF SAFFORD
By: @/\/ % %/"_ﬂ Date: 1& !H !Dﬁ)

X7 Y ) |

Name: ?@Mﬂw M GrEen
Tige:  MAYR ATTEST By:

City Clerk

APPROVED AS TO FORM:

[ 4

By:

Moyes, Sellers & Sims,
Special Qutside Counsel
GRAHAM COUNTY ELECTRIC COOPERATIVE, INC.

By: %WMW Datee - /-0 F

Name: JoLfnm (7 P63 ERT e

Title: 2 CRENT ATTEST By: M

ey
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EXHIBIT “A”
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EXHIBIT “B”

DOCKET NO. E-01749A-09-0185

GRAHAM COUNTY ELECTRIC COOPERATIVE, iNG.

DOCKET NO. E-01749A-09-0185

AREA TO BE TRANSFERRED TO CITY OF SAFFORD
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DOCKET NO. E-01749A-09-0185

_EXHIBIT “B”

SERVICE BOUNDARY DDESCRIPTION:

A boundary description for the Municipal Electric Utility Service Arca of the City of
Safford, Arizona, encompassing all or portions of Sections 5, 6, 7, 8, 9, 16, 17, 18, 19, 20,
29, 30, Township 7 South, Range 26 East AND Sections 12, 13, 24, Township 7 South,
Range 25 East, all of Gila and Salt River Meridian, Graham County, Arizons, said

boundary being more patticularly described as follows;

COMMENCING at the Northwest corner of said Section 6;

‘Thence South 00° 02° 48" West, along the West line of said Section 6, a distance of

2,239.79 feet to a point of intersection of said West line and the approximate centerline of
the Gila River being a curve concave to the Northeast and the POINT OF BEGINNING

of said boundary;

Thence Southeasterly along said Gila River approximate centerline, being a curve to the
left, - having a chord bearing of South 66° 56" 09” East, a distance of £,564.66 feet, a
radius of 10,856.29 feet, and a central angle of 35° 117 49” for an arc distance of 6,609.03

feet:

Thence continue along said centerline South 82° 37’ 14" East, a distance of 4,534.80 feet
to & point of curvature of a curve concave to the Southwest;

Thence Southeasterly along said centexline, along said curve to the right, having a cheord

- bearing of South 56° 44’ 257 East, a distance of 4,543.12 feet, a radius of 5,508.17 feet,

and a central angle of 48° 42’ 40” for an arc distance of 4,682.88 fect to the northeast
corner of the current City of Safford City Limit boundary, and the Center-East Sixtesnth
Comer of said Section 9;

Thence Iéaving said Gila River centerline, South 00° 02’ 13” East, along the eastern City -
of Safford’s City Limit boundary, being adjacent to the East Sixteenth line of said
Sections 9 AND 16, a distance of 5,278.64 feet to a point of intersection with the Union
Canal being the Center-East Sixteenth Corner of said Section 16; '

CITY OF SAFFORD — GEOMATICS DIVISION WORKORDERNO:  09-0181
10430-13/2135607 Cr PAGE 1 OF 9 4
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DOCKET NO. E-01 749A-09-0185

EXHIBIT “R?

Thence along said Union Canal, North 89° 38" 26" West, along the East-West Mid--
section line of said Sectionl6, a distance of 3,921.38 feet fo the West Quarter Comer of
sexd Section 16;

Thence South 00°.15° 29" West, along the East line of said Sectlon 17 a digtance of
2,635.04 feet to the Southeast corner of said Section 17,

Thence South 00° 14° 30” East, along the East line of said Section 20, being adjacent to
Welker Lane, a distance of 4,905.90 feet to a point of intersection with the approximate

centerline of the Highline Canal;

Thence along said Highline Canal approximate centerline the following twenty-cight (28)

COULSES:

Thence North 75° 56° 45” West, a distance of 68.33 feet to a point of curvature of a curve
concave to the Southwest;

Thence Northwestetly, along said curve to the loft, baving a chord bearing of North 79°
33°.45” West, a distance of 73.48 feet, a radius of 397.86 feet, and a central angle of 10°
35" 50 for an arc distance of 73.59 feet to 2 point of curvature of a curve concave to the

Southwest;

Thence Northwesterly, along said curve to the left, having a chord bearing of North 80°
327 16" West, a distance of 75.19 feet, a radius of 3,328.84 feet, and a central angle of
01° 17° 39” for an arc distance of 75. 19 feet to a point of curvature of & curve concave te

the Southwest;

Thence Northwesterly, along said curve to the left, having a chord bearing of North 81°
38’ 03” West, a distance of 163.39 feet, a radius of 1,186.43 feet, and 'a central angle of
07° 53° 477 for an axc distance of 163.51 feet to a point of curvature of a curve concave

1o the Northeast; -

Crry OF SAFFORD — GEOMATICS DIVISION WORK ORDER NO:  09-0181
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DOCKET NO. E-01749A-09-0185

EXI_]I‘BIT 4‘B” -

Thence Northwesterly, along said curve to the right, having a chord bearing of North 73°
18’ 03" West, a distance of 59.56 feet, a radivs of 248 .98 feet, and a ceniral adgle of 13°
44" 24" for ap arc distance of 59.71 feet to a point of curvature of a curve concave to the

Southwest;

Thence Northwesterly, along said curve to the left, having a chord bearing of North 67°
15" 30" West, a distance of 172.18 feet, a radius of 727.86 feet, and a cehiral angle of 13°
35’ 07 for an atc distance of 172.58 feet to a point of curvature of a curve concave to the

Northeast;

Thence Northwesterly, along said curve to the right, having a chord bearing of North 62°
56° 58" West, a distance of 150.54 feet, a radius of 837.99 feet, and a ceniral angle of 10°
18° 24” for an atc distance of 150.74 feet to a point of curvature of a curve concave 10 the

Southwest;

Thence Northwesterly, along said curve to the left, having & chord bearing of North 61°
14® 34" West, a distance of 88.94 feet, a radius of 364.17 feet, and 2 central angle of 14°
01’ 41” for an arc distance of 89.16 feet to a point of curvature of a curve concave to the

Northeast;

Thence Northwesterly, along said curve to the right, having a chord bearing of Horth 59° -
36’ 04 West, a distancé of 82.68 feet, a radius of 160.87 feeft, and a central angle of 29°
46° 58" for an arc distance of 83.62 feet to a point of curvature of a curve concave to the -

Southwest;

Thence Northwesterly, along said curve to the left, having a chord bearing of North 46°
35° 02" West, a distance of 291.92 feet, a radius of 675.72 feet, and a central angle of 24° -
56’ 56” for an arc distance of 294.24 feet to a point of curvamre of a curve concave to the'
Mortheast;

CITY OF SAFFORD — GEOMATICS DIVISION . WORK ORDER NO:  09-0181
10430-13/2135607 PAGE 3 O) 9 .
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DOCKET NO. E-01749A-09-0185

' EXHIBIT “B”

Thence Northwesterly, along said curve to the right, having & chord bearing of North 50°
06® 45" West, a distance of 154.39 feet, a radius of 1,204.59 feet, and a central angle of
06° 50° 14" for an arc distance of 154.48 fect to 2 point of curvature of a curve concave .

to the Southwest;

Thence Northwesterly, along said curve to the left, having 2 chord bearing of North 85°
53 24” West, 2 distance of 116.27 feet, a radius of 87.40 feet, and a central angle of 83°

- 23° 24” for an arc distance of 127.21 feet;

Thence South 39° 34” 23" West, a distance of 197.30 feet to a point of curvature of 2

curve concave to the Northwest;

Thence Southwesterly, along said curve to the right, baving a chord bearing of South 64°
17° 24” West, 2 distance of 41.62 feet, a radius of 51.38 feet, and a central angle of 47°

47f 16" for an arc distance of 42.85 feet;

Thence North 85° 24° 00” West, a distance of 60.61 feet to a point of curvature of a cuUIve
concave to the Northeast; '

Thence Northwestetly, along said curve to the right, having a chord bearing of North 36°
38’ 44 West, a distance of 70.97 feet, a radius of 53.76 feet, and a central angle of 82°
37 02” for an arc distance of 77.52 feet;

. Thence North 04° 42° 8” East, a distance of 59,23 feet to a point of curvature of a curve
concave to the Southwest;

Thence Notthwesterly, along said curve to the left, having a chord bearing of North 27°
34 28" West, a distance of 70.51 feet, a radius of 104.10 feet, and a central angle of 39°
35* 27" for an arc distance of 71.93 feet to a point of curvature of a'curve concave to the

Scouthwest;

. CITY OF SAFFORD — GEOMATICS DIviISION . WOREK ORDEé‘No: 09-0181
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DOCKET NO. E-01749A-09-0185

EXH_IBIT “B!l‘

Thence Northwesterly, along said curve to the left, having a chord bearing of North 57°
05 41 West, a distance of 140.61 feet, a radius of 208.76 feet, avd a ceniral angle of 39°
21 45" for an arc distance of 143.42 feet to a point of curvature of a curve concave to the

Northeast;

Thence Northwestetly, along said curve to the right, having a chord beating of North 57°
55° 34" West, a distance of 61.47 feet, a radius of 81.24 feet, and 2 ceptral angle of 44°

27 19" for an arc distance of 63.03 feet;

Thence North 40° 12° 21 West, a distance of 76.38 feetto a point of curvature of 4 curve

concave to the Southwest;

Thence. Notthwesterly, along said curve to the left, having a chord bearing of North 66°

22° 14" West, a distance of 60.64 feet, a radius of 66.96 feet, and a central angle of 53°

50? 39” for ap arc distance of 62.93 feet to a point of curvature of a curve concave to the
Northeast;

Thence Northwesterly, along said curve to the right, having a chord bearing of North 85°
06’ 53" West, a distance of 81.55 feet, a radius of 384.94 feet, and a central angle of 12°
09" 37 for an arc distance of 81.70 feet to @ point of curvature of a curve concave to the
Southwest; ‘

Thence Northwesterly, along said curve to the léft, having a chord bearing of North 85°
27" 18” West, a distance of 99.14 feet, a radius of 701.53 feet, and a central angle of 08°
06’ 13” for an arc distance of 99.22 feet to a point of curvature of a curve concave to the
Northeast, - '

Thence Northwesterly, along said eurve to the right, having a chord bearing of North 83°
38* 43" West, a distance of 112,93 feet, a radius of 483.08 feet, and a central angle of 13°
25" 31” for an arc distance of 113.19 feet to a point of curvature of & curve concave to the
Southwest; . '

CITY OF SAFFORD — GEOMATICS DrvisSion WoRK ORDER NO;  09-0181
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DOCKET NO. E-01749A-09-0185

'EXHIBIT “B™

Thence Norihwesterly, along said curve to the Jeft, having a chord bearing of North 78°
54 49” West, a distance of 161.39 feet, a radius of 957.47 feet, and a central angle of 09°
40° 09 for an arc distance of 161.58 feet to a point of curvature of a curve concave 10 the

Northeast;

T‘hence Northwesterly, alohg sajd curve to the right, having a chord bearing of North 80°
10" 51" West, a distance of 109.94 feet, a radius of 338.75 feet, and a central angle of 18°
407 43" for an arc distance of 110.43 feet to a point of curvature of a curve concave to the

Southwest;
Thence Nortﬁwestetly, along said curve to the left, having a chord bearing of North 74°

30° 26” West, a distance of 212.44 feet, a radius of 2,508.66 feet, and a central angle of
. D4° 51° 13" for an arc distance of 212.51 feet o a point of intersection of the H_tghhne

Capal with the North-South Mid-section line of said Section 20;
~ Thence leaving smd Highline Canal, South 00° 03' 08” East, along the North-South Mid- .

section line of said Sections 20 AND 29, being adjacent to Arizona State Higbway 181, a
distance of 1,802.19 feet to a point on the City of Safford’s southern City Limit

boundary;

Thence along sa.id southerﬁ City .Limit boundary the following eighteen tI 8) courses:
Thenee South 8§° ;7’ 277 West, a distance of 202.49 feet;

'fhe;ace Southl 00° 14’ 08” East, a distance of 199.51 feet;

Thcnce Saﬁth éQ“ 47" 28" West, a dis;tancc of 198.50 feet;

" Thence South 00° 14’ 12" East, a distance of 225.48 feet;

Thence s@m 89° 47° 30" West, a disténce of 525,00 feet:

‘Thence South 60° 14’ 10" East, a distance of 371.78 feet; .

CITY OF SAFFORD - GEOMATICS DIVISION : o WORE ORDER ND: 090181
10430-13/2135607 A PAGE 6 OF & .
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DOCKET NO. E-01749A-09-0185

© EXHIBIT “B”

Thence South 89° 55° 45" West, along the North Sixteenth line of said Section 29, a
distance of 1,704.61 feet; .

Thence North 00° 07° 49” West, along the West line of said Section 29, a distance of
1,317.71 feet; ’

Thence South 89° 47° 18” West, along the South line of said Section 19, a distance of
2,615.75 fect; -

Thence South 00° 17° 29” East, a distance of 8.8-8,feet; "
Thetce North 89° (9’ 06” East, a distance of 164.12 fest;
Thence Sawuth 80° 57° 10” East, a distance of 1,577.26 feet;
Thence South 41° 50’. 05~ West; a distance of 1,426.59 feet;
Thence South 89° 557 457 Wr-:;st, a; distance of 110.00 feet;
Thence South 00° 10° 25” East, a distance of 1,322.07 feet;

Thence South 89° 52° 51” West, along the East-West Mid-section line of said Section 30.
a distance of 1,927.11 feet; ' ' o

Thence North 00° 067 117 East, along the West Sixteenth line of said Section 30, a
distance of 2,589.18 feet; ‘

Thence South 89° 47° 58" West, a distance of 1,322.45 feet to a point of intersection of
said southem City Limit' boundary with the City of Safford’s western City Limit
boundary; . g

CITY OF SAFFORD — GEOMATICS DTVISIoN T WORK OMSER No;  09-0181
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DOCKET NO. E-01749A-09-0185

EXHIBIT “B”

~ Thence along said western City Limit boundary the following thirteen (i 3) courses:

Thence North 00° 02° 56" East, being adjacent to Twentieth Avenue, a distance of
3,742.22 feet;

Thence North 65° 417 15” West, a distance of 1,839.19 feet;
Thence South 82° 18’ 45” West, a distance of 924,50 feet:

Thence North 00° 06’ 09” East, along the North South Mid-section hine of said Sections
13 and 24, a distance 0f 4,917.39 feet;

Thence South 89° 52° 58" East, along the Nonh Sixteenth line of said Section 13, a
distance of 2,634.80 feet;

Thence North 00° 07° 217" East, along the West line of said Sections 7 and 18, being
- adjacent to Twentieth Avenue, a distance of 3,011.82 feet to a point of intersection of
said West line and the South Right-of-Way line of Arizona State Highway 70 being a
curve concave to the Northeast;

Thence Northwesterly along said South Right-of-Way line, along said curve to the fight,
baving a chord bearing of North 52° 13’ 32" West, a distance of 612.03 feet, a radius of
3,695.58 feet, and a central angle of 09° 2%° 59” for an arc distance of 612.73 feet;

Thence leaving said South Right-of-Way line, North 00° 25° 52” East, a distance of
'1,864.49 feet; '

' Thence North 73° 40° 50 Easf, s distance of 44.93 feet;
Thence North 79° 117 35” East, a distsnce of 106.30 feet;

Thence North 86° 49° 49" East, a distance of 140.00 feet; '

CITY OF SAPFORD ~ GEOMATICS DIVISION : : WORK ORDER NO:  09-0181
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DOCKET NO. E-01749A-09-0185

EXHIBIT “B”

Thence South 89° 21° 17” East, a distance of 184.00 feet;

Thence North 00° 03 53" East, along the West line of said Sections 7 and 18, a distance
of 1,304.25 feet; ~

it boundary, Nor._;hAOO" 02° 46" East, along the

Thence leaving said western City L. ;
; the POINT OF BEGINNING.

West line of said Section 6 a distance of 2,962.02 feet to

E ' : : WORE OxDEs Wo: 990181
0N '
(¥ F SAFFORD ~ GERATICS 4 PAGESOF 9 -
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DOCKET NO. E-01749A-09-0185

EXHIBIT “C”
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DOCKET NO. E-01749A-09-0185

EXHIBIT “C”
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