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The City of Phoenix hereby files the Surrebuttal Testimony of Allen Eneboe, Andy

Terrey and Denise Olson.

RESPECTFULLY SUBMITTED this 11™ day of October, 2011.

Original and 13 Copies of the
foregoing hand delivered this
11™ day of October, 2011 to:

Docket Control

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

Administrative Law Judge
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

Coﬂ?ies of the foregoing mailed this
117 day of October, 2011, to:

Thomas M. Broderick
Arizona-American Water Company
2355 W. Pinnacle Peak Road, Suite 300
Phoenix, AZ 85027

Craig A. Marks

10645 N. Tatum Blvd., Suite 200-676
Phoenix, AZ 85028

Attorney for Arizona-American
Water Company

GARY VERBURG, City Attorney

ByW\K QQ/VM

CYNTHIA S. CAMPBELM
Assistant City Attorney

200 W. Washington, Suite 1300
Phoenix, Arizona 85003-1611
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Lawrence V. Robertson, Jr.
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Chief Counsel
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Larry Woods
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Brownstein Hyatt Faber Schreck, LLP
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W. R. Hansen
12302 W. Swallow Drive
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Greg Patterson

Water Utility Association of Arizona
916 W. Adams, Suite 3
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Andrew M. Miller, Town Attorney
Town of Paradise Valley

6401 E. Lincoln Drive

Paradise Valley, AZ 85253

Desi Howe

Anthem Golf and Country Club
2708 W. Anthem Club Drive
Anthem, AZ 85086

Norman D. James
Fennemore Craig, PC
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Joan S. Burke

Law Office of Joan S. Burke
1650 N. First Avenue
Phoenix, AZ 85003

Philip H. Cook
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Larry D. Woods
15141 W. Horseman Lane
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Marshall Magruder
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SURREBUTTAL TESTIMONY
OF
DENISE M. OLSON
REGARDING STAND-ALONE REVENUE REQUIREMENTS
AND RATE DESIGNS
FOR THE ANTHEM WASTEWATER DISTRICT
ON BEHALF OF
THE CITY OF PHOENIX
OCTOBER 10, 2011

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Denise M. Olson. My current business address is City of Phoenix, Water

Services Department, 200 West Washington, gt Floor, Phoenix, Arizona 85003.
WHAT IS THE PURPOSE OF YOUR SURREBUTAL TESTIMONY?

The purpose of my surrebuttal testimony is to address issues that were raised in the
rebuttal testimony of Sandra L. Murrey of Arizona-American Water Company
(“Arizona American™) as well as others on behalf of RUCO and Commission staff

regarding establishment of a stand-alone rate base for .

PLEASE DESCRIBE YOUR EDUCATION, EXPERIENCE AND CURRENT
POSITION WITH THE CITY OF PHOENIX.

I am a Deputy Finance Director for the City of Phoenix, responsible for financial

- planning and reporting for the water and wastewater enterprise funds. I have served

on the American Water Works Associations rates and charges committee and have

over 15 years of experience.
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ARE YOU FAMILIAR WITH THE WHOLESALE WATER/WASTEWATER
SERVICE AGREEMENT (“SERVICE AGREEMENT”) BETWEEN THE
CITY OF PHOENIX AND CITIZENS WATER RESOURCES COMPANY OF
ARIZONA DATED SEPTEMBER 22, 2000?

Yes. The Service Agreement with Citizens Water Resources Company of Arizona
describes the conditions under which wholesale water and wastewater services are
provided between the two utilities. Arizona-American Water Company (“Arizona-
American”) became a party to the Service Agreement when it acquired Citizens Water
Resources Company of Arizona. A full copy of the Service Agreement is attached as

Exhibit A.

IN HER TESTIMONY MS. SANDRA MURREY STATES THAT A COST OF
SERVICE STUDY IS NOT NECESSARY FOR ARIZONA-AMERICAN TO
DESIGN AND IMPLEMENT THE STAND-ALONE REVENUE
REQUIREMENTS AS REQUIRED BY DECISION NO. 72047. DO YOU
AGREE?

No. M’s. Murrey implies that the only purpose of a cost of service study for the rates
charged to Phoenix in this case is to support the general proposition customer rates
should be reasonable. This is incorrect. Pursuant to the Service Agreement, Arizona-
American is required to support a request for a change in the rates charged to Phoenix
with the actual costs Arizona-American pays or incurs for the services it specifically
provides to Phoenix. Arizona-American has made no attempt to provide these actual
costs, but has instead structured a rate design that burdens Phoenix and its customers
with the revenue shortfalls between the rates it charges its retail customers and its

proposed operating budget.

WHY SHOULD PHOENIX BE TREATED DIFFERENTLY THAN ARIZONA-
AMERICAN’S OTHER CUSTOMERS WITH REGARD TO THE RATES IT
PAYS FOR WASTEWATER SERVICES?

3-




o ) i i
w [\S] — o

f—
N

200 W. WASHINGTON, SUITE 1300
PHOENIX, ARIZONA 85003-1611

GARY VERBURG, City Attorney

[y
W

OFFICE OF THE CITY ATTORNEY

16
17
18
19
20
21

22

Phoenix does not ask to be treated differently; however, the City believes it should
pay their fair share of cost for wastewater services. Arizona-American has not
provided the required justification for the rate it proposes for Phoenix, based on the
actual costs of providing wastewater services, as required in the Service Agreement.
The Service Agreement is a comprehensive integrated agreement that provides
numerous exchanges of consideration for performance by both parties. It
encompasses construction and maintenance of infrastructure, transactions for potable,
non-potable and wastewater services, water wheeling services and operation and
maintenance of groundwater recharge and recovery facilities. The parties agreed to
require a demonstration of actual costs of providing wastewater services as a
prerequisite to changing the rates. A cost of service study would show that Phoenix is
not similar to any other type of customer. Unlike Arizona-American’s residential and
commercial customers, Phoenix owns and maintains the delivery point and meter to
Arizona-American. Phoenix constructed and maintains the collection system from its
retail customers to the delivery point. Phoenix is solely responsible for insuring that
its customers meet all of Arizona-American’s pretreatment requirements. Most
importantly, the West Anthem area serviced by Phoenix includes a number of
residential customers as well as some commercial customers. The rate proposed by
Arizona-American that applies only to Phoenix is based on the commercial rate. In
addition, as recognized by Arizona-American, not all potable water used by customers
becomes wastewater, which is reflected in the rate schedule applicable to Arizona-
American’s custdmers which limits the commodity charge based on a “not to exceed”
monthly volume. Neither Phoenix nor its customers has the benefit of the “not to
exceed” monthly metered water volume provided to Arizona-American’s retail
customers, nor is there any consideration given to the infrastructure constructed and
maintained by Phoenix. There is also no evidence regarding the quality or “strength”
of the wastewater delivered to Arizona-American which impacts the cost of
wastewater treatment. These unresolved factors, which would be considered in a cost

of service study, may result in an unfair allocation of revenue sources that provides a

subsidy to the Arizona-American wastewater customers at the expense of the Phoenix
-4-
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wastewater customers. Phoenix acknowledges that the results of a cost of service
study will not necessarily result in a lower rate compared to other customers, but it
does ask that Arizona-American comply with the terms of the Service Agreement so

there is some basis to show Phoenix is paying its fair share.

IS THERE ANY REQUIREMENT IN THE SERVICE AGREEMENT
REGARDING NOTICE?

Yes. As previously mentioned in my testimony and that of other Phoenix witnesses,
the Service Agreement between Arizona-American and Phoenix provides the rate

charged for wastewater services. Section 14.3 of the Service Agreement provides:

Except as otherwise specified in this Agreement, any notice, demand,
request or other communication required or authorized by this
Agreement to be given in writing to a Party must be either (a) personally
delivered, (b) mailed by registered or certified mail (return receipt
requested), postage prepaid, (c) sent by overnight express carrier, or (d)
sent by telecopy or electronic mail . . .

The Service Agreement further requires notices to be sent to the Water
Services Director with a copy to Jesse W. Sears in the City Attorney’s Office.
There is no record that either individual received a notice from Arizona-

American about this rate case.
DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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SURREBUTTAL TESTIMONY
OF
ANDY TERREY
REGARDING PROPOSED WASTEWATER RATE DESIGNS
FOR THE ANTHEM WASTEWATER DISTRICT
ON BEHALF OF
THE CITY OF PHOENIX
OCTOBER 10, 2011

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Andy Terrey. My current business address is City of Phoenix, Water

Services Department, 200 West Washington, 8" F loor, Phoenix, Arizona 85003.

ARE YOU THE SAME ANDY TERREY WHO PREVIOUSLY SUBMITTED -
DIRECT TESTIMONY IN THIS DOCKET ON JUNE 23, 2011?

Yes.
WHAT IS THE PURPOSE OF YOUR SURREBUTAL TESTIMONY?

The purpose of my surrebuttal testimony is to address issues that were raised in the
rebuttal testimony of Sandra L. Murrey of Arizona-American Water Company
(“Arizona-American”) as well as others on behalf of RUCO and Commission staff

and to clarify statements I made in my previous testimony.

PLEASE DESCRIBE THE ANTHEM WHOLESALE
WATER/WASTEWATER SERVICE AGREEMENT (“SERVICE
AGREEMENT”) BETWEEN THE CITY OF PHOENIX AND CITIZENS
WATER RESOURCES COMPANY OF ARIZONA DATED SEPTEMBER 22,
2000 AS IT PERTAINS TO WHOLESALE WASTEWATER SERVICES.

2-
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The Service Agreement with Citizens Water Resources Company of Arizona
describes the conditions under which wholesale water and wastewater services are
provided between the two utilities. Arizona-American Water Company (“Arizona-
American”) became a party to the Service Agreement when it acquired Citizens Water

Resources Company of Arizona. A full copy of the Service Agreement is attached as

‘Exhibit A.

WHY IS PHOENIX ASKING ARIZONA-AMERICAN TO CONDUCT A
COST OF SERVICE STUDY?

A cost of service study must be completed to support the stand-alone revenue
requirements and rate designs for the Anthem Wastewater District as ordered in
Decision No. 72047. Arizona-American has not yet fully complied with the
Commission’s Decision because the proposed wastewater rates for Anthem do not
consider the terms of the Service Agreement between Phoenix and Arizona-

American. Section 8.5.c of the Service Agreement provides:

The Parties acknowledge that the rate described in paragraph (a) may be
altered from time to time by the [Arizona Corporation] Commission
with or without the consent of TreatCo. TreatCo will have the right to
request changes in such rate from time to time, but those requested
changes must be based on changes in actual cost paid or incurred by
TreatCo with respect to providing services pursuant to this Article.

Arizona-American has not provided any evidence of the actual cost paid or incurred it
has incurred in providing wastewater services to Phoenix. Phoenix’s rate was simply
assigned to the commercial rate category even though Phoenix West Anthem’s

wastewater generation is primarily from residential customers. Also, as described

- below, the estimate of the test year volume wastewater generated by Phoenix West

Anthem is flawed.

WHY SHOULD THE PHOENIX-TO-TREATCO WASTEWATER DELIVERY
POINT BE USED TO MEASURE WASTEWATER FLOWS FOR THE
PURPOSE OF WHOLESALE WASTEWATER SERVICE BILLING RATHER

-3-
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THAN THE TREATCO-TO-PHOENIX POTABLE WATER DELIVERY
POINT?

The TreatCo-to-Phoenix Potable Water Delivery Point measures all water entering the
Phoenix West Anthem service area. Not all water used by our customers, however,
becomes wastewater; some water is used for landscape irrigation, swimming pool
uses and other purposes. If the Treatco-to-Phoenix potable water delivery point is
continued to be used, then the rate schedule would need to consider non-sewer usage.
This could perhai)s be done by a billing for sewer based on consumption up to set
maximum volume as is done with the other Arizona American customers. A more
straight forward and accurate approach would be to measure actual sewer flow at the
Phoenix-to-TreatCo Wastewater Delivery Point (a.k.a. the wastewater flume). In
previous discussions between Phoenix and Arizona American, Arizona American has
agreed that it is more appropriate to measure wastewater flows at the wastewater

flume.

IN HER REBUTTAL TESTIMONY, SANDRA MURREY STATES THAT
THERE WOULD BE LITTLE DIFFERENCE BETWEEN THE VOLUMES
BASED ON FLUME READINGS AND THE PROXY OF WATER-METER
READINGS. DO YOU AGREE WITH THIS TESTIMONY?

Since the Phoenix-to-Treatoco Wastewater Delivery Point has not been used for
Wastewater billing up to this point, there has not been much impetus on Phoenix’s part
to ensure that the flume has been properly maintained and calibrated. When we
inspected the flume several months ago we found a significant amount of grit and
debris had built up on the flow channel, which would cause it to read high. The
comparative meter Phoenix installed upstream from the flume that Ms. Murrey
referred to in her testimony confirmed that is indeed the case. This would explain
why the historic flume readings presented by Ms. Murrey are comparable to
Phoenix’s test year water usage. Phoenix is working on correcting the problems at the

flume and expects it to be reading accurately in the near future.

-4-




1]{Q. IS THE PHOENIX TEST YEAR WATER USAGE AN ACCURATE PROXY
OF THE ACTUAL AMOUNT OF WASTEWATER GENERATED BY

? PHOENIX WEST ANTHEM?
3
No, because not all water consumed goes down the sewer. As Ms. Murrey stated in
4 her testimony, estimating sewer flow at 30% of total consumption is a common
5 industry standard. A more accufate estimate, however, might be obtained by using
6 the data recorded by Phoenix’s comparative wastewater flow meter. Since the meter
was installed on April 4, 2011, average measured sewer flow has been 219.5 thousand
! gallons (kgal) per day. Multiply this average daily figure by 365 gives us 80,189 kgal
8 per year, which is about 35% of the test year consumption.

? Q. DOES THIS CONCLUDE YOUR TESTIMONY?
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ANTHEM WHOLESALE WATER/WASTEWATER SERVICE AGREEMENT

AGREEMENT dated as of September __, 2000, between the CITY OF PHOENIX,

ARIZONA, an Arizona nunicipal corporation (“Phoenix™), and CITIZENS WATER

RESOURCES COMPANY OF ARIZONA, an Arizona corporation (“TreatCo™).
RECITALS:

A. Anthem Arizona, L.L.C. {“Develo;)er"), is an Arizona limited liability company that is
the successor by merger to The Villagés at Desert Hills, Inc., an Arizona corporation, and is an
affiliate of Dél Webb Corporation, a Delaware corporation (“*Webb™). Developer is constructing a .
new residential communily in Maricopa County, Arizona, known as Anthem Arizona (the
“Project”). The Project is being constructed pursuant to an approved 5,661-acre Development
Master Plan (DMP 94-6, as may be amended from time to time). The Project area is depicted
generally on Exhibit B.

B. A pottion of the Project, comprising approximately 906 acres and depicted generally on

Exhibit C (the “*Phoenix Area™, is focated within the current geographic boundaries of Phoenix.

C. Citizens Communications Company, a Delaware corporation formerly known as

Citizens Utilitics Compeny (“Citizens™), through subsidiaries and operating divisions, provides

water and wastewater services in the State of Arizona and other jurisdictions. TreatCo and Citizens

Water Services Company of Atizcna, an Arizona corporation (“DistCo”), are wholly-owned

subsidiaries of Citizens.
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D. Webb, Developer, Citizzns, TreatCo and DistCo {the “Anthem Parties) entered into an
agreement regarding water/wastewater infrastructure and services for the Project, dated as of

September 29, 1997, as amended (tke “Infrastructure Agreement”),

E. As required by the Infrastructure Agreement, Webb and Developer have constructed or,
will construct within the Project water and wastewater treatment, distribution and collection
facilities for the Project, including the Phoenix Area.

F. As required by the Infrastructure Agrecment, Citizens, TreatCo and DistCo applied to

the Arizona Corporation Commission (the “Comynission”) for, among other things, issuance to

TreatCo and DistCo of certificates ¢f convenience and necessity to provide water and wastewater
services within the Project, including the Phoenix Area. On June 19, 1998, the Commission granted
the requested certificates of convenience and necessity to DistCo and TreatCo. As required by
Arizona statute, the certiticates pertaining to the Phoenix Aresa were conditioned on obtaining the
consent of Phoenix thereto.
G. Phoenix desires to be the provider of Retail Water and Wastewater Services in the
Phoenix Area.
H. Phoenix and TreatCo dzsire to set forth their mutual expeciations regarding:
i TreatCo's provision of temporary Wholesale Water and Wastewater Services to
Phoenix to facilitate the provision by Phoenix of Retail Water and Wastewater Services for
the Phoenix Area.
ii. Phoenix’s provision of “emergency” and “peak™ Wholesale /Potable Water
Services to TreatCo to facilitate the provision by DistCo of Retail Potable Water Services

for the Project arca other than the Phoenix Area.
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iii, TreaiCo's construction, ownership and operation of certain recharge and
recovery facilities in the Phoenix Area.

iv, TreatCo’s provision of Wholesale Non-Potable Water Services to Phoenix to
facilitate the provision by Phoenix of Retail Non-Potable Water Services for the Phoenix
Area.

I. To facilitate the provision of Retail Water and Wastewater Services within the Phoenix

Area, and to accommodate the desire of Phoenix that the Retail Water and Wastewater Services for

the Phoenix Area be provirded by Phoenix (that is, that such services be provided in a manner

different than the manner coniempla(ed by the Infrastructure Agreement), the Parties desire that:

i Phoenix will be the actual provider of Retail Water and Wastewater Services to
the Phoenix Area.

ii. TreatCo will provide () Wholesale Potable Water Services to Phoenix to enable
Phoenix to provide Retail Poiable Water Services within the Phoenix Area, until Phoenix
has connected the Phoenix Area to the Phoenix Potable Water Treatment Facilities, (b)
Wholesale Wastewater Services to Phoenix to enable Fhoenix to provide Retail Wastewater
Serviées within the Phoenix Area, until Pheenix has connected the Phoenix Area to the
Phoenix Wastewater Treatment Facilities, and (¢) Wholesale Non-Potable Water Services to
Phoenix to enable I"hocnix to provide Retail Non-Potable Water Services within the Phoenix
Area, until Phoenix has corrected the Phoenix Area to the Phoenix Non-Potable Water
Treatment Facilities.

J. To facilitate the provision of water service to the County Area, the Parties desire that:
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i, Phocenix will provide supplemental “emergency” and “peak” Wholesale Potable
Water Services to TrzatCo on completion of an interconnection between the Phoenix
Potable Water Treatment Facilities and the TreatCo System.

ii, TreatCo will pay Phoenix certain amounts for the benefits anticipated to be
derived from %hat.intercoxmec{ion.

i, Phoenix will grant TreatCo certain permits and licenses within the public rights-
of-way and/or public casements in connection with the recharge and recovery facilities of
TreatCo located in the Phoonix Area.

AGREEMENT:
NOW, THEREFORE, the Partics ngree as follows:
ARTICLE I
DEFINITIONS: REPRESENTATIVES; CONDITION PRECEDENT

1.1 Definitions and Interpretations.

Capitalized and other terms used in this Agreement have the meanings set
forth in Exhibit A, unless the term is defined clsewhere in this Agreement and unless the context
requires otherwise. These terms inc’ude the singular and the plural forms of the defined terms.

1.2 Authorized Representetives.

L2.1  Authority 1o Act.

Each Party will designate at least one individual officer or
employee who will be its representative (“Representative™. The Represcntative is authorized to
act on behalf of the Party in perferining the provisions of this Agreement that specifically refer to
that Representative. A Party may designate more than one Representative. The designation may

be changed from time to time. e desiznation must be made in a writing that also (a) contains
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the specimen signature of the designce(s), (b) is signed on behalf of the Party by a duly authorized
ofﬁcer, and (c) is provided to all of the other Parties. The designation may (but is not required to
be) in the form attached as Exhibir D.
1.2.2  No Release.
Each Party is responsible for the acts or omissions of its
Representative(s). The designation of a Representative by a Party does not release the Party
from responsibility for performance of its obligations under this Agreement.

1.3 Condition Precedent; Deadline.

1.3.1  Cance!lation of CC&Ns.

Cancellation by the Commission of the CC&Ns which pertain to
the Phoenix Area and which are held by TreatCo and DistCo (together with Commission
approval of this Agreement ns executed by the Parties or, alternatively, Commission
determination that its approval of this Agreement is not necessary for the Agreement to be
enforceable) is a condition precedent to the Parties’ rights and obligations under Artic]és 1I
through XII of this Agrcement.v 't such cancellation (with the accompanying approval or
detérmination) does.not oceur within 121 days after the date of this Agrecment, either Party may
terminate this Agreement on 15-days’ prior written notice to the other Party.

1.3.2  Filing of Cancellation Request.

After execution of this Agrcement, TreatCo and DistCo will
prepare, file and affirmatively support with the Commission a request for cancellation of the
CC&Ns as described in Sectiorn  3.1. Phoenix will cooperate with TreatCo and DistCo in

connection with that request and «will affirmatively support thut request.

(W8
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ARTICLE 1l
BASIC TRANSACTIONS

2.1 Construction of Prin¢inal Infrastructure for Phoenix Area,

Phoenix will design and construct (or cause to be designed and

constructed) the Phoenix Distribution Facilities, as provided in Article IIl. Phoenix and TreatCo

will coordinate the design and construction of the Delivery Poiuts, as provided in Article II1.

2.2 Potable Water Service.

2.2.1  Phoenix Area.

Phoenix is solely responsible for providing Retail Potable Water
Services to residents and other persons in the Phoenix Arca, as provided in Article IV, Until
Phoenix has connected the Phcenix Distribution Facilitics to the Phoenix Potable Water
Treatment Facilities, TreatCo will provide Wholesale Potable Water Services to Phoenix, to
enable Phoenik to provide such Retail Potable Water Services, as provided in Article V.
222 Couwaty Arca.
Phocﬁix will provide supplemental “cmergency” and “peak”

Wholesale Potable Water Services to TreatCo under certain circumstances, as provided in Article

VI

2.3 Wastewater Serviss,

Phoenix is solely responsibility for providing Retail Wastewater Services

to residents and other persons in tue Phoeaix Area, as provided in Article VI Until Phoenix has

connected the Phoenix Distribution Fucilities Area to the Phoecnix Wastewater Treatment
Facilities, TreatCo will provide Wholesale Wastewater Services to Pheenix, to enable Phoenix to

provide such Retail 'Wastewater Servces, as provided in Article VI
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2.4 Non-Potable Water Service.

Phoenix is solely responsible for providing Retail Non-Potable Water
Services to residents and other persons in the Phocnix Area, as provided in Article XI. Until
Phoenix has connected the Phoenix Distribution Facilities to the Phoenix Non-Potable Water
Treatment Facilities, TreatCo will provide Wholesale Non-Potable Water Services to Phoenix, to
enable Phoenix to provide such Retail Non-Potable Water Sarvices to residents and other persons
in the Phoenix Area, as provided in Article X.

2.5 Recharge and Recovery Facilities.

TreatCo wiil own and operate certain groundwater recharge and recovery
facilities in the Phoenix Area (ond Phoenix will grant TreatCo certain required permits and
licenses within the public rights-or-way and/or easements), as provided in Article XI.

2.6 Payments by Trea:Co.

TreatCo will pay certain amounts to Phoenix, as provided in Article XII.

563153.17/3099-0004 7
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ARTICLE III
CONSTRUCTION OF BASIC INFRASTRUCTURE

3.1 Phoenix Distribution Facilities.

J3.1.1  Creation of Phioenix Distribution Facilities.

Phoenix will design, construct, operate and maintain (or cause to
be designed, constructed, opcrated and maintained) the Phoenix Distribution Facilities. TreatCo
is not obligated to design, construct, operate or maintain the Phoenix Distribution Facilities.

3.1.2  Cost of the Facilities.

Phoenix is solely responsible for causing to be paid the costs of
designing, constructing, operating and maintaining the Phoenix Distribution Facilities. TreatCo
is not responsible for those costs.

3.2 The Delivery Points.

321 Siting,
The Parties will mutually agree on the location of the Delivery
Points, taking into account practical engineering and operating considerations. The Parties
acknowledge that it is presently contempiated that the Delivery Points will be located as depicted -
on Exhibit C.
322 Ownerstip.
Phounix will own (a) the TreatCo-to-Phoenix Potable Water
Delivery Point, (E) the Phoenix-»-TreatCo Wastewater Delivery Point, and (c) the TreatCo-to-

Phoenix Non-Potable Water Delivery Point (collectively, the “Phoenix-owned Delivery Points”).

TreatCo will own the Phoenix-to-TreatCo Potable Water Delivery Point (also known as the

“TreatCo-owned Delivery Point™).
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3.2.3  Placs and Specifications.

The owner of a Delivery Point will cause the plans and
specifications {and the related construction timetable) for the Delivéry Point, including meter
installation and tclemeter connections, to be prepared by Developer or other third party (in
consultation with the non-owning Party) and submitted to the non-owning Party. If the non-
owning Parly objects to any aspect of the plans and specifications (and the related construction
timetable), thosc objections must be made in writing and delivered to the owning Party within 30
days after delivery of the plans and specifications. If the Parties are unable to resolve their
differences within 30 days after delivery of the objections, the dispute will be resolved as
provided in Article XL
3.2.4 Constraction.

After the plans and specifications (and the related construction
timetable) for a Delivery Point have been approved by the non-owning Party, the owning Party
will cauée the Delivery Point to bz constructed. The construction must be in accordance with the

plans and specifications (and the reloted construction timetable). The Delivery Points must be

completed and operable 1o later than the following dates:

Delivery Point ‘ Deadline k Qwner
TreatCo-to-Phoenix Patable Warer January 1, 2001 Phoenix
Delivery Point
Phoenix-to-TreatCo Wastewazer January 1, 2001 Phoenix
Delivery Point
TreatCo-to-Phoenix Non-Potable Water January 1, 2001 Phoenix
Delivery Point
Phoenix-to-TreatCo  Potable  Water June 1, 2005 TreatCo

Delivery Point (also known 33 the
TreatCo-owned Delivery Point)
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3.2.5  Maiatznanse.

TreatCo is solely responsible for maintaining, repairing and
replacing the TreatCo-owned Delivery Point, and Phoenix has no responsibility for that
maintenance, repair or replacement. Phoenix is solely responsible for maintaining, repairing and
replacing the Phoenix-owned Delivery Points, and TreatCo has no responsibility for that
maintenance, repair or replacement.

3.2.6  Access and Calibration.

Phoenix will have a right of access at all times to the TreatCo-
owned Delivery Point solely for purposes of inspection, including measuring the accuracy of the
meters associated therewith. TreatCo will have a right of access at all times to the Phoenix-
owned Delivery Poiats solely for purposes of inspection, including measuring the accuracy of the
meters associated therewith,

327 Responsibility for Design and Construction Costs.

The owning Party is solely responsible for causing to be paid the
costs of designing and construcring cach Delivery Point owned by it. The non-owning Party is
not responsible for the sosts of designing and constructing that Delivery Point.

3.3 [nterconrection Lings.

3.3.1  Between Delivery Points and TreatCo System.

3.3 11 Creation.
TreatCo will design, corstruct, operate, maintain, repair
and replace (or causc to be designed, constricted, operated, maintained, repaired and replaced)

the water and wastewaier lines that connect the Delivery Points to the TreatCo System. The

design and construction of those lines must be such as will enable TreatCo to deliver and receive
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water and wastewater (as aoplicable) as contemplated by this Agreement, Phoenix is not
obligated to design, construct, operate, maintain, repair or replace those lines.

3.3.1.2 Cost.

TreatCo is solely responsible for causing to be paid the
costs of designing, constructing, operating, maintaining, repaiting and replacing the water and
wastewater lines that conncct the Delivery Points to the TreatCo System, Phoenix is not
responsible for those costs.

3.3.1.3 Timetable.

The Parties acknowledge that TreatCo has caused the water
and wastewater 1ine§ that connect the Delivery Points to thé TreatCo System to be constructed
and operable.

3304 Rights-of-Way.

[f and to the extent the Delivery Points are located within
the Phoenix Area (so that some portion of the water and wastewater lines that connect the
Delivery Points to the TreatCo System ave also located within the Phoenix Area), Phoenix will
grant TreatCo permits and licenscs within the public rights-of-way and/or public easements in
connection with those lines. Thosc permits, licenses or casements will be subject to

requirements and conditions similar io those described in Section 11.3.

3.3.2 Belween Delivery Points and Phoenix Distribution Facilities.

3.3.2.1 Creation.
“hosnix will design, construct, operate, maintain, repair
and replace (or cause to be designed, constructed, operated, maintained, repaired and replaced)

the water and wastswater lines 11t connect the Delivery Points to the Phoenix Distribution
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Facilities. The design and construction of those lines must be such as will enable Phoenix to

deliver and receive water and wastewater (as applicable) as contemplated by this Agreement.

TreatCo is not obligated to design, construct, operate, maintain, repair or replace those lines.
3.3.2.2 Cost.

Phoenix is solely responsible for causing to be paid the
costs of designing, constructing, operating, maintaining, repairing and replacing the water and
wastewater lines that connect the Delivery Points to the Phoenix Distribution Facilities, TreatCo
is not responsible for those costs.

3.3.2.3 Timetable.

Pheenix will cause the water or wastewater line that

connects a Delivery Point to the Phaenix Distribution Facilitics to be constructed and operable

not later than the date on which the Delivery Point has been constructed and becomes operable.

3.3.3 Between Phoenix  Distribution  Facilitics, the TreatCo-owned

Delivery Point and Phoenix Potalile Water Treatment Facilities.

3.3.3.1 Creation.

2heenix will design, coastruct, operate, maintain, repair
aﬁd replace (or cause to be designed, constructed, operated, maintained, repaired and replaced)
the water lines that connect the Phoenix Potable Water Treatment Facilities to (a) the TreatCo-
owned Delivery Point and (b) the Phoenix Distribution Facilities, The design and construction
of those lines must be such as will enzble Phoenix to deliver Potable Water to TreatCo according
to the schedule and in the amounts descrived in Section 6.3. TreatCo is not obligated to design,
construct, operate, maintain, repait or replace those lines. The Partics acknowledge that it is

presently contemplated thar (4) the Phoznix Potable Vater Treatment Facilities’ connection to
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the TreatCo-owned Delivery Peint wili be completed prior to the cornection to the Phoenix
Distribution Facilities, and (b) aftzc the connection to. the TreatCo-owned Delivery Point has
been completed, TreatCo will be physically capable of wheeling water as contemplated by
Section 5.1.1(b) because the TreatCo-owned Delivery Point wiil be connected to the TreatCo
System, which in turn will be connectec to the Phoenix Distribution Facilities by means of the
TreatCo-to-Phoenix Delivery Point. A connection by means of the TreatCo System does not
constitute the connection described in clause (b) of the first sentence of this Section (i.e., the
obligation of Phoenix to establish a connection between the Phoenix Potable Water Treatment
Facilities and the Phoenix Distribution Facilities). K
3.3.3.2 Cost.
Phoenix is solely responsible for paying (or causing the
payment of) the costs of designir z, constructing, operating, meintaining, repairing and replacing
the water lines that connect hoth the Ploenix Distribution Facilities and the TreatCo-owned
Delivery Point to the Phoenix Porable Water Treatment Facilities. TreatCo is not responsible for
those costs.
3.3.3.3 Timctable.
Phoenix will cause the water lines that connect both the

Phoenix Distribution Facilities und the TreatCo-owned Delivery Point to the Phoenix Potable

Water Treatment Facilities to be constructed and operable not luter than june 1, 2005.

3.4 Eftect of Delavs.

3.4.1 Delays by TreatCo.

If TreatCo fails to timely complete counstruction of and place in

operation the TreatCo-cwned De'ivery Point as nrovided in Suction 3,2.4, that failure will be
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deemed a Force Majeure event eutitling Phoenix to Jefer its cbligations to deliver water at that

Delivery Point until the TreatCo-owned Delivery Point lias been constructed and placed in

operation.
3.4.2 Delays by 2hoenix.
3.4.2.1 As to Non-Potable Water and Wastewater.
If Phoenix fails to timely complete construction of and
place in operation the Phoenix-to-TrcatCo Wastewater Delivery Point, the TreatCo-to-Phoenix

Non-Potable Water Delivery Poiut, or a water or wastewater line that connects either of those

Delivery Points to the Phoenix Distribution Facilities as provided in Sections 3.2.4 and 3.3.2.3,

respectively, that failure will be deemed a Force Majeure event entitling TreatCo to defer its
obligations to receive or deliver Non-Potable Water or wastewater (as épplicable) at that
Delivery Point until the Dclivery Point or the interconnzction line (as applicable) has been
constructed and placed in oneration.

3.4.2.2 As to Potable Water.

34221 Potable Water Deliverable by TreatCo.

If Phoenix fails to timely complete constmciion
of or place in operation the TrcatCo-to-Phoenix Potable Water Delivery Point or the water line
that connects that Delivery Point t¢ the Phoenix Distribution Facilities as provided in Sections
3.2.4 and 3.3.2.3, vespectively, that faiture will be deemed a Force Majeure Event entitﬁng
TreatCo to defir its obligations tc deliver warer at that Delivery Point until the Delivery Point or

the interconnection line (as applicable) has been constructed and placed in operation,
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3.4.2.2.2 Potable Water Deliverable by Phoenix.

1f (i) the water lines that connect the TreatCo-
owned Delivery Point to the Phoenix Fotable Water Treatment Facilitics are not completely
constructed and placed in operation as and when provided in Section 3.3.2.3 or (ii) the water
lines that connect the Phoenix Distribution Facilities to the Phoenix Potable Water Treatment
Facilities are not completely coustructed and placed in operation on or before June’ 1, 2005 as
provided in Section 3.3.3.3, then toth of the following will apply:
a.  That t'ailure will be deemed a Force Majeure Event entitling
Phoenix to defer its cbligations to deliver water at that Delivery Point until the water line that
connects the Phoenix Potable Waier Treatment Facilities to that Delivery Point has been
constructed and placed in operation.

b, The Parties will also cooperate in developing an alternative

supply until those water !ines are completed and placed in operation.
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ARTICLE IV
RETAIL POTABLE WATER SERVICES BY PHOENIX IN PHOENIX AREA

4.1 Retail Potable Water Service.

Phoenix will provide (and will have sole responsibility for providing)
Retail Potable Water Services to residents, businesses, schools and other persons, including
Phoenix itself, within the Phoenix Area. TreatCo has no responsibility for providing Retail.
Potable Water Service in the Phoenix Arca.

4.2 Authorizations.

Phoenix will at its own expense on 4 timely basis take all reasonable steps
necessary to obtain, maintain and renew any Authorizations necessary in connection with its
activities described in this Article. TreatCo will cooperate with (and affirmatively support)
Phoenix in obtaining any such Authorizations,

4.3 Billing of Customars.

Proenix will bill (and will have sole responsibility for billing) its
customers for Retail Potable Watar Services. The billing will be done in accordance with the
Phoenix City Code. TreatCo has no responsibility for that billing or for collection of amounts so

billed.

Phocnix will enforce all of the Phoenix City Code provisions applicable to

Retail Potable Water Service ia the Phoenix Area.

563153.17/3099-0004 16




1 4.5 Maintenance and Ownership.

2 Pheenix will be solely responsible for maintenance and ownership of all
3 public Potable Water lines Iccated within public rights-of-way or easements within the Phoenix

4 Area.
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ARTICLEV
WHOLESALE POTABLE WATER SERVICES BY TREATCO TO PHOENIX

5.1 Transfer of Potable Water.

5.1.1 Before Interconnection Between the Phoenix  Potable Water
Treatment Facilitics and the TreatCo-owned Delivery Point.

Uatil the Phoenix Potable Water Treatment Facilities are
connected to the TreatCo-owned Delivery Point as described in Section 3.3.3.1(a), TreatCo will
deliver Potable Water to Phoenix for recale. These deliverics will be in quantities and at flow
rates sufficient to meet the reasonable demands (including peak and fire flow demands) of the
customers of Phoenix described in the following sentence. Phoenix may use the Potable Water
only to provide Retail Potable Water Services in the following areas and for no other purpose: (a)
in the Phoenix Area as contempiated by Article 1V, and (b) cutside the Phoenix Area, if (and
only if) both (i) the Phocnix City Code requifes Phoenix to extend Retail Potable Water Services
to a customer outside the Phoenix Area and (ii) that usage does not reduce the level of service
provided by Phoenix within the Phoenix Area or cause TreatCo to reduce the level of service
provided by TreatCo in the Project or clsewhere.

5.1.2  After Interconnection  Between  the  Phoenix  Potable  Water

Treatment Facilities and the TreatCo-owned Delivery Point, but Before Interconnection Between

the Phoenix Potable Water Treatment Facilities and Phoenix DRistribution Facilities.

During the period commencing with the connection of the Phoenix

Potable Water Treatment Facilities to the TreatCo-owned Delivery Point as described in Section

3.33.1(a) and ending with the connection of such Treatment Facilities to the Phoenix

Distribution Facilities as described in Section 3.3.3.1(b), TreatCo will, at the option of Phoenix,
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either (a) deliver to Phoenix, for resale, Potable Water which was treated in the TreatCo System,
or (b) deliver to Phoenix (“wheel”) Potable Water which was treated in the Phoenix Potable
Water Treatment Facilities and delivered by Phoenix to TreatCo at the TreatCo-owned Delivery
Point for such wheeting. The option of Phoenix is elected by Phoenix’ notifying TreatCo from
time to time (no later than ten days before the first day of 2 month) of the alternative which is to
be applicable for tihat month and any speciﬁed subsequent months. The election may be
amended‘ or withdrawn by Phoenix from time to time, as long as notice of the amendment or
withdrawal is made no later than ten days before the first day of the month for which Phoenix
desires the change to be cffective. In the absence of Phoenix’ timely clection, Phoenix is deemed
to have elected the alternative described in clause (b) of the first sentence of this Section (i.e.,
wheeling). To the extent that the TreatCo-owned Delivery Point is being used simultaneously
for delivery of Potable Water by Phoenx to TreatCo both for whzeling to Phoenix under this
methodology for determining the amount of Potable Water delivered at that Delivery Point for
each purpose during cach month.  These deliverie_s will be in quantities and at flow rates
sufﬁlcient to meet ihe reasonable demands (including peak znd fire tlow demands) of the
customers of Phoenix described i the following sentence. Phoenix may use the Potable Water
only to provide Retail Potable Water Services in the following arcas and for no other purpose:
(x) in the Phoenix Area as contemplated by Article IV, and (y) outside the Phoenix Area, if (and
only if) both (i) the Phoenix City Code requirss Phocenix to extend Retail Potable Water Services
to a customer cutside the Phoerix Area und (if) that usage does not raduce the level of service
provided by Phoenix within the Pheenix Area or cause TreatCo to reduce the level of service

provided by TreatCo in tie Projeot ov clsewhere,
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5.01.3  After Interconnection  Between the Phoenix  Potable  Water

Treatment Facilitics and Phoenix Distribution Facilities.

After the Phoenix Potable Water Treatment Facilities are

connected to the Phoenix Distribution Facilities as described in Section 3.3.3.1(b), this Article

will terminate. TreatCo will thercafter deliver Potable Water to Phoenix only if the Parties
mutually agree in writing (by ammendment to this Agreement or by separate agreement) as to the
terms and conditions of those dcliveries. The Parties acknowledge that any such subsequent
agreement will contain provisions to the effect that {a) Phoenix may use the Potable Water only
to provide Retail Potable Water Scrvices in the Phoenix Area as contemplated by Article IV and
for no other purpose, (b) those deliveries will be made only for supplemental “emergency” (but
not “peak”) purposes, and (¢} since the occurrence, nature and extent of an emergency cannot be
foreseen, these deliveries will be in guantities that are subject to availability, and there can be no
assurance that the quantity delivered will be adequate for the emergency,

5.2 Point of Delivery,

The Potable Watar will be- delivered by TreatCo to Phoenix at the
TreatCo-to-Phoenix Potable Watee Delivery Point. ‘TreatCo will have no tesponsibility for the
Potable Water after the Potable Water has been delivered to the TreatCo-to-Phoenix Potable
Water Delivery Point.

5.3 Water Qualily,

TreatCo mikes no representations or warranties regarding the quality of
the Potable Water delivered to hoenix uader this Article, othwer than that (a) the quality of the
Potable Water delivered tc Phocaix pursuant to this Article will be generally similar to the

quality of Potable Water that TictCo delivers to DistCo for delivery to DistCo’s retail
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customers, and (b) the Potable Water delivered to Pheenix under this Article will meet all
applicable state and federal drinking water standurds.

5.4 Calibration of Iastruments.

S4.1 eneral,

Phoenix will be responsible for calibration and preventive
maintenance of all metering, instrumentation and telemetry cquipment required by TreatCo for
delivery of the Potable Water at the TrzatCo-to-Phoenix Potable Water Delivery Point. All
neceséary calibration will be performed by an independent contractor every year at Phoenix’s
cost. TreatCo's Representutive will be notified in advance and will be entitled to be present
during the calibration (but the caiibration may be conducted in accordance with the notice even if
that Representative fails to appear).

542 Recouciliation.

Discrepancies greater than three percent (3%) that are discovered
during the calibration will be ad:usted as follows:

a.  One-half of the discrepancy percentage will be charged or
refunded for all Potable Water delivered between the date of the last calibration and the date the
discrepancy is discoverétl.

b, it the meter fails or stops recording, an estimate of the Potable
Water delivered during the menth: of failure will te prepared for Eilling purposes in accordance
with TreatCo’s standard practice ‘or cuch estimations. To avoeid cortinued estimation, Phoenix

will act diligently in ses=king to cpair or replace the meter. Ir no cvent will the meter go

unrepaired or not replaced for msie than threz consceutive billing periods.
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5.4.3  Payment for Instrumentation.

Phoenix will be responsible for connecting (or causing to be
connected) delivery meter output signals to TreatCo’s glectronic telemetry systems as directed by
TreatCo. Phoenix will pay all costs for equipment and [abor necessary to connect such system to
TreatCo’s standards and satisfaction.

5.4.4 Calibration Reporis.

Phoenix will provide TreatCo with a copy of all preventive
maintenance and calibration coniracts and with copies of calibration reports.  This
documentation will te provided to Citizens Water Resources Company of Arizona, Attn:
Operations Manager, 15626 North Del Webb Boulevard, P.0. Box 1687, Sun City, Arizona
85372.

5.5 Estimate of Water Dermand.

5.5.0 0 Zenodic Estimates,

On =r before November 1oof each year, Phoenix will provide
TreatCo with & written estimate of the amount of Potable Water that Phoenix may require
TreatCo to deliver in the [ollowing calendar vear. The estimate will also set fortﬁ the estimated
amount for cach month.
5.5.2 hdetir Deadiags.
Meters will be read jointly by both Partics on a monthly basis for

billing purposes.

563153.17/3099-0004
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5.6 Service Connecinn,

5.6.1 Yalves and Fittings.
The TreatCo-to-Phoenix Potable Water Delivery Point will contain
all necessary valves and tittings to cnsure that:

a.  The maximum amount of Potable Water delivered will not
exceed the Potable Water demand for the Phoenix Area.

b. Mo backflow will occur. Phoenix wili install and maintain, to
the reasonable satisfaction of TreutCo, buckflow prevention assemblies on the TreatCo-to-
Phoenix Potable Water Delivery Point,  All such asscmblics will be located on Phoenix’s
property or on other public rights-of-way.

¢ “Water hammers” (that is, circumstances in which valves open
or close too quickly) will be mirin- zd.

5.62  Replacement.

1f mcters, gates or velves installed by Phoenix as required by this

Article become undersizzd, inopzrative or inaccurate for the range {lows through such facilities

based on applicable water engincering standards, Phoenix will at its expense replace such meters,
gates or valves as required by Traa1Co.
563 Disivieetion.
Phoznix will be required to provide any additional treatment
disinfection of the Potable Weter entoring the Phoeuix Distribution Facilities to comply with the

requirements of the Safe Drinking Water Act. Any such {reatment disinfection facilities will be

located on Phoenix’s property.
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3.7 No Loan or Exchange.

This Article does not provide or authorize any loaning or exchange of
Potable Water of any type to Phoenix by TreatCo (other than Potable Water to be delivered by
TreatCo pursuant to of this Atticle). Phoenix will order and take from TrzatCo only the amount
of Potable Water provided for hercin,  If the amount of Potable Water delivered to Phoenix
pursuant to this Article exceeds the maximum amount permitted in this Article in any calendar
year, Phoenix will inunediately cease use of the TreatCo-to-Phoenix Water Delivery Point and
make arrangements satisfactory to TreatCo to restore to TreatCo such excessive Potable Water
use within 30 days. TreatCo may immediately, without further notice to Phoenix, discontinue
delivery of Potable Water to Phoenix upon a rcasonable good faith determination by TreatCo that
Phoenix has exceeded the amount permitted by this Article, until such time as Phoenix has so
restored to TreatCo such excevsive Potabls Water used.

5.8 Storage and Pieseore,

TreatCo vuiiss no warranties or covenarts “hat il is providing storage or
pressure capacity to Phoznix, exzept that TreatCo will provide the Potable Water to Phoenix at
the TreatCo-to-Phecenix Delivery Point ot the pressures indicated in the approved June, 2000,
Anthem/Phoenix Master Plen Addendum as appreved by Phoenix. {nside the Phoenix Area, and
except as provided in the prececding sentence, Phoenix will he solely responsible for its own
delivery infrastructure; incliding storage and oumping capecity for maintaining adequate
pressure.

5.9 Transmission ard Treatinent Losses.

TreatCo will cetermine the amount of losses cccurring in the treatment

and transportation of Potable "Vetur to the TreatCo-to-Phoenix Water Delivery Point. Unless the
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Parties mutually agree ctherwise in writing, the determination will be made in accordance with
the percentage of losses reported by TreatCo to ADWR each year (or, in the absence of such
reports, the percentage derived from another reasonable micthodology). Notwithstanding the
foregoing, the percentage of losses will not exceed ten percent (10%). The losses will increase
the amount of Potablec Water deemed to have been delivered by TreatCo to Phoenix at the
TreatCo-to-Phoenix Potable Water Dclivcry Point and wiil be accounted for as an additional
amount (i.e., added to the meter reading at the TreatCo-to-Pheenix Potable Water Delivery
Point).
5.10  Shut Downs,

TreatCe will have the right to suspend the delivery of Potable Water
pursuant to this Article for an energency or for purposes of routine maintenance and repair.
TreatCo will provide (a) 20-duys™ proor written notice of any suspeasion for routine maintenance
and repair, and (b) such pricr written notice s may be practicable of any suspension for an
emergency. TreatCo will not e 'fable to Phoenix, to any cus:ciner of Phoenix or to any other
person for any claim, demaad, less or damage of any nature or character whatsoever due to, or
arising out of, any suspension of delivery of Potable Water pursuant to thisuArticle for an
emergency or for purposes of rouli 1€ maivtenance and repair.

541 Phoeenix Niswibution.

TreatCo's cbligation to Phocenix under this Article will terminate at the
TreatCo-to-Phocnix Potable Wator Delivery Point. Phoenix ‘s responsible, and assumes full
liability, for the distribution of Peiable Water reccived at the Trea:Co-to-Phoenix Potable Water
Delivery Point and for all ¢reredicn and maintenance costs for delivery to Phoenix's users.

Phoenix will indemn:’y, defond wrd kold TreatCo harmless from and against all expense,

N

563153.17/3099-0004 25




—

10

11

12

14

15

16

17

18

20

21

22

23

li\ability and claims for damage to property or for injury to or death of any persons arising out of
or in any way connected with the distribution, nondistribution or quality of Potable Water once
such water is delivered to the TreatCo-to-Phoenix Potable Water Delivery Point.  Except as
permitted by Section 5.1.1, Powabls Water delivered by TreaCo to Phoenix pursuant to this
Article will be distributed by Phoenix only to locations within the Phoenix Area for end use
within the Phoenix Arca.

5.12  Rate for Whelssale/ Wheeling Water Service.

5.12.1 2ate for Wholcsale "Vater Service.

In consideration of TreatCo agreeing to deliver Potable Water to

Phoenix for resale as descrived in Section 5,11 or 5.1.2(a) pursuant to this Article, Phoenix will

pay TreatCo for Potable Water delivered to the TreatCo-to-Pheenix Potable Water Delivery
Point at a wholesale Potable “Water {:livery rate determined as follows:

a.  The wholesale Patable Water delivery rate will be $2.32 per
one thousand gallons of Potable Water delivered, less TreatCo’s then applicable raw water
charges per onc thousand gallons of Al Chin Water.

b The Parties acknowledge that the rate described in paragraph
(a) may be altered from time to time by the Commission with or without the consent of TreatCo.
TreatCo will have the right o request changes in such rate from time to time, but those requested

changes must be based or chang:s in th2 actual cests naid or incurred by Trea{Co with respect to

providing the services pursuart fo h's Asticle.

cr Wiheeling Water Service,

n censider tion of TreatCo agrecing to Jcliver Potable Water to
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Phoenix will pay TreatCo for Potable Weter delivered to the Trea:Co-to-Phoenix Potable Water
Delivery Point at a wheeling Potable Water delivery rate as determined as follows:

a. The wheeling Potable Water delivery rate will be $0.30 per one
thousand gallons of Potable Water dalivered.

b, The Pzrties acknowledge that the rate described in paragraph
(a) may be altered from time to time by the Commission with or without the consent of TreatCo.
TreatCo will have the right to request chaages in such rate trom time to lime, but those requested
changes must be based on changes in the actual costs paid or incurved by TreatCo with respect to
providing the scrvices pursuant to this Article.

513 Monthly Water Bill,

5.43.1 Tewas.

Tre w0 will monthly prepare and seed to Phoenix a billing invoice
for Potable Water delivered to "7 enix pursuant to this Asticle during the preceding month,
Monthly bills will be due and paya':le by Phoenix within 30 davs after the billing invoice date
printed on the billing invoice.

5.132

<

isputed BHL
If Phaeaix disputes any portion of a~y bill, Phoenix will pay the
disputed amount under vrotest when due and include with its payment a written statement
indicating the basis for the protest. It the protest is found to be valid, TreatCo will refund to
Phoenix any overpaymeat within 30 laye wfisr that finding.
5133 Deluyaent Bill

{f zu bili is not paid within 30 dzys after receipt of written

b4

notification of the delincuency, TreatCo will have the right, withow lizbility of any kind, to
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suspend the delivery of Potable Water pursuant to this Articie, and to refuse such services as

long as the said amourt remains unpaid. Nothing in this Section swill limit the rights of TreatCo

to use any other available legal remedy o effect collection of said amount.

5.4 Term of Article: Discontinuance of Deliverv.

This Articie will be for an initial term of 10 years, unless

terminated eartier a3 provided in Section 3.1.2.

-

5.14.2 Disconnection.

Phoenx will disconnect (also know: as “valve off”) or otherwise
sever the TreatCo-to-Phoenix Potable Water Delivery Point, and TreatCo will be entitled to
discontinue delivery of Potable “Water to such Delivery Point, within 30 days of the occurrence
of the following:

a. Cxeiretion of the “erm of this Article or other termination of
this Article as provided i Segtion 5 4.1

b. Breach of any of the obligations of Phoenix set forth in this
Article which have not been exriiessly waived in writing by TreatCo.
C. The occurrerce of a condition for disconnecting (“valving

w3 Diclivery Pot as described in this Article.

T

off”) or otherwise severing
5042 Conditicns for Disconnection,

Fheenix at its cole expense will design and construct all facilities

necessary to disconnect the Traal(s-to-Phoenix “Water Delivery Point.  Phoenix and TreatCo

may mutually agree to arrangzmeas to allow those facilities and the Delivery Point to remain in

place. Any work performed on the TreatCo System by Phoenix's contractor will be done in a
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satisfactory and workmanlike manner and in accordance with plans and specifications approved
by TreatCo. Phoenix will not permit work to bz done by its contractor until said plans and
specifications have been approved by TreatCo. The plans and specifications will include a right
by TreatCo to inspect the work of Phoenix's contractors.

515 Approvals Required by Law.

Phoenix and TreatCo will cooperate in secking any approvals or permits
required by applicable law to effeciuate the delivery of Potable Water pursuant to this Article, If
any such approval cannot be obiained, then Phocnix and TreatCo will be relieved of their

respective obligations sct fouth in this Article (but the Parties will not thereby be relieved of their

respective obligations under Section 1.3.2). As between Phoenix and TreatCo, Phoenix will
take the initiative and use its reasonable best offorss in seeking any approvals or permits réquired
by applicable law to effiectuate the delivery of Potable Watzr prrsuant to this Article that would
not be required to be obtaired but r this Article.

316 Provisions Roparding CAWED.

S16.1 CAY/CD Approval.

Phguniy will obtaiﬁ and provide to TreatCo written documentation
evidencing the consent of CAWCD that (a) the Phoenix Water Supply can be diverted by
TreatCo into TreatCo System for de ivery to Phounix pursuant o this Article, and (b) all water
delivered by TreatCo 1o Phoenix “irder this Article will be charged to the Phoenix Water Supply

accounts pursuant to those CAWCD/TAP Agreenents,
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5.16.2 Pacenix Supply Diversion.

TreutCo will ve under no obligation to deliver Potable Water to
Phoenix pursuant to this Article unless and until Phoenix has provided to TreatCo the consent
documentation described in Scction 5.16.1. Phoeenix will comply with the terms of that consent.
5.16.3 Waer Accounting.
Phoerix wiil indemnify and hold harmless 1reatCo from any costs
that may be charged against the TreatCo Water Supply in delivering Potable Water to Phoenix

pursuant to this Article during any water accounting year.

5.16.4 Payment of Charges: Linut on Amount of Water.

Phoen x will pay {end will indemunity and hold harmless TreatCo
from and against) any and all assessaiends, fees or other charges that the CAWCD or the United
States may imposc or otherwise 2 q.tive under any CAWCD/CAP Agreement to which Phoenix
is a party in connection with the Jelivery of Potab’e Water pursuant to this Article. The amount
of Potable Watcr that Phoenix has 42 right to receive pursuant to this Article will not exceed the
amount of CAP Water that Phoen’x hes the #ight (o receive ~ursuant to any such CAWCD/CAP
Agreement. Phoenix will meniter ror cwse the CAWCD and the United States to monitor)
Phoenix’s total usage of CAP “Witer and inforin TreatCo if delivery of further Potable Water
pursuant to this Article will axcoed tost limit

“honis will carry out any reporting procedure required by the
CAWCD and the United States 2 cosure prover accounting ot the Potable Water delivered

pursuant to this Article,
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ARTICLE VI
SUPPLEMENTAL ' PEAK” AND “EMERGENCY” POTABLE WATER
SUPPLY SERVICES BY PHOENIX TO TREATCO

5.1 Transier of Powble Water After Interconnection.

6.1.1  Betore hune 1, 2005,

If prior to June 1, 2005 Developer, with the approval of Phoenix,
constructs and places in service a water line (having a size and location as determined by
Phoenix) that connects the Phoenix Potable Water Treatment Facilities to the TreatCo System

(the “Anthem Interconnec: Water Line™), then Phocnix will deliver Potable Water to TreatCo in

an amount not to exceed one million sallons per day (1.0 MGD) for resale if (and only if);

a.  The Potable Water is 0 be used only as an emergency backup
supply.

b, ihe Potable Water is available, after first taking into account
the immediate ncéds of Phoenix ard lie Potable Water customers.

¢ Aoeate line and a storage nnl have been constructed by other
developers, with the water lin: coamecting the Phoenix Potable Water Treatment Facilities to a
Carefree Highway location privr o fune 1, 2002,

4. Developer has iustalled at a location to be determined by
Phoenix a flow control valve that wilf limit the maximum amount available for delivery by
Phoenix to TreatCo {0 one mit‘ion zilens rer day (1.0 MGD).

¢ Tuveloper has oversized the Anthem Interconnect Water Line
as requested by Phoenix (which ovessizing 's 10 be accompiishad at Developer’s expense), with

Phoenix to be the owner and operator of the Authem Interconnect Water Line.
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6.12  Atter June 1, 2005,

On snd after June 1, 2005, Phoenix will deliver Potable Water to
TreatCo for resale. TrzaiCo may use the Potable Water only to provide Potable Water to DistCo
for use as contemplated by the Infrastructure Agreement and for no other purpose. These
deliveries will be in quantities and at flow rates set forlh in Segtion 6.3. If the necessary
connections have been constructed and placed in operation prior to June 1, 2005, the Parties may
(but are not obligated to) mutually agree on an exrlier date for commencement of deliveries.

6.2 Point of Delivery.

The Potabie Water will be delivered by Phoenix to TreatCo at the
Phoenix-to-TreatCo Potable Water Delivary Point. The connection will be 16 inches in diameter.

4
i
i

The connection will inciude such tlow control valves as are necessary in the reasonable judgment
of Phoenix to regulate the fTow 5o w fo achieve the amounts described in Section 6.3. That point
will not be the same as the Trea:Cn-H-Ploenix Potable Waier Delivary Point. Phoenix will have
no responsibility for the Potabie Wuter alter the Petable Water has been delivered to the
Phoenix-to-TreatCo Potable Watzr DNaliv ey Point.

6.3 Delivery Amounts.

Prom Junz 1, 2065 until fune 1, 26C6 (the “2005-2006_Period”), the

.amount of “peak” and “emergescy” Potable Water delivered pursuant (o this Article will not

exceed one million galions per 41 (1.0 MGID). After June 1, 2006, the amount of such Potable
Water delivered pursuan: to this A tcle ill not exeeed five mitlion gallons per day (5.0 MGD).
During the 2002006 Period. the aveige da iy amount of suci Potable Water delivered during a
calendar year will not exceed onz-ilf million gallons per duy (0.5 MGD). During the 2005-

2006 Period, such Potable Victe: »/i7 be vailabie on deinand at a low rate of not less than (and
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not greater than) one inillicn yailone per day (1.0 MGD). After Juae 1, 2006, the average daily
amount of such Potable Water de.ivered during a caleadar year will not exceed two and one-half
million gallons per day (2.5 MCD). Atter June 1, 2006, such Potable Water will be available on
demand at a flow rate of not icss thun {ard not greater than) (ive million gallons (5.0 MGD).

0.4 Water Quality.

Phoenix ‘nakes no representations or warrantics regarding the quality of
the Potable Water deliverad t5 TreaiCo under this Article, other than that (&) the quality of the
Potable Water delivered to TreatCo vursuant to this Article will be generally similar to the
quality of Potable Water that Pheenix velivers within its municipal water system to Phoenix’s
retail customers, and () the Potanle Water delivered to TreatCo under this Article will meet all
applicable state and federal drinking water standards.

6.5 Calibration »i Lyranentaticn.

TreaCo ~oill be responsible lor calibration and preventive
maintenance of all meiering, instuaentxion and telemetry cauipinent required by Phoenix for
delivery of the Potable ‘Water ut the Phoenix-to-TrealCo Potable Water Delivery Point. All
necessary calibration will be peetfvrimed by an independent contructor cvery year at TreatCo’s
cost. Phoenix’s Representative i ke rocified in edvance and will be entitled to be present
during the calibration (hut the eo'itintion my ve conducted it accordance with the notice even if

N

that Representative fails o appeat
P Sy

Disorevancies greater than ihree percent (3%) that are discovered

during the calibration v bz bl s liows:
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. Oae-half of the discrepancy percentage will be charged or
refunded for all Potable "Water d2livered between the date of the last calibration and the date the
discrepancy is discovered.

b, Il the meter tails or stops recording, an estimate of the
Potable Water deliverad Anring 2 months of failure will be prepared for billing purposes in
accordance with Phoenix’s standa-d vractice for such estimations. To avoid continued
estimation, TreatCo will zct diligently in seeking to repair or replace the meter. In no event will
the meter go unepaired or not reniaced tor more than three consecutive billing periods.

£.5.3  Pavment for Instrumentation.

TreatCo will be responsible tor connecting (or causing to be
connected) delivery merer owiput signals to Phoenix’s SCADA systems. TreatCo will pay all
reasonable costs for cquipmant and bbor necessary to connect such system to Phoenix’s
standards and r2igonanle zood 00 catdsinetion.

55,4 Calivietion Reports.

TreatCo will vrovide Phoeris with & copy of all preventive
maintenance and calibration conteets and with cosies of calibration reports.  This
documentation will be addressed to Water Production Division, City of Phoenix, 5204 East

Thomas Road, Phoenix, Arizena 55018,

56 Batimate ¢f Woar Dernand.

G0 feradiz Esumales.

Snocr belere November U oof each year, TreatCo will provide

Phoenix with a written estimate of the arount of supplemsnial "peek” and “emergency” Potable
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Water that Trea'Co tnay require Pacenix to deliver in the following calendar year. The estimate
will also set forth the estimated wr it for each month.
6.6.2 Ddetzr Readings.
Meters will be read jointly by both Partics on a monthly basis for
billing purposes.

6.7 Service Connection.

.70 Valves and Fittings.

The Phoenix-to-TreatCo Potable Water Delivery Point will contain
all necessary valves and fittings to snsure that:

a. The m:.z,cyi:mxm amout of Potable Water delivered will not exceed
five million gallons per day (5.0 MG,

) Mo ook Pow will eccur. TreatCo will instail and maintain, to the
reasonable good faith satisfacticn >f Phoenix, backflow prevention assemblies on the Phoenix-
to-TreatCo Potable Water Delivery Point. All such assemblies will be located on TreatCo’s
property or casement,

¢ “Warter hamemers” (that is, circumstances in which valves open or
close too quickly) will be minimized,

L5200 Replsensrt

(fmeters, pates o,r valves instaiied by TreatCo as required by this
Article become undersized, “aoporziive v inaccurate for the range of flows through such
facilities based on applicable water inginzering stindards, TreatCo will at its expense replace

such meters, gates or valves as requinad by Phoenix.
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TreetCo will be required to provide any additional treatment
disinfection of the Potable Water enferirg the TrealCo System to comply with the requirements
of the Safe Drinking Water Act. Any such treatment disinfection facilities will be located on
TreatCo’s property.

6.8 No Loan or Exchanze.

This Articic Joes not provide ot authorize any loaning or exchange of
Potable Water of any type to TreatCo by Phoenix (other than Potabie Water to be delivered by
Phoenix pursuant to this Article). Trea:Co will order and take (rom Phoenix only the amount of
Potable Water provided for herzin, It the amount of Potable Water delivered to TreatCo
pursuant to this Article excecds “he maximum amount permitted in this Article in any calendar
year, TreatCo will immediately e3¢ vee of the Phoenix-to-TreatCo Potable Water Delivery
Point and make arrangements o sonabliy satisfaciory to Phoenix to restore to Phoenix such
excessive Potable Water nse within 10 dovs. Phoenix ray ivurnediately, without further notice to
TreatCo, discoutinue delivery of Potadle Water to TreatCo upon a reasonable good faith
determination by Phoenix that TeeatCo has exceeded the amount permitted by this Article, until
such time as TreatCo has so resiiied o Phoenix such excessive Potable Water used.

6.9 Storage and Prossure.

Phoenix nsies no warrarties or coveants that it is providing storage or
pressure capacity to TreatCs, cxeept thet Phoenix will provide the FPotable Water to TreatCo at
the Phoenix-to-TreatTo Delivory it ut a pressure that s not less than the pressure necessary
and appropriate to cnabie fie Potable Weer to be discharged into the ground storage tanks of the

TreatCo System by means ol a «ivocu (16) inch interconnestion water line extending from the
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Phoenix-to-TreatCo Delivery Point 1o thase storage tanks. [uside the County Area, and except as
provided in the preceding senterce, TreatCo will be solely responsible for its own delivery
infrastructure, including storage and puisping capecity for peaking and fire flows.

510 Traasmission and Treatment Losses.

Phoenix il determing the amount of losses occurring in the {reatment
and transportation of Potable Wuter within the Phoenix Area to the Phoenix-to-TreatCo Potable
Water Delivery Point. Unless the Prrtics mutually agree otherwise in writing, the determination
will be made in accordance with the percentage of losses reported by Phoenix to ADWR each
year (or, in the absence of such reports, the percentage derived from - another reasonable
methodology). Noiwithstanding the foregoing, the percentage of losses will not exceed ten
percent (10%). The losses will increas: the amount of Potable Water deemed to have been
delivered by Pheenix to Trea:Ce i the hoenix-to-TreatCn Potable Water Delivery Point and
will be accounted for as an additionat armount (e . added to the mister reading at the Phoenix-to-
TreatCo Potable Water Dalivery Part),

601 Shut Doavos

Plhoenix w0 L have the right to suspend the delivery of Potable Water
pursuant to tl;is Article for an cocrgency or for purposes of routine maintenance and repair,
Phoenix will provide (a1 30-days’ peinr written notice of any suspeasion for routine maintenance
and repair, and (b) such pricr wiiiten 1 otice us may be practicable of any suspension for an
emergency. Phoenix vl rot te Hable o TreatCo, to any customer of TreatCo or to any other
person for any claim, Jemaag, Dus or Gomace of any nature or character whatsoever due to, or
arising out of zny suspensicn o delivery of Potable Water pursuant to this Article for an

emergency or I purposes oo i nintenance and repair.
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6.12  TreatCo Dlsribution

Phoenix's otligation to TrcatCo under this Article will terminate at the
Phoenix-to-TreatCo Potuble Water Delivery Pomt. TreatCo will be responsible, and assumes
full liability, for the distribution of Potasle Water received at the Phoenix-to-TreatCo Potable
Water Delivery Point und for cll operation and maintenance costs for delivery to TreatCo's users.
TreatCo will indemnify, detene and held Phoenix harmless from and against all expense,
liability and claims tor damage te propery or for injury to or death of any persons arising out of
or in any way connected with the distribution, nondistribution or quality of the delivered Potable
Water once such water is deliverzd to the Phoenix-to-TreatCo Potable Water Delivery Point. |
Except as specificaily otherwise nrovidod herein or in the Infrastructure Agreement, Potable
Water delivered by Pheenix to TreaiCo vursuant o this Article will be distributed by TreatCo
only to locations within the P et svehiling the Phounix Avea, tor end use in such area.

6.13  Rate for Wholes e Water Service,

In consizderiion o¢ Phoenix :1gr§cir..g to deliver Potable Water pursuant to
this Article, TrzatCo ! pay Phoooc T Petable Weter delivered to the Phoenix-to-TreatCo
Potable Water Delivery Point at ¢ v ioless e Potable Weter delivery rate determined as follows:

The fnlial wholesale water delivery rte will be seventy-five and
one-tenth percent (75.1%)) of Phoxuix's then apolicable combined (i) toral “commodity” water
rate for the spring and tull sensons o set Lrthin Section 37-63(0) o f the Thoenix City Code and
(ii) water environmental sate {or o ssident’! users as set forth in Section 27-133(a) of the Phoenix

City Code (which combined vare s preserty 8132 por hundred cubic fest),
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b, Sinec2 the Phoenix City Code states the water rate and water
environmental cate in tevms of a wie per hundred cubic feet, an appropriate conversion factor
will be used to convert the rate per mundred cubic feet to a rate per thousand gallons,

2, The rarties acknowledge that the rate described in paragraph (a)
may be altercd from time to time oy the City Council of Phoenix. Phoenix will have the right to
request its City Council to change such rate from time to time or adopt a separate wholesale rate
for water delivered to TreatCo (in which svent, paragraph («) will not apply), but any such
requested changes must be based on chenges in the actual costs paid or incurred by Phoenix in

providing the services pursuant to this Article.

514 Menthly Water Bill.
6.14.1 Tenns.
PMhoenis will monthly prepare and sznd to “I'reatCo a billing invoice

for Potable Water delivered o TotCo pursuaat to this Acticle during the preceding month.
Monthly bills wvill te o' ~ithin 20 days of the bitling invoic» date printed on the billing
invoice.
6142 Dizpuaed BIL
7 TreaiCo disputes eny portion «of auy bill, TrzatCo will pay the

disputed amount under protest «men dn2 and include with its payment a4 written statement
p [ I

indicating the tasis for the protesi. 7712 protest is found o be valid, Phoenix will refund to

TreatCo any overpayms fwitain 3¢ fave afer the finding.

{f iy bill is not paid within 30 days after receipt of written

notification of :he delinquency, Uhoenin will have the righy, without lisbility of any kind, to
Y ) Y )
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suspend the delivery of Potabie “Water pursuant to this Articlz as long as the said amount remains
unpaid. Nothiug in this Section wi'l lirit the rights of Phoenix to use any other available legal
remedy to effect collection of said amount.

515 Tamicof Arvdcie: Discontinuance of Delivery.

6.15.1 Termand Termination.

5.5 .1 Term.

Thes Article will e for an initial term of 25 years, and may

be renewed by TreatCo Tor a subsequent ‘-.1dditi/onal 2S-year term.
6.05.12 Termination.

Within the second 25-vear term, either Party may terminate
this Article prior to the end ot such 25-vear term if the terminating Party gives five-years’ prior
written notice of such fenminaiion (o the ather Party. Upon such r-tice Leing given, this Article
will terminate Tve years frons e doe ol delivery of such netice to e other Party. This Article
may also be terminated stany tihn e i"beth Parties agree that it is imutually beneficial to terminate

this Atrticle.

0,152 Diveorne i,

“reecdlo vl disconnect {also known as “valve off") or otherwise
sever the Phoenix-to-{rentCo Potable "Vater Delivery Poiay, and Phoenix will be entitled to
discontinue delivery of Potab!s VWater 1o such Delivery Point, within 30 days of the occurrence

of the followiny:

txpiration of the teun <0 this Article or other termination of

this Article as provided in Secaon 0 151
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b Breach of any of the cbligations o TreatCo set forth in this
Article which have not been expressiy weived in writing by Phoenix,

¢~ The sccurrence of a condition for disconnecting (“valving
off””) or otherwise severing the Delivery Poiut as described in this Atticle.

6.15.3 Conditions for Disconnecugn.

TrealCo at its sole expense will design and construct all facilities
necessary to disconnect the Phoenix-to- (reatCo Potable Water Delivery Point.  Phoenix and
TreatCo may mutually agree ro antangements to allow those tacilitics and the Delivery Point to
remain in place. Any work performed on the Phoenix Distribution Facilities by TreatCo's
contractor will be done in a satistactory and workmantke manner and in accordance with plans
and specifications approved by Phoenix. TreatCo will not permit work to be done by its
contractor until said plans an? specifications have been agproved by Phoenix. The plans and
specifications v:{l include a vish. =y Phoenix to inspect the wark of TreatCo’s contractors.

6,16 Approvals Pecuirsd bv Law.

Phoenix 3ad TreatCo will cooperats in vzeking any approvals or permits
required by applicable iaw to effert nte tha delivery of Potable Water pursuant to this Article, If
any such approval cannot be cbiared, “hen Proenix and TreatCo will be relieved of their
’respective obligations set forth lu tis Aiticle. As Letvieen Phoenix and TreatCo, TreatCo will
take the initiative in secking any wporod s or permits required by applicable luw to effectuate
the delivery of Potable Wate: pursusnt to this Articie that would not be required to be obtained

by Phoenix but for this Article.
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617  Provisions Rezuding CAWCD.

6.17.1 CAWVCD Spproval,

TreatCo will obtain and provide w E’hocn‘ix written documentation
evidencing the consent of CAWCD that (a) the TreatCo Water Supply can be diverted by
Phoenix into the Pheenix Treatreent Facilities and the Phoenix Disuribution Facilities for delivery
to TreatCo pursuant to this Article, and (b) all water delivered by 2hoenix to TreatCo under this
Article will be charged o the Treatilo Water Supply accounts pursuant to those CAWCD/CAP
Agreements.

6.17.2 TreatCo Supply Diversion.

Pheemx will be under no obligation to deliver Potable Water to
TreatCo pursuent to this Article unless and until TreatCo has nrovided to Phoenix the consent
documentation :escribed in Secticn #0710 TreatCo will comply with the terms of that consent.

0173 Mot ag

TreetCo will indenmify and hold hartaless Phoenix from any costs
that may be charged ayninst te "oeaix Water Supply I delivering Potable Water pursuant to
this Article during any water c¢iviuting vaar

6.17.4 Maveat o7 Charges: Limin on Asnouet of Water.

TrectCo v il pay (end will indemniy and hold harmless Phoenix
from any against) any and all assessmants, fees or other charges that the CAWCD or the United
States may impose or atherwive rrgvire ader aay CAWCD/CAP Agreement to which TreatCo
is a party in connection with the czitvery of Potable Waler pursuant to this Article. The amount
of Potable Water that Tr2etCo b the ey it o recelve pursuant 1o s Article will not exceed the

amount of CA™ Water that Tty s e righs e receive prusuans o any such CAWCD/CAP

563153.17/3099-000
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1 Agreement. TreatCo will moniior for fause the CAWCD and the Ugited States to monitor)
2 TreatCo's total usage of CAP W uer ard inform Phoenix if delivery of further Potable Water

3 pursuant to this Article will excecd that limit.

4 6.17.5 TrealZo Reporting.
5 Feeailo will carry out any reporting procedure required by the

6 CAWCD and the United States o cusare proper accouniing of the Potable Water delivered

7 pursuant to this Article.

-
s
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ARTICLE VII
RETAIL WASTEWATER SERVICES BY PHOENIX IN PHOENIX AREA

7.1 Retail Wastewaler Services.

Phoenix will provide (and will have sole responsibility for providing)
Retail Wastcwater Services to residents, businesses, schools and other persons, including
Phoenix itself, within the Phocnix. TreatCo has no responsibility for providing Retail
Wastewater Services in the Phoenix Area.

7.2 Authorizations.

Phoenix wiil at its own expense on a timely basis take all reasonable steps
necessary to obtain, mainiain and renew any Authorizations necessary in connection with its
activities described in this Aiticte. TreatCo will cooperate with (and affirmatively support)
Phoenix in obtaining any such authorizations.

7.3 Billing of Cus eners,

Phoenix wi' fand will have sole responsibility for billing) its customers
for Retail Wastewater Scivices. 1" billing witl be done it accordarce with the Phoenix City
Code. TreatCo has no responsinility “or fat billing or for collection of amounts so billed.

7.4 Code Comylizney; Pretieatment Requircments.

Phoenix will enforze all of the Phoenix City Code provisions applicable to
Retail Wastewater Service in the Phoenix Area, including all applicable treatment provisions of

the Phoenix City Code and pretreutivanit program.
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1 7.5 Maintenance ard Drvnership.

2 Phoenix will be selely responsible for maintenance and ownership of all
3 public Wastewater Lines located within public rights-of-way or casements within the Phoenix

4 Area.

563153.17/3099-0004 45




12

13

14

19

20

21

22

ARTICLE Vil
WHOLESALE WASTEWATLER SERVICES BY TREATCO TO PHOENIX

8.1 Acknowleduments.

The Parties acknowledge that Phoenix zannot presently provide wholesale
sewer service to the Phoenix Area because, among other things, the existing Wastewater system
of Phoenix does not presently connect with the Wasteﬁater collection system to be constructed
in the Phoenix Area. 'The Partics further acknowledge that TreatCo can provide Wholesale
Wastewater Services to Phoenix for the benefit of the Phoenix Arca. The Parties further
acknowledge that, at some future date, Phoenix may be able to provide Wholesale Wastewater
Services to the Phocnix Area.

3.2 Wholesale Wastewater Services; Transter of Wastewater.

During the term of (and as provided in) this Article, TreatCo will provide
Wholesale Wastewater Services o Phocnix for Wastewater flows that TreatCo received from
Phoenix, and, in furthcrance thercof, Phoenix will collect, deliver and transfer to TreatCo all
Wastewater genera'ed in the Phow i}; Avea.  Notwithstanding (he foregoing, the amount of
Wastewater delivered and transterrsd pursuant io this Article will rot exceed nine hundred

thousand gallons per day (.90 MGD) meazured as a peak-month average.

3.3 Poiatof Delivery,

lan

lie Wastews 20 will be delivered by Phaenix to TreatCo at the Phoenix-
to-TreatCo Wastewuter Delivery Puint. Phoenix will have ne reponsibility for (or any right,
title, interest or claim in or to) the Wastewater after the Wastewater has been delivered to the |

Phoenix-to-TreatCo Wastewater Delivery Point.
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1 8.4 Effluent and Related Credits.
2 All eftluent and related credits associated with the treatment of the

3 Wastewater will belong to TreatCo.

4 8.5 Rate for Wholzsaje Wastewater Service.
5 851 Rate
6 In consideration of ‘TreatCo agreecing 1o provide Wholesale

7 Wastewater Scrvice pursuant to this Article, Phoenix will pay TreatCo for Wastewater delivered
8 to the Phoenix-to-TreatCo Wastewater Delivery Pt)int at a Wholesale Wastewater Service rate
9 determined as iollows:

10 a.  The initial Wholesale Wastewater Services rate will be $2.32
11 per one thousand gallons of Potzble Water delivered by TreatCo to Phoenix at the TreatCo-to-
12 Phoenix Potable Water Dalivery Paint,

13 b 07 end when Potable Water .‘:‘efvice from TreatCo to Phoenix
14 under this Agreement is discortinued, the rate pursuant to this Section will converted to a
15 Wastewater metered rate as raatu-dly agreed by the Parties,

16 ¢.  The Parties acknowledge that the rate described in paragraph
17 (a) may be altered irom time fo liric by the Commission with or without the consent of TreatCo.
18 TreatCo will have the right :0 request changes in such rate from time to time, but those requested
19 changes must be based on changes in the actual costs paid or incurred by TreatCo with respect to

20 providing the survices pursuant to his Asticle.

21 . 8.3.2  Ternuration Right if Rate Excecds Beuchmark.
22 HTeatCo"s Wholesale Wastewater Service rate increases in any

23 one calendar y=ar by an aacun el when expressed as a percentage and combined with the

$63153.17/3096-000+4 47
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cumulative annual percentage iner2ases iy that rate during the term of this Agreement, exceeds

the cumulative annual percentage increases for that calendar year aad all preceding calendar
years (or portion thergof) during the term of this Agreement in the United States Department of
Labor’s Bureau of Labor Statistics Consumer Price Index for All Urkan Consumers (CPI-U), All

Items, Western United States (206 cquals 100) (or, if necessary or applicable, the successor of
such Consumecr Price Index or a reasonable substitute therefor), Pheenix will have the right (but

not the obligation) to disconnect (ale) known as “valve off”) or otherwise sever the Phoenix-to-

TreatCo Wastewater Delivery Poiut within thirty (30) days after the end of that calendar year and

terminate this Article as provided in Section 8.7.2(d).

8.6 Monthly Wastewater Bill.

8.6, Lerws.

TroaCe il monthly prevare - od cend to Fhoenix a billing invoice
for the amount of Wastewater received by TreatCo during the preceding month,  Monthly bills
will be due und payeble by Ploso x witiin 20 days after the bitling invoice date printed on the
billing invoice.

3.6.2 Dispated Bl

it PUeenix lisputes any portion of any bill, Phoenix will pay the
disputed amount under ’)px':";;wt when dve and include with its payment a written statement
indicating the basis for the protest. I the protest is tbund o be valid, TreatCo will refund to

Phoenix any ovuerpayiment within 20 Javs etter that finding.

it ooy bill 13 not paid within 20 duys after receipt of written

notification of the delinquency, ToentCo will have the vighy, viilout lubility of any kind, to
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suspend acceptance of Wastewater pugsuant to this Article as long as the said amount remains
unpaid. Nothing in this Sectivn will limit the 'ghts of TreatCo to use any other available legal
remedy to effect coilection of snid amount,

3.7 Term and Tervmation.

8.7.1 Term.
This Article wiil be for a term of 30 years.
372 Disconvection.
Phoomx will disconnect (also known as “valve off™) or otherwise
sever the Phoenix-to-TreatCo Wasewster Delivery Point, and TreatCo will be entitled to
discontinue acceptance of Wastewater at such Delivery Poit, within 30 days of the occurrence

of the following:

A, Txedration of the term of thiz Article as provided in Section

b 3rach of any of the obligations of Phoenix set forth in this
Article which have not been exnivisly wiived in writing by TreatCo.

c. | e oceurrence of @ condition for disconnecting (“valving off”)
or otherwise severing fe Delivery Print s descrited in this Aricle.

d. The rate ratio being exceeded as described in Section 8.5.2.

8.7.3 Cordibons D Risconnection.

Thoo bt s osole expense will desiga and construct all facilities
.

necessary to disconncct the Thocoot-to-TreatCo Wastewatzr Dlivery Point. Phoenix and

TreatCo mey mutually agree o i

angerrents to wilow those Zacilities and the Delivery Point to

remain in place. Any work perforr xd on the TrealCe System by Phoenix’s contractor will be

563153.17/3099-0004 9
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done in a satisfactory and workinaai e nanaer and in accordarcs with plans and specifications
approved by TreatCo. Phoenix will not permit work to be done by its contractor until said plans
and specifications have been sporoved by TreatCo. The plans and specifications will include a
right by TreatCo to inspect th: work of Thoenix’s contractors.

3.8 Calibration of Insirumonts,

3.8.1  Goneral

Phocinx will be responsible for calibration and preventive
maintenance of all metering, instrumentation and telemetry cquipment required by TreatCo for
delivery of the Wastewater at the 2ncenix-to-TreatCo Wastewater Delivery Point. All necessary
calibration will be performed by an independent contractor every yoar at Phoenix's cost.
TreatCo’s Representative will te outied in advance and will be endtled to be present during the
calibration (but the celibration 1 be corducted in accordance with the notice even if that
Representative fails to sppear’.

8.3.2  Recuwiliation,

Oinvzomios greater than three percent (3%) that are discovered

during the calitration wiii

1
i

be adrodas foilows:

joa)
~

vo-hialf of the discrepancy percentage will be charged or
refunded for all Wastewater iue:vot between the datz of the fast calibration and the date the
discrepancy is discovered.

b, f che ncter hails or stops rzcording, an estimate of the
Wastewater received Juring tie moctis of failure vill be nrepared for billing purposes in
accordance with TreatCo’s sandid pctice D0 such estimations sad, if Wastewater is still

being received by TreatCo ron Fiseniy ander this Agrzement duving that period, will take into
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account the amount of svek Vioctswater peceived during that period.  To avoid continued
estimation, Phoenix will act ¢iligently in seeking to repair or replace the meter. I[n no event will
the meter go unrepaired or not reniaced {5 more than three consecutive billing periods.

838.3  Payment for Instrumentation.

Phoenix will be responsible for connecting (or causing to be
connected) delivery imeter output signals to TreatCo's electronic telemetry systems as directed by
TreatCo. Phocnix will oay all costs for equipment and labor necessary to connect such system to
TreatCo's standards and satistac:ion.

8.8.4  Calj

sition Repotts,
Phaocnix will provide TreatCo with a copy of all preventive

maintenance «nd calibration ¢onfracts and with copies of calibration reports,  This

documentation will be providen ¢ Citizens Water Rescurces Company of Arizona, Attn:
Operations Munager, 15626 Nacth Del Webb Boulevard, P.0O. 2ox 1687, Sun City, Arizona
85372.
8.9 Phoenix Coline ' .
Wastewa. deliverzd by Phoeni o TreatCo pursiant to this Article will
have been collected by Phoziix »nlv {ram the following areas und from no other areas: (a)

locations withir the Phoenix arves. provided snch Wastowater has been generated only within the
Phoenix Area, und (b) locatiors cicuide the Phoenix Area, if (and only it) both (i) the Phoenix
City Code requires Phoonix o - ond Retell Wastewater Scrvices to a customer outside the
Phoenix Area and (i1) the accentoroe of that Westewater dees ot reduce the level of service
provided by Phoenix within the Vivenix Area or cause TreutCo to reduce the level of service

provided by TreatCo in the Piojuoc o elsowhers,
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ARTICLE IX
RETAIL NON-POTABLE /4 TER SERVICES BY PIHIOENIX IN PHOENIX AREA

9.1 Retail Non-t'o

e Warer Servicea,

Phoenix win provide (and will have sole responsibility for providing)
Retail Non-Potable Water Seivices (o ves'dents, businesses, schools and other persons, including
Phoenix itself, within the Phoenix Avca in accordance with the Phoenix Cily Code. TreatCo has
no responsibiiity for providing Retail Non-Potable Water Services in the Phoenix Area.

9.2 Authorizatics.

Phoenix witl uf 1% own expense on a timely basis take all reasonable steps
necessary to obtain, mainiain eod conew any Authorizations vccessary in connection with its
activities described in this Aizicle. TreatCo will cooperate with {and affirmatively support)
Phoenix in obtaining any such Authorizations.

D3 Billing of Costivow

Phocnix =i bl (ed will have sole responsibility for billing) its
customers for Retail Non-Parabls A vy Servicos, The billing will be done in accordance with
the Phoenix City Code.  Treci('s hus ne eosponsibility tor toct billing or for collection of

amounts so billed.

24 Code Comnluacs

Phoensoe i enforee 2l of the Phoenix City Code provisions applicable to

Retail Non-Potable We:rr Ser-ce 1 o Thomniy Area.

563153.17/3099-0004
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1 2.5 Mainterance and Dwnership.

2 Phoenix w.l Ce solely respensible for maintenarnce and ownership of all
3 public Non-Potable Weter lines torated within public rights-of-way or easements within the

4 Phoenix Area.

563153.17/3099-000- 53




10

tl

20

21

ARTICLE X
WHOLESALE NON-POTARLE WATER SERVICES BY TREATCO TO PIHIOENIX

10.1  ‘[rausfer of Noa-Potable Water,

TreatCo will deliver Non-Potable Water to Phoenix for resale, Phoenix
may use tae Non-Potable Water only to provide Retail Non-Potable Water Services in the
Phoenix Area as contemplated by Auticle 1X and for no other purpose. These deliveries will be
in quantitics and at tlow rates sufficient to meet the reasonable demands of the customers of
Phoenix in the Phoenix Area.,

10.2  Point ot Delivery,

The Mon-Potable Water will be delivered by TreatCo to Phoenix at the
TreatCo-to-Phoenix Non-Potable Water Delivery Point. TreatCo will have no responsibility for
the Non-Potable Water after the Non-Potable "Water has been deiivered to the TreatCo-to-
Phoenix Non-Potable %/ ater Deit ovv Pont.

(0.2 Water Duality,

Y

™

Hucept aa provided hercin, Treat

Co makes no representations or
warranties regarding iz quaiits of the Non-Petable Water Zelivered to Phoenix under this
Article, other than that the quaiity ~f the Non-Potable Water delivered -0 Phoenix pursuant to
this Article will be senerally similzr to the quality of Non-Potable Water that TreatCo delivers to
its retail customers and wilt be of a quality to meet applicable state requirements for open access
irrigation uses set forth i the ouuiations peotulgated by ADWR for the reuse of reclaimed

Wastewater.
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10.4  Calibration of Ingtryments.

0.4.1 General,
Pheenix will be tesponsible for calibration and preventive
maintenance of all metering, instrumsntaiion and telemetry equipment required by TreatCo for
delivery of the Non-Potable Water at the TreatCo-to-Phoenix Non-Potable Water Delivery Point.
All necessary Calibmtionlwill be perforimed by an independent contractor every year at Phoenix’s
cost. TreatCo’s Representative will be notitied in advance and will entitled to be present during
the calibration (but the calibration may he conducted in accordance with the notice even if that
Representative fails to eppear).
10.4.2 Reconciliation.
Discrepancies greater than three percent (3%) that are discovered
during the calibration will be sdjusted as tollows:

1. Omes hatf of the discrepancy percentage will be charged or
refunded for all Non-Potable W=tz delivored between the date of the last calibration and the date
the discrepancy is discovered.

b. I the m ;;tcr falis or stops recording, an estimate of the Non-
Potable Water dzlivered during e ~wenths of failure will be prenared for billing purposes in

accordance wuth Trea:Co's stand

ard oractice for such estimations.  To avoid continued
estimation, Phoenix will act ditigear’y in secking to repair or reslace the meter. Tn no event will
the meter go unrepaired or nct replaced for more than three consccutive billing periods.

10.4.3 Pavient for Instrumentation,

Proenin Al be responsible for connecting (or causing to be

connected) defivery nieter outyu sy als (o TrearCo’s electronic telemetry systems as directed by

i
e
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TreatCo. Phoenix will pay all costs for cquipment and laber necescary to connect such system to

TreatCo’s standards and satisfaction.

10.4.4 Calibration Reports.

Phoenix will provide TreatCo with a copy of all preveative

maintenance and calibration coniracts and  with copies of calibration reports.  This

documentation will e provided to Viee President and Geneval Manager, Citizens Water

Resources Company of Arizona, Attt Operations Manager, 15626 North Del Webb Boulevard,

P.O. Box 1687, Sua City, Arivona 83372,

10.5

fstimate uf Water Demand.

10.3.1 Penod ¢ stimates.

On or betore November [ of each year, Phoenix will provide

TreatCo with a written estimatz 7 he crnount of Non-Potalle Water that Phoenix may require

TreatCo to deliver in the following calendar year. The estimate will also set forth the estimated

amount for each month.

billing purposes.

(0.6

1052 dote Agadings.

erewill be read Jointly by both Pattics on a monthly basis for

service Corae ction,

' A
R4

I Vales ana Fittings.

(o3

4

i

fhe rentCe-to-Phoenix Non-Potable Water Delivery Point will

contain all necessary vaives and £ o8 fo eusure that:

a. - Thz moximum amount of Mon-Potable YWater delivered will not

exceed the Mon-Potabl: Wate: domand £ the Phoenix Area.

563153.17/3099-0604
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b, Mo backflow will occur. Phoenix will install and maintain, to
the reasonable satisfaction of '5‘1‘2}((7;‘;, backflow prevention assemblics on the TreatCo-to-
Phoenix Non-Potable Water Qelive:ry Toint. All such assemblics will be located on Phoenix’s
property or on other public rights- of-way
| ¢ ““Water hammers” (that is, circumstances in which valves open
or close too quickly) will be minimized.
10.6.2 Replaccrment,
{f meters, gates or valves installed by Phoenix as required by this
Article become undersized, incperative or inaccurate for the range of flows through such
facilities based on applicable water engineering standards, Pheenix will at its expense replace

such meters, gates or valves as reauired by TreatCo.

10.7  Storags and Preeeure,

TreatCe inales no warranties or guarantees that it is providing storage or
pressure capacity to Phoeaix, frsile he Phoenix Arvea, Pheenix will bz solely responsible for its
own delivery infrastructure, ‘wi'u ! ag siorage and pumping capacity for maintaining adequate
pressure.

10.8  Transoncsq=on and Treatment Losses.

TreatCo il detormine the amount of losses occurring in the treatment
and transportation of Non-Potabis Weter 'o the TreatCo-to-Pr oenix Nen-Potable Water Delivery

Point. Unless the Parties munal’s ¢ rer otherwise in writing, the determination will be made in

vl

accordance with the percentuge of icsses renerted by TreatCo to ADV/R each year (or, in the
absence of such reports e gercintage derived from enother reasonable methodology).

Notwithstanding the foregoiaz, 0~ rereontage of losses will not exceed ten percent (10%). The
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1 losses will increase the anount 20 7 ina.Ptable Water deemed to have been delivered by TreatCo
2 to Phoenix at the TreatCo-to-Fhoeniz Non-Potable Water Delivery Point and will be accounted
3 for as an additional amount (i.e.. w&ded to the meter reading at the TreatCo-to-Phoenix Non-

4 Potable Water Delivery Point).

5 109 Shut Downs,
6 ‘ TreatCo vl ave thie right to suspend the delivery of Non-Potable Water

7 pursuant to this Agticle for an = -2rgency or for purposes of routine maintenance and repair,
8 TreatCo will provide (a) 20-days’ prier written notice of any suspension for routine maintenance
9 and repair, and (b) such prior weitton notice 1 may be practicable of any suspension fdr an
10 emergency. TreatCo will ot be liable to Phoernix, to any customer of Phoenix or to any other
11 person for any claim, demand, los= 1 damage of any nature or character whatsoever due to, or
12 arising out of, any susp=nsion o ver af Nep-Potable Water pursuant to this Article for an
13 emergency or “or purposes of ont e et enance and r2pair

14 N0 Phowdx Bie

15 TreatCoe's ablizaiion w Phoenix under this Article will terminate at the
16 TreatCo-to-Pheonix Nan-Potibl: Water Delivery Point. Phoenix is responsible, and assumes
17 full liability, for the disuihction of “ap2atable Weter receivad at ine TreatCo-to-Phoenix Non-

18 Potable Water Delivery Poir: ~d for ol speration and caivtenance costs for delivery to

19 Phoenix's users. Proenix will ivderanify, fefend nid hold TrewCo hanuless from and against all

20 expense, liability and claime for Loagy to preperty or for mjury to or death of any persons

21 arising out of cr in any way con.oted with the distribution, 2endistribution or quality of the
1 1 r

22 delivered Non-Potable Watse by Uboents ance such water is deliverad 42 “he TreatCo-to-Phoenix

23 Non-Potable Water Deirvary 70 h-Potibls Water Jeliverzsd by TreatCo to Phoenix
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| pursuant to this Article wili be distributed by Phoenix only to Jocations within the Phoenix Area
1
j 2 for end use within the Phoenix Ao
3 0.1 Payvivent for Wholesale Non-Potable Water Service,
4 In consideration of TreatCo agreeing to deliver Non-Potable Water
s pursuant to this Article, Phocniv will pay TreatCo for Non-Potable Water delivered to the

6 TreatCo-to-Phoenix Non-Pofable Water Delivery Point at a wholesale Non-Potable Water

7 delivery rate determined as (ilows:

8 a. Taz wholesale Non-Potable Water delivery rate will be seventy-
9 five percent (75%) of TreatCo's then applicable retail Non-Potable Water rate for retail Non-

10 Potable Water customers of TreatCo (which rate is presently $0.64 per one thousand gallons).
i b. The Perties acknowiedge that the rate described in paragraph (a)

'

12 may be altered {ron time o e v e Commission with or without the consent of TreatCo.

13 TreaiCo will hove the riobt fo receesi changes in such rate from rime to time, but those requested
14 changes must bz based on chancos o the cotnal costs paid o incarred by TreatCo with respect to
15 providing the scrvices sarsuant w15 Article,

16 1012 Monthl Wster Bill.

17 10,121 T

18 PretCo will monthly prepare and send to Phoenix a billing invoice
19 for Non-Potable Water defiverl to Phoarix pursuznt to this Aricle during the preceding month.

20 Monthly biils will be due 1ad navatte Uy Phezpix within 20 days sfter the billing invoice date

21 printed on the billing inveice.

$63153.17/3099.0001 )
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)12 2Bisputed Bili.

[f Phoenix disputes any portion of any bill, Phoenix will pay the
disputed amount under protest when due and include with its payment a written statement
indicating the basis for the protost, It the protest is found to be valid, TreatCo will refund to
Phoenix any overpayment witain 30 days after that finding,

10.12.3BDelinguent Bill.

[0 any bill s not paid within 30 days a.r‘ter receipt of written
notification of the delinquency, TretCo will have the right, without liability of any kind, to
suspend the delivery of Nen-Potabie Weter pursuant to this Article as long as the said amount
remains unpaid. Nothing in s Section will limit the riglhts of TreatCo to use any other
available legal remedy to effect collestion of satd amount,

VOIS et e 2y Discontinuance of Delivery,

3T T cod Termination,

Mhie Atiele will be for aniritial tem of 10 years, and may be
renewed by Phoenix for a sutse e ent additionsl 10-year term, previded however Phoenix may
on 90-days’ prior notice wo Tre tCu tvdivate this Artizle prior to the cxpiration of the initial 10-
year term if Phoenix his cotwec.s’ the Phoenix Distribution Tuciiities to the Phoenix Non-
Potable Water Treatment faciiitics

LC 12270 o,

vy

b the second 1-vear wemm. cithor Party may terminate this

Article prior o the end of such "Cevear term b terminating Tarty gives five-years® prior

written notice of such ivynatica ©. e other Party. Upon such notice being given, this Article

will terminate [ve vears don i o bdivary of ench ot to the otier Party. This Article
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may also be ‘ertninated ot

this Article.

terminate this Article prior to the

Area to a Non-Potable

"..r W S
HERER

D

P

TreatCo-to-Phoenix Non-Potabie

discontinue delivery of Nou-Po

occurrence of the following:

tany thne

Within the secoud |

SeOihe

boih Parties ugree (hat it 13 mutually beneficial to terminate

- Iy by e
Sdevoar term, Ph

wenix may on 90-days’ prior notice to TreatCo
sxpivaton of that term, if Phoerix has connected the Phoenix
ed and onerated by Phoenix,

21 oWl

L.

{Ga%

sentd will disconnect (also known as “valve off”) or sever the

VWater Delivery Point, and TreatCo will be entitled to

tabic Water to such Delivery Point, within 30 days of the

a, Expiration of the term of this Article or other termination of
this Article as provided in Sesticn 1044
Y. Sresch ofany of the o eatiors of Phocenix set forth in this

Article which have not heen ¢ e

off") or otherwise severing the ey

10,1340

Phoeair ob 43

shywatved inowriting by TreaiCo.

The ecenvrence of a conditic. . for disconnecting (“valving

ar Unint as doscribed i this faricle.
s one Yor Disconnection.

sele expense vill lesign and construct all facilities

necessary to disconnect the [iiiro-.o-Phocnix Non-Petable Water Delivery Point. Phoenix and
TreatCo may wutually ugree tu s ovagenents to allow thess facilitcs and the Delivery Point to

remain in place. Any werk pec

nrived on the TreatCo System by Plwenix's contractor will be

done in a satisfactory and wo:imantize mznney 20d i1 accordanse with pians and specifications

ot T,
MV [P TR R

approved by TrentCo.

563153.17/3099-0004
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wermnit work to be donie by its contractor until said plans




and specifications have been woovad by TreatCo. The plars and specifications will include a
right by TreatCo to inspect the work of Phoenix's contractors.
10.14 Approvois Reoticed by Law.,

Phosnix and TreatCo will cooperate in seeking any approvals or permits
required by applicable law to sffectuate the delivery of Non-Potable Water pursuant to this
Article. If any such approval cannot be obtained, then Phoenix and TreatCo will be relieved of
their respective obligations set forth i this Article (but the Parties will not thereby be relieved of
their respective obligations under Secticn 1.3.2). As between Phinenix and TreatCo, Phoenix
will take the initiative and use ity 1oasonable best aiforts in seeking any approvals or permits
required by applicable law t elfeciunte the delivery of Nop-Potable Water pinx'suant to this

Article that would not be required 1o e obitained by TreatCo but for this Article.
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ARTICLE XI
TREATCO RECHARGE /RECOVERY FACILITIES

LD Acknowlicdeements,

The Partics acknowledge that, pursuant to the [nfrastructure Agreement,
TreatCo plans to locate TreatCo RechargerRecovery Facilities in the Phoenix Area to enable
TreatCo to recharge and recover water transported to the recharge site located in the Phoenix
Area,
1.2 Recovery Wells,

1121 Brzlling.
Phaenix consents fo TreatCo's location of seven recovery wells
and will provide letters to other zoveinmental bodizs confirmirg this consent. Those wells are to

be subject to the use restrictions set forth in Sections 11.2.4 and [1.2.5. The location of the

Recharge/Recovery Facilities (‘nciucing we recovery svells) 12 wiich Phoenix consents is set
forth on Exhibit C.
122 Repou

adter he recovery wells which are leceted ‘r the Phoenix Area and
which are part of the TreatCo RechiroeRecovery Facilitics bave been drilled, completed and
placed in service, TreatCo will provide copies of additional enginzering and hydrology reports (if
any) that TreatCo has prapared or sr2cived regarding the location, groundwater table underlying,
and effect of the recovery wells t+ Fhoenix for its records.

V023 Dsobion Use Restriction,

Menvidseding Seedons 214 and 1013, if TreatCo desires to

continue to use the recovesy woids weieh re focutad i the Pheanix Arca and which are part of

563153.17/3099.9204 x
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‘

the TreatCo Recharge/Kecovery Fredlities afler the disconneciion of the TreatCo-to-Phoenix
Potable Water Delivery Point or rac TreatCo-to-Phoenix Non-Potable Water Delivery Point as
described in those Sections, Tweatly will design and instail in the Phoenix Arca valves and
mains that are isolated from wid not connected to the Phoeaix Facliities, and in connection with
that design and installation) Choenix will grant TreatCo such parmits or licenses for the use of
public rights-of-way and/or public casernents as may be necessary r the location of (and access
to) those valves and mains. Unluss sd antil such isolated and uncounected velves and mains are

installed, TreatCo will use sun? welle only for supplemental “emergency” purposes.
: ! Bency p

icrion; Connections to Phoenix Area.

e

Lirtal June 1, 2003, TreatCo will operate its recovery wells only as
an emergency backup for that Wholesale Potable Water Service, valess TreatCo first blends the
withdrawn well water with Troa Oy warhice woter <1;p;1iy. such ~wergency conditions will be
limited to an outage (whether in winie ar of at least §0%% of TreatCo’s tr2atment capacity) of the

surface water treatment slonl o arerrechis water main break, Ve2aiCe will notify the water

services director of Phacnix ag oo vy practicable of cperativa o any w2l for discharge to the

Potable Water distributicn sy revs 2Adch swovides Whotesals Fora'le Water Service to Phoenix.,
The recovery wells will e constinetel s b that diveet withdraveal of discharged reclaimed water

does not occur.

Prucens e e thet Phoeniv i3 oroviding Wholesale Potable
Water Service to TreatCo as provided i this Asrcomont, TriatCo will Emit the number of

recovery wells which aoe 'coeted 10 e Phoenis Aves and owied oy TraatCo to no more than

seven (7) recovery welis, In adiition, TreatCo witl Falt the tal amount of water withdrawn
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from the wells o not more than 2,000 acre feet per year, subject to the use limitations described

in Section 11.2.4.

1.3 Rights-oi%A v in Eavorod TreatCo,

The Parties nive mutually agreed (or will nutually agree from time to
time) on the location of thz lines con-ecting the TreatCo Recharge/Recovery Facilities located in
the Phoenix Area with the Troa.Ce Systam. Phoenix acknowledgss that, concurrently with the
execution of this Agreement, Devoluper will grant to TreatCo an initial water line easement for
the location of (and access to) Trv:tiC0's lines, which casement will be substantially in the form
attached as Exhibit E, and pectaining to premises described therein (the “Developer Water Line
Easement”). The Developer Water Line Eascment will incinde the conditions set forth in
Attachment [ to the Developer Waler Line Fasement, but any public streets, public easements or
other interests of Phoenix with rosoct to the premises described in the Developer Water Line
Easement are subordinate anc juiror to the rights granted 1 TreetCo by the Developer Water
Line Easement. Phoen'x nlss werowlidaes that Developer will from time o time grant to
TreatCo additional water Uro o senwets substantially in the $oe attached as Exhibit E and
pertaining to other focations in hio Phesnix Arca. The Partizs actnowledge that the premises
described in the Developer Water Lone Tasement consist ¢f Sur 71) non-contiguous segments

separated by “zaps.” Accordingly, ¢ filitate mn wnintermupted tight-of-way for TreatCo’s lines,

Phoenix acknowledges and cgoe o mar, concurtently -with the cxecution of this Agreement,
Phoenix will grant to TrestCo o indvdal wvator tee czeemant ag to the “gaps” for the location of

(and access to) TreatCols Hres ohiel ensement w1 be sulsantaily in the form attached as

Exhibit F, and pertaining o o pronises deserioed therzin {the “Phoenix _Water Line

Sy

Easement’™). ir adition, Phosans = 0 woam Toeoilo sieh addivons] ermits and licenses with

AN
P
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standard conditions required of cimilar permittess or licensees in public streets and public
easements as may ve necessavy for e location of (and aceess to} those iies to the recharge area.

>}

Reeharge wnd relaied cradits (including Recharge Credits) relating to
recharge and recovery throuzh or by ineans of the TreatCo Rechurge/Recevery Fucilities belong
to and are the property of TieziCo.

LS Forbewgnes and Waiver of Condemnation Rivhts,

To the extent nermitted by applicable faw, and for a period from the date
of this Agreement to the fifteenth (157 cumiversary of the date that Phoenix first provides Retail
Potable Water Services n the Phoenix Area, Pheenix will not acquite or attempt to acquire by
condemnation, cmincnt doman prozendings or otherwise, the property of TreatCo providing

water and wasicwerer sorvizes oo s the present Phoerix Ar

ey
e
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ARTICLE XII

12,1 2aymeent by TreatCo,

In consideration £5c the additional watzr and wastewater service capacity
that becomes available to TreatCo by virtue of this Agreement and other good and valuable
consideration, the reeeipt and sutficency of which are hereby acknowledged, and provided that
Phoenix has otherwise complied wita Sections 3.3 and 6.3, TreatCo will pay or cause to be pa;d
to Phoenix the aggregate amount of five million dollars ($5,000,000). That amount will be paid
to Phoenix in five (3) cqual installients of one miifion dotiars (31,000,000) each, as follows:

4. Thefirst instaliment will be paid on the thirtieth (30™) day after
the later of (i) June 1, 2002, or (i) the day on which the amount of Potable Water available to

TreatCo at the Phoenix-to-Trea:Co Potable Water Dslivery Point oursuant to Article V equals
J £ L a2

one million gallons per day (1.0 MGD).
b Tle sweend installment will be paid on the thirtieth (30™) day
after the day on which the cmevnit of Poteble Witer available to Trea!Co at the Phoenix-to-
TreatCo Po&a?lz: Water Delivery Porit pussnant to Artizle Y oquals four million gallons per day
(4.0 MGD).
oo The thisd foerth and Ak installments wwill be paid on the third,

fourth and fifth aanivervaries, respiot s2ly, of the nayment of “he second iastailment,

No interest will acerie on or sthernise be sayable with mespect to he foregoing amounts.

563153.17/3099 3004 AT
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ARTICLE X!
CISPUTE RESOLUTION

13.1  Scope of Adticle.

This Arricle governs the resolution of all disputes that arise under this
Agreement (including any dissutz as to the arbitrability of 2 master),

132 Geod Faith Meaotiations,

A Purty that believes a dispute exists under this Agreement will first refer
the dispute to the Representatves for resolution. The Rervvesentatives of each Party will
personaily meet and attempt in sood faith to resolve the Jdispute. If the Designated
Representatives cannot vesolve the dispute within 21 days, the matter will be raferred to senior
management of the Parties tur resouution.  [f these persons are unable 1o resolve the dispute

within 21 days, a Party that siiil belleves o dispule requires vesolution may avail itself of the

133

[ o Poriy ol bellees a

daptr ceguires resolution after following the
procedures of Sectien 132, thas Pty U st wiva a deta's! wiitten notice of dispute to the
other Party setting forth thz natire f the dispute. The Pariies will then, before resorting to
arbitration, first try in good Qidi 1o setthe the Jdispuie Dy madiation in zccordance with mutually
agreed mediation rules. The —adiatos muse have substantiz] wccrence with the public and
private water utility industry.

A

Any dispuis wt szsolved by omeds
b i Y

~owitain €0 days afler the initial
meeting of the Represcntative sax upor agreenent by both paniies, be submitted to non-binding

arbitration cdministercd by tho Snenicoa AbMsion Aseccluics (PAAMA™) before a single
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I arbitrator. If the controversy or claim refates w constrvetion, and if the Parties mutually agree to
2 arbitration, the arbitration will be conducted in vocordance with the AAA's Construction Industry
3 Arbitration Ruies; otherwise, ths AAA’S Commercizl Arbitration Rules will apply, as well its
4 expedited hearmg rules and optional rules.  In any case, the arbifrator must have substantial
5 experience with the public and private wacer utility industry, The arbitrator has no power to amend

-6 or modify this Agreement. Unless the Paities otherwise agree. the award rendered by the arbitrator
7 is not binding on the Partics and is cor admissible in any sourt procezding.

8 3.4 Otber Reniedis

9 The preeading pavagraphs of this Article are inteaded to set forth the first
10 procedure to resolve all dispures wader this Agresament. It is desirable that all disputes that
11 would traditionally be resolvable by a law court would be vesolvable under this procedure.
12 However, the Parties rocognive that oart i husiness reladenshiss could give rise to the need for
13 one Party to seek cquitable rerisdies e a court, sich as orergency, provisional or summary

t4 relief, and irjunctive r2'ief. wreaintely following the ixsuz 2o of “ny suck equitable relief, the

15 Parties will stav any Suthor judizial srocecding peading mediatizze or arbitration of all

16 underlying claims between the Partles. | |
v 38 Configatiliv

18 ‘ . Txoent s o orwise < gesed by ‘he Partiss in writing, (a) the fact of the

19 pending arbitration will not be ivelosed or conlirmed by the Parties or the arbitrator to any

20 person who is nota nasty e, oo o e e proceedings watl the arbitration award has
21 been made, () the procecdings ol not be recodad or transeribed in ey manner, and (c) all

22 documents, testimeny 2:ad records (sther than e conlezet docerments cut of which the dispute

563153.17/3795-7004 a0
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I arises) will be ceceived, heard and mamiined by the arbitrator, available for inspcction only by

2 the Partics.
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ARTICLE X1V
CENERAL FROVISIONS
4.1 Torcs Majeurce,

No Party will be liable to another Party for failure, default or delay in
performing any of its obligations uader this Agreement, other than for the payment of money
obligations specified in this Agreernent, ([ such failure, default or delay is the result of any cause
or event not within the control of tre Party atfected and which, hv the exercise or reasonable
diligence, such Party is unable 1o prevent or mitigate (such a cause or event being “Force
Majeure”). Force Majeure includes the failure of the other Party to timely construct

interconnection lines as described in Sections 3.4.1 and 3.4.2.1. Force Majeure does not include

changes in local, state, uational v international general ecoromic conditions. The Party’s
failure, defzult or delay in perrormance will te excused only for as long as such cause or event is
present. If any of the foregoing ccour, the Parcties vill proseed with diligence to do what is
reasonable and nzcessary 1o enable cach Party to perform its obligations under this Agreement.
A Party will not in any cvent incur any Hability to any other Paity for consequential or any other
damages which may resalt fove delays in initiating service, or fiem in‘erruptions in or other
malfunctions of service, hased spon G firezoing dircwinstanc s,
1.2 Assign:ient

This Agreercer t My be assigned by TreatCe for, to the extent it is a party
hereto, by DistCo) to (a) 2 pareut corporation ~f which it is a '.;.zhn?lly-q)\‘/tlt;\:l subsidiary, or to a
wholly-owned subsidiary of ‘iz purent, or to a wholly-owned subsidiary of a wholly-owned

subsidiary of the varent o0 wnother otity wherein Zitizens hue a controlling interest, (b)

American Water Works Contreny Tae, o a sobeidingy or 5her 218 ate thereof) or a person
: . p
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1 who merges with TreatCo or DistCo or aay of the foregoing ar who acquires all or substantially
2 all of the stock or assets of TreatC'y or DistCo or any of the foregoing, or (¢) an assignee of the
3 rights and obligations of TreatCo, DistCo or any of the orsgoing under the Infrastructure
4 Agreement. This Agreement wiii not be otherwise assignable by a Party without the prior
5 written conseunt of the other Purtizs, which consent will not be unreasonably withheld.

6 4.3 Notiges,

7 Except as ciberwise specitied in this Agreement, any uotice, demand,
8 request or other communication required or authorized by this ;-\grécmcnt to be given in writing
9 to a Party must be cither (2) pecsonally delivered, (b) matled by registered or certified mail
10 (return receipt requested), postage nrepatd, () sent by overnight express carrier, or (d) sent by
11 telecopy or electronic mail, in each case at the following address:

12 To TreatCo or DistCo a4t

13 Yice Prosicent us Jroeral Managoor

14 Citizens Water Jesourezs Company of Avizora
15 15626 Nort™ o] Yol Boulavad

16 0. Bo 15857

17 Sun City, Ariwona 35372

18 with a copy io:

19 Craig A, Dlarks

20 Associaty Censal U et

21 Citizens Utiiities o aney

22 ZO01 Mot Cenval Avan

23 Fhoenix, Avtzona 3004
563153.17/3099-000+ I
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1 and with a further copy to:

2 Galagher & Kennedy, P

3 Aty Terence W Thempson, Esg.

4 2000 North Central Avor

5 Phoenix, Arizona 835604

6 or to such cther address as DistCo ar TicatCo may advise the other Parties in writing, and to |
7 Phoenix at; -

8 City of Phoenix

9 200 West Washington Street, Suite 900

10 Phoenix, Anzona 33003

1 At Water Services Director
12 Telerbonz (602) 202-6627
13 [ax: (6072) 29355342

14 with a copy to:

15 Josse WL Sewrs
16 Assisant Chief Covgs !
17 A City Attorney’s Cliics
18 ‘ City of Phoenix Law Depmtmcnt
19 200 Wasi Washiagton Strest, Suite 1300
20 iteenix, Avizona CI0G3148]
21 Tuienhione: (802 405208140
22 Pt (60 0) 534- 207
563153.17/3099-000 ¢ , 73
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or to such other address o8 Phoenix 1nay advise the other Parties in writing.’ The designation of such
person and/or address may be changed at any time by a Party on written notice given under this
Section. All notices, demands, reqiests or other communications sent pursuant to this Section will
be deemed received (i) if personally delivered, on the Business Day of delivery, (ii) if sent by
telecopy or electronic mail barvre aoan (12:00 p.m.) Phoenix time, on the day sent if a Business
Day or, if such day is not a Rusiness Day or if sent alter noen (12:€0 p.n.) Phoenix time, on the
next Business Day, (iii) if sent oy overnight express carrier, on the next Business Day immediately
following the day scnt, or (iv) it sent by registered or certified mail, on the earlier of the third
Business Day aiter the aay ceat or wien actually received.  Any notice by telecopy or electronic

mail will be followed by notice sent by othier means as well.

Gt Deiive Mprruvents Alachments,
A oo Mareement,
TR Avezevont corstitates the enties viderstarding between the Parties

&

regarding the sibicct mrrter o b Soreernent, This Agreement eersedes any and all previous
understandirgs betwer the Fooies (oelading any Tetter of intent) regarding the subject matter of
this Agreement. This Azrecrvent binds and inures to the benefic of the Parties, their successors
and assigns. None of the Pesties has ertered into this Agreement in reliance upon any oral or

written representation ov inform:tion provided by any other Party,

140 AL

ents,

Alachments ot comalete ut the effective date of this Agreement will be
added as they ave completed v arin e amandment, signed hy each Party. Each attachment that
is completed cr rodifi Ty n b nent amendiment will note on its face the date and number

of that amendmeant.
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“ TTheotempe & . eyt
A8 Puashet Assuiances.

v

oa Pury o cotcvininegs in its reasonable discretion that ény further
instruments, assurances o oiadl thuggs are necessary or desivable to carry out the terms of this
Agreement, tlic other Cucly vl exccute und deliver all instruments and assurances and do all
things reasonably necessacy o1 desicablz to camry out the enins ol this Agreement, including
using its best ¢ Trts to pegotizte and enrer into any agrecments that may become necessary and
appropriate.

6 No Wiver,

Tle farues ot a Party w0 enforce ut any time any of the provisions of this
Agreement (or to require at any time periormance 2y the other Party of any of its provisions) is
not to be construed as a waiver «f such provisions and does rot in any way affect the validity of

this Agrecment o the riyh of vl Pty fo enforce any provision

4.7 Moditic o Weiver,

.

S odilicar cn e vuver of all or oy part 5P this Agreement is not valid
unless it is rediiced o liet wars et

ovind Interpretation,

Tha taws eof the State of Arizonz gevern the interpretation and

P

tins Aaoee vact mey be exceniad insevoeral connrerparts,

)
—

e
OTVE N RS
TN Sl

graement, express or aapiied, s intended to confer any

'

rights or remecics vador or by eo s o5 this Agreement on Ly persons other than the Parties.

563153.17/3099-G004 it




19

20

21

Nothing in thie Agreeae t i foteno sl o relicve o discharge the obligation or liability of any
third person to any Party. This Suicernent does vot create any duty, lability or standard of care
to any person not a Party.

4oL Coafidontinl aod Propristary [nformation,

Tothe exent permitted by fuy, any information provided by one Party to
another Party that is couspicuously beled “CCNFIDENTIAU AND PROPRIETARY”, or ariy ‘
matter derived from such infurmation, may not be disclosed by the receiving Party to any third
party, except: (i) with the providing Party’s consent, not to he unreasonably withheld, (ii) in
response to a subpoeni, other logul process, cowt order, or regulatory authority order obtained
after the receiving Party has used rersorab'e etforts to obtain an ordee ot the court protecting the
confidentiality of the information v Vor restrict ng its dissemination, (iii) if such dissemination

is necessary a'tar the cotwrenes L Jefaudt andder this Ag

ecment by ihe Party supplying such
information in ¢oanectsa wilh e eoforcement of the rights of the non-defaulting Party, or (iv)
if the informaticn prov~iced L oane Party fo anothier Party is otherwise publicly available. If a
Party that receives contilmtisl T2 mation becemes aware of any attewpt by any third party or
court to obtain any corfiloatdl criration, the Party willl a5 soon as practicable, notify the
Party that labeled the il s confideatial o the sttemnt to obia'v the information. Upon
request of the pravidir; Perty, e Tilrmation must be promptly setuned.  Notwithstanding the

foregoing expectation, the Ptz ackevladge that Phosnis i a public entity subject to the

Lo

provisions of "¢ Avivon. Tab o Goiacds Law, which mio viee cerizin of the foregoing

expectations wi.aforocadle av o of v,
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I P2 Peviow of e idies

2 Review odit or rspewtion by a Pamy of a facility constructed by another
3 Party or of a decument arafte Ty oot Party does ot coustitire an endorsement or warranty

4 of any of them nr a waiver of sy viunt vpder (his Agreement.

5 1413 Camputation o Time.
6 I comauting any period of time oreseribed or allowed under this

7 Agreement, the day of the wor ¢ont ar detialt fom which the designated period of time begins
8 to run is included. Werkznd aod ol favs wre also included. Section 14.3 sets forth special rules
9 as to when notices and other communications are deemed received.

10 14.14  No Parry rhe Deagt

- Legal Representation,

it This Agrecrent is e product of negotiation among the Parties. No Party
12 is deemed the drLer of ois Norrvvont In connection with this Agrcement and the transactions
13 contemplated heveby, ~rotCo ars i ATV ites are represertsd by Gallagher & Kennedy, PA.,
14 and Phoenix is vepresent J by e o Atorasy s Office, and s sch Party boreby consents to such
15 representation nd waives nvoroieatial or aottal conflivt of interest with respect to such
16 representation { wcludisn toprecoriatinn T counection with ‘::,n‘_v dispute ihat may arise under this
17 Agreement or that may wilerw ie L ise boiween the Pacties or S2iv respective Affiliates).

18 [

19 Saaet v b wweress oorevisiens of cbds Agrecment that otherwise
t *

20 terminate, limit o extend the e ovied during which a Py 5 obligated to perform a certain

21 obligation, this Agrcemant with fe b are 100 vaars for tan cote ot exesution.
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I FRTG Tnderest or Lotz Prvinents,
2 Fveept 1w orherwiss provided hevefe, ail payments under this Agreement
3 that are not pald within 10 Aavg of the Cve date of the paviment vill acerue interest thereon at the

>

Prime Rate plus two parcant 294 per aum, compounded monthly from the due date of the

W

payment until the amount is pnish. Fea purnoses of this Azreciment, “Prime Rate” means, for any

=2

day, the rate of interest 'n ctivet far such day as publisly anvounced trom time to time by Bank

~

One, Arizona, NA, a nutional hankivy asaociation, as its “reference rete” or uny similar preferred

8 rate announced by any 1 ccessor 9 Buak One Avizona, NA, in Phoonix, Arizona.
9 LT Centliet of Intorest,
10 the Partiew coknowicdge that this Agreement i3 subject to cancellation

" 11 under the provisions of A.R.&. 8 34-314

12 MW MESS ey

. the Paities Lereto have eaused this Agreement to be

13 entercd into on the day 1l ear Tt ove written,

14 CITIZENS WATER RESQURCES COMPANY
s T ARIZON A

16 .

17 ~177 e 7

18 3y /(66/ ~<

19 : e U P 7{

Vet /' 7 gorers/ /Wezwmyg/
20

21 CITY OF PHOENIN. ARIZONA
22

23 B Fruonk Faichauks, City Manager
24

25

26

27

28 PN -
29 ATTEST: -~ // e
30 'RCTING i)i'ﬁ.yC!‘.rk o
31 coeey MY o
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| APPROVED A3TO FORN

Wl

Mmﬂﬁ City Attorney ‘MI
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1 SGREGMENT OF DISTCO

2

3 Solely for the purnose of facilitating the cancellation of cortain CC&Ns as contemplated by
4 Section 1.3, DistCo agrees to be bound by Section 1.3 and Articles X1 and X1V.

5

6 Dated as of the date fivst ubove written,

7

8 CITIZENS WATER SERVICES COMPANY
9 OF ARIZONA
10

- Vol

11 o //‘/’ ' / )
12 By /'-"",."‘/; . )V
13 Yts: llr Flsident - fenera] ﬂ{él_’_cyrf
14

15
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PHOENIX, ARIZONA 85003-1611

GARY VERBURG, City Attorney

i
(%]

OFFICE OF THE CITY ATTORNEY

S
(o))

17

18

19

20

21

22

SURREBUTTAL TESTIMONY
OF
ALLEN LEE ENEBOE
REGARDING NOTICE TO THE CITY OF PHOENIX OF
THE RATE DESIGNS FOR THE ANTHEM WASTEWATER DISTRICT
ON BEHALF OF
THE CITY OF PHOENIX
OCTOBER 10, 2011

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Allen (Al) Lee Eneboe. My current business address is City of Phoenix,
302 North 1st Avenue Suite 900, Phoenix, Arizona 85003.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my surrebuttal testimony is to address the statements of Sandra L.
Murrey of Arizona-American Water Company (“Arizona-American”) regarding

written notice of the rate increase in Docket No. 09-0343.

HOW LONG HAVE ‘YOU WORKED FOR THE CITY OF PHOENIX AND
WHAT IS YOUR CURRENT POSITION?

I have worked for the City for 23.5 years. My current job title is Administrative
Assistant II in the Public Transit Department, a position I have held since August 17,
2007.

WHAT WAS YOUR PREVIOUS TITLE AND RESPONSIBILITIES FOR THE
CITY OF PHOENIX?

I was a Budget Analyst II in the Water Services Department/Management Services
Division/Budget & Fiscal Section from October 15, 2001 through August 17, 2007. 1
2-
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was one of three budget analysts in Management Services that worked with the

operating budgets of all divisions within the Water Services Department.

WHAT TYPES OF CORRESPONDENCE/PAYMENTS/NOTICES DID YOU
RECEIVE IN THAT POSITION, ESPECIALLY ITEMS THAT MIGHT
COME FROM ARIZONA-AMERICAN WATER COMPANY (ARIZONA-
AMERICAN) AS A PROVIDER OF WHOLESALE WATER AND
WASTEWATER SERVICES?

It has been four years since I have worked in the Water Services Department. It has
been much longer since I worked with Arizona-American. My duties as a Budget
Analyst II consisted of evaluating invoices for payment for water services, including
wholesale water and wastewater services. When I worked directly with Arizona-
America, they would send me monthly invoices for processing. These invoices would
be reviewed by me for payment approval. When approved, the invoices would then

be forwarded to the Account Clerk III in my section to process for payment.

DO YOU HAVE ANY RECOLLECTIONS REGARDING THE BILLING OR
CORRESPONDENCE PRACTICES BETWEEN THE CITY OF PHOENIX
AND ARIZONA-AMERICAN DURING THAT TIME?

Yes. One thing that really stood out during my period of working with Arizona-
American was their inability to follow through on any question related to an invoice,
whether it was a question of the billing being correct or how the billing was
determined. It was very difficult to get them to even correct the Water Services’
contact person. Because of that, it took months to get information on billing, months

to get billing corrected and months to get the Water Services’ contact name corrected.

DURING THE TIME YOU WORKED WITH ARIZONA-AMERICAN ON
BEHALF OF THE WATER SERVICES DEPARTMENT, WHAT TYPE OF
DOCUMENTS DID YOU RECEIVE FROM ARIZONA-AMERICAN?
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While I was working with Arizona-American’s account the only correspondence 1
received from Arizona-American was in the form of the monthly invoices. A legal
notice was not something I would normally receive in the course of my employment
with the Water Services Department. I was not in a position of authority to speak for
the City regarding rate increases or changes to City agreements with wholesale water

or wastewater providers. That was not in the scope of my work responsibilities.

DID YOU RECEIVE A NOTICE REGARDING A RATE INCREASE IN
DOCKET NO. 09-0343?

No. My understanding is that the referenced rate case began in 2009. That was two
years after I left the Water Services Department. If a notice was sent to me, it was not

forwarded to the Public Transit Department.

WAS ANY ATTEMPT MADE BY THE CITY OF PHOENIX TO CHANGE
THE CONTACT INFORMATION FOR BILLING PURPOSES WITH
ARIZONA-AMERICAN?

Multiple efforts were made by me and other staff in the Water Services Department to
change the contact information with Arizona-American while I was there and before 1
left my position in 2007. Arizona-American was one of the worst companies I have
dealt with in working with their staff to get a response to questions or get a correction
to invoices. During the period I was in Water Services, several successive budget
analysts, including me, were the designated contact to receive Arizona-American
invoices. When attempts were made to change the contact name with Arizona-
American it took months for Arizona-American to send invoices to the appropriate

contact.

DO YOU HAVE ANY OTHER INFORMATION TO OFFER ABOUT THE
ISSUE OF INTERACTIONS WITH ARIZONA-AMERICAN REGARDING
INVOICES?




1 [A. It has been four years since I left the Water Services Department and approximately

5 five years since I was the actual contact with Arizona-American for billing matters.
Ms. Murrey’s testimony that Arizona-American considers me to be the current contact

3 for any type of correspondence between Arizona-American and the City is a reflection

4 on Arizona-American’s staff and system, especially as Arizona-American received

5 multiple notices more than four years ago that I would no longer be the contact
working with them on their billing account with the City of Phoenix. Based on my

6 observations of their past practices and lack of follow up and follow through, it is not

7 surprising that Arizona-American failed to send a document to the correct address and

g person at the City. |

9 [Q- DOES THIS CONCLUDE YOUR TESTIMONY?

10 1A. Yes.

[y
et

CSC/kb:933530v1

ot p—
w [\S]

[
B

OFFICE OF THE CITY ATTORNEY
PHOENIX, ARIZONA 85003-1611

GARY VERBURG, City Attorney
200 W. WASHINGTON, SUITE 1300

[
W

Wy
(o)

17

19

20

21

22




	DEFINITIONS; REPRESENTATIVES; CONDITION PRECEDENT
	BASIC TRANSACTIONS
	6 ARTICLE 111 CONSTRUCTION OF BASIC INFRASTRUCTURE
	8 AREA
	PHOENIX I....................I...........I..................,.......
	SUPPLY SEKVICES BY PHOENIX TO TWATCO
	13 ARTICLE VI1 RETAIL ™.,VASTEWATER SEKVICES BY PHOENIX M PHOENIX AREA
	14 ARTICLE VIII WHOLESALE WAsrEwxrm SERVICES BY TREATCO TO PHOENIX
	2 ARTICLE I DEFINITIONS; REPT?ESENTATIVES; CONDITION PRECEDENT
	3 1.1 Definitions arid Inteiyrctations
	4 1.2 Authorized Kcprescntntives
	1.2.1 Authority to Act
	1.2.2 No lieiease
	Condition Precedent; Deadline
	1.3.1 Cancellation ofCC&Ns
	9 1.3.2 Filing of Caiiccllatioti Request
	IO ARTICLE I1 BASIC TRANSACTIONS
	II 2.1 Construction ofPrincipa1 Infrastructure for Phoeiiix Area
	Potable Water Service
	2.2.1 Phoenix Arca
	2.2.2 County Ami
	Wastewater Service
	Noti-Potable Watcr Sc;vicc
	Recharge and Recovery Facilitics
	Payments by TrcatCo
	19 ARTICLE 111 CONSTRUCTION GI: BASIC TNFRASTRUCI™UIE
	Phoenix Cistribution Facilities
	Creation of Phoenix Distribution Facilities
	Cost of thc Facilities
	‚Ilie Ilelivzry Points
	3.2 I Siting
	3.2.2 Ownership
	and Spccificarioiis
	3.2.4 Construction
	iiiitentincc
	Access toid Calibration
	Responsibility for Dcsign atid Construction Costs
	3.3 Interconiicction Lil-es
	Between Delivery Points and TreaiCo System
	3 1.1 Creation
	3.3.1.2 Cost
	35
	3.3.1 4 Riglits-.>f-\n/™ay
	3.3.2 Bctwcen Delimy Points and Phoeiiix ibution Facilities
	3.3.2.1 Cre:ctio:i
	3.3.2.2 t
	32.2.3 I‚inietnble
	kint a:id Phoenix Potable Water Trcatrnent Facilities
	Cr<:iiLiaiI
	33.3.2 Cosi
	3.3.3.3 imemble
	EXfect of Ilelnyp
	Mays by T1:ocnix
	3.L.2.1 As to ‚on-l™otable Water and Wastewater
	3.6.2.2 As to 1)utable Water
	Potable Water Deliverable by TreatCo
	Potable Water Deiiverabie by Phoenix
	AREA
	Retail Potable ?Vater ervicz
	Authorizations
	Billing of Customcvs
	Code Corilpliaixe
	Maintcnarice aIld Ownersh:.p
	i)HOENIX
	Transfer of Potablz W.iter
	'Trcatmcnt Facdities and the TrealCo-owned Delivery Point
	Veciiities ;ind Phoenix Distribution Facilities
	Facilitics ax1 I'lioenix Distribution Facilities
	Point of Dcliveiy
	Water Quslity
	Calibratioii uf ilstri.liit<11ts.
	5.4.1 c:iencl.al
	5.4.2 Rccoticl iiiitiiln
	5.4.3 i'.tj ltielit fbr 1itstiur.ientation
	5.4.4 Calibnciion ;?sports
	Estimate of 'vV'atcr ;jcinunii
	l'criodli: Eslliiiutes
	ikadilg s
	5.6.2 I:cpi:lct:mei.it
	5.6.3 Uiainr"ection
	No Imn or Ilxchar,gc
	Storage mi hxm
	'Transinission itild 'r!mtnient Losses
	38
	' &?1ccl;ilg Water Service
	ale Water Service
	5.12.2 ICze hr Wliee ing Water Service
	v,li.tet. i3ii
	44
	45
	46
	em of Arcizic; i)i:conlinltance of Deliveiy
	5.14.2 Di.iwii:cc?ioii
	5.14.3 Cu1itlitlons ::ir L'iscgjnnection
	i'qprov a s P cipiirc c I ! ;y Law
	5.16.1 CXWCD iipl;rovai
	5.163 Water 4ccountit 1g
	5.16.5 Piiocnix Rcporting

	SUPPLY SERVICES BY PHOENIX TO TREATCO
	8 6.1 Trader of Potsbic [Vater After Interconnection
	B;fore June
	tine
	11 6.2 Point of 1)clivery
	12 6.3 Delivcry Atnount
	13 6.4 Water Quality
	6.5.1 CiCiictiik
	17 6.5.3 P.iytr cnt fw histiurnentation
	18 6.5.4 Cn1ibr;ttion Reports
	19 6.6 Estimate ui'#&y Dcinanrl
	20 6.6.1 i'ciitxiic Esri rrla tes
	21 6.6.2 >iddr!<cadings
	22 6.7 Sel-vice Coiltleciioli
	23 6.7 i V Ilves and 1 1L.lags
	24
	6.7.3 s.nfxtioi

	25
	26
	Do\viis
	30 6.12 'I'reatCo bisiiiixttiuii
	Rate for 1Vholi:salc W iter Service
	itCi Hi11
	14 I c:r.L,fiS.
	34
	35
	'Terni OfLLi'tic:c; Discuntin'iance of Delivery

	36
	IS.1 I 1-c;-m
	15 i ? Tixi.natiiin.
	40 4.15.2 ioti.iec.iun
	41 0.15.3 t'lt>,t iditi!>ris Disconnection
	6.17 I'rovisioii I\: riiii#g CAVI'CD

	43
	45 ti.17.2 'rlt3iiJ st ;y Di.icrsion
	Limits on Amount of\Vater
	0.17.5 'rl :;!K 3 i<(.!l'O i11g
	49 ARTICLE VI1 F.ETt'\II ':Yh ::iG'&"iTER SERVICES BY PHOENIX IN PHOENIX AREA
	letail tn r fc\v-i.tt:r kt ice:

	50
	51
	52
	Code Co1r:pi izacz; i'w ttea inent Requirements
	2 7.5 itfaiutciinnce :>xi Ovinersliip
	ARTICLE VI11 WI-IOLT:S..l Liz W4STEWATER SERVICES BY T-MATCO TO PHOENIX
	Wholesiile W3stCryntcr Scivices; Transfer of Wr.stewatcr
	13fflucnt id I?i:latcd I redits
	Rate for t'hniesnlc: Wastewater Service
	8.5.1 i7stc
	8.5.2 I':i.niitiati lit if Rate Exceeds Benchmark
	Monthly ?Vasrcwuizr Bill
	12
	13
	eriiiinii.ion
	8.7.1 7"tiIi
	17
	iioiis i 31 Iliscoimction
	01 lnst.mcnts
	20
	21

