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OFFICE OF THE CITY ATTORNEY PEoEYED
GARY VERBURG, City Attorney
State Bar No. 005515 VT8 A 922

200 West Washington, Suite 1300

Phoenix, Arizona 85003-1611

Telephone (602) 262-6761

Fax (602) 524-7524

Email: law.civil.minute.entries@phoenix.gov

CYNTHIA S. CAMPBELL, State Bar No. 016874
Assistant City Attorney

Email: cynthia.campbell@phoenix.gov
Attorneys for Intervenor City of Phoenix

BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS:

Arizona Comoration Commission

GARY PIERCE, Chairman DOCKETED
SANDRA D. KENNEDY o
PAUL NEWMAN ncT 16208
BOB STUMP e T

BRENDA BURNS

IN THE MATTER OF THE APPLICATION
OF ARIZONA-AMERICAN WATER
COMPANY, AN ARIZONA
CORPORATION, FOR A DETERMINATION
OF THE CURRENT FAIR VALUE OF ITS AMENDED NOTICE OF FILING
UTILITY PLANT AND PROPERTY AND SURREBUTTAL TESTIMONY
FOR INCREASES IN ITS RATES AND
CHARGES BASED THEREON FOR
UTILITY SERVICE BY ITS
ANTHEM/AGUA FRIA WASTEWATER
DISTRICT, SUN CITY WASTEWATER
DISTRICT, AND SUN CITY WEST
WASTEWATER DISTRICT.

DOCKET NOS. W-01303A-09-0343
and SW-01303A-09-0343
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The City of Phoenix hereby tiles another copy of Exhibit A to the Surrebuttal

Testimony of Denise Olson. This Amended Notice and filing is the result of a request of

Arizona Corpofation Commission staff due to the poor quality of the copy of Exhibit A in

the original filing.

RESPECTFULLY SUBMITTED this 14" day of October, 2011,

Original and 13 Copies of the
foregoing hand delivered this
14" 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

Copies of the foregoing
mailed this

14" 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

GARY VERBURG, City Attorney

By &mm«/a y CCLMLMQ

CYNMTHIA S. CAMPBELL Y
Assistant City Attorney

200 W. Washington, Suite 1300
Phoenix, Arizona 85003-1611
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Phoenix, AZ 85028
Attorney for Arizona-American
Water Company

Steve Olea

Utilities Division

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Maureen Scott

Robin Mitchell

Legal Division

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Judith M. Dworkin

Roxanne S. Gallagher

Sacks Tierney PA

4250 N. Drinkwater Blvd., Fourth Floor
Scottsdale, AZ 85251-3693

Lawrence V. Robertson, Jr.
P.O. Box 1448

Tubac, AZ 85646-1448
Daniel W. Pozefsky

Chief Counsel

Residential Utility Consumer Office
1110 West Washington Street, Suite 220
Phoenix, AZ 85007

Jeff Crockett

Robert Metli

Snell & Wilmer

One Arizona Center

400 E. Van Buren Street
Phoenix, AZ 85004-2202

Larry Woods

Property Owners and Residents Assoc.
13815 E. Camino Del Sol

Sun City West, AZ 85375-4409

Bradley J. Herrema

Robert J. Saperstein :
Brownstein Hyatt Faber Schreck, LL
21 E. Carrillo Street

Santa Barbara, CA 83101

W. R. Hansen
12302 W. Swallow Drive
Sun City West, AZ 85375

Greg Patterson

‘Water Utility Association of Arizona

916 W. Adams, Suite 3
Phoenix, AZ 85007

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

Michele Van Quathem
Ryley Carlock & Applewhite
1 N. Central, Suite 1200
Phoenix, AZ 85004

Joan S. Burke
Law Office of Joan S. Burke

_1650 N. First Avenue
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Phoenix, AZ 85003
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Philip H. Cook
10122 W. Signal Butte Circle
Sun City, AZ 85373

Marshall Magruder

P.O. Box 1267
Tubac, AZ 85646

By \)@WL&JMWM

CSC/kb:934315v1 U

Sun City Grand Community Assoc.
Palm Center

19736 N. Remington Drive
Surprise, AZ 85374
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ANTHEM WHOLESALE WATER/WASTEWATER SERVICE AGREEMENT
between
CITY OF PHOENIX, ARIZONA
and

CITIZENS WATER RESOURCES COMPANY OF ARIZONA

Dated as of September£.2 , 2000
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ANTHEM WHOLESALE WATER/WASTEWATER SERVICE AGREEMENT

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

ARIZONA, an Arizona municipal corporation (“Phoenix”), and CITIZENS WATER

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

A. Anthem Arizona, L.L.C. (“Developer”), is an Arizona limited liability company that is
the successor by merger to The Villages at Desert Hills, Inc.,I an Arizona corporation, and is an
affiliate of Del Webb Corporation, a Delaware corporation (“Webb"). Developer is constructing a
new residential community 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 portion of the Project, comprising approximately 906 acres and depicted generally on
Exhibit C (the “Phoenix Area”), is located within the current geographic boundaries of Phoenix.

C. Citizens Communications Company, a Delaware corporation formerly known as
Citizens Utilities Company (“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 Arizona, an Arizona corporation (“DistCo™), are wholly-owned

subsidiaries of Citizens.
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D. Webb, Developer, Citizens, 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 (the “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 Agreement, Citizens, TreatCo and DistCo applied to
the Arizona Corporation Commission (the “Commission”) for, among other things, issuance to
TreatCo and DistCo of certificates of convenience and nccessity 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 ce&iﬁcates pertaining to the Phoenix Area 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 desire 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 area other than the Phoenix Area.
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iii.  TreatCo’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 provided by Phoenix (that is, that such services be provided in a manner

different than the manner contemplated 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 (a) Wholesale Potable Water Services to Phoenix to enable

Phoenix to provide Retail Potable 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 Phoenix to provide Retail Wastewater
Services within the Phoenix Area, until Phoepix has connected the Phoenix Area to the
Phoenix Wastewater Treatment Facilities, and (¢) Wholesale Non-Potable Water Services to
Phoenix to enable Phoenix to provide Retail NQn-Potable Water Services within the Phoenix
Area, until Phoenix has connected 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 Phoenix will provide éupplemental “emergency” and “peak” Wholesale Potable
Water Setvices to TreatCo 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 that interconnection.

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

AGREEMENT:
NOW, THEREFORE, the Parties agree as follows:
ARTICLEI
DEFINITIONS; REPRESENTATIVES; CONDITION PRECEDENT

1.1 Definitions and Intemretatidns.

Capitalized and other terms used in this Agreement have the meanings set
forth in Exhibit A, unless the term is defined elsewhere in this Agreement and unless the context
requires otherwise, Those terms include the singular and the plural forms of the defined terms.

1.2 Authorized Representatives.

1.2.1 Authority to Act.

Each Party will designate at least one individual officer or
employee who will be its representative (“Representative’™). The Representative is authorized to
act on behalf of the Party in performing 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. The designation must be made in a writing that also (a) contains

563153.17/3099-0004 4




20

21

22

the specimen signature of the designee(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 Exhibit 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 Cancellation 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 as executed by the Parties or, alternatively, Commission
determination that its approval of this Agreement is not necessary for the Agreement to be
enforceablé) is a condition precedent to the Parties’ rights and obligations under Articles 1I
through XII of this Agreement. If such cancellation (with the accompanying approval or
detérmination) does not occur within 121 days after the date of this Agreement, 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 Agreement, TreatCo and DistCo will
prepare, file and affirmatively support with the Commission a request for cancellation of the
CC&Ns as described in Section 1.3.1. Phoenix will cooperate with TreatCo and DistCo in

connection with that request and will affirmatively support that request.
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ARTICLE II
EASIC TRANSACTIONS
2.1 Construction of Principal Infrastructure for Phoenix Area.
Phoenix will design and construct (or cause to be designed and
constructed) the Phoenix Distribution Facilities, as provided in Article III. Phoenix and TreatCo
will coordinate the design and construction of the Delivery Points, as provided in Article III.

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 Area, as provided in Article IV. Until
Phoenix has connected the Phoenix Distribution Facilities to the Phoenix Potable Water
Treatment Facilities, TreatCo will provide Wholesale Potable Water Services to Phoenix, to
enable Phoenix to provide such Retail Potable Water Services, as provided in Article V.

2.2.2 County Area.

Phoenix will provide supplemental “emergency” and “peak”
Wholesale Potable Water Services to TreatCo under certain circumstances, as provided in Acticle
28
2.3 Wastewater Service.

Phoenix is solely responsibility for providing Retail Wastewater Services
to residents and other persons in the Phoenix Area, as provided in Article VII. Until Phoenix has
connected the Phoenix Distribution Facilities Area to the Phoenix Wastewater Treatment
Facilities, TreatCo will provide Wholesale Wastewater Services to Phoenix, to enable Phoenix to

provide such Retail Wastewater Services, as provided in Article VIII.
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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 Phoenix 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 Services to residents and other persons

in the Phoenix Area, as provided in Atticle X.

2.5 Recharge and Recovery Facilities.

TreatCo will own and operate certain groundwater recharge and recovery

facilities in the Phoenix Area (and Phoenix will grant TreatCo certain required permits and

licenses within the public rights-of-way and/or easements), as provided in Article XI.

2.6 Payments by TreatCo.

563153.17/3099-0004

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




19

20

21

22

23

ARTICLE 1
CONSTRUCTION OF BASIC INFRASTRUCTURE
3.1 Phoenix Distribution Facilities.

3.1.1 Creation of Phoenix Distribution Facilities.

Phoenix will design, construct, operate and maintain (or cause to
be designed, constructed, operated 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.

3.2.1 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 contemplated that the Delivery Points will be located as depicted
on Exhibit C.
3.22 Ownership.
Phoenix will own (a) the TreatCo-to-Phoenix Potable Water
Delivery Point, (b) the Phoenix-to-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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1 3.2.3 Plans and Specifications.

2 The owner of a Delivery Point will cause the ’plans and
3 specifications (and the related construction timetable) for the Delivery Point, including meter
4 installation and telemeter connections, to be prepared by Developer or other third party (in
5 consultation with the non-owning Party) and submitted to the non-owning Party. If the non-
6 owning Party objects to any aspect of the plans and specifications (and the related construction
7 timetable), those objections must be made in writing and delivered to the owning Party within 30
8 days after delivery of the plans and specifications. If the Parties are unable to resolve their
9 differences within 30 days after delivery of the objections, the dispute will be resolved as
10 provided in Article XIII.

1t 3.2.4 Construction.

12 ~ After the plans and specifications (and the related construction
13 timetable) for a Delivery Point have been approved by the non-owning Party, the owning Party
14 will cause the Delivery Point to be constructed. The construction must be in accordance with the
15 plans and specifications (and the related construction timetable), The Delivery Points must be

16 completed and operable no later than the following dates:

Delivery Point Deadline Owner
TreatCo-to-Phoenix Potable Water January 1, 2001 Phoenix
Delivery Point
i Phoenix-to-TreatCo Wastewater 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 as the
TreatCo-owned Delivery Point)
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3.2.5 Maintenanee.

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 Points solely for purposes of inspection, including measuring the accuracy of the
meters associated therewith,

3.2.7 Responsibility for Design and Construction Costs.

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

3.3 Interconnection Lines.

3.3.1 Between Delivery Points and TreatCo System.

3.3.1.1 Creation.
TreatCo will design, construct, operate, maintain, repair
and replace (or cause to be designed, constructed, operated, maintained, repaired and replaced)
the water and wastewater 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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1 water and wastewater (as applicable) as contemplated by this Agreement. Phoenix is not
2 obligated to design, construct, opérate, maintain, repair or replacé those lines.
3 . 3.3.1.2 Cost.
4 TreatCo is solely responsible for causing to be paid the
5 costs of designing, constructing, operating, maintaining, repairing and replacing the water and
6 wastewater lines that connect the Delivery Points to the TreatCo System., Phoenix is not
7 responsible for those costs.
8 3.3.1.3 Timetable.
9 The Parties acknowledge that TreatCo has caused the water
10 and wastewater lines that connect the Delivery Points to the TreatCo System to be constructed

11 and operable.

12 3.3.1.4 Rights-of-Way.
13 If and to the extent the Delivery Points are located within

14 the Phoenix Area (so that some portion of the water and wastewater lines that connect the
15 Delivery Points to the TreatCo System are also located within the Phoenix Area), Phoenix will
16 grant TreatCo permits and licenses within the public rights-of-way and/or public easements in
17 connection with those lines. Those permits, licenses or easements will be subject to

18 requirements and conditions similar to those described in Section 11.3.

19 3.3.2 Between Delivery Points and Phoenix Distribution Facilities.
20 3.3.2.1 Creation.
21 Phoenix will design, construct, operate, maintain, repair

22 and replace (or cause to be designed, constructed, operated, maintained, repaired and replaced)

23 the water and wastewater lines that connect the Delivery Points to the Phoenix Distribution

563153.17/3099-0004 11
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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.

Phoenix will cause the water or wastewater line that
connects a Delivery Point to the Phoenix Distribution Facilities 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 Facilities, the TreatCo-owned

Delivery Point and Phoenix Potable Water Treatment Facilities.

3.3.3.1 Creation.

Phoenix will design, construct, operate, maintain, repair
and 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 enable Phoenix to deliver Potable Water to TreatCo according
to the schedule and in the amounts described in Section 6.3. TreatCo is not obligated to design,
construct, operate, maintain, repair or replace those lines. The Parties acknowledge that it is

presently contemplated that (a) the Phoenix Potable Water Treatment Facilities’ connection to
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the TreatCo-owned Delivery Point will be completed prior to the connection to the Phoenix
Distribution Facilities, and (b) éfter 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 will be connected to the TreatCo
System, which in turn will be connected 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).
3.3.3.2 Cost.

Phoenix is solely responsible for paying (or causing the
payment of) the costs of designing, constructing, operating, maintaining, repairing and replacing
the water lines that connect both the Phoenix Distribution Facilities and the TreatCo-owned

Delivery Point to the Phoenix Potable Water Treatment Facilities. TreatCo is not responsible for

those costs.
3.3.3.3 Timetable.
Phoenix will cause the water lines that connect both the
Phoenix Distribution Facilities and the TreatCo-owned Delivery Point to the Phoenix Potable

Water Treatment Facilities to be constructed and operable not later than June 1, 2005.

3.4 Effect of Delays.

3.4.1 Delays by TreatCo,

If TreatCo fails to timely complete construction of and place in

operation the TreatCo-owned Delivery Point as provided in Section 3.2.4, that failure will be
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deemed a Force Majeure event entitling Phoenix to defer its obligations to deliver water at that
Delivery Point until the TreatCo-owned Delivery Point has been constructed and placed in

operation.

3.4.2 Delays by Phoenix.

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-TreatCo Wastewater Delivery Point, the TreatCo-to-Phoenix
Non-Potable Water Delivery Point, 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 applicable) at that
Delivery Point until the Delivery Point or the interconnection line (as applicable) has been
constructed and placed in operation.

3.4.2.2 As to Potable Water,

3.42.2.1 Potable Water Deliverable by TreatCo.

If Phoenix fails to timely complete construction
of or place in operation the TreatCo-to-Phoenix Potable Water Delivery Point or the water line

that connects that Delivery Point 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 deliver water 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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3.42.2.2 Potable Water Deliverable by Phoenix.

If (i) the water lines that connect the TreatCo-
owned Delivery Point to the Phoenix Potable Water Treatment Facilities 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 constructed and placed in operation on or before June 1, 2005 as
provided in Section 3.3.3.3, then both of the following will apply: |

a.  That failure will be deemed a Force Majeure Event entitling
Phoenix to defer its obligations to deliver water at that Delivery Point until the water line that
connects the Phoenix Potable Water 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 lines 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 Area.

4.2 Authorizations.

Phoenix will at its own expense on a 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 Customers.

Phoenix will bill (and will have sole responsibility for billing) its
customers for Retail Potable Water 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.

4.4 Code Compliance.

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

Retail Potable Water Service in the Phoenix Area.
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1 4.5 Maintenance and Ownership.
2 Phoenix will be solely responsible for maintenance and ownership of all
3 public Potable Water lines located 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 Facilities and the TreatCo-owned Delivery Point.

Until 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 resale. These deliveries 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 contemplated by Article IV, and (b) outside the Phoenix Area, if (and
only if) both (i} the Phoenix City Code requires Phoenix to exteﬁd 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 elsewhere.

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 Distribution 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

3.3.3.1(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 Systerm,
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 wheeling. The option of Phoenix is elected by Phoenix’ notifying TreatCo from
time to time (no later than ten days before the first day of a month) of the alternative which is to
be applicable for that 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 effective. In the absence of Phoenix’ timely election, 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 simultanecusly
for delivery of Potable Water by Phoenix to TreatCo both for wheeling to Phoenix under this
Article and for resale by TreatCo under Article VI, the Parties will devise a mutually agreeable
methodology for determining the amount of Potable Water delivered at that Delivery Point for
each ‘purpose during each month. These deliveries will be in quantities and at flow rates
sufﬁ'cient 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:
(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 requires 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 elsewhere.
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5.1.3 After Interconnection Between the Phoenix Potable Water
Treatment Facilities 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 thereafter deliver Potable Water to Phoenix only if the Parties
mutually agree in writing (by amendment to this Agreement or by separate agreement) as to the
terms and conditions of those deliveries. 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 Services 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 (c) since the occurrence, nature and extent of an emergency cannot be
foreseen, these deliveries will be in quantities 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 Water will be delivered by TreatCo to Phoenix at the
TreatCo-to-Phoenix Potable Water Delivery Point, TreatCo will have no responsibility for the
Potable Water after the Potable Water has been delivered to the TreatCo-to-Phoenix Potable
Water Delivery Point.

5.3 Water Quality.,

TreatCo makes no representations or warranties regarding the quality of
the Potable Water delivered to Phoenix under this Article, other than that (a) the quality of the
Potable Water delivered to Phoenix pursuant to this Article will be generally similar to the

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

5.4 Caljbration of Instruments.

5.4.1 General.

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

5.4.2 Reconciliation.

Discrepancies greater than three percent (3%) that are discovered
during the calibration will be adjusted 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 discovered.

b.  If the meter fails or stops recording, an estimate of the Potable
Water delivered during the months of failure will be prepared for billing purposes in accordance
with TreatCo’s standard practice for such estimations. To avoid continued estimation, Phoenix
will act diligently in seeking to repair or repléce the meter. In no event will the meter go

unrepaired or not replaced for more than three consecutive billing periods.
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Payment for Instrumentation,

Phoenix will be responsible for connecting (or causing to be

connected) delivery meter output signals to TreatCo’s electronic telemetry systems as directed by

TreatCo. Phoenix will pay all costs for equipment and labor necessary to connect such system to

TreatCo’s standards and satisfaction.

544

Calibration Reports.

Phoenix will provide TreatCo with a copy of all preventive

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

documentation will be provided to Citizens Water Resources Company of Arizona, Attn:

Operations Manager, 15626 North Del Webb Boulevard, P.O. Box 1687, Sun City, Arizona

85372.

5.5 Estimate of Water-Demand.

5.5.1

Periodic Estimates.

On or before November 1 of each year, Phoenix will provide

TreatCo with a written estimate of the amount of Potable 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.
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5.6 Service Connection.

5.6.1 Valves and Fittings.

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

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

b.  No backflow will occur. Phoenix will install and maintain, to
the reasonable satisfaction of TreatCo, backflow prevention assemblies on the TreatCo-to-
Phoenix Potable Water Delivery Point. All such assemblies will be located on Phoenix’s
property or on other public rights-of-way.

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

5.6.2 Replacement.

If meters, gates or valves installed by Phoenix as required by this

Article become undersized, inoperative or inaccurate for the range flows through such facilities

based on applicable water engineering standards, Phoenix will at its expense replace such meters,
gates or valves as required by TreatCo.
5.6.3 Disinfection.
Phoenix will be required to provide any additional treatment
disinfection of the Potable Water entering the Phoenix Distribution Facilities to comply with the
requirements of the Safe Drinking Water Act. Any such treatment disinfection facilities will be

located on Phoenix’s property.
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5.7 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 Article). Phoenix will order and take from TreatCo only the amount
of Potable Water provided for herein. 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 immediately 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 reasonable 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 excessive Potable Water used.

5.8 Storage and Pressure.

TreatCo makes no warranties or covenants that it is providing storage or
pressure capacity to Phoenix, except that TreatCo will provide the Potable Water to Phoenix at
the TreatCo-to-Phoenix Delivery Point at the pressures indicated in the approved June, 2000,
Anthem/Phoenix Master Plan Addendum as approved by Phoenix. Inside the Phoenix Area, and
except as provided in the preceding sentence, Phoenix will be solely responsible for its own
delivery infrastructure, including storage and pumping capacity for maintaining adequate

pressure.

5.9 Transmission and Treatment Losses.

TreatCo will determine the amount of losses occuiring in the treatment

and transportation of Potable Water to the TreatCo-to-Phoenix Water Delivery Point. Unless the
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Parties mutually agree otherwise 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 methodology). Notwithstanding the
foregoing, the percentage of losses will not exceed ten percent (10%). The losses will increase
the amount of Potable Water deemed to have been delivered by TreatCo to Phoenix at the
TreatCo-to-Phoenix Potable Water Delivery Point and will be accounted for as an additional
amount (i.e., added to the meter reading at the TreatCo-to-Phoenix Potable Water Delivery
Point).
5.10 Shut Downs.

TreatCo will have the right to suspend the delivery of Potable Water
pursuant to this Article for an emergency or for purposes of routine maintenance and repair.
TreatCo will provide (a) 30-days’ prior written notice of any suspension for routine maintenance
and repair, and (b) such prior written notice as may be practicable of any suspension for an
emergency. TreatCo will not be liable to Phoeni_x, to any customer of Phoenix or to any other
person for any claim, demand, loss or damage of any nature or character whatsoever due to, or
arising out of, any suspension of delivery of Potable Water pursuant to this Article for an
emergency or for purposes of routine maintenance and repair.

5.11 Phoenix Distribution.

TreatCo's obligation to Phoenix under this Asticle will terminate at the
TreatCo-to-Phoenix Potable Water Delivery Point. Phoenix is responsible, and assumes full
liability, for the distribution of Potable Water received at the TreatCo-to-Phoenix Potable Water
Delivery Point and for all operation and maintenance costs for delivery to Phoenix's users.

Phoenix will indemnify, defend and hold TreatCo harmless from and against all expense,
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liability 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, Potable Water delivered by TreatCo to Phoenix pursuant to this
Article will be distributed by Phoenix only to locations within the Phoenix Area for end use
within the Phoenix Area.

5.12 Rate for Wholesale/Wheeling Water Service.

5.12.1 Rate for Wholesale Water Service.

In consideration of TreatCo agreeing to deliver Potable Water to

Phoenix for resale as described in Section 5,1.1 or 5.1.2(a) pursuant to this Article, Phoenix will

pay TreatCo for Potable Water delivered to the TreatCo-to-Phoenix Potable Water Delivery
Point at a wholesale Potable Water delivery rate determined as follows:

a. The wholesale Potable Water delivery rate will be $2.32 per
one thousand gallons of Potable Water delivered, less TreatCo’s then applicable raw water
charges per one thousand gallons of Ak 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 to request changes in such rate from time to time, but those requested
changes must be based on changes in the actual costs paid or incurred by TreatCo with respect to
providing the services pursuant to this Article.

5.12.2 Rate for Wheeling Water Service.
In consideration of TreatCo agreeing to deliver Potable Water to

Phoenix by providing wheeling services as described in Section 5.1.2(b) pursuant to this Article,
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Phoenix will pay TreatCo for Potable Water delivered to the TreatCo-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 delivered.

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 to request changes in such rate from time to time, but those requested
changes must be based on changes in the actual costs paid or incurred by TreatCo with respect to
providing the services pursuant to this Article.

5.13 Monthly Water Bill. -

5.13.1 Terms.

TreatCo will monthly prepare and send to Phoenix a billing invoice
for Potable Water delivered to Phoenix pursuant to this Article during the preceding month,
Monthly bills will be due and payable by Phoenix within 30 days after the billing invoice date
printed on the billing invoice.

~5.13.2 Disputed Bill.

If 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 protest. If the protest is found to be valid, TreatCo will refund to
Phoenix any overpayment within 30 days after that finding.

5.13.3 Delinquent Bill.
If any bill is not paid within 30 days after receipt of written

notification of the delinquency, TreatCo will have the right, without liability of any kind, to
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suspend the delivery of Potable Water pursuant to this Article, and to refuse such services as
long as the said amount remains unpaid. Nothing in this Section will limit the rights of TreatCo
to use any other available legal remedy to effect collection of said amount.

5.14  Term of Article; Discontinuance of Delivery.

5.14.1 Term.

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

terminated earlier as provided in Section 5.1.2.
5.14.2 Disconnection.

Phoenix will disconnect (also known 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. Expiration of the term of this Article or other termination of
this Article as provided in Section 5.14.1.

b. Breach of any of the obligations of Phoenix set forth in this
Article which have not been expressly waived in writing by TreatCo.

c. The occurrence of a condition for disconnecting (“valving
off™") or otherwise severing the Delivery Point as described in this Article.

5.14.3 Conditions for Disconnection.

Phoenix at its sole expense will design and construct all facilities
necessary to disconnect the TreatCo-to-Phoenix Water Delivery Point. Phoenix and TreatCo
may mutually agree to arrangements 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 be 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.

5.15 . Approvals Required by Law.

Phoenix and TreatCo will cooperate in seeking any approvals or permits
required by applicable law to effectuate the delivery of 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 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 efforts in seeking any approvals or permits required
by applicable law to effectuate the delivery of Potable Water pursuant to this Article that would
not be required to be obtained but for this Article.

5.16 Provisions Regarding CAWCD.

5.16.1 CAWCD Approval.

Phoenix will obtain and provide to TreatCo written documentation
evidencing the consent of CAWCD that (a) the Phoenix Water Supply caﬁ be diverted by
TreatCo into TreatCo System for delivery to Phoenix pursuant to this Article, and (b) all water
delivered by TreatCo to Phoenix under this Article will be charged to the Phoénix Water Supply

accounts pursuant to those CAWCD/CAP Agreements.
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5.16.2 Phoenix Supply Diversion.

TreatCo will be 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 Section 5.16.1. Phoenix will comply with the terms of that consent.

5.16.3 Water Accounting.

Phoenix will indemnify and hold harmless TreatCo 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; Limit on Amount of Water.

Phoenix will pay (and will indemnify and hold harmless TreatCo
from and against) any and all assessments, fees or other charges that the CAWCD or the United
States may impose or otherwise require under any CAWCD/CAP Agreement to which Phoenix
is a party in connection with the delivery of Potable Water pursuant to this Article. The amount
of Potable Water that Phoenix has the right to receive pursuant to this Article will not exceed the
amount of CAP Water that Phoenix has the right to receive pursuant to any such CAWCD/CAP
Agreement. Phoenix will monitor (or cause the CAWCD and the United States to monitor)
Phoenix’s total usage of CAP Water and inform TreatCo if delivery of further Potable Water
pursuant to this Article will exceed that limit.

5.16.5 Phoenix Reporting.

Phoenix will carry out any reporting procedure required by the
CAWCD and the United States to ensure proper accounting of 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
6.1 Transfer of Potable Water After Interconnection.

6.1.1 Before June 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 Interconnect Water Line”), then Phoenix will deliver Potable Water to TreatCo in
an amount not to exceed one million gallons per day (1.0 MGD) for resale if (and only if):

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

b.  The Potable Water is available, after first taking into account
the immediate needs of Phoenix and its Potable Water customers.

c. A water line and a storage tank have been constructed by other
developers, with the water line connecting the Phoenix Potable Water Treatment Facilities to a
Carefree Highway location prior to June 1, 2002,

d. Developer has installed at a location to be determined by
Phoenix a flow control valve that will limit the maximum amount available for delivery by
Phoenix to TreatCo to one million gallons per day (1.0 MGD).

e. Developer has oversized the Anthem Interconnect Water Line
as requested by Phoenix (which oversizing is to be accomplished at Developer’s expense), with

Phoenix to be the owner and operator of the Anthem Interconnect Water Line.
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6.1.2 After June L 2005.

On and after June 1, 2005, Phoenix will deliver Potable Water to
TreatCo for resale. TreatCo 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 forth in Section 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 earlier date for commencement of deliveries.

6.2 Point of Delivery.

The Potable Water will be delivered by Phoenix to TreatCo at the
Phoenix-to-TreatCo Potable Water Delivery Point. The connection will be 16 inches in diameter.
The connection will include such flow control valves as are necessary in the reasonable judgment
of Phoenix to regulate the flow so as to achieve the amounts described in Section 6.3. That point
will not be the same as the TreatCo-to-Phoenix Potable Water Delivery Point. Phoenix will have
no responsibility for the Potable Water after the Potable Water has been delivered to the
Phoenix-to-TreatCo Potable Water Delivery Point.

6.3 Delivery Amounts.

From June 1, 2005 until June 1, 2006 (the “2005-2006 Period™), the

amount of “peak” and “emergency” Potable Water delivered pursuant to this Article will not
exceed one million gallons per day (1.0 MGD). After June 1, 2006, the amount of such Potable
Water delivered pursuant to this Article will not exceed five million gallons per day (5.0 MGD).
During the 2005-2006 Period, the average daily amount of such Potable Water delivered during a
calendar year will not exceed one-half million gallons per day (0.5 MGD). During the 2005-

2006 Period, such Potable Water will be available on demand at a flow rate of not less than (and
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not greater than) one million gallons per day (1.0 MGD). After June 1, 2006, the average daily
amount of such Potable Water delivered during a calendar year will not exceed two and one-half
million gallons per day (2.5 MGD). After June 1, 2006, such Potable Water will be available on
demand at a flow rate of not less than (and not greater than) five million gallons (5.0 MGD).

6.4 Water Quality.

Phoenix makes no representations or warranties regarding the quality of
the Potable Water delivered to TreatCo under this Article, other than that (a) the quality of the
Potable Water delivered to TreatCo pursuant to this Article will be generally similar to the
quality of Potable Water that Phoenix delivers within its municipal water system to Phoenix’s
retail customers, and (b) the Potable Water delivered to. TreatCo under this Article will meet all
applicable state and federal drinking water standards.

6.5 Calibration of Instrumentation.

6.5.1 General.

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

6.5.2 Reconciliation.
Discrepancies greater than three percent (3%) that are discovered

during the calibration will be adjusted as follows:
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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 discovered.

b. If the meter fails or stops recording, an estimate of the
Potable Water delivered during the months of failure will be prepared for billing purposes in
accordance with Phoenix’s standard practice for such estimations. To avoid continued
estimation, TreatCo will act diligently in seeking to repair or replace the meter. In no event will
the meter go unrepaired or not replaced for more than three consecutive billing periods.

6.5.3 Payment for Instrumentation.

TreatCo will be responsible for connecting (or causing to be
connected) delivery meter output signals to Phoenix’s SCADA systems. TreatCo will pay all
reasonable costs for equipment and labor necessary to comnect such system to Phoenix’s
standards and reasonable good faith satisfaction.

6.5.4 Calibration Reports.

TreatCo will provide Phoenix with a copy of all preventive
maintenance and calibration contracts and with copies of calibration reports.  This
documentation will be addressed to Water Production Division, City of Phoenix, 5204 East
Thomas Road, Phoenix, Arizona 85018.

6.6 Estimate of Water Demand.

6.6.1 Periodic Estimates.

On or before November 1 of each year, TreatCo will provide

Phoenix with a written estimate of the amount of supplemental “peak” and “emergency” Potable
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Water that TreatCo may require Phoenix to deliver in the following calendar year. The estimate

will also set forth the estimated amount for each month.

6.6.2 Meter Readings.
Meters will be read jointly by both Parties on a monthly basis for
billing purposes.
6.7 Service Connection.
6.7.1 Valves and Fittings.
The Phoenix-to-TreatCo Potable Water Delivery Point will contain
all necessary valves and fittings to ensure that:

a. The maximum amount of Potable Water delivered will not exceed
five million gallons per day (5.0 MGD).

b. No backflow will occur. TreatCo will install and maintain, to the
reasonable good faith satisfaction of Phoenix, backflow prevention assemblies on the Phoenix-
to-TreatCo Potable Water Delivery Point. All such assemblies will be located on TreatCo’s
property or easement.

c. “Water hammers” (that is, circumstances in which valves open or
close too quickly) will be minimized.

6.7.2 Replacement.

If meters, gates or valves installed by TreatCo as required by this
Article become undersized, inoperative or inaccurate for the range of flows through such
facilities based on applicable water engineering standards, TreatCo will at its expense replace

such meters, gates or valves as required by Phoenix.
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6.7.3 Disinfection.

TreatCo will be required to provide any additional treatment
disinfection of the Potable Water entering the TreatCo 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 Exchange.

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

6.9 Storage and Pressure.

Phoenix makes no warranties or covenants that it is providing storage or
pressure capacity to TreatCo, except that Phoenix will provide the Potable Water to TreatCo at
the Phoenix-to-TreatCo Delivery Point at a pressure that is not less than the pressure necessary
and apprépriate to enable the Potable Water to be discharged into the ground storage tanks of the

TreatCo System by means of a sixteen (16) inch interconnection water line extending from the
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Phoenix-to-TreatCo Delivery Point to those storage tanks. Inside the County Area, and except as
provided in the preceding sentence, TreatCo will be solely responsible for its own delivery
infrastructure, including storage and pumping capacity for peaking and fire flows.

6.10 Transmission and Treatment Losses.

Phoenix will determine the amount of losses occurring in the treatment
and trgnsportatien of Potable Water within the Phoenix Area to the Phoenix-to-TreatCo Potable
Water Delivery Point. Unless the Parties 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). Notwithstanding the foregoing, the percentage of losses will not exceed ten
percent (10%). The losses will increase the amount of Potable Water deemed to have been
delivered by Phoenix to TreatCo at the Phoenix-to-TreatCo Potable Water Delivery Point and
will be accounted for as an additional amount (i.e., added to the meter reading at the Phoenix-to-
TreatCo Potable Water Delivery Point).

6.11 Shut Downs.

Phoenix will have the right to suspend the delivery of Potable Water
pursuant to this Article for an emergency or for purposes of routine maintenance and repair.
Phoenix will provide (a) 30-days’ prior written notice of any suspension for routine maintenance
and repair, and (b) such prior written notice as may be practicable of any suspension for an
emergency. Phoenix will not be liable to TreatCo, té any customer of TreatCo or to any other
person for any claim, demand, loss or damage of any nature or character whatsoever due to, or
arising out of any suspension of delivery of Potable Water pursuant to this Article for an

emergency or for purposes of routine maintenance and repair.
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6.12 TreatCo Distribution.

Phoenix's obligation to TreatCo under this Article will terminate at the

Phoenix-to-TreatCo Potable Water Delivery Point. TreatCo will be responsible, and assumes

full liability, for the distribution of Potable Water received at the Phoenix-to-TreatCo Potable

Water Delivery Point and for all operation and maintenance costs for delivery to TreatCo's users.

TreatCo will indemnify, defend and hold Phoenix harmless from and against all expense,

liability 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 the delivered Potable

Water once such water is delivered to the Phoenix-to-TreatCo Potable Water Delivery Point. |
Except as specifically otherwise provided herein or in the Infrastructure Agreement, Potable

Water delivered by Phoenix to TreatCo pursuant to this Article will be distributed by TreatCo

only to locations within the Project, excluding the Phoenix Area, for end use in such area.

6.13 Rate for Wholesale Water Service.

In consideration of Phoenix agreeing to deliver Potable Water pursuant to
this Article, TreatCo will pay Phoenix for Potable Water delivered to the Phoenix-to-TreatCo
Potable Water Delivery Point at a wholesale Potable Water delivery rate determined as follows:

a. The initial wholesale water delivery rate will be seventy-five and
one-tenth percent (75.1%) of Phoenix's then applicable combined (i) total “commodity” water
rate for the spring and fall seasons as set forth in Section 37-63(b) of the Phoenix City Code and
(ii) water environmental rate for residential users as set forth in Section 27-133(a) of the Phoenix

City Code (which combined rate is presently $1.32 per hundred cubic feet).
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b, Since the Phoenix City Code states the water rate and water
environmental rate in terms of a rate per hundred cubic feet, an appropriate conversion factor
will be used to convert the rate per hundred cubic feet to a rate per thousand gallons.

c. The Parties acknowledge that the rate described in paragraph (a)
may be altered from time to time by 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 event, paragraph (a) will not apply), but any such
requested changes must be based on changes in the actual costs paid or incurred by Phoenix in
providing the services pursuant to this Article.

6.14 Monthly Water Bill.

6.14.1 Terms.

Phoenix will monthly prepare and send to TreatCo a billing invoice
for Potable Water delivered to TreatCo pursuant to this Article during the preceding month.
Monthly bills will be paid within 30 days of the billing invoice date printed on the billing
invoice.

6.14.2 Disputed Bill.

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

6.14.3 Delinquent Bill.
If any bill is not paid within 30 days after receipt of written

notification of the delinquency, Phoenix will have the right, without liability of any kind, to
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suspend the delivery of Potable Water pursuant to this Article as long as the said amount remains
unpaid. Nothing in this Section will limit the rights of Phoenix to use any other available legal
remedy to effect collection of said amount.

6.15 Term of Article; Discontinuance of Delivery.

6.15.1 Term and Termination.
6.15.1.1 Term.

This Article will be for an initial term of 25 years, and may
be renewed by TreatCo for a subsequent additional 25-year term.

6.15.1.2 Termination.

Within the second 25-year term, either Party may terminate
this Article prior to the end of such 25-year term if the terminating Party gives five-years’ prior
written notice of such termination to the other Party. Upon such notice being given, this Article
will terminate five years from the date of delivery of such notice to the other Party. This Article

may also be terminated at any time if both Parties agree that it is mutually beneficial to terminate

this Article.
6.15.2 Disconnection.
TreatCo will disconnect (also known as “valve off") or otherwise
sever the Phoenix-to-TreatCo Potable Water Delivery Point, and Phoenix will be entitled to

discontinue delivery of Potable Water to such Delivery Point, within 30 days of the occurrence

of the following:

a. Expiration of the term of this Article or other termination of

this Article as provided in Section 6.15.1.
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b. Breach of any of the obligations of TreatCo set forth in this
Article which have not been expressly waived in writing by Phoenix.

c. The occurrence of a condition for disconnecting (“valving
off”) or otherwise severing the Delivery Point as described in this Article.

6.15.3 Conditions for Disconnection.

TreatCo at its sole expense will design and construct all facilities
necessary to disconnect the Phoenix-to-TréatCo Potable Watér Delivery Point. Phoenix and
TreatCo may rhutual]y agree to arrangements to allow those facilities 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 satisfactory and workmanlike 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 and specifications have been approved by Phoenix. The plans and
specifications will include a right by Phoenix to inspect the work of TreatCo’s contractors.

6.16 Approvals Required by Law.

Phoenix and TreatCo will cooperate in seeking any approvals or permits
required by applicable law to effectuate the delivery of 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 in this Article. As between Ph§enix and TreatCo, TreatCo will
take the initiative in seeking any approvals ot permits required by applicable law to effectuate

the delivery of Potable Water pursuant to this Article that would not be required to be obtained

by Phoenix but for this Article.
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6.17  Provisions Regarding CAWCD.
6.17.1 CAWCD Approval.

TreatCo will obtain and provide to Phoenix written documentation
evidencing the consent of CAWCD that (a) the TreatCo Water Supply can be diverted by
Phoenix into the Phoenix Treatment Facilities and the Phoenix Distribution Facilities for delivery
to TreatCo pursuant to this Article, and (b) all water delivered by Phoenix to TreatCo under this
Article will be charged to the TreatCo Water Supply accounts pursuant to those CAWCD/CAP
Agreements.

6.17.2 TreatCo Supply Diversion.

Phoenix will be under no obligation to deliver Potable Water to
TreatCo pursuant to this Article unless and until TreatCo has provided to Phoenix the consent
documentation described in Section 6.17.1. TreatCo will comply with the terms of that consent.

6.17.3 Water Accounting.

TreatCo will indemnify and hold harmless Phoenix from any costs
that may be charged against the Phoenix Water Supply in delivering Potable Water pursuant to

this Article during any water accounting year.

6.17.4 Payment of Charges; Limits on Amount of Water.

T;eatCo will pay (and will indemnify and hold harmless Phoenix
from any against) any and all assessments, fees or other charges that the CAWCD or the United
States may impose or otherwise require under any CAWCD/CAP Agreement to which TreatCo
is a party in connection with the delivery of Potable Water pursuant to this Article. The amount
of Potable Water that TreatCo has the right to receive pursuant to this Article will not exceed the

amount of CAP Water that TreatCo has the right to receive pursuant to any such CAWCD/CAP
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Agreement. TreatCo will monitor (or cause the CAWCD and the United States to monitor)

TreatCo's total usage of CAP Water and inform Phoenix if delivery of further Potable Water

pursuant to this Article will exceed that limit.

6.17.5 TreatCo Reporting.

TreatCo will carry out any reporting procedure required by the

CAWCDVand the United States to ensure proper accounting of the Potable Water delivered

pursuant to this Article.
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ARTICLE VII
RETAIL WASTEWATER SERVICES BY PHOENIX IN PHOENIX AREA
7.1 Retail Wastewater Services.
Phoenix will provide (and will have sole responsibility for providing)
Retail Wastewater Services to residents, businesses, schools and other persons, including

Phoenix itself, within the Phoenix, TreatCo has no responsibility for providing Retail

Wastewater Services in the Phoenix Area,
12 Authorizafions.
Phoenix will at its own expense on a 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.

7.3 Billing of Customers.

Phoenix will (and will have sole responsibility for billing) its customers
for Retail Wastewater 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.

7.4 Code Compliance; Pretreatment Requirements.

Phoenix will enforce 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 pretreatment program.
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1 7.5 Maintenance and Ownership.

2 Phoenix will be solely responsible for maintenance and ownership of all
3 public Wastewater lines located within public rights-of-way or easements within the Phoenix

4 Area,

563153.17/3099-0004 45




20

21

22

ARTICLE VIII
WHOLESALE WASTEWATER SERVICES BY TREATCO TO PHOENIX

8.1 Acknowledgments.

The Parties acknowledge that Phoenix cannot 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 Wastewater collection system to be constructed
in the Phoenix Area. The Parties further acknowledge that TreatCo can provide Wholesale
Wastewater Services to Phoenix for the benefit of the Phoenix Area. The Parties further
acknowledge that, at some future date, Phoenix may be able to provide Wholesale Wastewater
Services to the Phoenix Area.

8.2 Wholesale Wastewater Services; Transfer of Wastewater.

During the term of (and as provided in) this Article, TreatCo will provide
Wholesale Wastewater Services to Phoenix for Wastewater flows that TreatCo received from
Phoenix, and, in furtherance thereof, Phoenix will collect, deliver and transfer to TreatCo all
Wastewater generated in the Phoenix Area. Notwithstanding the foregoing, the amount of
Wastewater delivered and transferred pursuant to this Article will not exceed nine hundred
thousand gallons per day (.90 MGD) measured as a peak-month average.

8.3 Point of Delivery.

The Wastewater will be delivered by Phoenix to TreatCo at the Phoenix-
to-TreatCo Wastewater Delivery Point. Phoenix will have no responsibility 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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8.4 Effluent and Related Credits.

All effluent and relatgd credits associated with the treatment of the
Wastewater will belong to TreatCo.

8.5 Rate for Wholesale Wastewater Service.

8.5.1 Rate.
In consideration of TreatCo agreeing to provide Wholesale
Wastewater Service pursuant to this Article, Phoenix will pay TreatCo for Wastewater delivered
to the Phoenix-to-TreatCo Wastewater Delivery Point at a Wholesale Wastewater Service rate
determined as follows:

a. The initial Wholesale Wastewater Services rate will be $2.32
per one thousand gallons of Potable Water delivered by TreatCo to Phoenix at the TreatCo-to-
Phoenix Potable Water Delivery Point.

b. If and when Potable Water Service from TreatCo to Phoenix
under this Agreement is discontinued, the rate pursuant to this Section will converted to a
Wastewater metered rate as mutually agreed by the Parties.

¢. 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 to request changes in such rate from time to time, but those requested
changes must be based on changes in the actual costs paid or incurred by TreatCo with respect to
providing the services pursuant to this Article.

8.5.2 Termination Right if Rate Exceeds Benchmark,
If TreatCo's Wholesale Wastewater Service rate increases in any

one calendar year by an amount that, when expressed as a percentage and combined with the
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cumulative annual percentage increases in that rate during the term of this Agreement, exceeds
the cumulative annual percentage increases for that calendar year and all preceding calendar
years (or portion thereof) during the term of this Agreement in the United States Department of
Labor’s Bureau of Labor Statistics Consumer Price Index for All Urban Consumers (CPI-U), All
Items, Western United States (2000 equals 100) (or, if necessary or applicable, the successor of
such Consumer Price Index or a reasonable substitute therefor), Phoenix will have the right (but
not the obligation) to disconnect (also known as “valve off”) or otherwise sever the Phoenix-to-
TreatCo Wastewater Delivery Point 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.

8.6.1 Terms.

TreatCo will monthly prepare and send to Phoenix a billing invoice
for the amount of Wastewater received by TreatCo during the preceding month. Monthly bills
will be due and payable by Phoenix within 30 days after the billing invoice date printed on the
billing invoice.

8.6.2 Disputed Bill.

If 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 protest. If the protest is found to be valid, TreatCo will refund to
Phoenix any overpayment within 30 days after that finding.

8.6.3 Delinquent Bill.
If any bill is not paid within 30 days after receipt of writteh

notification of the delinquency, TreatCo will have the right, without liability of any kind, to
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suspend acceptance of Wastewater pursuant to this Article as long as the said amount remains
unpaid. Nothing in this Section will limit the rights of TreatCo to use any other available legal
remedy to effect collection of said amount,

8.7 Term and Termination.

8.7.1 Term.
This Article will be for a term of 30 years,
8.7.2 Disconnection.

Phoenix will disconnect (also known as “valve off”) or otherwise
sever the Phoenix-to-TreatCo Wastewater Delivery Point, and TreatCo will be entitled to
discontinue acceptance of Wastewater at such Delivery Point, within 30 days of the occurrence
of the following:

a.  Expiration of the term of this Article as provided in Section

b.  Breach of any of the obligations of Phoenix set forth in this
Article which have not been expressly waived in writing by TreatCo.

c.  The occurrence of a conditioﬁ for disconnecting (“w)alving off™)
or otherwise severing the Delivery Point as described in this Article.

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

8.7.3 Conditions for Disconnection.

Phoenix at its sole expense will design and construct all facilities
necessary to disconnect the Phoenix-to-TreatCo Wastewater Delivery Point. Phoenix and
TreatCo may mutually agree to arrangements 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
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done in a satisfactory and workmanlike manner and in accordance 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 approved by TreatCo. The plans and specifications will include a
right by TreatCo to inspect the work of Phoenix’s contractors.

8.8 Calibration of Instruments.

8.8.1 General.

Phoenix will be responsible for calibration and preventive
maintenance of all metering, instrumentation and telemetry equipment required by TreatCo for
delivery of the Wastewater at the Phoenix-to-TreatCo Wastewater Delivery Point. All necessar.y
calibration will be performed by an independent contractor every year at Phoenix’s cost.
TreatCo’s Representative will be notified in advance and will be entitled to be present durihg the
calibration (but the calibration may be conducted in accordance with the notice even if that
Representative fails to appear).

8.8.2 Reconciliation.

Discrepancies greater than three percent (3%) that are discovered
dﬁring the calibration will be adjusted as follows:

a.  One-half of the discrepancy percentage will be charged or
refunded for al} Wastewater received between the date of the last calibration and the date the
discrepancy is discovered,

b. If the meter fails or stops recording, an estimate of the
Wastewater received during the months of failure will be prepared for billing purposes in
accordance with TreatCo’s standard practice for such estimations aﬁd, if Wastewater is still

being received by TreatCo from Phoenix under this Agreement during that period, will take into
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account the amount of such Wastewater received during that period. To avoid continued
estimation, Phoenix will act diligently in secking to repair or replace the meter. In no event will
the meter go unrepaired or not replaced for more than three consecutive billing periods.

8.8.3 Payment for Instrumentation.

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

8.8.4 Calibration Reports.

Phoenix will provide TreatCo with a copy of all preventive
maintenance and calibration contracts and with copies of - calibration reports.  This
documentation will be provided to Citizens Water Resources Company of Arizona, Attn:

Operations Manager, 15626 North Del Webb Boulevard, P.O. Box 1687, Sun City, Arizona

85372.
8.9 Phoenix Collection.
Wastewater delivered by Phoenix to TreatCo pursuant to this Article Wi\l
have been collected by Phoenix only from the following areas and from no other areas: (a)

locations within the Phoenix Area, provided such Wastewater has been generated only within the
Phoenix Area, and (b) locations outside the Phoenix Area, if (and only if) both (i) the Phoenix
City Code requires Phoenix to extend Retail Wastewater Services to a customer outside the
Phoenix Area and (ii) the acceptance of that Wastewater 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 elsewhere.
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ARTICLE IX
RETAIL NON-POTABLE WATER SERVICES BY PHOENIX IN PHOENIX AREA
9.1 Retail Non-Potable Water Service.

Pho.enix will provide (and will have sole responsibility for providing)
Retail Non-Potable Water Services to residents, businesses, schools and other persons, including
Phoenix itself, within the Phoenix Area in accordance with the Phoenix City Code. TreatCo has
no responsibility for providing Retail Non-Potable Water Services in the Phoenix Area.

9.2 Authorizations.

Phoenix will at its own expense on a 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.

9.3 Billing of Customers.

Phoenix will bill (and will have sole responsibility for billing) its
customers for Retail Non-Potable Water 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.

9.4 Code Compliance.

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

Retail Non-Potable Water Service in the Phoenix Area.
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1 9.5 Maintenance and Qwnership.
2 Phoenix will be solely responsible for maintenance and ownership of all
3 public Non-Potable Water lines located within public rights-of-way or easements within the

4 Phoenix Area.
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ARTICLE X
WHOLESALE NON-POTABLE WATER SERVICES BY TREATCO TO PHOENIX

10.1 Transfer of Non-Potable Water.

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

10.2 Point of Delivery.

The Non-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 delivered to the TreatCo-to-
Phoenix Non-Potable Water Delivery Point.

103  Water Quality.

Except as provided herein, TreatCo makes no representations or
warranties regarding the quality of the Non-Potable Water delivered to Phoenix under this
Article, other than that the quality of the Non-Potable Water delivered to Phoenix pursuant to
this Article will be generally similar to the quality of Non-Potable Water that TreatCo delivers to
its retail customers and will be of a quality to meet applicable state requ