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IN THE MATTER OF THE APPLICATION
OF VALENCIA WATER COMPANY -
GREATER BUCKEYE DIVISION FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
FOR UTILITY SERVICE DESIGNED TO
REALIZE A REASONABLE RATE OF
RETURN ON THE FAIR VALUE OF ITS
PROPERTY THROUGHOUT THE STATE
OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF GLOBAL WATER-SANTA CRUZ
WATER COMPANY FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
FOR UTILITY SERVICE DESIGNED TO
REALIZE A REASONABLE RATE OF
RETURN ON THE FAIR VALUE OF ITS
PROPERTY THROUGHOUT THE STATE
OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF WILLOW VALLEY WATER COMPANY
FOR THE ESTABLISHMENT OF JUST
AND REASONABLE RATES AND
CHARGES FOR UTILITY SERVICE
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE
OF ITS PROPERTY THROUGHOUT THE
STATE OF ARIZONA.

DOCKET NO. W-02451A-12-0313

DOCKET NO. W-20446A-12-0314

DOCKET NO. W-01732A-12-0315

NOTICE OF FILING DIRECT |
TESTIMONY OF NEW WORLD
PROPERTIES, INC., WITNESSES
ALEX IGWE AND RICHARD
JELLIES

Notice is hereby given that New World Properties, Inc., has filed this day the Direct

Testimony of Alexander Ibhade Igwe and the Direct Testimony of Richard Jellies in the

above-captioned dockets.

RESPECTFULLY SUBMITTED this 8" day of July, 2013.

_—

Garry D. Hays, Esq.

THE LAW OFFICES OF GARRY D. HAYS, PC
1702 East Highland Avenue, Suite 204

Phoenix, Arizona 85016
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and

Jeftrey W. Crockett, Esq.

BROWNSTEIN HYATT FARBER SCHRECK,
LLP

One East Washington Street, Suite 2400
Phoenix, Arizona 85004

Attorney for New World Properties, Inc., on behalf
of Trust No. 8559

ORIGINAL and thirteen (13) copies
filed this 8 day of July, 2013, with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

COPIES of the foregoing hand-delivered
this 8™ day of July, 2013, to:

Dwight D. Nodes, Assistant Chief Administrative Law Judge
Hearing Division

ARIZONA CORPORATION COMMISSION

1200 West Washington Street

Phoenix, Arizona 85007

Janice Alward, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Steve Olea, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

COPIES of the foregoing mailed via first class
mail this 9™ day of April, 2013, to:

Michael W. Patten, Esq.

Timothy J. Sabo, Esq.

ROSHKA DEWULF & PATTEN, PLC
One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
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IN THE MATTER OF THE APPLICATION OF
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BUCKEYE DIVISION FOR THE
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Q: WHAT IS YOUR NAME, EMPLOYER AND OCCUPATION?

A: Richard Jellies. Town a real estate consulting company called L.ead Group LLC and also
work for City to City Commercial Real Estate. I am a licensed real estate agent in the State of
Arizona. As the owner of The Lead Group, I work with real estate development and land

entitlement issues.

Q: PLEASE DESCRIBE YOUR WORK EXPERIENCE, EDUCATIONAL
BACKGROUND AND PROFESSIONAL AFFILIATIONS.

A: [ have worked in the real estate and construction industries for over thirty years in Arizona
in numerous capacities ranging from construction superintendent to acquisitions and development
to senior management for a builder. As an employee of local commercial developers, local and
national homebuilders and as a principal in the Lead Group I have entitled nearly 30,000 lots and
developed over 10,000 lots and planned and developed infrastructure for numerous industrial and
commercial properties. In the past, I’ve sat as a planning commissioner and sat on a number of

ad hoc development committees.

Q: WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A: The purpose of my testimony is to discuss the contract between intervener New World
Properties Inc. (“NWP*)" and Global Water Resources (“GWR”) for the development of future
utility infrastructure contracted for and paid by NWP. Specifically, NWP has paid $3,750,000 to
date to GWR under the Infrastructure, Coordination, Finance and Option Agreements (“ICFA’s™)
in which GWR was to have utilized $1,875,000 of those funds to purchase the local water
company and apply the balance to finance regional infrastructure that Global has obligated its

affiliates Water Utility of Greater Tonopah (“WUGT”) and Hassayampa Utility

! First American Title Company Trust #8559 entered into the ICFA with GWR. As shown in the Reply in Support
of the Motion to Intervene, Trust #8559 has given authority to NWP to act on its behalf in these proceedings.
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Company (“HUC”) to construct utility infrastructure under the ICFA’s.

Q: WHY DID NWP ENTER INTO AN ICFA WITH GWR?

A: NWP is entitling a project known as Copperleaf, which is a 1280 acre master planned
development located in unincorporated Maricopa County, in the Tonopah area, (“Copperleaf”)
and is located in the water CC&N of WUGT. NWP was told repeatedly by Maricopa County
Board of Supervisor members and staff that there would need to be a regional provider for utility
services prior to entitlement being completed on any large properties in the area. Prior to entering
into the ICFA, GWR had expressed interest in acquiring West Maricopa Combine, Inc.
("WMC"), an Arizona corporation, the holding company for five regulated water utilities
including WUGT. NWP was made aware of this interest and entered into discussions with GWR
relative to GWR’s interest in providing water, sewer and reclaimed water service to the region. At
the time the ICFA was entered into, GWR was in the process of acquiring WMC and NWP was
told by GWR that the only option to obtain consolidated regional utility services through GWR
and its affiliates was to enter into the ICFA and provide funds so that GWR would be able to
move forward with the acquisitions necessary to provide such services and provide GWR with

funds necessary for its regulated utilities to finance the construction of regional utility facilities”

Q: IN WHAT CAPACITY HAVE YOU BEEN INVOLVED IN NWP’S PROJECT
AND THE ICFA? |
A: For the past eight years, 1 have played a lead role in the entitlement process for
Copperleaf. T have attended almost every meeting regarding zoning and infrastructure for the
project. I also was in attendance and negotiated with Maricopa County in the meetings that are

referenced below. 1 have met with or corresponded with representatives from GWR numerous

It is my understanding that Sierra Negra Ranch, an intervenor in this case, has a ICFA with GWR that has substantially the same
terms and conditions as NWP’s ICFA.
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times regarding Copperleaf.

Q: PLEASE DESCRIBE WHAT AN INFRASTRUCTRE, COORDINATION,
FINANCE AND OPTION AGREEMENT IS?

A ICFAs were agreements used by GWR throughout their service areas. Specifically, Nwp?
and GWR entered into an ICFA in which GWR took responsibility to coordinate the provision of
integrated water, wastewater, and reclaimed water plant and services, as well as necessary related
services (“Utility Services™), to land owned by Trust #8559. (See, ICFA, p. 2, attached as Exhibit A).
In addition, the ICFA provided that GWR had the financial capacity and experience to oversee and
financially guarantee to NWP, that GWR’s newly wholly owned subsidiaries, identified as WUGT
and HUC, would have sufficient financial resources to construct the infrastructure necessary to
provide the Utility Services described in the ICFA. (/d)  Additionally, the ICFA provided thaﬁ
GWR would provide equity to its new subsidiaries’ for the capital construction and improvements

identified as Utility Services as provided in the [CFA. (Id.).

Q: UNDER THE ICFA, WHO WAS RESPONSIBLE FOR DESIGNING,
PERMITTING AND CONSTRUCTING THE UTILITY SERVICES?

A: Under the ICFA, GWR, WUGT and HUC is responsible for any and all engineering,
design, construction, licensing, permitting, payment and financing of any and all water,
wastewater, and reclaimed water plant, production, treatment, storage, pumping, and delivery
facilities constructed to delivery points adjacent to NWP’s land or on or connecting to GWR’S;
WUGT's or HUC's properties, necessary to provide water, reclaimed water, and wastewater

service to NWP. (/d.)

* As stated above, Trust #8559 entered into the ICFA with GWR.
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Q: WHAT IS THE COST TO NWP UNDER THE ICFA?
A Under the ICFA, NWP is obligated to pay GWR the total sum of $5,500.00 per EDU in the
developments. (See, ICFA, p. 14). To date, NWP has paid GWS $3,750,000 and is obligated to pay

an additional $16,875,000 plus a construction price index escalator under the ICFA.

Q: UNDER THE ICFA, WHO WAS RESPONSIBLE FOR PROVIDING UTILITY
SERVICES?
A: Under the ICFA’s, Utility Services will be provided by WUGT and HUC. (See, ICFA,

p-4.)

Q: WHY DID NWP ENTER INTO AN ICFA WHEN IT KNEW GWR WAS NOT A
REGULATED UTILTIY?

A: NWP had no choice. As mentioned above, Copperleaf is located in unincorporated
Maricopa County (the ”"County”), which means all zoning and entitlements must go through the
County Planning and Development division with ultimate approval by the Board of Supervisors.
The County determined that a regional solution was needed to address the water and wastewater
issue. There were several meetings held on the issue of a regional solution. The only viable

option for a regional solution was GWR based upon their purchase of WMC.

Q: PLEASE DESCRIBE MORE THE “MANDATES” ISSUED BY MARICOPA
COUNTY THAT FORCED NWP TO ENTER INTO THE ICFAS?

A: Early in the planning process, Maricopa County informed NWP that because the projects
had no infrastructure presently available, “a preliminary backbone infrastructure master plan was -

an appropriate way to evaluate the viability of water/sewer proposals for a project.” (See Exhibit
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B e-mail from Wesley Shonerd to Jennifer Wittmann dated November 17, 2005). Thereatter,
several meetings were held where it was determined that an integrated regional water and
wastewater solution was needed. Once this was determined, NWP worked with GWR to meet
the County’s standards. This can be seen in the I[CFA which required NWP to give land to GWR
that was of sufficient size to hold regional water and wastewater plant, not just what was

necessary for NWP’s project.

Q: DID STAFF SUPPORT A REGIONAL SOLUTION TO ARIZONA’S WATER
AND WASTEWATER INFRASTRUCTURE DELELOPMENT?

A: Yes. As described below, in the “Generic Docket” which was opened in March 2006, and
prior to NWP entering into the ICFA’s described herein, the Commission was to consider various
issues regarding GWR Inc.’s use of ICFAs. On October 6, 2006, Staff issued a Staff Report for
the ACC’s evaluation of the regulatory impacts of non-traditional financing arrangements for
water and wastewater utilities and their affiliates. (2006 Staff Report”). In the 2006 Staff

Report, Staftf noted:

Regarding the appropriate regulatory treatment of certain non-traditional
funding methods, Staff encourages the development of policies that will
facilitate either regulated or non-regulated entities to seek regional solutions
to Arizona’s water and wastewater infrastructure development. Staff
concludes that certain non-traditional financing methods can provide
appropriate long-term solutions which promote conservation of water supplies
and efficient wastewater utilization.

Q: DID NWP VIEW ICFA’S AS THE ONLY METHOD AVAILABLE TO ADDRESS
A REGIONAL SOLUTION TO ARIZONA’S WATER AND WASTEWATER
INFRASTRUCTURE DELELOPMENT?

A Yes. We briefly explored the idea of forming our own utility company but were advised

by counsel that the Commission was actively trying to find ways to consolidate small water
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companies rather than encouraging their formation.

Q: AT THIS POINT, HOW CAN THE COMMISSION INSURE THAT THE MONIES
EXPENDED UNDER THE ICFA’S GETS USED TO CONSTRUCT UTILITY
INFRASTRUCTURE?

A: Because obligations under the ICFA is paid on a per EDU basis, the Commission should
require the subsidiary utilities to direct GWC to account for all funds paid by NWP, and others in
similar situations, under the ICFA and deliver those funds earmarked for the EDU paid for, into a
separate account managed by the subsidiary utility to insure their availability at the time utility
service is needed and credit NWP for the full amount of contributions in the event any hook up
fee is established by the utility since the ICFA exempts the parties from additional costs for

utilities.

Q: HAS THE COMMISSION ADDRESSED GWR’S ICFA’S IN THE PAST?

A Yes, in Decision No. 71878 the Commission recognized that GWR had entered into 157
ICFAs with developers in the service areas of Global Ultilities. (See Decision No. 71878, p.
[2(September 15,2010)). The Commission also acknowledged that under the ICFA’s, GWR has
collected funds from developers in exchange for GWR’s agreement to provide Utility Service to
developments through its subsidiaries. (/d.). Specifically, Staff noted that “ICFA fees are only
collected in instances where a developer or landowner needs plant for utility service, and this is
why staft views the ICFA fees as an integral part of [Global Utilities] financing of plant used to
supply utility service.” (See Decision No. 71878, p. 23). In fact, Decision No. 71878 determined

that:
Commission should commence a generic investigation which looks at how best to
achieve the Commission's objectives with regard to encouraging the acquisition
of troubled water companies and the development of regional infrastructure
where appropriate. As part of this proceeding, we would like stakeholders,
including Global and Staff, to also address in workshops whether ICFAs or other
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mechanisms, if properly segregated and accounted for, could be utilized to
finance the actual acquisition of troubled water companies, subject to
Commission approval.

Additionally, we would also like stakeholders to address whether ICFAs, or some
other mechanism, if properly segregated and accounted for, would be appropriate
for use in covering such expenses as a portion of the carrying costs associated
with unused regional water and wastewater facilities or infrastructure which
meets the Commission's objectives.

Therefore, we will require Staff to notice and facilitate, and Global to participate
in, stakeholder workshops designed (o address these issues, and make
recommendations to the Commission on the issues discussed in the workshops,
including whether it is appropriate to adopt the recommendations in the next
Global Utility rate case, as well as other future rate cases. The workshops shall
be noticed and held in the existing Generic Docket.

(See Decision No. 71878, p. 30-31)

Q: TO YOUR KNOWLEDGE, DID THOSE WORKSHOPS TAKE PLACE AND
WHAT WAS THE OUTCOME, IF ANY?
A: Those workshops did take place and NWP was a participant. While there has been some

resolution on various issues raised in the workshops, no action has been taken on the ICFA issue.

Q: HOW SHOULD THE COMMISSION ADDRESS ICFA’S?

A: As I testified above, NWP is looking for certainty that the funds previously paid to GWR
and those coming due in the future under ICFA’s will be provided to and be available for GWR’s
subsidiary utility companies to provide utility services contracted for either through acquisition or
construction of utility plant since the regulated utilities have been obligated by the parent to

provide facilities and service As Staff concluded in the 2006 Staff Report,

[To] the extent these services are provided under contracts between non-
regulated entities, it is unclear whether the Commission has jurisdiction over
the contracts or the related activities. However, the Commission does have
jurisdiction over the regulated utilities affected by these agreements and how
these utilities account for these costs.
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(See, 2006 Staff Report, p. 4)
Q: Will the property owner or developer or subsequent homebuilder absorb the cost of fees

paid to GWR for regional water, sewer and reclaimed water facilities?

A: No. The cost will pass through to the eventual homebuyer.

Q: DOES THIS CONCLUDE YOUR TESTIMONY?

A: Yes it does.

_10_
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- INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

THIS INFRASTRUCTURE COORDINATION, FINANCE AND OPTION
' AGREEMENT (this “Agreement”) is entered into as of July ! , 2006 between Global Watst
Resources, LLC, a Delaware limited liability company (FGWR” and “Coo¢rdinator”) and First
American Title Insurance Company, a Califomia corporation as trustee under Trust No. 8559
("Landowner') as to the parcels described on Exhibit A attached hereto and, when optmn nghts
are exercised, as to the parcels described on Exhibit A-1 attached Lereto.

RECITALS

k e A Coordinator is engaged in the business of, among other things, acquiring and
consolidating water and wastewater utilities, coordinating the provision of water, wastewater and
reclaimed water services to landowners through Coordinator's regulated public service
corporation affiliates and providing services or benefits to landowners, such as: (i) developing
master utility plans for services including natural gas, electricity, cable television, Intemet,
intranet, and teleconmunications; (ii) providing coordination of construction services for water,
reclaimed water and wastewster treatment facilities; and (iii) ptoviding finanéing for the
provision of infrasttucture in advance of growth. Cactdinator’s sérvices to be provided pursuant
to this Agréement shall, howeves, be provided as set forth hereinafier.

B. Coordinator owns several regulated utilities in the State of Arizons and is in the
process of acquiring West Maricopa Combine, Inc. (“WMC”), an Arizona corpotation, the
holding company for five regulated water utilities including Water Utility of Greater Tonopah,
The. (“WUGT"™), an Artizona corporation, the result of which is expected to include serving the.
Landowner’s propeity known as Copperleaf (the “Lapd™) as more particularly described in
Exhibits A and A-1 to this Agreément. Coordinator intends to coordinate and failitate water

- utility service to the Land through WUGT and any and all of Landowner's obligations under this

FN
-~
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Agreement relating to water utility service aré contingent on final closing of the acqidsition of
WMC and WUGT. Upon such closing and approval, WMC and WUGT will be wholly owned
subsidiaries of Global Watét, Ific., & wholly owred subsidiary of GWR. Cobrdinator repfesents
and wartants: (1) that the acquisition of WMC and WUGT does not require approval of the
Arizona Corporation Commission ("ACC"); (2) that Coordinator has full power to carty out the
transactions provided for in this Agreement; (3) that Coordinator is not a party to any bankiuptcy
or similar proceeding, nor to the best of Coordinator's knowledge, are there any other matters
pending which would adversely affect Coordinator's ability to perforin the services set forth in
this Agreement; (4) and that Coordinator has the financial capacity and experience to oversee
and financially guarantee and heréby doeés guarantee to Landowmer that Coordinator’s
subsidiaries will have sufficient financial resources to provide the Utility Services described in
this Agreemett. , ,

C.  Coordinator has formed a wastewater utility referred to as Hassayarmpa Utility
Company, Inc. (“HUC”) in order {o serve the Land and other properties in the area, and hag filed
an application with the ACC for issmance of a Certificate of Convenience and Necessity
(“CC&N”) to provide public wastewater utility service in the State of Arizona. HUC's pending
application for issnance of a CC&N pertains to another development and currently is before the
ACC under Docket No SW-20422A-05-0659. HUC is a wholly owned subsidiary of Global
Water, Inc., a wholly owned subsidiary of GWR. Coordinator provides equity and will provide
equity for its subsidiaries’ capital construction and improvements,

D. It is Coordinator’s intention in this Agreement to coordinate the provision of
integrated water, wastewater, and reclaimed water plant and services, and those related services,
to the Land. Within thirty (30) days of the closing of the acquisition of WMC and WUGT by
Coordinator, Coordinator shall coordinate and arrange for the filing of CC&N extension
applications by WUGT and HUC as necessary with the ACC to provide water, réclaimed water,

.and wastewater service (collectively, “Utility Services™ to the Land as well as other land.

Coordinator shall consult and coordinate with the Landowners regarding such filing. To the best
of Coordinator's actual knowledge, there are no laws, restrictions or other agreements which may
prevent Coordinator from obtaining all the governmental authorizations described in this
Agreement, including the CC&N extension and approvals from the ACC. Coordinator does not
have an agreement with any third party (other than a financing agreement with its lenders) under

2
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which Cootdinator or its successors in interest is or conld become obligated to (i) sell HUC or
WUGT or any portion thereof to a third party, or (il) grant, transfer; or dedicate any part of
HUC's or WUGT"s assets to a third party. Unider this Agreement, Coordinator shall facilitate
and arrange the provision of water, wastewater and reclaimed water services to the Land through
WUGT and HUC, and Coordinator shall financially guarantée to Landowner that WUGT and
HUC will have sufficient financial resources to provide water, wastewater and reclaimed water
service 10 the Land. Landowner's obligations under this Agreement relating to wastewater
setvice are contingent on HUC obtaining a valid CC&N from the ACC and exteénding its CC&N
to include the Land, and Coordinators continuing financial guarantees as set forth in this
Agreement, Landowner's obligations under this Agreement relating to water service are
contingent on WUGT obtaining a final order from the ACC extending WUGT's CC&N to
include the Land, and Coordinator's financial guarantees as set forth in this Agreement. Under
this Agreement, Coordinator, WUGT and HUC shall be responsible for any and all engineering,
design, construction, licensing, permitting, payment and financing for and of any and all water,
wastewater, and reclaimed water plant, production, treatment, storage, pumping, and delivery
facilities constructed on or off the Land or on Coordinator’s, WUGT’s or HUC’s properties to
the Delivery Points as defined below (the “Off-Site Facilities™), necéssary to provide water,
reclaimed water, and wastewater service to the Land, and shall hold Landowner harmless from
any liens or additional charges on the Land resulting from Coordinatot’s, WUGT’s, and HUC’s
provision of services to the Delivery Points as set forth in this Agreement. Under this
Agreement, “Off-Site Facilities” means those water, reclaimed water, and wastewater facilities to
be constructed by Coordinator or its subsidiaries under this Agreement, including all water,
reclaimed water, and wastewater plant, production, treatment, transmission, storage, purping,
and delivery facilities constructed either off the Land, on the Land (but expressly excluding any
delivery systems to the actual end-users on the Land), or on Coordinator’s, WUGT’s or HUC’s
properties to the Delivery Points as further defined and set forth on attached Exhibit H.
Landowner shall not have any additional financial responsibilities for Off-Site Facilities,
including additional charges or hook-up fees intended to reimburse Coordinator, HUC and/or
WUGT for Off-Site Facilities costs, except as set forth in this Agreement,
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E. Landowner is the fee simple owneér of that certain real propérty located in
Maricopa County, Arizona, the legal description of which is included on the attached Exhibit A
(the “Land”).

F. = To protect Landowner’s long-term investiment in the Land and to ensure that the
Land has access to essential utility seivices, the Landowner desires to engage Coordinator to
provide various services including arranging and coordinating for the Landowner the provision
of watzr, reclaimed water, and wastewater utility services, and related services, by WUGT and
HUC with respect to the Land pursuant to the terms and conditions hereinafter set forth.
Landowner will work with WUGT and HUC to include the Land in WUGTs and HUC’s CC&N
service areas as nccessary. Landowner may entitle and sell the land in whole, in part, or in
multiple phases to entities for future development. Through Coordinator, Landowner has
requested watet, reclaimed water and wastewater services from WUGT and HUC, and GWR
through WUGT and HUC has, subject to the terms of this Agreernent and as otlierwise legally
permitied, agreed to provide such services to Landowner, including the financing and
construction of any and all Off-Site Facilities necessary to provide water, reclaimed wateér and
wastewater services to the Land. Coordinator shall facilitate and arrange for WUGT and HUC to
provide “will serve™ letters conternporaneously with the execution of this Agreement in a form
consistent with Exhibit I and shall provide notices of intent to serve as required by governmental
agencies from WUGT and HUC for Landowner, In the event WUGT and HUC do not provide
such will serve letters and notice of intent to serve to Landowner, any amounts paid by
Landowner under this Agreement shall remain in an interest bedring escrow account as set forth
hereinafier until WUGT and HUC provide such will serve letters and notices of intent, If
WUGT and HUC fail to provide such lefters and notices within 90 days of the daie of this
Agreement, Landowner shall have the right fo a refund of any and all monies in such escrow
accovmt, including accrued interest. The ?’a‘rtics acknowledge that all Utility Services will be
provided by WUGT and HUC, and that Coordinator itself does not provide Utility Services.

G.  The Parties acknowledge that the approval or extension of WUGT's and HUC's
CC&Ns may not be finalized until such time as the appropriate Arizona Department of Water
Resources (FADWR”), Arizonia Department of Environmental Quality (“ADEQ™), Maricopa
County Envitonmental Services Department (“MCESD”) and Maricopa Association of
Governments (“MAG”) permits and approvals are in place.
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H  The parties recognize and acknowledge that this Apreethent is a financing,
coordination and pption agreament only as miore fiilly set forth herein. The foes conteriplated in
this Agreemernt représent an approximation of the carfying costs dssociated with infefest and
capitalized intetest associated with the financing of infrastructure for the benefit of the
Laridowner ar its suctessors until such titne as the raiés associated from the provision of services
within the areas to be served as contéimplated by this agreement generate sufficient revenue to
carry the ongoing cairying costs for this infrastructure. Coordinator shall bear the risk that the:
approximation of the carrying costs does fiot match actual carrying costs, and Landowner shall
not be required to pay any additional amounit to Coordiriator or to others for carrying costs.
Nothing in this Apgreement should be construed a5 a payment of principal, a contribution or
advance to the utjlities and will bear no repayient of any kind or nature in the future, unless
otherwise agreed by this Parties, or except as otherwise required in this Agreement.

L  The Partics tecognize, ackriowledge and agreo thiat the wastewater provisions of
this Agreement are contingent upon one twenty (20) acre wastewater treatment site, with an
option for up to 10 additional contiguous acres as described in subsection 3.5, for @ Water
Reclamation Facility (“WRE™), as outlined in the MAG 208 document filed by HUC on May 8,
2006, being deeded to HUC within 60 days of signing this Agreement or as soon thereafier as is
reasonably possible under applicable Arizona laws. Any change to the site location identified in
the MAG 208 proceedings will require Landowner’s written consént, not to be unreasonably
withheld, and, if required, Coordinator shall seek to obtain an amendment to the MAG 208 Plan.
The Parties also recognize, acknowledge and agree that the water supply obligationis of this
Agreement are contingent upon a three (3) acre water treatment plant (“WTP”) site being deeded
to Coordinator or to WUGT within twelve months of the execution of this Agreement or as soon
thereafter as is reasonably possible under applicable Arizona laws. The WTP site can be located
within the open space requiréments of Maricopa County, In the event HUC and/or Coordinator
fail to satisfy and/or meet, or more likely than not will not be able to meet, any and all CC&N
conditions or other regulatory requiremients, or other conditions and performance requirements
set forth in this Agreement for water, reclaimed watet and/or wastewater setvices as provided for
herein, the land for the WRF shall revert immedistely to Landowneér and HUC and/or
Coordinator shall deed such land in fée with no encumbrances to Landowner within 60 days of
such failure. In the event WUGT and/or Coordinator fail fo satisfy and/or meet, or more likely
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than not will not be able to méet, any and all CC&N conditions or other regulatory
requiternents, o other conditions and performarice requirements set forth in this Agreement for
water services as provided for herein, the land for the WTP shall revert immediately to
Landowner and WUGT and/or Coordinator shall deed such land in fee with no encumbrances to
Landowner within 60 days of such failure. In thiese events, Coordinator shall éxecute any 4nd all
necessary additional documenits to effectuate such reversion to Landowner within ten (10) days
of Landowner's writtén request. The locations of the WRF and WTP must be reasonsbly
approved in writing by the Landowner, and any changes to the approved locations shall requite
the Landowner’s additional writtén approval and will oceur upon Landbwrier's reasonable
request. The proposed WRF locations as subinitied on the MAG 208 filing aré identified on
Exhibit H. ’

- J. The Parties recognize, acknowledge and agree that this Agreement is contingent
upon the acquisition of WMC and WUGT by Coordinator or its affiliates. It is further
recognized, acknowledged and agreed that $500 per EDU of the Landowner Payment described
in subs¢ction 4.1 will be allocated toward the acquisition purchase price of WMC and all its
subsidiaries. o '

AGREEMENT

NOW, THEREFORE, for good and valusble consideration, the receipt and sufficiency
of which ate hereby acknowledged, the Parties hereto agree as follows:

1. Obligations of Coordinator. Upon execution of this Agreement, Coordinator shall
use its best efforts to complete the acquisition of WMC and WUGT, and upon such acquisition,
Coordinator shall facilitate, arrange and/or coordinate with WUGT and HUC to provide Utility
Services to Landowner, including without limitation, obtaining any and all necessary permits and-
approvals from the ACC, ADWR, ADEQ, MCESD and MAG for WUGT and HUC lawfully to
provide timely Utility Setvices to the Land, which will contain approximately 3,750 EDUs. In
return for the payments by Landowner herein, and subject to the terms hetein, Cootdinator,
through WUGT and HUC, shall construct any and all water, reclaimed water, and wastewater
treatment plant, delivery facilities and lines required By the development plan to the Delivery
Points and to a reclaimed water storage facility within the Land, at locations to be requested by
Coordinator or Landowner consistent with the development master plan and plats, and approved
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by Landowner (the ‘”Dehvg_x;g Points ’) Delivery Points have béen estimated based ofi the

current site plan atid noted on Bxhibit H.  Coordinator shiall achieve substantial coniplétion of

the WIP and WRF within 18 months of the issuafice of the Start Wotk Notice ("SWN")
described in subsection 4.1 below including any and all Off-Sits Facilities, Coordisator shall
and hereby does financially guarantet to Landowner that WUGT and HUC shall have sufficient
financial resources t6 construct thie appropriate water, reclaimed watée, and wastewatst facilities
to provide water, reclaimed water and wastewater services to the Land for approximately 3,750
FEDUs, It is estimated that it may take up to eighteen (18) months to obtain all necessary
permits and/or approvals contemplated by this Agreement. Following satisfiction of the
cohditions and regulatory approvals set forth above,” Landowneér may in its absolute discretion
issue a SWN to Coordinator to comimerice construction. Upon issiiance of such rotice,
Coordifiator shall conimetice bidding of construction services, Cootdinator shafl facilitate the
constri¢tion and achieve sabstantial completion within 18 monthis from the date of such nofice as
referenced below.

2. Coordinstion with, T and HUC. Coordinator shall cooperate with
Landowner as ressonably requested by Landowner and shall arrange and obtain the list of
services on Exhibit ID hereto for Landowner to be provided from WUGT and HUC, subject to
obtaining the applicable regulatory approvals. Landowner or any successor to Landowner
desiring the delivery of Utility Sexrvices to any portion of the Land from the Delivery Points must
enter into separate Water Facilities Extension and Wastewater Facilities Extension Agreements
(the “Bxtension Agreements”) with WUGT and HUC respectively, at or prior to the time any
portion of the Land has received final plat approval from Maricopa County (“Plat Approval™)
unless otherwise agreed by the Parties, The Extension Agreemients shalt not contain amy charpes
or fees for the oost of Off-Site Facilities or related services provided to the Delivery Points,
inclnding any administrative or oversight charges. To the extent either WUGT ot HUC requests
that Landowner contribute or finance additional monies for Off-Site Facilities to provide water,
reclaimed water or wastewater service to the Land, Coordinator heréby acknowlédges and agreés
that Landowner shall not be responsible for payment of such additional costs for Off-Site
Facilities to WUGT or HUC. Rather, Coordinator shall be responsible for payment of any and
all stich additional costs for Off-Site Facilitiés as requested by WUGT or HUC or as otherwise
required. At Landowner's optioi, Landowner may pay WUGT or HUC for such additional costs
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for Off-Site Facilities, and Landowner then may offset and deduct any such payments to WOGT
or HUC against any remaining amounts due to Coordinator under this Agreement, Unless
otherwise apreed and nepotiated by the Pirtics, which the Parties agree to do in good faith, the
Extension Agreemaent shall be in the form attached hereto as Exhibits E and F, subject to the
approval of the ACC.

3. Oblipations of Landowner. Landowner agrees to coopétate with Coordinator as
reasonably requested by Coordinator and agrees to provide all information and documentation
reasonably available to Landowner about the Land reasonably necessary for Coordinator to
comply with its obligations under this Agreement. The site plan anﬁcipatbd at the time of this
Agreement for the Land is attached hereto as Exhibit B. Landovwner msy make changes to the
site plan at Landowner's discretion (so long as such changes do not materially affect the
obligations of the Parties herein), or the site plan will change consistent with Maricopa County
decisions and requirements, and such changes shall be ircorporated into this Agreement when
received by Coordinator.

3.1  Inaddition, Landowner agrees to grant to WUGT and HUC, all reasonably
necessary easements and rights of way on the Land requested by Coordinator and agreed
by Landowner for the construction and instailation and subsequent operation,
maintenance and repair of the Utility Services. As determined and reasonably agreed by
the Parties, such casements and rights of way shall be of adequate size, location and
configuration so as to allow WUGT and HUC, when the Land is developed by
Landowner or its successors, ready and all weather access to all facilities for maintenance
and repairs and other activities reasonably necessary to provide safe and reliable water,
reclaimed water, and wastewater Utility Services in a timely manner, Landowner is not
required to provide any easements or access to any locations outside of the Land.

32  Assured Water Supply = Once WUGT has constructed the WTP and hasa
pressurized water system inclusive of liydrants on the portion of the Land where
Landowner needs and has requested water, and except as otherwise provided in this
Agreement, the Parties agree that Landowner will pay the ACC Tariff rates for water
provided by WUGT, including construction water. Coordinator shall coordinate and
negotiate with WUGT for a credit or reimbursement to Landowner in an amount equal to
Landowner's reasonable expenditures and reasonable costs to provide any non-
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groundiater water resources or Type 2 right to WUGT pursuant to subséction 3.2.1
below, In order for the credit of rejimbursement to cccur, WUGT miust own of conitrol the
non-groundwater water resource or Type 2 fight provided by Landowner. The reclaimed
water Tariff rate shall apply to any water WUGT provides to Landownet for interim uses
on parcels that will use reclaimed water long term, such as golf course watering; lake fill
and refill, and common area watering. Landowner agrees to not apply for a Certificate of
Assured Water Supply before January 1, 2007 to allow Coordinator the opportunity to
research the option of obtaining an Assured Water Supply Designation.

3.2.1 Coordinator is currently planning to have WUGT obtdin an Assured Water
Supply Designation (*Designation™) from ADWR to serve WUGT’s seivice area. This
subsection 3.2.1 shall apply only if Coordinator or WUGT secure a Designation. As
Landowner at its discretion ceases to utilize the appurtendnt grandfathered groundwater -
withdrawal rights on the Land or any phase of the Land for which a final plat has not yet
been approved, for farming or raising of stock, and for construction or development
purposes, Landowner will submit an ap‘plicéﬁcm to ADWR to extinguish the Irrigation
Grandfathered Rights and Type 1 Rights appurtenant to these areas, and will transfer the
extinguishment credits to WUGT in consideration of WUGT’s provision of an assured
water supply for the Land. Landowner or its successor may at their discretion retain the
Type 1 Rights appurtenant to a parcel of land to utilize long term in conjunction with
development of hot spring facilities on the Land. To the extent the Irrigation
Grandfathered Rights, Type 1 Rights, or altemnative water supplies provided by
Landowner to WUGT at the time set forth in Section 3.2 and pursuant fo this subsection
3.2.1 are insufficient to provide the quantity of water necessary to meet the needs of
certain non-residential uses, including water features, hot spring facilities, tarfrelated
facility watering, lakes, and golf course uses, Landowner agrees to provide Type 2 rights,
Type 1 rights delivered from other portions of the Land that have not yet recefved final
plat approval, long-term storage credits and/or a recovery well permit, or an acceptable
altemative water supply, that may be used to serve these uses in a manner that is
consistent with ADWR’s consistency with management goal requirements and that, if
applicable, does not result in an incresse to any replenishment obligation of WUGT
(unless Landowner satisfies such obligation) umtil the Land is generating enough
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reclaimed watér for those putposes. Coordinator shall negotiate and coordinate with
WUGT to withdraw and serve such Type 2 water, Type 1 water, stored water or
alternative water to Landowner upon request as set forth in this Agreement.
Notwithstanding the provisions in this subsection, Coordinator will indemnify
Landowner for any actions taken by Coordinator or its subsidiaries that demonstrably
harms Landowner’s priotity to physically available water below Landowner’s property as
determined iri the ADWR's Analysis of Assured Water Supply (“Analysis”) number 28-
401401,0000 dated January 3, 2005. Coordinator’s indemnity shall be Limited to the
obligation to timely provide an equivalent amount of physically available water of such a
quantity and quality as is required o meet Landowser's objectives for the Land within the
quantity and quality deemed available in the Analysis, .

3.2.2 This subsection 3.2.2 shall apply if Coordinator of WUGT are unsble to-
obtain a Designation or if Coordinator or WUGT fail 10 obtain or will not be able to
obtain a Designation within six (6) rhonths prior to the date Landowner or its successors
teasonably expeot to obtain final Plat Approval for any part of the Land. Landowner
shall retain all Irrigation Grandfathered Rights and Type 1 Rights appurtenant to the Land
or phase to be Certificated. Landowner or its successors will notify Coordinator of the
platting timeline when the same is determined by Landowner in its reasonable discretion.
Landowner shall retain the right to use Type 1 Rights within the Land or phase, and
WUGT shall be responsible for administering or reporting such uses -if required by
ADWR or the Ceptral Arizona Groundwater Replenishment District. If Landowner
chooses to extinguish Aany Irrigation Grandfathered Rights or Type 1 Rights, Landowner
will retain the extinguishment credits. For two years past the date the Certificate of
Assured Water Supply issues for the applicable Land or phase, WUGT shall have the
exclusive option to purchase any such extinguishment credits resulting from such Land of
phase pursuant to this subsection for $100 per credit to be paid to the owner of the
credits,

3.3  Coordinator or WUGT’s interests in owning existing wells on the Land
are primarily for groundwater uses until reclaimed water is available as well as péssibly
converting the well to a service area well for use in water production for the CC&N area.
After Landowner or its deleges have ceased farming a portion of the Land, and if such
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wells, tanks, pressurization stfuctires or other water appurtenances are no longer needéd
by Landowner for uses on or under the Land, Landownet shall transfer and convey to
Coordinator ot WUGT at no cost to WUGT (or Coordinator) any of Landowner’s wells,
tanks, pressutization strictures, and other water appurténances of any kind or fature on
such poition of Land that Coordinator, in its sole and reasonable discretion, déems useful
for WUGT, whether operational, abandoned, agricultural or othetwise, In addition, if
WUGT identifies existing well sites on the Land that WUGT deems useful for WUGT,
and such existirig well sites are not located within areas identified in the curi¢nt or any
approved preliminary plans as areas to be vsed for enfrances, entry rontumentation or
public roadways, Landowner shall caise such well sites to be identifiéd on the final Plat
Approval and dedicated to WUGT in fee, free of all liens, claims and encumbrances of
any kind or nature whatsoever. If WUGT seleots an existing well site for uses identified
at the beginning of this sub-section, and Landowrer or its successors still wish to use the
existing well, then Landowner or its successors will establish a customer account with
WUGT whereby Landowner can obtain the water necessary to continue farming or
raising of live stock, or for construction uses in areas or phases of the Land that lack a
pressurized water system inclhisive of hydrants at a special agricultural or bulk rate equal
to Landowner’s cost of pumping and required repairs prior to the transfer of the well. In
lieu of ACC approval for the special agricultural or bulk rate, Coordinator will subsidize
the Landowner in this area. Coordinator or WUGT shall be responsible for the well site,
well replacement, and all well operation and maintenance expenses. Any well sites, tanks
and pressurization structures not transferred to Coordinator or WUGT are to be
decommissioned at the Landownet’s expense.

3.4  Both Parties acknowledge that until reclaimed water is available for the
Land, groundwater from wells on the Land may be utilized. The rate charged for the use
of such groundwater for leke fills is the ACC Tariff rate set for reclaimed water.
Coordinator will obtain an Interim Use Permit (“IUP”) from ADWR on behalf of the
Landowner or the Landowner’s homeowners association to allow the use of groundwater
or alternative water source until reclaimed water is available. Specific identified costs
associated with completing the JUP will be reimbursed by Landowner to Coordinator
subject to written documentation of such costs. Such costs may include engineering
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plans prepared by Landownet’s engineering firm for the benefit of ADWR subject o
Landowner’s prior written notice. The ongoing renewal costs and annual reporting
associated with the mainteriance of the IUP shall be boine by the Lafidowner or the
designated homeowners association as appropriate.  Upon agreement of the Parties,
which will not be unreasonably withheld by Coordinator, Landowner or its successor
may submit its own TUP application at its awn expense.

3.5 Landowner agrees to deed or cause the deeding by the record owner, free
and clear of all liens and encumbrarices, and at no cost to Coordinator, one twenty (20)
acre wastewater treatment site for a Water Reclamation Facility (“WRF™), as outlined in
the MAG 208 documment filed by HUC on May 8, 2006 and as deterinined in consultition
with Landowner, to Coordinator or to HUC pirior to the filing of an Aquifer Protection
Permit by HUC. I Landowner’s approved development master plan requires changes to
the WRF location or plan, Coordinator shall seek approval for an smendment to the
MAG 208 Plan corisistent with the approved development master plan for the Land. Ifa
site change for the WRF is required, Landowner recognizes Coordinator’s obligation
under the preceeding sentence is contingent on the approved amendmeént of the MAG 208
Plan. As required for service to the Land, Landowner i$ responsible for all costs related,
if any, to provide that the actual footprint of the WRF (as located within the WREF site) is
out of the floodplain prior to the filing of permits at Landowner's request as necessary
for the construction and ultimate operation of the WREF to serve the Land. Landowner
acknowledges the 20 acres may require specific zoning and will use its best efforts to
achieve zoning necessaty from Maricopa Couaty for the location and operation of a
WREF. The Parties agree that the Utility Services for the Land are contingent on the use
of this site as a WRF. If required to meet MAG 208 regionial plan requirements, after the
initial 20 acres are conveyed, and upon Coordinator®s request, Laridowner shall convey to
Coordinator, or HUC or Coordinator’s nominee subject to the requirements of this
Agreement, excess land in the amount of up to an additional 10 acres contignous to the
WREF site (the “Excess Land™) that is also free and clear of all liens and encumbrances,
and Landowner will use its best efforts to achieve zoning necessary from Maricopa
County for the location and operation of a WRF on such Excess Land. Coordinator or
HUC will have an option to purchase the Excess Land from the Landowner for a period
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of five years from the date of signing this Agreement at a purchasé price based upon -
Landowner’s basis in the land at the time of execution of this Agréement plus acerued
interest from the daté of this Agreement. The interest rate paid will be the Prime Iiterest
Rate as establishied by Wells Fargo Bank or Chase Bahk ag detétmined by Landowuer in
its reasonsble discretion. Coordinator may exércise such option solely for purposes of
locating and opetating 2 WP, WRF or Wastewater Treatitient Plant on the Excess Land.
If the option is exercised for a WTP, then the unused WTP land referred to in Recital I
and Section 3.6 of this Agreement not otherwise used for such purpose shall be returned
to Landowner, The Parties furthier understand and agree that the total amount of land
provided under this subsection, including any and all setbacks shall not exceed 30 acres.
Coordinator or HUC shall grant Landownér an easément to usé up to two of the four
sides of the 350 foot setback within such 30 acres as Landowner requests, so long as such
uses and easement are consistent with governmient requirements and HUC’s service
obligations to its custorners. Maintenance of the setback used by the Landowner is the
responsibility of the Landowner. Coordinator agrees that the acreage provide to
Coordinator and HUC pursuant to this subsection is sufficient to satisfy any ADEQ or
other setback requirements applicable to HUC's wastewaler treatment facilities,
Coordinator also agrees that the use of the acreage by Coordinator, WUGT and/or HUC
shall be limited to facilities and structures necessary for WUGT and/or HUC to provide
water, reclaimed water and wastewater services, including reclaimed water retention
structures and SCADA toweis not 1o exceed 100 feet unless otherwise agreed by the
Parties. The Parties acknowledge and agree that Coordinator, WUGT and/or HUC may
install only one tower per WTP, WRF and well site. Coordinator shall not allow any
party other than Landowner without Landowner’s written permission to use, any of the
four sides of the 350 foot setback for a purpose that Landowner determines is inconsistent
with future development plans (for example, cell phone towers, electrical towers, ot other
unsightly uses, or uses likely to be a nuisance to neighboring homeowmers). In
consultation with Landowner, Coordinator shall make reasonable efforts to design and
configure such SCADA towet to minifnize disruption of development views or othier
impacts on the Land. In the event Coordinator or its subsidiaries do not use the 20 acre
WREF site for location and siting of a WRF to serve the Land, or in the event that
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Coordinator ot its subsidiaries do fiot use the 3 acre WTP site for location and siting of a
WTP to serve the Land, or in the event that Coorditiator or its subsidiaries do not use the
Bxcess Land for location and siting of a WRF and/or WTP, then Coordinator shall
reconvey such unused Land or unuged portion(s) of the Land to Laiidowner.

3.6  The Landowner further agrees, within 12 months of the execution of this
Agreement, or ds soon thereafter as is reasonably possible under applicable Arizona laws,
and at no cost to Coordinator to deed, free and clear of all liens and encumbsances, a
thres (3) acre watet treatmerit site' (“WTP”) to Coordinator or to WUGT in a location
reasonably requested by Coordinztor or WUGT and approved in writing by Landowner .

3.7 Inthe event HUC, WUGT and/or Coordinator fail to satisfy arid/or meet
any and all CC&N conditions or other regulatory requirements, the land pieviously
deeded for the unsuccessful WRF and/or WTP shall revert to Landowner, HUC, WUGT
and/or Coordinator shall deed such land back to Landowner within one month of
Landownet’s request free and clear of any and all encumbrances and/or liens on such
land. Coordinator shall execute any and all documents necessary to effectuate such
reversion to Landowner.

" 4, Payment Oblipations. Landowner, or its assigns in title and/or successors in title,
shall pay Coordinator as an acquisition, interest and financing fee as full and final compensation
to the Coordinator in consideration for its servicés and performance of its covenants and
agroements contained in this Agreement, at the times specified in this Agreement the total sum of
$5,500.00 per BEDU in the Copperleaf development (the “Landowner Payment™), with any
portion of this sum unpaid at the time of final plat approvat for the portion of the Land affected,
or sale of the Land or a portion of the Lanhd by Landowner, whichever occurs later, adjusted
upward based on a CPI Factor as defined in this Agreement. However, if Maricopa County
requires a water and/or wastewater plant to be substantially complete prior to the issuance of a
final Plat Approval requested by Landowner, and only if Landowner has issued a SWN, the
unpaid portion of the Landowner Payment for the EDUs in the plat submitted by Landowner for
approval must be paid no later than six rhonths after final Plat Approval, For tén years following
execution of this Agreement, the CPI Factor is defined as the Consumer Price Index — United
States City Average — for All Urban Consumers and all Items published by the United States
Department of Labor, Bureau of Labor Statistics (“Index™), with the Index for the month the
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wastewater CC&N application is approved for Landowner’s Land being treated as the base
Index, plus two percent (2%). After ten years following execution of this Agteement, the CPI
Factor is defined as the Consumier Price Index — United States City Aveérage — for All Urban
Consumers and all Items published by the United States Department of Labor, Bureau of Labor
Statistics (“Index™), with the Iridex for the month the wastewater CC&N application is approved
for Landowner’s Land being treated as the base Indéx. The Parties, however, further agree to
renegotiate this CPI Factor in good faith in the event that it results in a Landownet Payivient it
excess of related financing requirerents, If the Index is discontinued or revised during the ter
of this Agreement, such other government index or computation with which it is replsced shall
be utilized, and modified as necessary, to obtain substantially the same result as would be
obtained if the Index had not been so discontinued or revised. For example, if the CC&N for
wastewater is approved in December 2007, and a portion of the Landowner Payment, $500 per
EDU, is due in April 2008, and the most current available Index is 187.3 and the Index for
December 2007 was 182.5, the Landowner Payment per EDU would be calcilated as follows:
$500 x 187.3/182.5 x 1.02 = $523.41 per EDU. The CPI Factor as limited above is only
applicable to that particular unpaid portion of the $5,500 per EDU base fes. The number of
EDUs within the development shall be calculated as follows: (i) each single family residential
EDU included in the final Plat Approval shall constitute one (1) EDU and (ii) each net acre of
commercial or industrial property included in the final Plat Approval shall constitute four point
cight (4.8) EDUs. Following the last final Plat Approval for the Land as determined by
Landowner, Landowner and Coordinator shall reconcile the amount paid by Landowner pursuant
to the preceding sentence with the actual portion of the Landowner Payment paid to date and
Landowner shall pay to Coordinator or Coordinator shall pay to Landowner, as the case may be,

- the amount necessary to reconcile such Landowner Payment. All of the portion of the -

Landowner Payments for water scrvice under this Agreement are contingent on Coordinator's
acquisition of WMC and WUGT. In the event that Coordinator is unable to acquire WMC and
WUGT, the Partics agree that any payments made into an escrow aceount will be immediately
returned to Landowner, including accrued interest. Further, the Parties understand and agree that
a complaint has been filed against Coordinator with the ACC under Docket Nos, W-01445A-06-
0200, SW-20445A-06-0200, W-20446A-06-0200, W-03567A-06-2000 and SW-03575A-06-

- 0200 alleging that certain Infrastructure, Coordination and Finance Agreements executed by

15



W e TR tees Tadersiany

20060939366

Coordinator are invalid by Arizona law. In the event that the ACC determines that Coordinator's
Infrastructure, Coordination and Finance Agreements are invalid or againist the law, the Parties
hereby agree to amend this Agreement to conform to any such decisiosi issued by the ACC and
in doing so shall make best efforts to maintain the substance (including all benefits and
obligations) of this Agreement in any amiended or restated agreement. To be efféctive, an
amendment or restated agreement shall require the written consenit of the Parties, Th the event
that such decision by the ACC materially alters the substance of the transaction between
Landowner and Coordinator, and precludes Coordinator from fulfilling its obligations or
mhtzrially increases the costs to Landowner under this Agreement, the Parties agree that this
Agreement may be voided and Coordinator shall refiind any and all payments made undet this
Agreement to Landowner that are in excess of costs incurred for services or constniction to date

- as previously approved by Landowner which such costs shall not be more than 15% of the

Landowner Paythents made to date if such ACC decision ocouss prior to issuance of the SWN by
Landowner. Such costs reasonably incurred for services or construction to date will be made
available to Landowner for review, To the extent this Agreement is voided or amended as set
forth above, Coordinator shall upon request by Landowner record any and all release documents
related to this Agreement and any lien related to this Agreement with the County Recorder in a
form epproved by Landowner and Coordinator shall waive any and all other claims against the
Land or Landowner under this Agreement in writing, except as otherwise allowed in an amended
or restated agreement. To the extent this Apreement is voided, Coordinator shall within 90 days
deed and reconvey the WTP, WREF, and all well sites received from Landowner, along with any
and all land previously deeded to Coordinator from Landowner, to Landowner five and clear of
any and all encumbrances, liens and restrictions, and the Coordinator shall return or assign all
watet rights or extinguishment eredits provided to Coordinator by Landowner pursuant to this
Agreement. To the extent this Agreement is voided, Coordinator shall return to Landowner
within 90 days all plans, documents and other materials provided to Coordinator, WUGT or
HUC by Landowner or created to design water, reclaimed water or wastewater facilities to sexrve
the Land,
4.1  The following describes the timing of payments for residesitial EDUs of
$5,500 per EDU plus the CPI Factor, if applicable. Until a final Plat Approval is
received, residential EDUs are assumed to be at 3.5 EDUs per acre. Any additional
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amount due for the CPI Factor for edch phase or portion of the Land is paid as each phase
ot portion receives final Plat Approval.

Within 72 Hours of the execution of this Agreenient, the Landowner will deposit
in escrow $500.00 per EDU ($1,875,000 for 3,750 EDUs at Copperleaf). All
$500.00/EDU will be released to Coordinator conternporaneously with the close
of escrow for the purchase of WMC or, if escrow has already closed, imimediately
upon deposit. If within seven (7) days of execution of this Agreement,
Coordinator and WMC have not executed = purchase agreement fot Coordinator's
acquisition of WMC, then Landowner's $500 per EDU paynient will be returned
to Landowner;

Within 72 hours of the execution of this Agresment, Landowner will deposit in

escrow $75.00 per EDU payment ($281,250 for 3,750 EDUs at Copperleaf) for

the May 8, 2006 filing of the MAG 208 plan amendment. All $75.00/EDU will be

released to Coordinator contémporaneously with the close of escrow for the

i WA C or, if escrow has already closed, mmedxately upon deposi
ALLLEY KETER ALK

Coordmamr WMC have not executed a pumhasc agréement for Cootdmahor s
acquisition of WMC, then Landowner's $75 per EDU payment will be retumned to
Landowner.

Upon the filing of the application for a wastewater CC&N by HUC, or upon
filing of thie application for an extension of WUGT's CC&N by WUGT, or within
90 days of execution of this Agreement, whichever is later, Landowner will remit
to Coordinator an additional $100.00 per EDU ($375,000 for 3,750 EDUs at
Copperleaf). The CC&N applications will be prepared during the diligence
period of the WMC acquisition and filed with the ACC within tbn’ty (30) days of
the closing of that transaction;

Contemporancously with the closing of the WMC transaction this Agreement
shall be recorded in the records of the Maricopa County Recorder, and will
reference any portion of the Land over which Landowner has exercised a
purchase option and is the record title holder;

Upon the ACC’s final approval of issuance of an ACC decision granting and/or
extending the CC&N of HUC to include the Land, and upon issuance of a final
ACC decision granting an extension of WUGT's CC&N to include the Land, but
no earlier that January 1, 2007, $150.00 per EDU ($562,500 for 3,750 EDUs)
will become due and payable by the Landowner to Coordinator;
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Upon the successful approval of the MAG 208 plan amendment that mcludes the
Land, but no earlier than January 1, 2007 $150.00 per EDU ($562,500 for 3,750

. EDUs) will be due and payable by the Landowner to Coordinator;

Upon Landowner’s issuance of the “Start Woik Notice™ (“SWN™), a description
of whichi is set forth at Exhibit C attacltied hersto; thé first of which shall require
the commisncement of construction of facilitics for 2,000 EDUs, $1,000,000 will
be diie and payable by the Landowner to Coordinator. The SWN shall be issued
at Landowner's sole discretion. Landowner ackniowlédges that Coordintor,
throngh WUGT and HUC, shall continiue to financially guarantse that WUGT
and HUC have sufficient financial fesources to achieve sibstantial completion of
the WTP and WREF, including any and all Wwater, reclaimed water, and wastewater
treatment plant, delivery facilities and lines necessary for water, reclaimed water
and wastewater service to the Land within 18 months of the issuance of the SWN.
Coordinator shall be required to accept Landowner's SWN any tinie after any
and all necessary permits have been issued and approved for the water, reclaimed
water and wastewater ficilities. Landowner représents and warrants that it will
make réasonable efforts after the issuance of Landowner's SWN to pursie and
obtain a final Plat Approval for a portion of the Land as determinéd by
Landowner in its sole discretion within 6 months of the substantial completion of
both the WTP and WREF, or Landowner will sell a portion of the Land to a buyer
who will do so. Coordinator plans to pursue obtaining permits and approvals
necessary to bore under Interstate 10, or otherwise locate a pipeline below an
available overpass, as this would alleviate the need to build a WRF north of
Interstate 10 for a number of years, In the event the Cooidinator is succéssful in
receiving these permits and approvals, the Landowneérs of developments
conternplated as Copperleaf, Silver Water Ranch and Silver Spring Ranch may
share the cost of the initial 2,000 EDU SWN fee based on the pro rata share of the
EDUs to be initially constructed within each development. If Landowner does
not participate in the SWN filed by another landowner or developer within
WUGT’s or HUC’s CC&N area, then Landowner’s first SWN payment is not due
until Landowner or its successors request a SWN for the Off-Site Facilities
necessary to serve the Land,

Depending on the amount already paid by Landowner, the balance of the
$5,500.00 per EDU Landowner Payment, including CPI Index, if applicable, will
be due and payeble at the time of final Plat Approval for the number of EDUs
within the plat or sale of the Land or portion of the Land by Landowner to the
ultimate builder/developer as reflected in a change in record title ownership of the
Land, whichever occurs later. Coordinator understands that Landowner intends to
sell the Land to other parties who will be the ultimate builders/developers of the
Land, Coordinator understands that the balance of the Landowner Payment shall
not be due until Landowner sells the Land to another party as reflected in the
change in record title ownership or upon final Plat Approval, whichever occurs
later. As stated in Section 4 in this Agreement, if Maricopa County requites a
water and/or wastewater plant to be substantially complete prior to a final Plat
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Approval réquested by Landowner, and only if Landowner has issued a SWN, the
unpaid poition of the Landowner Payment for the EDUs within the plat submitted
by Landowner for approval must be paid no later than six moiths after final Plat
Approval. With the amounts due for the last final plat within the Land,
Coordinator will triie up any discfepancy with respect 1o the actual number of
EDUs at final Plat Approval against EDUs estiniated ¢nd surhs paid pursuant to
this Agiéement. Either the Coordinator will pay the Landowner or the
Landowiier will pay the Coordinator that differenice contemporaneous with the
final paysent as triggered by the final platted parcel(s) of the Land.
Pursuant to Section 4.3, Coordinator shall arrange for interest-eaming escrow accounts
for those payments in this subsection that aré to be placed in escrow, with the interest
paid to Landowner if the esctow is to be retirned to Landowneér. Escrow interest will
otherwise be credited to reduce the outstanding balance of the Landovmer Payment due
to Coordinator. An exaimple of how the Landowner Payment would be calculated for land
included in the CC&N with 2,000 résidential EDU’s developed in two phases of 1,000
EDU’s each is: .
- $500 times 2,000 EDU’s or $1,000,000 is due in escrow within 72 hours of
signing of this Agreement;

- $75 times 2,000 EDU’s or $150,000 is due to escrow within 72 hours of the
signing of this Agreement for the May 8, 2006 filing of the MAG 208
application. $25 times 2,000 EDU’s or $50,000 is due to Coordinator within
90 days from execution of this Agreement or contemporaneously with the
closing of the WMC acquisition ttansaction, whichever is later;

- $100 times 2,000 EDU’s or $200,000 is due to Coordinator for the filing of
both the application for a wastewater CC&N and the application, if necessary,
for expansion of the water CC&N, or within 90 days of the execution of this
Agreement, whichever is later;

- $150 times 2,000 EDU’s or $300,000 is due 1o Coordinator upon issuance of a
final decision by the ACC approving the CC&Ns for both WUGT and HUC,
but no earlier than January 1, 2007;

- $150 times 2,000 EDU’s or $300,000 is due to Coordinator upon EPA’s

approval of the MAG 208 plan amendment, but no earlier than January 1,
2007;

$500 times 2,000 EDU’s or $1,000,000 is due to Coordinator from Landowner,

or Landowner and other participating landowners as described sbove in
subsection 4.1, upon issuance of Landowner’s SWN;
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- $4,000 plus the CPY Factor times 1,000 final platted EDU’s, or $4,000,000
plus the CPI faetor, is due to Coordinator st final Plat Approval for the first
phasé and/or change in record title ownership, whichever occurs later. If,
however, Maricopa County réquirés a watet and/or wastewater. plant to be
substantially complete prior to a final Plat Approval requested by Landowier,
and only if Landowner hias issued a SWN, the payment obligation of
$4,000,000 plas CPI Factor must be paid no later than six months after final
Plat Approval; and

- $4,000 plus the CPI Factor times 1,000 final platted EDUs, or $4,000,000
plus the CPI factor, is due to Coordinator at the final Plat Approval for the
second phase and/or change in record title ownership, whichever occurs later.
If, howevetr, Maricopa County requires a watér and/or wastéwater plant to be
substantially complete prior to a fiial Plat Approval requested by Landowner,
and only if Landowner has issued a SWN, the payment obligation of
$4,000,000 plus CPI Factor must be paid rio later than six months after final
Plat Approval.

42 For commercial anid industrial property, the $5,500 per EDU plus the CPI
Factor, if any, at 4.8 EDU’s per acre is due to Coordinator when the County approves the
“Commercial or Industrial Site Plan” and issnes a building permit which the Parties
expect to occur after residential final Plat Approvals surrounding the site, and upon

satisfaction of all contirigencies and conditions set forth in this Agreement.

- An example of how this would calculate for a commercial 61- industrial section
of land with 30 net acres in size would be as follows:

= $5,500 plus the CPI Factor x 30 acres 4.8 EDU/acre or $792,000 is
due and payable when the County approves the Commercial or

Industrial Site Plan and issues a building permit.
The parties acknowledge that additional fees as approved by the Parties or required
and/or authorized by a governmental agency except as otherwise prohibited herein will be
billed to the commiercial and industrial end user based upon the ultimate use of the land
and fixtures thereon. Fees payable to WUGT and HUC for on-site facilities, pursuant to
the Exterision Agreements or a WUGT or HUC tariff, and reimbursement for certain
costs and expenses incuired by Landowner with respect to the obtaining of on-site Utility
Services from the Delivery Points to the end user are not the subject of this Agreement
and shall be paid and reimbursed to the appropriate parties in accordance with the
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Extension Agreements.

43  Escrow Account. Within three days of exccution of this Agréement,
Coordinator shall open an interest eariing estrow account with First Armerican Title
Insurance Company for the benefit of Laridowner and Coordinator for purposes of
accepting and disbursing any and all payments and refinds under the ferihs and
conditions set forth in this Agreement, The escrow agent shall be Carol Peterson
("Escrow Agent"), This Agreement shall constitute an escrow agreement and instructions
to Escrow Agent and all funds deposited with Escrow Agent shall be disbursed and dealt
with by Escrow Agent in strict accordance with the following provisions and the terms of
this Agreement. Escrow Agent shall be anthorized to make disburseinents to Coordinator
and/or Landowneér as provided for in this Agreement within five (5) days of written
request by such Patty to Escrow Agent with a copy hand-delivered to the other Party.

In making payment requests pursuant to Section 10.5 of this Agreement,
Coordinator shall submit applications for payment relating to reasonable and necessary .
construction costs for water, reclaimed water and wastewater facilities constructed
pursuant to this Agreement, including (i) an itemization of the facilities installed and the
amount incmred for each itemn of the work (with appropriate invoices and backup
documentation), and (ii) necessary statutory lien waivers 'relating to the work. Escrow
Agent shall disburse funds pursuant to 2 payment request by either Party as set forth in
this paragraph and under the terms of this Agreement unless and except to the extent a
timely objection is made by the other Party. Any Party may object to disbursement of
escrow funds if the Party believes in good faith that such payment is not due and if such
Party delivers to Escrow Agent and all other Parties written notice of such objection
within five (5) business days of the paymént request, including a specific explanation of
the objection and an explanation of why the Party believes the amount in question should
not be disbursed under this Agreement. Any amourit subject to an objection shall not be
disbursed until the objection is resolved. Upon Escrow Agerit's receipt of an objection,
the Parties shall meet within three (3) days and make good faith efforts to resolve the
objection. If the objection is not resolved completely with such three day period, then the
objecting party may submit the matter to arbitration within an additional seven days and
the matter shall be resolved in accordance with the arbitration provisions set forth in
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Section 7 of this Agreéiment, If the objecting party fails to submit the matier to
arbitration within that time period, then the full payment re‘q;xest' shall be déemed
approved. If an objection is detérmined by the arbitrator to be invalid; thén the objecting
party shall be résporisible for any additional costs ('mcludirig the reasonable dttorneys fees
of the prevallmg pa.rty) resulting from the delay in disbursement of the escrow funds.

Sewer Collection Mains, Coordinator, from time to tilme may, at its own discretion and expense,
decide to oversize certain water distribution mains and wastewater collection mains to service
properties or planned developments not curtently conterplated ‘within the scope of this Land.
Any and all cost of over sizing these lines will be at the sole cost of Coordinatot, iricluding any
and all engineerinig or other costs incurred by Landowner as a result of such over sizing.
Landowner understands and agrees that it must use and accept reclaimed water distribution
mains to the Delivery Points agreed to by Landowner and identified in Exhibit H. Each section
of land will require a witer storage facility or a retention lake structure for irrigation of no less
than one (1) acre developed in accordance with standards established by Coordinator in locations
approved by Landowner and at Landownes’s cost. Landowner may reasonably corisolidate or
divide the required water storage facility capacity and irrigation requirement in this Section in
any location within the Land consistént with Landowner’s development plans. Coordinator’s
responsibility is to oversee the construction of reclaimed water distribution mains is limited to
only one point of storage as contemplated on Exhibit H.

6. Reclaimed Watep Availability. Coordinaior and its subsidiaries agree to make
reclaimed water available for purchase and use within the Land approximately equal to the
amount of wastewater generated within such Land. Any excess reclaimed water not purchased
by Landowner or its successors within any month belongs to the wutility provider for reuse,
recharge and/or discharge.

7. Binding Arbitration. Any controversy, dispute or claim (a "Claim") arising out of
or relating in ahy way to this Agreement or any other agreement or instrument delivered in
connection with this Agreement, or the transactions arising here under or there under that cannot
be resolved by negotiation (other than actions for specific performance or any other equitable
remedy) shall be seftled exclusively by a binding arbitration ("Arbitration"), conducted by a
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single arbitrator (the “Arbitsator*) chiosen by the Partiés as described below. The arbitration shiall
be expedited and shall be coridiicted in accordatice with the followinig rules:

7.1  Initiation of Arbitration. The Arbitration shiall be initiated by eithier party
delivering to the other an Arbitration Demand. Such demand shall be sent by hand-
delivery or certified mail, return receipt requested.  The Arbittation Demand must
contain a list of the Claims upon which arbitration is requested, as well as a statement of
the claimant’s basis for bringing the Claims.

7.2  Governing Procedires. The arbitration shall be conducted in accordance
with the A.RS. § 12:1501, et seq. and th¢ Commnercial Arbitration Rules of the
American Arbitration Association. v

7.3 Appointient of Arbitrator. The Parties shall appoint a single Arbitrator
by mutual agreement. If the Parties have not agreed within ten (10) days of the date of
the Arbitration Demand on the selection of an Arbitrator willing to serve, then, unless
otherwise agreed, each party may appoint an Arbitrator, and the two chosen Arbitrators
will select a third Arbitrator. The Parties shall split the costs of all chosen Arbitrators.

74  Qualifications of Arbitrator. The Arbitrator shall be neutral and impartial,

and knowledgeable in the areas of public utility service and/or real estate dévelopment.

7.5 Compensation. The Parties shall split equally any and all costs of
arbitration, including the Arbitrator’s hourly rate.

7.6  Preliminary Hearing. Within fifieen (15) days after the Arbitrator(s) has
been appointed, a preliminary hearing among the Arbitrator(s) and counsel for the Parties
shall be held for the purpose of developing a plan for the management of the arbitration,
which shall then be memorialized in an appropriate order. The matters which may be
addressed include the following: (i) definition of issues; (ii) scope, timing and types of
discovery, if any; (iii) schedule and place(s) of hearings; (iv) setting of other timetables;
(v) submission of motions and briefs; (vi) whether and to what extent expest testimony
will be required, whether the Arbitrator should engage one or mote neutral expeits, and
whether, if this is done, engagement of experts by the Parties can be obviated or
minimized; (vii) whether and to what extent the direct testimony of witnesses will be
received by affidavit or written witness statement; and (viii) any other matters which may
ﬁromote the efficient, expeditious, and cost-effective conduct of the proceeding. Any
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procedures outlined in the preliminary hieating shall require thie arbitiation hearing to be
conducted within 60 days of the preliminary hearing date.

7.7  Final Award. Tlie Arbitrator shall promptly (but, in no event later than

twenty (20) days following the ¢onclusion of the proceedings or such longer period as the
Parties mutually agree) detessning the claims of the Parties and render a final award in
writing. The Arbitrator may award the prevailing party in the procéeding all or a part of
such party's reasonable attorneys' fees dnd expert witiiess fees, taking into account the
final result of arbitration and other relevant factors under Arizona law. The Arbitfator
shall not award any punitive damages. The Arbitrator shail assess the costs of the
proceedings (including, without limitation, the fees of the Arbitrator) against the non-
prevailing party. The Arbitrator’s final award shall be binding and enforceable against
the Parties. o ,

8. Insurance, Coordinator shall include Landowner as an “additional
insured” in all forms of liability insurance obtained or maintained by Coordinator and its
subsidiaries, and their contractors, applicable to the constroction, installation and maintenance of
water, wastewater and reclaimed water infrastrocture financed by this Agreement or placed
within the Land, WTP site, WRF site or well sites included in this Agreement. Coordisator shall
defend, indemmify and hold Landowner and any and all of Landowner’s affiliates, subsidiaries,
successors, and/or related entities, harmiless for, from and agsaingt any and all Habilities, claims,
damages, losses, costs, expenses (including, but not limited to, attorneys’ fees), injuries, causes
of action, or judgments for bodily injury of death or damage to property occasioned, contributéd
to or in any way caused, in whole or in part, by Coordinator, HUC and/ot WUGT, and their
agents, employees, consultants, engineers, or confractors and which arise out of or are related to
the performance of this Agteement by Coordinator or its authorized agents, employees,
consuitants, engineers and/or contractors except for those arising from the negligence or willful
misconduct of the Landowner, its agents, emaployees, consultants, engineers, and/or contractots.
Coordinator's duty to indemnify Landowner shall extend to all construction activities undertaken
by Coordinator, WUGT and HUC, and their contractors, subcontractors, agents, and employees
in the performance of or related fo this Agreement. This indemnity clause shall apply solely to
the extent that such claim, demand, liability and/or expense is attributable to the negligent
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actions ot inaction of Coordinator, WUGT and HUC, and/or their contractors, subcontiagtors,
consultanits, engineers, agents and/or ethployees .

Cootdinator shall requite HUC's and/or WUGT's contractors and/or subcontractors 1o
carry and maintain, at Coordinator’s sole cost and expense, during the duration of constriiction of
the water, reclaimed water and wastéwater facilities plus an additional two years, no less than the
following coverage and litity of insurance:

D Worker's Comperisation s mployer's Lishility:  (2) Worker's
Compensation coverage as required by law; and (b) Employer 5 anblhty with lirnits of at least
$1,000,000 per occurrence.

(i) Bu__._me_ss Automobﬂ

$3,000,000 general aggregate, $1,000,000 per occurrence. Unless othérwise agréed by the
parties, the general liability policy shall inclide a broad form comprehesisive Hability
endorgernent that includes coverage for lisbility assumed under any oral or written contract
relating to this Agreement, and also including: (a) broad foim property damhage Hability
coverage; and (b) premises-operations coverage; and (¢) independent contractor coverage (for
liability may incur as a result of the operations, acts or otnissions of Coordinator’s contractors,
subcontractors, suppliers, and/or their agents or employees). The commercial general lability
insurance required pursuant to this Agreement shall pame¢ Landownér and/or any other
Landowner entities designated by Landowier as an additionial insured; (b) apply severally to the
parties; (c) cover Landowner and affiliatsd entities as insureds in the same maniier as if separate
policies have been issued to each of them; (d) inclhide a waiver of any and all subrogation rights
against Landowner and affiliated entities; and (g} be primary insurance with any other valid and
collectible insurance available to the aforesaid additional insureds constituting excess insurance.
sssions ¢ mi iability, of not less than $1,000,000 -

per occurrence from Coordinator’s, HUC's and WUGT's Project engineer,

(v}  Other Insurance. An umbrella or other policy as determined appropriate
by Coordinator in its reasonable discretion. The above coverage amounts may be achieved
through the use of one or more umbrella policies. At the time of this Agreement, Coordinator
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holds an umbrella Hability ingurance policy of $10,000,000. Cooidifator shall rhafritain sich
policy or an equivalent policy during the termi of this Agreement.

The policies required pursuant to this Agreement shall not be revised, canceled or
reduced until at least thirty (30) days’ written notice of such revision, cancellation or reduction
shall have been given to Landowner, and until a replacement policy is in effect that provides the
coverdiges required in this Agreemment. The policies reguired pursuant to this Agreement shiall be
issued by an ingufatice company that is quthotized to tfansact biisinéss in thie State of Arizona
and that has a current rating of A-VH or better in Best's Insurance Report. Coordinator will
provide Landowner with confirmation of the above insirance from Coordinator snd any and all
engineers, consultants, contractors and subcontractors, prior to commericement of construction,
including copies of insurance certificates, riders and endorsements .

9. 'No Partnership, Coordinator is acting as an independent contractor pursuant to
this Agreement. Nothing in this Agreement shall be interpreted or construed (i) to create an
association, agency relationship, joifit venture, or partnérship among the Parties ot o iimpose any
partnership obligation or liability upon either party, or (ii) to prohibit or limit the ability of
Coordinator to enter into similar or identical agteements with other landowners, even if the
activities of such Jandowners may be deemed to be in competition with the activities of
Landowner.

10.  Default

10.1 Landowner shall be deemed to be in material default under this Agreement

upon the expiration of thirty (30) days, as to monetary defaults, and sixty (60) days, as to
non-monetary defaults, following receipt of written notice from Coordinator specifying
the particulars in which a defanit is claimed unless, prior to expiration of the applicable
grace period (thirty (30) days or sixty (60) days, as the case may be), such default has
been cured.

102  Coordinator shall be decmed to be in material default under this

Agreement upon the expiration of thirty (30) days written notice of the faiture to fulfill its

obligations hereunder to timely provide the services and to timely commence and

complete construction of facilities described in this Agreement, including the provision of

Utility Services by WUGT and HUC, and the failure to fulfill its financial guarantees that

WUGT will have sufficient firancial resources for the provision of water utility service to
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the Land and that HUC will have sufficient financial resources for the provision of
reclaimed water service and wastewater utility sefvice to the Land, and any other material
breach of this Agreement by Coordinator,

10.3  Inthe event either party to this Agrecment is in material default under this
Agreement, the provisiotis bereof may be enforced by any refmedy permittsd by law for
specific performédnce, injunctive, or othér equitable remedies in addition to any other
reinedy available in this Agreement, or at law or in equity. In this regard, in the event
Landowner fails to pay any amount as and when due, which failure is not cured within
thirty (30) days after notice thereof in accordance with the provisions of subsection 10.1
above, such delinquent amounts shall bear intetest at the rate of fifteen percent (15%) per
annum from the due date until paid. Similarly, Coordinator shall pay interest at the rate
of fifteen percent (15%) per antnin fromi the date of accrual on any damages caused
Latidowner or its successors by Coordinator or its subsidiaries® material bieach of this
Agreement. '

10.4 In addition, to the extent such sums remain unpaid following such thirty
(30) day period, Coordinator may then and only then claim a contractual len for such
sum, together with interest thereon as set forth above, which may be foreclosed against
only that portion of the Land owned by the defaulting landowner which is the subject of
such default in the manner prescribed by law for the foreclosure of realty mortgages or
deeds of trust. It is the Parties’ intention that Landowner’s default as defined in this
section 10 provide the only means by which Coordinator may claim any type of lien on
the Land, and the Parties agree this Agreement or services provided pursuant to it are not
ens or secured interests, but this Agreement gives Coordinator the right to assert a lien
right (as set forth herein) which lien right shall be deemed perfected only upon
Landowner’s material default and recording of a notice of claiin of lien, which shall be

_retroactive as of the date of the recording of this Agreement. Landowner consents to the

recording of this Agreement with the county recorder’s office upon Coordinator's
acquisition of WMC and WUGT as set forth in section 10.7 below. Coordinator agrees
that as and when portions of the Land are sold, the obligations hereunder shall be
bifurcated based on the land area sold and each new landowner shall be solely (and not
jointly) responsible for all sums owed with respect to the land areas that it owns and shall
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not have any obligation or liability for the failure of dny othet owner of any pottion of the
Land and that the current Landowner shall be fully released from any and all such
obligations., In the event Coordinator defiults (following notice and opportiiity to cure
as set fotth herein) on any of its obligations under this Agreement, including its financial
guarantee that WUGT or HUC will have sufficient financial resotirces to provide water,
reclaimed water and wastewater service to the Land as described herein, then Coordinator
shall record a release of this Agreement and waive any and all other clairis agrinst the
Land or Landowner as set forth below. Coordinator shall execute and record such release
within three (3) days of a written request from Landowner in a form approved by
Landowner.

10.5 Coordinator has provided to the Landowner a lettet from the Coordiriator’s
financial institution confirming that the Cootdinator through its investor and bank
relationships has access to sufficient funds necessary to construct the water, reclaimed
water and wastewater infrastructure, including the Off-Site Facilities, in order to provide
the Utility Services. Upon issuance of the SWN by Landowner, Coordinator shall place
funds in an escrow account as set forth in section 4.3 equal to the one-half of the total
amount of the cons&ucﬁon costs for all water, reclaimed water and wastéwater facilities
necessary to provide water, reclaimed water and wastewaler service to the Land. As set
forth in section 4.3, Coordinator shall be entitled to withdraw funds from such escrow
account solely for purposes of paying for reasonable and nécessary construction costs,

10.6  Subject to the lmitations in this Section 10, amounts owed but not paid
when due by Landowner under the terms of this Agreement, perfected as described in
subsection 10.8 below shall be a lien against the Land for which such payment is due that
the Parties agree shall then relate back to the date upon which an executed copy of this
Agreement is recorded in the Maricopa County Recorders Office along with a document
entitled Preliminary Notice of Contractual Lien which sets forth:

.

i The name of the lien claimant;

ii. the name of the party or then owner of the property or interest against
which the lien is claimed;

fii.  and a description of the property against which the lien is claimed.

28




20060939366

* Coordinator shall not record a Preliminary Notice of Confiactual lieh or other similar

document until at least thirty (30) days after notice of Landowner’s material default as
provided in Section 10.1 above.

10.7 Coordindtor understands that Lardownér liolds certain options to purchase
the Land as described in Exhibit A-1 in phases and that in the event Landowneér hias not
yet closed on its purchase of any poition of the land subject to this Agréement,
Coordinator may not record this Agréement with the Maricopa Cotinty Recorder agairist
the land or any portion of the Land which is the subject to Landowner’s option until (a)
Landowner has exercised its option and closed on its purchase of each portion of the
Land and assumied title or (b) the current property owner has cofisented in writing to
recordation of this Agreement against the land. Coordinator may not record this
Agreement against any portion of the Land as described on Exhibits A and A~ until

consents to the recording of this Agrectnent against the Land described on Exhibit A with
the county recorder’s office upon closing of Coordinator's acquisition of WMC and
WUGT, written notice of which shall be given by Coordinator to Landowner not less
than two (2} days prior to such acquisition.

10.8 The lien authorized in this Section 10 shall take effect only upon
recordation of a elaim of contractual lien as limited herein above and as described below
in the office of the Maricopa County Recorder by Coordinator, and shall relate back to
the date when the Preliminary Notice of Contractual Lien and executed copy of the
Agreemerit were recorded, as set forth in subsection 10.6 above. The lien amount shall
be only that amount not paid by Landowner in accordance with the terms of this
Agreement at the time the lien is recorded, and shall not include any fature Landowner
Payment amounts. Such lien shall apply only to those portions of the Land for which any
such payment is due, Coordinator acknowledges and agrees to work with the Landowner
or its successors and their lenders fo facilitate financing. Coordinator shall give vritten

notice of any such lien claim, The Notice and Claim of Contractual Lien shall include
the following:

@ The name of the lien claimant.
(i)  The name of the party or then owner of the property or interest
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against which the lien is clairhed.

(i) A description of the property against which the lien is claimed.

(iv) A description of the default or brédch that gives rise to thie claim of
lien and a staterrient itemizing the armount of the claim.

() - A staterment that the lien is claiived pufsuant to the provisions of
this Agreement and reciting the date of réecordation and recorder’s
docuiment number of this Agreemient,

(vi) The notice shall be acknowledged, and after recordation, a copy
shall be given to the person(s) against whose property the lien is
claimed in any manner prescriibed under Section 21 of this
Agreement. The lien may be enforced in any matiner allowed by
law, including without limitation, by an action to foreclose a
mortgage or mechanic’s lien under the applicable prowsxons of the
laws of the State of Arizona.

10.9 If the Landowner (i) places fitids in the amount dus Coordinatot into an
escrow aceount or posts either (ii) a bond executed by a fiscally sound cotporate surety
licensed to do business in the State of Arizona, or (iii) an irtevocable letter of credit from
a reputabl¢ financial institution licensed to do business in the State of Arizona, which
bond or letter of credit (a) names Coordinator as the principal or payee and is in form

satisfactory to Coordinator, (b) is in the amount of the claim secured by the lien, and (c)

unconditionally provides that it may be drawn on by Coordinator in the event of a final
judgment entered by the arbitrator, then Coordinator shall record a release of the lien or
take such action as miay be reasonably required by a title insuranice company requested to
furnish a policy of title insnrance on such property to delete the lien as an exception
thereto. Landowner shall post the funds, bond or letter of credit by delivery of same to
Coordinator, escrow or arbitrator as determined by Landowner. All costs and expenses to
obtain the bond or letter of credit, and all reasonsble costs and expenses incurred by
Coordinator related thereto, shall be bome by Landowner, unless Landowner is the
prevailing party in‘ any litigation challenging the claimed lien and, in that event, all such
costs shall be borne by Coordinator.

10.10 Upon Coordinator’s material default of its obligations under this
Agreement, Cootdinator shall (i) record a “full satisfaction and reledse” of this
Agreement and any outstanding liens with the Mericopa County Recorder, (if) shall
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cotifirin in writing the satisfaction and release of the Agréement to all othier Parties at

Landowner’s réquest, (iii) shall within 90 days of such msterial default return to

Landovmer all Landowrier Payments made to date by Landowner in excess of costs

incurred to date by Coordinator as previcusly approved by Landowner with such

approval nét being unréasoBably withheld, and (iv) shall within 90 day$ rehiri to

Landowner all plans, documents, etc. provided to Coordiniator, WUGT or HUC by

Landowner or created to design water or wastewater facilities specifically to sérve the

Larid. In the event Coordirator materially defaults on ifs obligations under this

Agreement, Coordinator shall fefund all Landowner Payments int excess of ¢osts incitred

to date by Coordinator under this Agreement as previously approved by Landowner with

suich approval not being unreasonably withheld. In that event, any and all amounts
remaining in the escrow account provided under section 10,5 shall be released
immediately to Landowner a$ partial or full payment of such refund obligation. The
refund obligation shall be limited to the total amount of Landowner Payments made
* under this Agrecment plus accrued interest with the remaining balance of the escrow
including accrued interest fo Coordinator, In the event Coordinator materially defiults on
its obligations under this Agreement, Coordinator shall assign to Landowner all water
rights, interests and extinguishment credits resulting from the Land or obtained from the

Landowner. In the event of a default by Coordinator, Landowner reserves the right to

puisue any and all légal rights, damages and reinedies against Coordinator for such

defanit. Al land deeded by Landowmier to Coordimator shall be reconveyed by

Coordinator to Landowner as provided elsewhere in this Agreement.

11. ~ Non Issuance of Water and Wastewater CC&N Expansion. In the eveit that
Coordinator or HUC through best efforts are unable to obtain all of the necessary approvals from
the ACC, MCESD and ADEQ within fwenty-four (24) months of the execution of this
Agreement with respect to the water, reclaimed water and wastewater services provided for
herein, then the Landowner or Coordinator at either party’s option may terminate the portions of
this Agreement as it relates to reclaimed water and wastewater sefvices without recourse to either
party. In the event of termination of the wastewster portion of this Agreement and excluding the
CPI Factor, Coordinator shall remove or cause to be removed any registration and/or recordation
of this Agreement with Maricopa County as reasonably requested by Landowner and waive any
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lien rights it may have under this Agresment for $3,000 pef EDU of the $5,500 per EDU
contemplated in this Agreement for reclaimad watér and wastéwater services. The Parties agree
to execute necessary amendinents to this Agreement in the evefit of tetmination of the
wastewater portion of this Agreerient. In that event, Landowner’s paymeént obligations uader
section 4.1 above shall be rediced in proportion to the reduction of the $5,500 per EDU
payment under section 4.1 above to $2,500 per EDU for water service, which includes
Landowner $500 pet EDU payment noted below. For ¢xample, upon issuance of the SWN for
2,000 EDUs, Landowner’s payment obligations will be reduced to $225 times 2,000 EDUs or
$450,000 wpon issuarice of the SWN., Further, in the event that the ACC, ADEQ and/or
Maricopa County issues any ruling or decision denying HUC any.necessary regulatoty approvals
to provide wastewater service to the Land, and provided that such decision or ruling is not as a
result of the actions, conduct, or inactions of Coordinator and its related entities, Covrdinator
shiall be entitled to retain $500/EDU of the payments made under séction 4.1 as of sach date for
water service on the condition that WUGT has obtained a final order from the ACC approving
the CC&N extension to include all of the Land, and Coordinator shall refurid any and all
remaining amounts of Landowner Payments made to date under 4.1 to Landowner within ten
days of such final decision or ruling and transfer and assign any and all plans, studies, ete. to
Landowner. If the Landowner Payment has been adjusted pursuant to the CPI Factor described
in section 4 above, thén the adjustment shall be applied pro-rata to the water and wastewater
services allocations in this Section.

In the event that Coordinator or WUGT are unable to obtain ACC approval for extension
of WUGT's CC&N to include all of the Land or other necessary govétrimental spprovals within
24 months for provision of water service to the Land, then Coordinator shall remove or canse to
be removed any registration and/or recordation of this Agreement with Maricopa County
affecting those portions of the Land as reasonably réquested by Landowner and waive any lien
rights it may have under this Agreement for water services. The Parties agree to execute
necessary amendments to this Agreement in the event of non-issuance of the CC&N extension
for water service to the Land. In the event that the ACC, ADEQ and/or Maricopa County issués
any ruling or decision denying WUGT any necessary regulatory approvals to provide water
service to any portions of the Land, and provided that such decision or ruling is not as a result of
the actions, conduct, or inactions of Coordinator and its related entitics, Coordinator shall be
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entitled to rétain a proportional share of $500/EDU of the payments made under séction 4.1
eqital to that proportion of the Land included within WUGT's CC&N and - that portion of the
Land for which WUGT is authiorized t6 provide water setvice, atid Cootdinator shall refind any
and all remaining amounts of Landowner Payments made to date under 4.1 to Landowner within
tent days of such final decision or ruling and transfer and assign any and all plans, studies, ete. to
Landowner. If this Landowter Payment hias been adjusted pursuant to the CPI Factor described
in section 4 above, then the adjustment shall be applied pro-rata to the water and wastewatef
services allocations id this Section.

12,  Attorneys’ Fees. If any dispute arises out of the subject maiter of this Agreement,
the prevailing party in such dispute shall bé enfifled to recover from the othier party its reasonable
costs, expenses and aftorney’s fees incurred in litigating, arbitrating, or otherwise resolving such
dispute. The Parties’ obligations under this Section shall survive the closing under this
Agreement,

13.  Applicable Yaw: Venye; Jurisdiction. This Agreement shall be governed by and
construed in accordance with the laws of the State of Arizons, notwithstanding any Arizona or
other conflict-of-law provisions to the contrary, The Parties consent to jurisdiction for purposes
of this Agreement in the State of Arizona, and agree that Maricopa County, Arizona, shall be
proper venue for any action brought with respect to this Agreement. Acts of the parties hereto
shall be excused during the period of intervening acts of God or other force majeure events not
attributable to the nonperforming Party.

14.  [Interpretation. The language in all parts of this Agreement shall in all cases, be
construed as a whole according to its fair meaning and not strictly for nor against any party. The
section headings in this Agreement are for convenience only and are not to be constryed as a part
hereof. The Parties agree that each party has reviewed this Agreement and has had the
opportunity to have counsel review the same and that any rule of construction to the effect that
ambiguities are 1o be resolved against the drafling party shall not apply in the interpretation of
this Agreement or any amendments o ariy exhibits thereto. Except where specifically provided
to the contrary, when used in this Agreement, the term “including” shall mean without limitation
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to
masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entity(ies)
may require,
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\ Coordinator agrées that for the CC&N expénsion and
CC&N extension contemplatcd ta commence i the Jaly 2006 tirheftame in the area West of the
Hassayampa River, that if the Cootdinator entéts into an Infrastnicture Coordination Finarce and
Option Agreement or an agreement with similar terms with another landowrier that lies within
the CC&N area of WUGT and HUC as extended (with the exception of Belmont), the
Coordinator will not provide pricing, terins, or conditions more favorable to that landowner than
provided herein to the Landowner, unless Coordinator amends this Agréement with the written
consent of Landowner to include such pricing, terms, or conditions so that this Agreement is at
Jeast as favorable to thé Landowner as the pricing, terms, and cobditions offered to the other
landowner.

16,  Counterparts. This Agreerent shall be effective upon execution by all Parties
hereto and may be executed in any number of counterparts with the same effect as if all of the

Parties had signed the same document, All coumﬂrparts shail be construed together and shall
constitute one agreement,

17.  Entire Agreement. This Agreement constitutes the entire integrated agreement
among the Parties pertaining to the subject matter hereof, and supersedes all prior and
contemporaneous agreemenis, representations, and undertakings of the Parties with respect to
such subject matter. This Agreement may not be amended except by a written instrument
executed by all Parties hereto.

18.  Additional Instruments. The Parties hereto agree to execute, acknowledge, and
deliver to each other such other documents and instruments as may be reasonably necessary or
appropriate to evidence or to carry out the terms of this Agreement.

19.  Seversbility. Every provision of this Agreement is intended to be severable
except as otherwise provided ih this Agreement, If any term or provision hereof is illegal or
invalid for any reason whatsoever, such illegality or invalidity shall not affect the validity or
legality of the remainder of this Agreement,

20, Iocorporation by Reference. Every recital set forth herein above, exhibit,
schedule and other appendix aftached to this Apreeinent and referred to herein is hereby
incorporated in this Agreement by reference.

21,  Noftices. Any notice, payment, demand or communication required or permitted
to be given by any provision of this Agreement shall be in writing and shall be delivered
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personally to the party to whom the same is dirécted ot sent by registered or certified miail, retirn
receipt requested, addressed to the addresses set foith on the sighature page hereto, Any stch
notice shall be deemed to be delivered, given and tecetved for all parposes tpon actual receipt at
the addresses noted below. :
Any notice sent to Coordinator shall be sent to:

Cindy Liles

Global Water Resources, LLC

21410 N. 19% Avenue, Suite 201

Phoenix, Arizona 85027
Any notice sent to Landowner shall be copied simultaneously to the following persons:

Mark C. Brown,
8540 E. McDowell Road, #90
- Mesa, AZ 85207
Fax: (480) 380-0040
Rick Jellies
The Lead Group
2151 E. Broadway Road, Suite 203

Tempe, AZ 85282 ‘
Fax: (480) 557-7772

Mikée Grant

Todd C. Wiley

Gallagher & Kennedy

2575 E, Camelback Road
Phoenix, Arizona 85016-9225
Fax: (602) 530-8500

22,  Binding Effect; Partial Releases. This Agreement shall be binding upon and inure
to the benefit of the successors and assigns of the respective Partics. This Agreement constitutes
a covenant running with the land, shall be binding upon the Land for the benefit of Coordinator
and Landowner and their successors and assigns and any person acquiring any portion of the
Land, upon acquisition theéreof, shall be deemed to have assumed the obligations of Landowner
arising from this Agreement with respect only to that portion of the Land acquired without the
necessity for the execution of any separate instrument, If phases and/or parcels within the Land
are sold individuvally, Coordinator will ensure that at such time as the Landowner Payment has
been paid in full for that particular phase and/or parcel, Coordinator shall record such documents
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as are reasonably requested: to reflect payment in full for that particiildr phase and/or parcel,
without releasing the: Agreemént fom any other portion of the Land fof which the Landovwmer
Payment has not been paid in filll. It is the intent of this Agregment to record any release or
waiver document as requested which relates to parcels and or plats that are paid in full.

|Signatures are on the followiiig page.]
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IN WITNESS WHEREOTF, the Parties have entered into this Agréement as of the date

first above written.

COORDINATOR:
Global Water Resources, LLC
a Delaware Limited Liability Company

By: AI\JCZU/LLJ&/

Cindy M. Liles, Senior Vice President
Global Water Resources, LLC

21410 N. 19® Avenue

Stite 201

Phoenix, Arizona 85027

LANDOWNER:
First American Title Insurancé Company, a
California corporation as trustee under Trust
No. 8559 and not PerSOna_lly.

By:
Woltvath (

Toust offich

First American Title Insurance Company

Trust Departinent

4801 East Washington Street,

Suite 140

Phoenix, Arizona 85034

g
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STATE OF ARIZONA )
) 8.
Courity of Maricopa )

On ng A W00 , before me,
Rblnscen. Seott

, 8 Notary Public in and for said state, personally
appeared Qmﬁzm_um ___, personally known to me (or proved to me on
the basis of satisfctory evidence) fo be the persons whose names ar¢ subscribed to the within
instrament and ackriowledged to me that they exécuted thie sande i their authorized capacitics,
and that by their signatures on the instrument, the persons, or the efitity upon behalf of which the
persons acted, executed the instrument.

WITNESS my hand and official seal.
Kol o 0O, OedAF
Notary Public in and for said State
My Commission Expires:
STATE OF ARIZONA )
) ss.
County of Maticopa )
On . _L 206 s befors me,
G lA e mf& 1l . , @ Notary Public in and for said state, personally
appeared Hr personally known to me (or proved to me on

the basis of sansfactory vidence) to be the persons whose names are sabscribed to the within
instrument and acknowledged to me that they executed the same in their authorized capacities,
and that by their sigriatures on the instrument, the persons, or the entity upon bebalf of which the
petsons acted, executed the instrument.

WITNESS my hand and official seal.
){Z&,L:‘L
Notary Public in and for said State
My Commission Expires: SrricuL SEX
ELAINE M, Bib
NOTARY PUBLIS » BTATE OF ARZINA

MARICOPA SOUNTY
My Comiri. Explres Jun, 9, 20DA
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PARCEL NO. 3;
AS TO AN UNDIVIDED 76.4% INTEREST

THE NORTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,

. ARIZONA.

EXCEPT THE NORTH 262.91 FEET OR THE SGUTH 303.25 FERT OF THE BAST 154.00 FEET OF
THE NORTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER MERIDIAN, MARICOPA COUNTY, ARIZONA;
AND

EXCEPT THE. SOUTH 282.91 FEET OF THE NORTH 476.97 FEET OF THE EAST 154 00 FEET OF
THE NORTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSHIF 2 NORTH,

'RANGE 6 WEST OF THE GILA AND SALT RIVER MERIDIAN, MARICOPA COUNTY, ARIZONA;

AND
EXCEPT ALL MINERAL DEPOSITS AND RIGHTS AS RESERVED BY STATE OF ARIZONA IN
DEED RECORDED AS BOOK 360 OF DEEDS, PAGE 10, RECORDS OF MARICOPA COUNTY
ARIZONA.

PARCEL NO. 4:

AS TO AN UNDIVIDED 76.4% INTEREST

THE SOUTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA;

EXCEPT ALL MINERAL DEPOSITS AND RIGHTS AS RESERVED BY STATE OF ARIZONA IN
DEED RECORDED AS BOOK 360 OF DEEDS, PAGE 10, RECORDS OF MARICOPA COUNTY,
ARIZONA,

PARCEL NO. 5;

AS TO AN UNDIVIDED 23.6% INTEREST

THE SOUTHEAST QUARTER OF SECTION 17, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THR
GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA.
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PARCEL NO. 11:

THE EAST HALF OF THE NORTHWEST QUARTER OF SECTION 29, TOWNSHIP 2NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA;

EXCEPT THAT PORTION OF SAID EAST HALF OF THE NORTHWEST QUARTER OF SAID
SECTION 29 WHICH LIES WITHIN A STRIP OF LAND 308 FEET IN WIDTH, BEING 134 FEET
WIDE ON BACH SIDE OF THE FOLLOWING DESCRIBED LINE;

BEGINNING AT A POINT ON THE WEST LINE OF SAID SECTION 29, WHICH POINT BEARS
SOUTH 00°00'38" WEST, 1478.55 FEET FROM THE NORTHWEST CORNER OF SAID SECTION 29;
THENCE SOUTH 75°04'23" EAST, SOUTH 470.76 FEET TO A POINT ON THE EAST LINE OF SAID

SECTION 29, WHICH POINT BEARS SOUTH 00°03'23" WEST, 243.17 FEET FROM THE EAST
QUARTER CORNER OF SAID SECTION 20;

PARCEL NO, 13
THE NORTHEAST QUARTER OF SECT10N 20, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE
GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA.

PARCEL NO. 14:

THE SOUTHEAST QUARTER OF SECT10N 20, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE
GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZDNA.

EXCEPT THE SOUTHWEST QUARTER OF THE SOUTHEAST QUARTER OF SECTI(N 20,
TOWNSHIP 2 NORTH, RANGE § WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN,
MARICOPA COUNTY, ARIZONA.
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PARCELNO. I:

THE NORTH HALF OF SECTION 20, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND
SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA.

EXCEPT THE NORTHEAST QUARTER OF SECT10N 20, TOWNSHIP 2 NORTH, RANGE 6 WEST
OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA.
PARCEL NO. 2

NORTH, RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN MARICOPA
COUNTY, ARIZONA.

PARCEL NO. 3:
AS TO AN UNDIVIDED 23.6% INTEREST

THE NORTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA,

EXCEPT THE NORTH 262.91 FEET OF THE SQUTH 303.26 FEET OF THE FAST 154.00 FEET OF
THE NORTH HALF OF THE SOUTHWEST GUARTER OF SECTION 16, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER MERIDIAN, MARICOPA COUNTY, ARIZONA;
AND

EXCEPT THE. SOUTH 282.91 FEET OF THE NORTH 476.97 FEET OF THE EAST 154.00 FEET OF
THE NORTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER MERIDIAN, MARICOPA COUNTY, ARIZONA;
AND

EXCEPT ALL MINERAL DEPOSITS AND RIGHTS AS RESERVED BY STATE OF ARIZONA IN
DEED RECORDED AS BOOK 360 OF DEEDS, PAGE 10, RECORDS OF MARICOPA COUNTY,
ARIZONA.

PARCEL NO. 4:

AS TO AN UNDIVIDED 23.6% INTEREST

THE SOUTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA;

EXCEPT ALL MINERAL DEPOSITS AND RIGHTS AS RESERVED BY STATE OF ARIZONA IN
DEED RECORDED AS BOOK 360 OF DEEDS, PAGE 10, RECORDS OF MARICOPA COUNTY,
ARIZONA.,

PARCEL NO., §:

AS TO AN UNDIVIDED 76.4% INTEREST

THE SOUTHEAST QUARTER OF SECTION 17, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE
GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA.
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PARCEL NO. 6:

“THE NORTH HALF OF THE SOUTHEAST QUARTER OF SECTION 30, TOWNSHIP 2 NORTH;

RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN; MARICOPA COUNTY,
ARIZONA.

PARCELNO. T

THE SOUTH HALF OF THE SOUTHEAST QUARTER OF SECTION 30, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA.

PARCEL NO. §;

THE EAST HALF OF THE NORTHEAST QUARTER OF SECTION 30, TOWNSHIP 2 NOKTH
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA;

EXCEPT THEREFROM THAT PORTION WHICH LIES WITHIN A STRIP OF LAND 308 FEET IN
WIDTH, BEING 154 FEBT WIDE ON EACH SIDE OF THE FOLLOWING DESCRIBED LINE:

BEGINNING AT A POINT ON THE WEST LINE OF SECTION 30, WHICH POINT BEARS SOUTH
00°00'05* WEST, 75.94 FEET FROM THE NORTHWEST CORNER OF SAID SECTION 30;

THI*NCE SOUTH 75%07'10" EAST, 2990.74 FEET TO A BEARING EQUATION POINT, AT WHICH
POINT SOUTH 75°07'10" BAST-SOUTH 75°04'23" EAST;

THENCE SOUTH 75°04'73" EAST, 2445.44 FEET TO A POINT ON THE LINE COMMON TO SAID
SECTION 29 AND 30, TOWNSHIP 2 NORTH, RANGE 6 WEST, WHICH POINT BEARS 50°00'38"
WEST, 1476.85 FEET FROM THE SECTION CORNER COMLMON TO SECTION 19, 20, 29 AND 30,
TOWNSHIP 2 NORTH, RANGE 6 WEST;

THENCE CONTINUING SOUTH 75°04'23" EAST, TO THE EAST LINE OF SAID WEST HALF OF
THE NORTHWEST QUARTER OF SECTION 29; AND

EXCEPT THEREFROM THOSE PORTIONS LYING WITH THE FOLLOWING DESCRIBED
PARCELS OF LAND:

TRACTNO. I;

BEGINNING AT A POINT ON THE LINE COMMON TO SAID SECTIONS 29 AND 30, WHICH
POINT BEARS SOUTH 00°00'38* WEST, 475.85 FEET FROM THE CORNER COMMON TO
SECTIONS 19, 20, 29 AND 30;

THENCE NORTH 89°39'22" WEST, 33.00 FEET;

THENCE SOUTH 08°19'27* WEST, 809.17 FEET TO THE EXISTING NORTHERLY RIGHT-OF-WAY
LINE, A DISTANCE OF 310.42 FEET;

THENCE NORTH 04°29'47" WEST, 361,77 FEET;
THENCE NORTH 09°31'38" WEST 507.51 FEET;

THENCE NORTH 89°59°22" WEST, 33.0¢ FEET TO THE POINT OF BEGINNING.
TRACT NO. 2; -
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BEGINNING AT A POINT ON THE LINE COMMON TO SATD SECTIONS 29 and 30, WHICH POINT
BEARS SOUTH 00°00'38" EAST 2505.94 FEET FROM THE CORNER COMMON TO SECTIONS 29,
30, 31 AND 32;

THENCE NORTH 89°5922" WEST, 33.00 FEET;

THENCE NORTH 07°3328" WEST, 888.33 FEET TO THE EXISTING SOUTHERLY RIGHT-OF-WAY
LINE OF INTERSTATE HIGHWAY TO (EHRENBERG-PHOENIX HIGHWAY);

THENCE SOUTH 75°04'23" EAST, ALONG SAID RIGHT-OF-WAY LINE, A DISTANCE OF 310.42

- FEET;

THENCE SOUTH 06°1927" WEST, 809.17 FEET;
THENCE NORTH §5°36'22" WEST, 33.00 FEET TO THE POINT OF BEGINNING; AND

EXCEPT THEREFROM ANY PORTION LYING WITHIN THE FOLLOWING DESCRIBED PARCEL
OF LAND: ’

BEGINNIN G AT THE NORTHEAST CORNER OF SECTION 30,

THENCE WEST ALONG THE NORTH SECTION LINE 511 FEET;

THENCE SOUTH 90 FEET;

THENCE WEST 50 FEET;

THENCE SOUTH 1098 FEET;

THENCE EAST ALONG THE NORTHERLY RIGHT-OF-WAY LINE OF INTERSTATE HIGHWAY
10 (EHRENBERG-PHOENIX HIGHWAY) TO A POINT COMMON TO SECTION 23 AND 30,
TOWNSHIP 2 NORTH, RANGE 5 WEST;

THENCE NORTH ALONG THE EAST SECTION LINE TO THE POINT OF BEGINNING.

PARCEL NO. 9

THAT PORTION OF THE NORTHEAST QUARTER OF SECTION 30, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA, DESCRIBED AS FOLLOWS:

BEGINNING AT THE NORTHEAST CORNER OF SECTION 30;

THENCE WEST ALONG THE NORTH SECTION LINE 511 FEET;

THENCE SOUTH 90 FEET;

THENCE WEST 50 FEET;

THENCE SOUTH 1093 FEET;

THENCE EAST ALONG THEN NORTHERLY RIGHT-OF-WAY LINE OF INTERSTATE NO

(EHRENBERG-PHOENIX HIGHWAY) TO A POINT COMMON TO SECTIONS 26 AND 39,
TOWNSHIP 2 NORTH, RANGE 6 WEST;
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THENCE NORTH ALONG THE EAST SECTION LINE TO THE POINT OF BEGINNING;

BXCEPT THAT PORTION LYING WITH THE FGLLOWING DESCRIBED PARCEL OF LAND.
BEGINNING AT A POINT ON THE LINE COMMON TO SAID SECTIONS 29 AND 30, WHICH
POINT SOUTH 00°0038" WEST, 476,85 FEET FROM THE CORNER COMMON TO SECTIONS 19,
29 AND 30;

THENCE NOKTH 59°$922", 33,00 FEET;

THENCE SOUTH 05°1927" WEST, 809,17 FEET TO THE EXISTING NORTHERLY RIGHT-OF-WAY
LINE OF INTERSTATE HIGHWAY 10 (EHRENBERG-PHOENIX HIGHWAY);

THENCE SOUTH 75°0423" EAST, ALONG SAID RIGHT-OF-WAY LINE, A DISTANCE OF 310,4242
FEET;

THENCE NORTH 04°29'47" WEST, 381.77 FEET;
THENCE NORTH 09°51'36" WEST, 507.51 FEET;

THENCE NORTH 89°39'22" WEST, 33.00 FEET TO THE POINT OF BEGINNING.

-PARCEL NO. 10:

THE WEST HALF OF THE NORTHEAST QUARTER OF SECTION 30, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COURTY,
ARIZONA;

EXCEPT THEREFROM THAT PORTION WHICH LIES WITHIN A STRIP OF LAND 308 FEET IN
WIDTH, BEING 154 FEET WIDE ON EACH SIDE OF THE FOLLOWING DESCRIBED LINE;

BEGINNING AT A POINT ON THE WEST LINE OF SECTION 30, WHICH POINT BEARS SOUTH
00°00'05" WEST, 76.94 FEET FROM THE NORTHWEST CORNER OF SAID SECTION 30; THENCE
SOUTH 75°07'10" EAST, 2990.74 FEET TO A BEARING EQUATION POINT, AT WHICH POINT
SOUTH 75°07'10" EAST, SOUTH 75°0423" EAST;

THENCE SOUTH 75°4723" EAST, 2445.44 FEAT TO A POINT ON THE LINE;

COMMORN TO SAID SECTION 29 AND 30, TOWNSHIP 2 NORTH, RANGE 6 WEST, WHICH POINT
BEARS SOUTH 00°00'38" WEST, 1476.83 FEET FROM THE SECTION CORNER COMMON TO
SECTION 19, 20, 29 AND 30, TOWNSHIP 2 NORTH, RANGE 6 WEST;

THENCE CONTINUING SOUTH 75°0423* EAST TO THE EAST LINE OF SAID WEST HALF OF
THE NORTHWEST QUARTER OF SECTION 29.

PARCEL NO. 12:

THE WEST HALF OF THE NORTHWEST QUARTER OF SECTION 29, TOWNSHIP 2 NORTH,
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA;

EXCEPT THEREFROM THOSE PORTION LYING WITH THE FOLLOWING DESCRIEED PARCELS
OF LAND;
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“TRACT NO.

BEGINNING AT A POINT ON THE LINE COMMON TO SAID SECTIONS 29 AND 30, WHICH
POINT BEARS SOUTH 00°00'38" WEST, 476.85 FEET FROM THE CORNER COMMON TO
SECTIONS 19,20, 29 AND 30;

THENCE NORTH 89°59'22"W, 33.00 FEET;

THENCE SOUTH 087°1927"W, 809,17 FEET TO THE EXISTING NORTHERLY RIGHT-OF-WAY

_LINE OF INTERSTATE HIGHWAY 10 (EHRENBERG-PHOENIX HIGHWAYY),

THENCE SOUTH 75%0423" EAST, ALONG SAID RIGHT-OR-WAY LINE, A DISTANCE OF 310.42
FEET; :
THENCE NORTH 04°29'47" WEST, 38177 FEET;

THENCE NORTH 09°51'35" WEST, 507.51 FEET;

THENCE NORTH 89°5922" WEST, 33.00 FEET TO THE POINT OF BEGINNING.

TRACT NO, 2

BEGINNING AT A POINT ON THE LINE COMMON TO SAID SECTIONS 29 AND 30, WHICH
POINT BEARS NORTH 00°00'38" WEST, 476.85 FEET FROM THE CORNER COMMON TO
SECTIONS 19, 20,29 AND 30;

THENCE NORTH 89°59"22" WEST, 33.00 FEET;

THENCE SOUTH 08°19'27" WEST, 809.17 FEET TO THE EXISTING NORTHERLY RIGHT-OF-WAY
LINE OF INTERSTATE HIGHWAY 10 (EHRENBERG-PHOENIX HIGHWAY);

THENCE SOUTH 75°04'23" EAST, ALONG SAID RIGHT-OF-WAY LINE, A DISTANCE OF 310.42
FEET;

THENCE SOUTH 08°1927" WEST, 809.17 FEET;
THENCE NORTH 89°39'22" WEST, 33.00 FEET TO THE POINT OF BEGINNING; AND

EXCEPT THEREFROM ANY PORTION LYING WITHIN THE FOLLOWING DESCRIBED PARCEL
OF LAND;

BEGINNING AT THE NORTHEAST CORNER OF SECTION 30;

THENCE WEST ALONG THE NORTH SECTION LINE 311 FEET;

THENCE SOUTH 90 FEET;

THENCE WEST 30 FEET;

THENCE SOUTH 1098 FEET;

THENCE EAST ALONG THE NORTHERLY RIGHT-OF-WAY LINE OF INTERSTATE HIGHWAY
10 (EHRENBERG-PHOENIX HIGHWAY) TO A POINT COMMON TO SECTIONS 29 AND 30,
TOWNSHIP 2 NORTH, RANGE § WEST;

THENCE NORTH ALONG THE EAST SECTION LINE TO THE POINT OF BEGINNING.
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. . EXWBNB
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT
SITE PLAN

Copperteaf

Proposed Land Use

1° = 1500

EXHIBIT B
INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT
SITE PLAN
IS ON FILEAT:
GLOBAL WATER RESOURCES, LLC
21410 NORTH 19™ AVE., STE, 201
PHOENIX, ARIZONA 85027
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START WORK NOTICE

SAMPLE START WORK NOTICE

Invoice Date:
Due Date:

Invoice to:  Landowner Name
 Landowner Address

By issuance of this Start Work Notice, Landowner notifies and authorizes Coordinator to
commence the bidding of the construction jobs necessary to provide water, wastewater and
reclaimed water services to the development.

Amount due:

Number of lots within developrient 1,000
Start Work Notice fee per lot $500
Invoice Amount $500,000




20060939366

WUGT
Coordinator warrants that the following description of services includes all approvals, permits
and requirements necessary to ptovide water service to the project.

Expand CC&N water service atea to include the Land, if necessary, including filing
for a CC&N expatision \mthm 30 days of closing of the acquisition of WMC and
WUGT;

Prepate a master water plan with respect to the Land;

Confirm, construct and/or develop sufficient water plant, well source capacity and
Central Arizona Pfoject water source capacity and delivery systéins for the Land;
Extend a water distribution main line to the Delivery Poinits;

Provide will-serve létters to applicable governmental agencies necessary for final
Plat Approvals with a schedule of commitment dates persotialized for the Land;
Provide a 100-year assuted water supply through Departiient of Water Resources
via an Assured Water Designation or assist Landowner with the Certificate for
Assured Water Supply application required for final Plat Approvals and Depattment
of Real Estate approvals;

Prepare Interim Use Permit for Land as described within this Agreement;

Provide expedited final subdivision plat water improvement plan check and
coordination with the Arizona Department of Environmental Quality for Approvals
to Construct; and,

Obtain/Develop facilities extension agreement for constrm:hon of infrastructure
within the Land (subject to reimbursement),

HUC

Coordinator warrants that the following description of services includes all approvals, permits
and requirements necessary to provide reclaimed water and wastewater service to the project.

Expand CC&N wastewater service area to include the Land, including filing for a
CC&N or CC&N expansion within 30 days of closing of the acquisition of WMC
and WUGT;

Prepare a master wastewater plan with respect to the Land;

Develop a master reclaimed water treatment, retention, and distribution plan
inchuding interim well water supply for lake storage facilities;

Confirm, construct and/or develop sufficient wastewater plant capacity and Off:Site
Facilities for the Land;

Extend a wastewater collection system main line to the Delivery Points;

Extend a reclaimed water line to a water storage facility within the Land;
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Provide all permitting and regulatory approvals including but not limited to an
Aquifer Protection Permit and Maricopa County Association of Governments
{(MAG) 208 Water Quality Plan as necessary;

Provide will-serve letters to applicable govemmental agencies necessary for final
Plat Approvals with 2 schedule of commitraent dates personalized for the Land;
Provide expedited final subdivision plat wastewater improvement plan check and
coordination with the Arizona Departinent of Envirosimenital Quality for Approvals
to Construet; and,

Obtain/Develop facilities extension agreement for construction of infrastructure
within the Land (subject to reimbursement),
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WATER FACILITIES EXTENSION AGREEMENT

This Agreement is made this____ day of , 2005 by and between

WATER UTILITY OF GREATER TONOPAH an Arizona corporation ("Company"), and

> an . .. . ("Developer™).

RECITALS:
A.  Developer desires that water utility service be extended to and for its real estate

development located in Parcel of consisﬁng of (single family,

multi-family of commercial) lots, in Maricopa County within the general vicinity of the City of

Arizona (the "Development™), A legal description for the Development is attached

hereto as Exhibit "A" and incorporated herein by this reference. The Development is located
within Company’s Certificate of Convenience and Necessity (“CC&N™), and the Company shall
be responsible for extending service to the Delivery Points identified in Exhibit “B™ hereto, and
Company requires no further payment from Developer for Off-Site Facilities.

B, Company is a public service corporation as defined in Article XV, Section
2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection
system and holds a CC&N from the Commission granting Company the exclusive right to
provide sewer utility service within portions of Maricopa County, Arizona,

C. Developer is willing to consttuct and install facilities within the
Development necessary to extend sewer utility service within the Dévelopment which facilities

shall connect to the Company’s system as generally shown on the map attached hereto as Exhibit
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“B.” Company is willing to provide water utility service to the Development in accordance with
relevant law, including the rules and regulations of the Commission on the condition that
Developer fully and timely pefform the obligations and satisfy the conditions and reguiremients
set forth below. — |

COVENANTS AND AGREEMENTS:
NOW, THEREFORE, in consideration of the following covenants and
agreements, and other good and valuable consideration, the réceipt and sufficiency of which are

‘hereby acknowledged, the Parties hereby agree as follows:

L. Constru _of On-Site Facilities. Developer agrees to construct and
install water distribution mains and pipelines, valves, booster stations, hydrants, filtings, service
lines and all other related facilities and improvements necessary to provide water utility service
to each lot or building within the Development as more particularly described in Exhibit “C”
attached hereto and incorporated herein by this reference (referred to hereinafter as the
"Facilities"). The Facilities shall connect to the Company’s system at the point shown on the
approved plans as generally depicted on the map aftached hereto as Exhibit *“B” (the *Delivery
Points”) and shall be designed and constructed within the Developnient in a manner which
allows the provision of safe and reliable water utility service to each lot therein. Subject to the
terms and conditions set forth herein (including, without Limitation, Company’s rights of plan
review and approval and inspection of final construction), Developér shall be responsible for al}
construction activities associated with the Facilities, and Developer shall be lable for and pay
when due all costs, expenses, claims and liabilities associated with the construction and.

installation of the Facilities. Company shall be responsible for payment, financing, construction

...........
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and desigh of any and all OffSite Facilitics withiout any additional compensatios

Developer, Under this Agreement, “Off-Site Facilitics” means those water and reclaitned water

facilities to be constriicted by Company or it affiliates under this Agresment, including all

water, reclaimied water, and treatrhent, transmission, storage, pumiping, and delivery facilities
constructed either off the Land or on the Land to the Delivery Points as defined and agreed by
the Parties.

Reguirements. The Facilities shall meet

and coniply with Comipany's reasonable stanidards and specifications, and all engineering plans

* and specifications for the Facilities shall be approved by Company and its engineeis

(*Company’s Engineer™), prior to the comrencement of construction with such apptoval not be
unreasonably withheld, Company and Company's Engineer shall review the plans and
specifications and shall provide any requirements or comments as soon as practicable.
Developer shall require that its conmtractor be bound by and conforin to the plans and
specifications for the Facilities as finally apptoved by Company. The comstraction and
installation of the Facilifies shall be in conformsince with the applicable regulations of the
Arizona Department of Environmental Quality (“ADEQ"), the ACC, and any other
governmental authority having jurisdiction there over.

3. Right of Inspection; Corrective Action. Company shall have the right to
have Company's Engineer inspect afid test the Facilities at reasonable times during the course of
construction as necessary to easure conformance with plans and specifications, If at any time
before the final acceptaice by Company of the Facilities any construction, mateials or
workmanship are found to be defective or deficient in any way, or the Fatilities fail to conform

to this Agreement, then Company may reject such defective or deficient construction, materials
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and/or workrmanship and require Developer to fully pay for all necessary cofrective construction
efforts (“Corrective Action”), Company reserves the right to withhold approval and to forbid
connection of any deféctive portion of the Facilities to Company’s systém unless and until the
Facilities have been constructed in accordance with plans and specifications and all applicable
regulatory requirements. Further, Developer shall promptly undertake any Corrective Action
required to remedy such defects and déficiencies in constriiction, materials and workinanship
upon receipt of notice by Compariy. The forégoing notwithstanding, Company shall not
unreasoriably withhold or delay acceptance of the Facilities.

4, Transfer of Ownership. Upon completion and dpproval of the as-built
Fadﬁﬁes by Company and any other govethmental authority whose approval is required,
Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale
in a form satisfactory to Company. Thereafter, Company shall be the sole owner of the Facilities
and be responsible for their operation, maintenance and repair. Company's ownership and
responsibility shall include all distribution mains and/or related appurtenances within the
Development up to the point of connection to the setvice line of each customer receiving service.
Maintenance and repair of each service line, which lines are not part of the Facilities, shall be
Developer's, the Development’s or each individual customers’ responsibility. All work
performed by or on behalf of Developer shall be warranted by Developer for one year from the
date of transfer of the Facilities to Company agginst defects in materials and workmanship.
Developer shall also covenant, at the time of transfer, that the Facilities are free and clear of all
liens and enc;mnbrances, and unless the time period for filing lien claims has expired, shall
provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and material men have been paid and satisfied.




Immediately following complétion and approval of the Facilities, Déveloper shall provide
Company with three sets of as-built deawings and specifications for the Facilities and a
reproducible copy of such drawings. Developer shall also provide an accounting of th'ei cost of
constructing and installing the Facilities, which amount shall be refundable m accordasice with
paragraph 8, below. Company shall have no obligation to furnish service to the Development or
to accept the transfer of the Facilities until Developer has complied with this paragraph.

6.  Easem g’nts: Developer shall be responsible for obtaining all necessary
casements and rights-of-way for the construction and installation, and subssquent operation,
maintenance and repair of the Facilities. Such edsements and rights-of-way shall be of adequate
size, location, and configuration so as to allow Company ready access to the Facilides for
maintenance and repairs and other activities necessary to provide safe and reliable water utility
service. Such easements and rights-of-way shall be provided to Company by Developer at the
same time as Developer transfers ownership of the Facilities pursuant to paragraph 4, above. At
the tirne of transfer, all easements and rights-of-way shall be free of physical encroachments,
encumbrances or other obstacles. Company shall have no responsibility to obtain ot secure on
Developer's behalf any such easements or rights-of-way.

7. Reimbursement for Engineering and Other Fees and Expenses.
Developer shall also reimburse Company for the reasonable costs, expenses and fees, including
legal feecs and costs that are incurred by Company for preparation of this Agreement, for
reviewing and approving the plans and specifications for the Facilities to be comstructed by
Developer, for inspecting the Facilities during construction and other supervisory activities

undertaken by Company, for obtaining any necessary approvals from governinental authorities.
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(collectively the “Administrative Costs”). For such purpose, at the tithe of the sigiiirig of this
Agreement, the D‘cvelbpé’r will pay an advance to the Company of Seven Thousand Five
Hundred Dollars ($7,500). Developer shall provide additional advarices to Company, as may be
reasonably requested by Company in writing from time-to-time, to reimburse Company for any
additional Administrative Costs it incurs. In no event shall such Administrative Costs exceed
10.0% of the cost of the Facilities. All atr;ounts paid to Company pursuant to this provision shall
constitute advances in aid of construction and be subject to refund pursuant to paragraph 8,
below.

8. Refimds of Advances, Company shall refund annually to Developer an
amount equal to seven percent (7%) of the gross annual revenues received by Company ﬁpm the
provision of water utility service to each bona fide customer within the Development. Such
refunds shall be paid by Company on or before the first day of Augnst, commencing in the fourth
calendar year following the calendar year in which title to the Facilities is transferred to and
accepted bﬁ Company and continuing thereafter in each succeeding calendar year for a total of
twenty-two (22) years. No interest shall accrue or be payable on the amounts to be yefunded
hereunder, and any unpaid balance remaining at the end of such twenty-two year period shall be
non-refundable. In no event shall the total amount of the refunds paid by Company hercunder
exceed the total amount of all advances made by Developer hereunder, For the purposes of this
provision, the total amount of Developer's advatices shall be equal to Developer's actual cost of
constructing the Facilities, less the costs of any corrective action as defined in paragraph 3
above, the costs of curing any defects arising during the warranty period, as provided herein, and
the costs of any unreasonable overtime incurred iy the construction of the Facilities, above, and

the amounts paid by Developer to Company for Administrative Costs pursuant to paragraph 7,
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above.

9. - Company's Oblipition to Serve. Subject to the condition that Developer
fully perform its obligations under this Agreeiment, Compariy shall provide water utility service
to all customers within the Dévelopment in accordance wnh Compuany's tariffs and schedule of
rates and charges for service, the rules and regulations of the Commission and other regulatoty
authorities and requirements. However, Company shall have no obligation to accept and operate
the Facilities in the event Developer fails to make any payment provided in this Agreement, fails
to construct and install the Facilities in accordance with Company’s standards and Speciﬁcatior;s
and in accordance with the applicable rules and regulations of ADEQ, the Commission or any
o.therb governmental anthority having jurisdiction there over, or otherwise fails to comiply with the |
terms and conditions of this Agreement, Developer acknowledges and understands that
Company will not establish service to any customet within the Development until such time as
Company has accepted the transfer of the Facilities, and all amounts that Developer is required to
pay Company hereunder have in fact been paid. The foregoing notwithstanding; the Company
shall not terminate service to any customer within the Dévelopment to whom service has been
properly established as a comsequence of any subsequent breach or monperformance by
Developer hereunder.

10.  Liability for Income Taxes. In the event it is determined that all or any
portion of Developer’s advances in aid of constmiction hereunder constituted taxable income ‘to
Company as of the date of this Agreement or at the time Coﬁpany actually receives such
advances hereunder, and if no reasonable alternative business arrangerient then exists to avoid
such tax effect, Developer will advance funds to Company equal to the income taxes resulting

from Dcvel'opef’s advance hereunder. These funds shall be paid to Company within twenty (20)
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days following notification to Developer that a determination has been made that any such
advances constifute taxable incomé, and such tax funds are then due and payable, whethier by
virtue of any determination or notification by a govemnmental aothotity, amendment to the
Internal Revenue Code, any regulation promulgated by the Internal Revenue Servies, of similar
change to any statute, rule or regulation relating to this matter, Such notification shall include
documentation reasonably necessary to substantiate the Company’s liability for iricorne tixes
resulting from the Developer’s advances in aid of construction under this Agreement. In the
event that additional funds are paid by Developer under this paragraph, such funds shall also
constitute advances in aid of construction, In addition, Developer shall indeminify and hiold
Company harmless for, from and against any tax related interest, fines and penalties assessed
against Company and other costs and expenses incurred by Company as a consequence of late
payment by Developer of amounts desciibed above.

11.  Notice. All notices and other written comrmunications required hereunder
shall be sent to the parties as follows: |

COMPANY:

Water Utility of Greater Tonopah

Attn: Cindy M. Liles, Senior Vice President

21410 N. 19® Avenue

Suite 201

Phoenix, Arizona 85027

DEVELOPER:

Each party shall advise the other party in writing of any change in the manner in which
nofice is to be p&ovided hereunder.
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12,  Governiing Law. This Agreement, and all rights and oblipatiotis
hereunder, shall be subjéct to and governed by the rules and regulations of the Comrthission
relating to domestic water utilities and generally shall be governed by and consttued in
accordance with the laws of the State of Arizona, Déveloper understands and acknowledges that
Comipany’s rates and chiarges, and other terms and conditiotis applicable to its provision of utility
service, may be modified fiom time-to-time by order of the Commiission. Company shall
provide Developet with éopies of such orders that may affect Developer's rights dnd obligations
hereunder. ,

13.  Timé is of the Essence. Time is and éhall be of the éssénce of this
Agreement,

14, Indemnification: Risk of Loss. Developer shall indemnify and hold

Company harmless for, from and against any and all clatins, deinands and otlier liabilities and
expenses (including attorneys' fees and other costs of litigation) arising out of or othierwise
relating to Developer's failure to comply with any of the terms and conditions contained herein,
including (without limitation) Company's refusal to serve any unit within the Development based
on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's
duty to indemnify Company shall extend to all constriction activities undertaken by Developer,
its contractors, subcontractors; agents, and employees hereunder. Developer's duty to indefnnify
Qhall not apply to the extent any clafrits, demands and/or other Habilities and expenises are caused
by Company's negligent or intentional actions or inaction. Compsany shall indemnify and hold
Developer harmless for, from and against any and all claims, demands and other liabilities and
expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise

relating to Company's failure to comply with any of the tetmis and conditions contaired herein,
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Company's duty to indemnify Deéveloper shall exténd to all construction activities undértaken by
c'ompan&, its contiactors, subcontractors; ag‘ér"its,- and employees héreunder. Conipany's duty to
indernify shall not apply to the extent any claims, démands and/or ottier Habilities and expenses
are caused by Developeér's negligent or interitional actions or inaction. This indeinnity clause
shall not apply to the extent such claim, demand, liability and/or expense is attributable to any
third party.

ns. This Agreement may be assigned by either of

the parties provided that the assignee agrees in writing to be bound by and fully perform all of
the assignor's duties and obligations hereunder. This Agreement and all terms and conditions
contained herein shall be binding upon and §h’all inure to the ﬂeneﬁt of the successors and
assigns of the parties.

16.  Dispute Resolution. The paities hereto agree that each will use good
faith efforts to resolve, through negotiation, disputes arising hereunder without resorting to
mediation, arbitration or litigation.

17.  Attorneys’ Fees. The prevailing party in any litigation or 'oth'er
proceeding concerning or related to this Agreement, or the enforcement thereof, shall be entitled
to recover its costs and reasonable attorneys’ fees.

18.  Authority to Perform. Company represents and warrants 1o Developer
that Company has the right, power and authority to enter into and fully perform this Agreement.
Developer represents and warrants fo Company that Déveloper hias the right, powet and authority

to enter into and fully perform this Agreement.
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DEVELOPER: COMP&,E Y:

WATER UTILITY OF GREATER TONOPAH
an Arizona cotporation

By By _.
Its . Cindy Liles
Its: Serior Vice President
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EXHIBIT “A”
Legal Description
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Point(s) of Connection [Delivery Poiiit(s)]
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Witer Facilitics Budget

(Reqirired to be completed by Developer prior to execation of agreement)

Item

QTY UNIT

UNIT $

‘TOTALS$

8" C-900, Class 150 Water Main
8” Valve Box & Cover

Fire Hydrant, Complete

3/ 4” Double Water Service
3/ 4" Single Water Service
1 ¥’ Landscape service

2” Landscape service

1" Landscape setvice
Subtotal

Sales Tax

Total

LF
EA
EA
EA
EA
EA
EA
EA
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SEWER FACILITIES EXTENSION AGREEMENT

This Agreemnent is made this __ day of __ _, 2005 by and

between HASSAYAMPA UTILITY COMPANY, an Arizona corporation ("Company™),

san e ___("Developer®).

RECITALS:
A. Developet desires that sewer utility service be extended to and for its real estate

dévelopment located in Parcel of consisting of (single family,

multi-family or commercial) lots; in Maricopa County within the general vicinity of the City of
Maricopa, Arizona (the "Development”). A legal description for the Development is attached
hereto as Exhibit "A" and incorporated herein by this reference. The Development is located
within Company’s Certificate of Convenience and Necessity (“CC&N"), the Company has shall
be responsible for extending service to the Delivery Points identified in Exhibit “B™ hereto, and
the Company requires no further payment from Developer for Off-Site Facilities.

B. Company is a public service corporation as defined in Article XV, Section
2 of the Arizona Constitution which owns and operates a sewage treatment plant and collection
system and holds a CC&N from | the Commission granting Conipany the exclusive right fo
provide sewer utility service within portions of Maricopa Couﬁt-y; Arizona.

C. Déeveloper is willing to construct and install facilities within the
Development necessary to extend sewer utility service within the Development which facilities
shall connect to the Company’s systemn as generally shown on the map atiached hereto as Exhibit

“B” (the “Delivery Points™). Company is willing to provide sewer utility service to the




e

20060939366

Commission on the condition that Developer fully and timiely perforin the obligations and satisfy
the conditions and regiiirements set forth below. |

COVENANTS AND AGREEMENTS:

NOW, THEREFORE, in consideration of the following covenmants and
agreements, and other good and valuable considération, the receipt and sufficiency of which are
hereby acknowledged, the parties hereby agree as follows:

L. Congtruction of On-Site Facilities. Developer agrees to construet and
install sewage collection mains, manholes, pumping stations and/or such other fucilities ard
improvements necessary to provide sewer utility service to each lot or building within the
Development as more particularly described in Exhibit “C" attached hereto and incorporated
herein by this reference (referred to hereinafter as the "Facilities™). The Facilities shall connect
to the Company’s system at the point shown on the approved plans as génerally depicted on the
map attached hereto as Exhibit “B” (the “Delivery Points”), and shall be designed and
constructed within the Development in a manner which allows the provision of safe and reliable
sewer utility service to each lot therein. Subject to the terms and conditions set forth herein
(including, without limitation, Company's rights of plan review and approval and inspection of
final construction), Developer shall be responsible for all construction dctivities associdted with
the Facilities, and Developer shall be liable for and pay when due all costs, expenses, claims and
liabilities associated with the construction and installation of the Facilities. Company shall be
responsible for payment, financing, construction and design of any and all Off-Site Facilities
without any additional compensation from Developer. Under this Agieement, “Off-Site

Facilities” means those wastewater facilities to be constructed by Comipany or its affiliates under
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this Agreement, including all wastewater plant, production, tréatinent, transmission; storage,
putiiping, and delivery facilities constructed either off the Land or on the Land to the Delivery
Points as defined and dgreed by the Parties.

2.

Construetion Standards and Requitements, Thé Facilities shall meet
and comply with Comp"any’s. reasonable standirds and specifications,; and all engineering plans
a‘hd specifications for the Facilitics shall be approved by Comipatty and ity erginecrs
(“Company’s Engitiecr”) prior to the comimencement of conistruction with such approval not t6
be unreasonably withheld, Company and Company’s Engineer shall review the plans and
specifications and shall provide any requirements or comments as soon as practicable. :
Developer shall require that its contractor be bound by and conform to the plans aﬁd
specifications for the Facilities as finally approved by Company. The construction and
installation of the Facilities shall be in conformance with the applicable regulations of the
 Arizona Department of Environmental Quality (‘ADEQ?), the ACC, and any other
governmental authority having jurisdiction there over.

3. Right of Inspection; Corrective Action. Company shall have the right to
have Company’s Engincer inspect and test the Facilities at reasonable times during the course of
constroction as necessary to ensure conformance with plans and specifications. If at any time
before the final acceptarice by Company of the Facilities any construction, materials or
workmanship are found to be defective or deficient in any way, or the Facilities fail fo conform
to this Agreement, then Company may reject such defective or deficient construction, materials
and/or workmanship and require Developer to fully pay for all necessary corrective construction
efforts (“Corrective Action”). Company reserves the right to withhold approval and to forbid

connection of any defective portion of the Facilities to Company’s system unless and uritil the



N

20060939366

Facilities have been constructed in accordance with plans and speciﬁc:;ﬁbﬁs afid all applicable
regulatory requirements. Further, Developer shall promptly undertake any Corrective Action
required to remedy such defects and deficiencies in construction, materials and workmarnship
upon receipt of potice by Company. The foregoing notwithstanding, Coinpany shall not
unreasonably withhold or deldy acceptance of the Facilities.

4, Transfer of Ownershij

. Upon completion and approval of the as-built
Facilities by Company and any other govermnmentsl suthority whose approval is required,
Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale
in a form satisfactory to Company. Company, in its sole discretion, may requwc Developer 1o

conduct a video inspection of any of the Facilities prior to final app‘mvalb and accéptance to
ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of
the Facilities and be responsible for their operation, maintenance dnd repair. Company's
ownetship and responsibility shall include all pumping stations, manholes, collection and
transmission mains and/or related appurienances within the Development up to the point of
connection of the sewer line of each customer receiving service to the collection main.
Maintenance and repair of each sewer service line, which liftes are not part of the Facilities, shall
be Developet's, the Development’s or each individial customers’ responsibility. All work
performed by or on behalf of Developer shall be warranted by Developer for one year ffom the
date of transfer of the Facilitics to Company against defects in materials and workmanship.
Developer shall also covenant, at the time of transfer, that the Facilities are free and cléar of all
liens and encumbrances, and unless the time period for filing lien claims has expired, shall.
provide evidence in the form of lien waivers that all claims of contractors, subcontractors,

mechanics and material men have been paid and satisfied.
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Immediately following completion and approval of the Facilities, Developer shall provide
Company with three sets of as-built drawings and specifications for the Facilities and a
reproducible copy of such drawings. Developér shall also provide ati accountinig of the cost of
constructing and installing the Facilities, which dmount shall be refundable in acoordance with
paragraph 8, below, Company shall have no obligation fo furnish service to the Development or
-to accept the transfer of the Facilities until Developer has complied with this paragraph.

6. Easements. Developer shall be responsible for obtaininng all necessary
casements and rights-of-way for the construction and installation, and subsequent operation,
maintenance and repair of the Facilities. Such easerments and riéhts‘-of—wa‘y shall be of adequate
size, location, and configuration so as to allow Company ready access to the Facilities for
maintenance and repairs and other activities necessary to provide safe and reliable sewer utility
service. Evidence of such eastments and rights-of-way shall be provided to Company by
Developer at the same time as Developer transfers ownership of the Facilities pursnant to
paragraph 4, above. At the time of transfer, all easements and rights-of-way shall be free‘of
physical encroachments; encumbrances or other obstacles. Company shall have no responsibility

to obtain or secure on Developer's behalf any such easements or rights-of-way.

Developer shall also reimburse Company for the reasonable costs, expenses and fees, including
legal fees and costs that are incurred by Company for preparation of this Agreement, for
reviewing and approving the plans and specifications for the Facilities to be constructed by
Developer, for inspecting the Facilities during construction and other supervisory activities

undertaken by Compmy, for obtaining any necessary approvals from governmental authorities
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(collectively the “Administrative Costs™). For such purpose, at the tifne of the signing of this
Agreement, the Developer will pay an advance to the Company of Seven Thousand Five
Hundred Dollars ($7,500). Developer shall provide additional advances to Comipatiy, s may be
reasonably requested by Company in writing from time-to-time, to reimburse Company for any
additional Administrative Costs it incurs. All amounts paid to Company pmﬂt to this
provision shall constitute advarices in aid of construction and be subject to refund pursuant to
paragraph 8, below,

B. Refunds of Advances, Company shall refund annually to Developer an
amount equal to two and one-half percent(2.5%) of the gross annual revenues received by
Compeany from the provision of sewer utility service to each‘ bona fide customer within the
Development, Such refands shall be paid by Cothpany on or before the first day of August,
commencing in the fourth calendar year following the calendar year in which title to the
Facilities is transferred to and accepted by Company and continuing thereafter in each
succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be

payable on the amounts to be refinded hereunder, and any unpaid balance remaining at the end

- of such twenty-two year period shall be non-refundable. In no event shall the total amount of the

refunds paid by Company hereunider exceed the total amount of all advances made by Developer
hereunder. For the purposes of this provision, the total amount of Developer's advances shall be
equal to Developer's actual cost of constructing the Facilities, less the costs of any corrective
action as defined in paragraph 3 above, the costs of curing any defects arising during the
warranty period, as provided herein, and the costs of any unreasonable overtime incurred in the
construction of the Facilities, above, and the amounts paid by Developer to Company for

Administrative Costs pursuant to paragraph 7, above.
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Serve. Subject to the condition that Developer
fully perform its obligations undér this Agreement, Company shall provide sewer tility service
to all customers within the Development in accordatice with Competny's tariffs and scheduls of
rates and chsrges for sérvice, the rules and regulations of the Cominissich and other regulatory
authorities and requirerients. However, Company shall hive no obligation to accept and operate
the Facilities in the everit Developer fails to makeé any payment provided in this Agreemeént, fails
to constiuct and install the Facilities in accordance with Company's standards and specifications
and in accordance with the applicable rules and regulations of ADEQ, the Coriimission or any
other governmental authority having jurisdiction ther over, or otherwise fails to comply with the
terms and condiflons of tbls Agreemient, mveloper acknowledges and understands that
Company will not establish service to any customer within the Development until such time as
Company has accepted the transfer of the Facilities, and all amounts that Developet is required to
pay Company hereunder have in fact been paid. The foregoing notwithstandinig, the Company
shall not terminate service to any customer within the Development to whom service has been
properly established as a consequence of any subséquent breach or nonperformance by
Developer hereunder. .

10.  Liability for Income Taxes. In the event it is determined that all or any
portion of Developer’s advances in aid of constriiction hereunder constituted taxable ificome to
Company as of the date of this Agreement or at the time Company actually receives such
advances hereunder, and if no reasonable altemative business arrangement then exists to avoid
such tax effect, Developer will advance funds to Company equal to the income taxes resulting
from Developet’s advance hereunder. These fimds shall be paid to Company within twenty (20)

days following notification to Developer that a determination has been made that any such
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advances constitute taxable incotie, and such tax funds are then due and payable, whether by
virtue of any determination or notification by a govemmental authority, amendment to the
Internal Revenue Code, any regulation promulgated by the Internal Revenue Service, or sinilar
change to any statute, rule or regulation relating to this mattér, Such notification shall include
documentation reasonably necessary to substantiate the Company’s lability for incomie taxes
resulting from the Developer’s advances in aid of construction under this Agreeiment, In the
event that additional funds are paid by Developer under this paragraph, such funds shall also
constitute advences in aid of construction. In addition, Developer shall indemnify and hold
Company harmless for, from and against any tax related interest, fines and penalties assessed
against Comp‘any anhd other oosts and expenses incurred by Coinpany as a consequence of late
payment by Déveloper of amourits described above.

11.  Notice. All notices and other written communications required hereunder
shall be sent to the parties as follows:

COMPANY:

‘Hassayampa Utility Company,

Attn: Cindy M. Liles, Senior Vice President

21410'N. 19® Avenue

Suite 201 _
Phoenix, Arizona 85027

DEVELOPER:

Each party shall advise the other party in writing of any change in tlie inanner in which
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notice is to bé providéd hereunder.

12. g Law. This Agreement, and all rights and obligations

hereunder, shall be subject to and govered by the rules and regulations of the Cominission
relating to domestic sewer utilities and generally shall be governed by and construed in
accordance with thie laws of the State of Arizona. Developer understands and acknowledges that
Company's rates and charges, and other terms and conditions applicable to its provision of utility
service, may be modified from time-to-time by order of the Commission. Company shall
provide Developer with copies of such orders that may affect Developer's rights and obligations
hereunder.

13. ssenee., Time is and shall be of the essence of this

Agrecment,

14. Indemnification: Risk of Loss. Developer shall indemnify and hold
Company harmless for, from and against any and all claims, demands and other liabilities and
expenses (including attorneys' fees and other costs of litigation) arising out of or otherwise
relating to Developer's failure to comply with any of the terms and conditions contained herein,
including (without limitation) Company's refusal to serve any unit within the Development based
on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's
duty to indemnify Company shall extend to all construction activities undertaken by Developer,
its contractors, subcontractors, agents, and employees hereunder, Developer's duty to indemmnify
shall not apply to the extent any claims, deritands and/or other liabilities and expenses are caused
by Company's negligent or intentional actions or inaction, Company shall indernnify and hold
Developer harmless for, from and against any and all claims, demands and other liabilities and

expenses (including attorngys' fees and other costs of litigation) arisitig out of or otherwise
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relating to Company's failure to comply with any of the terms and conditions contained herein.
Company's duty to indemnify Developer shall extend to all construction activities undertaken by
Company, its contractors, subconitractors, agents, and employees hereunder. Cortipany's duty to
indennify shall not apply to the extent any claims, demands and/or other liabilities and expenses
are caused by Developer's negligeiit or inténtional actions or ifaction, This indémnity clause
shall not apply to the extent such claim, demand, liability and/or expense is ettributable to any
thitd party.

15.  Successors and Assign g. This Agreement may be assigned by either of
the parties provided that the assignee agrees in writing to be bound by and fully perform all of
the assignor's duties and obligations hereunder. This Agreement and all terms and conditions
contained herein shall be binding upon and shall inure to the benefit of the successors and
assigns of the parties.

16.  Dispute Resolution. The parties hereto agree that each will use good
faith efforts to resolve, through negotiation, disputes arising heteunder without resorting to
mediation, arbitration or litipation.

17.  Attornevs’ Fees. The prevailing party in any litigation or other
proceeding concerning or related to this Agreement, or the enforcement thereof, shatl be entitled
to recover its costs and reasonable attorneys’ fees.

18.  Authority to Perform. Company represents and watrants to Developer
that Company has the right, power and authority to‘cmer into and fully perform this Agreement.
Developer represents and warrants to Company that Developer has the right, power and authority
to enter into and fully perform this Agreement.
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DEVELOPER: COMPANY:

HASSAYAMPA UTILITY COMPANY
an Atizona corporation

By By

Its X _ Cindy M. Liles
Its: Senior Vice President
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W
Legal Description
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EXHIBIT “B»
Point(s) of Connéction (Delivery Poixt)
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' EXHIBIT “C”

Wastewater Facilities Budget
(Required to be completed by Developer prior to execution of agreement

Item | _QrY UNIT  UNITS TOTAL$
87 SDR 35 Sewer Main LF

10” SDR 35 Sewer Main LF

4* Manhole EA

Sewer Cleanout EA

4” Sewer Service EA

Subtotal

Sales Tax

Total
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EXHIBIT G |
_ INFRASTRUCTURE COORDINATION, FINANCE AND OPTION AGREEMENT

OFF SITE FACILITIES

Water

Biackbone/offsite water infrastructure includes all ground water wells, treatment facilities,
storage and distribution centers, and major distiibution pipelines (typically 16™ diameter or
greater) that generally run beneath major roadways. These roadways are usually located along
section lines and cover a one mile by one mile grid. Connection stubs to onsitefin-parcel
infrastructure are provided from these distribution pipelines.

Wastewater/Reclaimed Water

Backbone/offsite wastewater infrastructure includes all major collection pipelines (typically 18”
to 48" diameter) thst generally run beneath major roadways., Connections to these pipelines are
typically provided for the onsite/in-parcel wastewater collection system at designated locations
along a one mile by one mile section line grid. Backbone/offsite wastewater infrastructure also
includes all lift stations, reclamation facilities, and major reclaimed water distribution pipelines.
Reclaimed water infrastructure genetally runs parallel to the wastewater main lines within the
major roadway to the onsite storage facility provided by the Landowner,
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The attached maps indicate proposed lities to be the responsibility of thi utitities based on the
proposed land use plan submitted. Typically, the vtility is responsible for water lines in size of
16 inch or greater and wastewater lines 18 inch or greater. The Delivery Points as desipnated on
the attached maps will change as agieed according to the final map.
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WATER UTILITY OF GREATER TONOPAH
91410 N, 19* Avenue, Suite 201
Phoenix, Arizona 85027

Date

Landowrner Name and Address

RE: Will Serve Letter for

Dear

Water Utility of Greater Tonopah, Inc., (*WUGT?) is a private water
company authorized by the Arizona Corporation Conimission (ACC") to furnish
water utility service within portions of Maricopa Courity. [Insert Name of
Landowner] has requested that WUGT provide water utility service to the
Copperleaf Development as set forth on the legal description attached to this
letter as Exhibit A, WUGT has determined that the Devélopiment is located
partially within WUGT's sérvice territory. Within 30 days of the closing of the
pending acquisition of WUGT and the Western Maricopa Combine, WUGT shall
file an application with the ACC seeking approval to extend WUGT's CC&N to
include all of the land set forth on Exhibit A.

Based upon the inclusion of the above referénced land in the certificate
of convenience and necessity (CC&N) territory approved by the ACC, and
subject to execution of water line extension agreements by the Landowner and
other regulatory approvals including Arizona Department of Water Resources,
WUGT has agreed to provide water utility service to the Development. Further,
WUGT has agreed to finance and construct facilities and infrastructure
necessary to serve the Development in accordance with Line Extension
Agreemerit, and to achieve substantial completion of those facilities and
infrastructure within 18 months of the issuance of a Start Work Notice by
Landowner. Specifically, pursuarit to the conditions noted above, WUGT shall
finance and construct the following facilities and infrastructure subject to final
engineering and regulatory approvals: [insert general description of facilities to
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be constructed].

Please feel free to contact me if you have any questionis or require any
additional information. We look forward to serving your development.

Respectiully yours,

Cindy M. Liles
Senior Vice President
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HASSAYAMPA UTILITY COMPANY
21410 N. 15® Avenue, Suite 201
Phoénix, Arizona 85027

Date

Landowner Name and Address

RE: Will Serve Letter for

Dear

Hassayampa Utility Company (“‘HUC”} has submitted an application to
the Arizona Corporation Commission ("ACC”) to form a private wastewater
company authorized to furnish reclaimed water and wastewater utility service
within portions of Maricopa County. Insert Name of Landowner] has requested
that HUC provide reclaimed water and wastewater utility service to the

Copperleaf Development as set forth on the legal description attached to this
letter as Exhibit A, '

Based upon the ACC’s approval of the formation of the certificate of
convehience and necessity (CC&N) for HUC, the ACC’s approval to include the
Development in HUC's CC&N territory, execution of wastewater line extension
agreements by Landowner and other regulatory approvals including the MAG
208 amendment, HUC has agreed to provide reclaimed water and wastewater
utility service to the Development. Further, HUC has agreed to finance and
construct facilities and infrastructure necessary to serve the Development in
accordance with Line Extension Agreement, and to achieve substantial
completion of those faciliies and infrastructure within 18 months of the
issuance of a Start Work Notice by Landowner. Specifically, pursuant to the
conditions noted above, HUC shall finance and construct the following facilities
and infrastructure subject to final engineering and regulatory approvals:
[insert general description of facilities to be constructed],

Please feel free to contact me if you have any questions or require any
additional information. We look forward to serving your development.




Respectfully yours,

Cindy M. Liles
Senior Vice President
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From: Wesley Shonerd - ENVX [mailto: Wshonerd@mail.maricopa.gov]
Sent: Thursday, November 17, 2005 3:02 PM

To: Matthew Holm - PLANDEVX: jenniferw@wamplc.com

Cc: Steven Borst - ENVX

Subject: RE: Copper Leaf

Well, Yes and No; how is that for being definitive. We received some preliminary water and
sewer master plans as part of a new DMP tome on or about October 26, 2005. I sent Jennifer
Wittman an email on November 3, 2005 requesting an application and fee so that the review
could begin. Well, no app and fee, so no review. So, the documents are here but unreviewed
because they have not complied with our request. A copy of the email is reprinted below:
Jennifer:

Good morning and congratulations (although belatedly). Your administrative assistant informed
me of the “name change” and that it was a good thing! Now, on to business

I have received the latest submittal for Copperleaf, along with copies of the Water and Sewer
preliminary design reports. These design reports must be submitted under application
(attached) and fee for review. You can contact Ms. Barbara LaSota with any questions on
completing the application forms (review fees are $500 for each plan). I will keep the master
plans here in our file; just complete the applications and submit with a cover letter
and check. They will provide me a copy of the Application form which will tell me to
begin the review. This submittal was requested in our May 17, 2005 TAC memorandum.
From my perspective only, and for projects where infrastructure is not presently available, I
think requesting a preliminary “backbone infrastructure” master plan is an appropriate way to
evaluate the viability of the water/sewer proposals for a project. Anyone can write “we will build
stuff that will comply with (name of government agencies) requirements” at this preliminary
stage for their entitlements. Well, what if they can't?

I think this topic would be worthy of some private meetings with Steven Borst, you, me,
Darren, Terri to map our a consistent approach on how to handle these things.

For example, we now have before us Lake Pleasant 5000. This project will include a bunch of
hilly/mountainous areas and may be outside of the productive limits of the aquifer beneath
most of the greater Phoenix area. What happens if we grant entitlements, or protected
development rights, and they can't find the water? That may be a real problem for them. Of
course, there could easily be solutions (perhaps expensive, but solutions) for this problem.
Wesley A. Shonerd, P.E.

Senior Civil Engineer

Subdivision Infrastructure & Planning Program
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BEFORE THE ARIZONA CORPORATION COMMISSION

BOB STUMP
Chairman
GARY PIERCE
Commissioner
BRENDA BURNS
Commissioner
BOB BURNS
Commissioner
SUSAN BITTER SMITH
Commissioner

IN THE MATTER OF THE APPLICATION
OF VALENCIA WATER COMPANY-TOWN
DIVISION FOR THE ESTABLISHMENT OF
JUST AND REASONABLE RATES AND
CHARGES FOR UTILITY SERVICE
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE
OF ITS PROPERTY THROUGHOUT THE
STATE OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF GLOBAL WATER-PALO VERDE
UTILITIES COMPANY FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
FOR UTILITY SERVICE DESIGNED TO
REALIZE A REASONABLE RATE OF
RETURN ON THE FAIR VALUE OF ITS
PROPERTY THROUGHOUT THE STATE
OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF WATER UTILITY OF NORTHERN
SCOTTSDALE FOR APPROVAL OF A
RATE INCREASE.

IN THE MATTER OF THE APPLICATION
OF WATER UTILITY OF GREATER
TONOPAH FOR THE ESTABLISHMENT
OF JUST AND REASONABLE RATES AND
CHARGES FOR UTILITY SERVICE
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE
OF ITS PROPERTY THROUGHOUT THE
STATE OF ARIZONA.

DOCKET NO. W-01212A-12-0309

DOCKET NO. SW-20445A-12-0310

DOCKET NO. W-03720A-12-0311

DOCKET NO. W-02450A-12-0312



IN THE MATTER OF THE APPLICATION
OF VALENCIA WATER COMPANY -
GREATER BUCKEYE DIVISION FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
FOR UTILITY SERVICE DESIGNED TO
REALIZE A REASONABLE RATE OF
RETURN ON THE FAIR VALUE OF ITS
PROPERTY THROUGHOUT THE STATE
OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF GLOBAL WATER-SANTA CRUZ
WATER COMPANY FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
FOR UTILITY SERVICE DESIGNED TO
REALIZE A REASONABLE RATE OF
RETURN ON THE FAIR VALUE OF ITS
PROPERTY THROUGHOUT THE STATE
OF ARIZONA.

IN THE MATTER OF THE APPLICATION
OF WILLOW VALLEY WATER COMPANY
FOR THE ESTABLISHMENT OF JUST
AND REASONABLE RATES AND
CHARGES FOR UTILITY SERVICE
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE
OF ITS PROPERTY THROUGHOUT THE
STATE OF ARIZONA.

DOCKET NO. W-02451A-12-0313

DOCKET NO. W-20446A-12-0314

DOCKET NO. W-01732A-12-0315

PRE-FILED DIRECT TESTIMONY OF ALEXANDER IBHADE IGWE

ON BEHALF OF

NEW WORLD PROPERTIES, INC.

JULY 8, 2013
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Direct Testimony of Alexander Ibhade Igwe
Docket No. W-02450A-12-0312

Page 1

INTRODUCTION

Q. Please state your name and business address.

A. My name is Alexander Ibhade Igwe. My business address is 10640 North 28" Drive,
Suite C-205-15, Phoenix, Arizona 85029.

Q. What is your current employment?

A. I am the Principal of Vanguard Utility Consulting, LLC.

Q. Please briefly describe Vanguard Utility Consulting, LLC

A. Vanguard Utility Consulting, LLC provides regulatory accounting and consulting services
to all classes of utility companies, consumer advocates, as well as regulatory commissions.
Our firm has extensive knowledge of the mechanics, practice and policies related to
ratemaking for water, sewer, gas and electric. We also provide consulting services on
other regulatory matters, such as applications for financing, Certificates of Convenience
and Necessity, and other ancillary proceedings before public utility commissions.

Q. Please describe your educational background and professional experience.

A. [ hold a Bachelor of Science degree in Accounting from the University of Benin, Nigeria

and a Master of Information Systems Management degree from Keller Graduate School of
Management of Devry University. I was a licensed Certified Public Accountant in the
States of Arizona and Illinois. I have attended several training classes sponsored or
approved by the National Association of Regulatory Utility Commissioners (“NARUC”)
on regulatory audits, ratemaking, and other utility related matters. I was employed with
the Arizona Corporation Commission (“Commission”) for over twelve years, a career that
culminated in the position of an Executive Consultant. During my employment at the

Commission, I pre-filed testimony and presented oral testimony in several proceedings.
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On whose behalf are you testifying in this proceeding?
I am presenting testimony on behalf of New World Properties, Inc. (“NWP”), an

Intervenor in this docket.

Please provide a brief description of New World Properties, Inc.

NWP is the developer of a 1,280 acre master planned community known as Copperleaf
(the “Copperleaf Property”). The Copperleaft Property is located within the certificate of
convenience and necessity of Water Utility of Greater Tonopah (“WUGT”). Although the
Copperleaf Property is held in a land trust identified as Trust #8559 with First American
Title Insurance Company as trustee (the “Trust”), NWP is authorized to act on behalf of
the Trust to protect the interests of the Trust and its beneficiaries. As a part of its
responsibilities, NWP is involved in the entitlement of the Copperleaf Property in

preparation for development.

Did the Trust enter into an Infrastructure Coordination, Finance and Option
Agreement with Global Water Resources, Inc.?

Yes. On July 11, 2006, the Trust entered into an Infrastructure Coordination, Finance and
Option Agreement (“ICFA™) with Global Water Resources, Inc. (“GWR Inc.”). GWR

Inc. is the successor-in-interest to Global Water Resources, LLC, the parent of WUGT.

Did NWP file a Petition for a Declaratory Order regarding the ICFA?

Yes. On March 1, 2013, NWP filed a Petition for a Declaratory Order (the “Petition™)
seeking a declaratory order from the Commission addressing the legality of certain
conduct and actions required under the ICFA in Dockets WS-20422A-13-0048 and W-

02450A-13-0048).
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Q. Is NWP seeking resolution of the questions raised in the Petition in this docket?

A. In this docket, NWP is primarily concerned about the impact of WUGT’s very large
proposed rate increase on its ability to develop and market the Copperleaf Property, which
necessarily encompasses the ratemaking treatment of its ICFA as well as other ICFAs. As
discussed below, NWP believes that the unresolved questions set forth in the Petition are
intertwined with the issues in this rate case.

PURPOSE OF TESTIMONY

Q. What is the purpose of your testimony in this proceeding?

A. My testimony addresses areas of material concern to NWP in the application of WUGT

for a 300+ percent rate increase. My testimony addresses the following subject matters:
1. WUGT’s proposed rate increase
2. Rate base treatment for ICFAs

Other Regulatory Matters

(O8]

WUGT’S PROPOSED RATE INCREASE

Q.
A.

What is the amount of the rate increase requested by WUGT?
WUGT’s revised Schedule A-1 reflects a proposed revenue requirement of $886,064,

which is an increase of $678,348 or 326.6 percent over test year revenues of $207,705.

Why is WUGT seeking a 300+ percent rate increase?
WUGT claims that the proposed rate increase results from the rising cost of service and its

capital investments since the prior rate case.
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Does NWP agree with WUGT’s assertion that its proposed rate increase is primarily
driven by the reasons stated above?

No. Our review of WUGT’s application shows that its proposed rate increase is primarily
driven by WUGT’s reversal of the Commission-ordered imputation of ICFA funds as
Contributions in Aid of Construction (“CIAC™) as ordered in Decision No. 71878.
According to WUGT witness Paul Walker, at page 18, line 11 of his direct testimony,
WUGT’s proposal will increase its rate base by $4,046,521. This single factor accounts

for more than one-half of the requested rate increase.

Is Decision No. 71878 ordering the imputation of ICFA funds as a reduction to rate
base consistent with standard and recognized ratemaking principles?

Yes. ICFA funds constitute non-investor provided capital that should be accounted for as a
reduction to rate base or CIAC. In addition, there are unresolved questions surrounding the
legality of certain conduct and actions required under the ICFAs as described in NWP’s
Petition. A reversal of the Commission-ordered imputation of ICFA funds as CIAC will

unduly burden ratepayers with a 300+ percent increase in rates.

Why is NWP concerned about the accounting treatment for ICFA funds in this
proceeding?

NWP is concerned that the accounting treatment approved for ICFA funds in this
proceeding will have a significant impact on future rates charged by WUGT, and will

adversely impact NWP’s ability to develop and market the Copperleaf Property.

Please explain.
As the developer of the Copperleaf Property, NWP is concerned that a rate increase of

over 300 percent will significantly impair its ability to develop and market the Copperleaf
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Property. If the Commission grants WUGT a 300+ percent rate increase, the Copperleaf
Property will be placed at a material competitive disadvantage relative to similar
developments that are adjacent to but outside of WUGT’s certificated territory. NWP’s
concern is based upon the known fact that water is a necessity, and the cost of water is a
critical factor in deciding where to acquire a residential property or locate a commercial

enterprise.

Is NWP opposed to any rate increase for WUGT?

No. NWP is only opposed to that portion of the rate increase resulting from WUGT’s
proposal to reverse the Commission-ordered imputation of ICFA funds as CIAC. NWP
believes that it is only appropriate for the Commission to allow WUGT to recover its cost

of service and a reasonable return on its investor-provided capital.

What is NWP’s recommendation with regard to the requested rate increase?
NWP recommends that the Commission deny any rate increase attributable to the reversal
of the Commission-ordered imputation of ICFA funds as CIAC or as a reduction to rate

base as ordered in Decision No. 71878.

RATE BASE TREATMENT FOR ICFA FUNDS

Q.

Is WUGT seeking the reversal of Decision 71878 which accounts for ICFA funds as a
reduction to rate base?

Yes. WUGT seeks the reversal of Decision No. 71878 which authorizes the imputation of
ICFA funds as CIAC or a reduction to rate base. WUGT contends that “...if ICFA funds
were not invested in rate base, then there is no reason to deduct those ICFA funds from

rate base. Such a deduction would be a clear “double counting” that must be avoided
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under traditional ratemaking principles.” Direct Testimony ot Paul Walker at page 4, lines

14-17.
Q. Please continue.
A. WUGT has proposed an alternate option if the Commission denies its request to reverse

the imputation of ICFA funds as CIAC. WUGT seeks Commission approval of an
“acquisition adjustment” related to the acquisition of West Maricopa Combine and 387

Utilities. Direct Testimony of Paul Walker at page 6, lines 11-14.

Q. What is WUGT’s justification for an acquisition adjustment?

A. WUGT contends that the acquisition of troubled water companies provides significant
public policy and customer benefits. Mr. Walker argues for Commission authorization of
an acquisition adjustment on page 7, lines 14-16, of his direct testimony where he states
that *...if the option is rejected, Global requests that the Commission authorize an
acquisition adjustment to recognize the significant public policy and customer benetits of

the acquisition.”

Q. What is NWP’s position regarding WUGT’s proposed treatment of ICFA funds in
rate base.

A. NWP urges the Commission to continue to account for ICFA funds as CIAC, and thus a
reduction to rate base. WUGT does not contest the fact that I[CFA funds are non-investor
provided funds with similar characteristics to CIAC. Further, as noted earlier, there are
unresolved questions regarding the legality of certain conduct and actions required under
the ICFAs as described in the Petition. These questions will be addressed in Docket No.

W-02450A-13-0048, Commission ordered workshops and in the independent audit.
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NWP believes that until these questions are resolved and there is clarity regarding the

ICFAs, the Commission should continue to recognize ICFA funds as CIAC.

Q. What is NWP’s position on WUGT’s propoesed acquisition adjustment?

A. The Commission does not grant acquisition adjustments for recovery of goodwill or
acquisition premiums. The Commission anticipates that the management of each utility
will independently engage in prudent investments, including acquisition of other utilities.
Thus, WUGT’s request for an acquisition adjustment is inconsistent with regulatory

practice in Arizona.

Q. Did WUGT propose a new accounting treatment for ICFA funds on a going forward
basis?

A. Yes. WUGT proposes to segregate future ICFA funds in a dedicated account, and to
account for such funds as “hook-up fees”. Further, WUGT states that on a going forward
basis, ICFA funds should be accounted for as CIAC upon receipt. Direct Testimony of

Paul Walker at page 19.

Q. Is WUGT’s proposal consistent with standard and recognized ratemaking principles
for accounting for hook-up fees?

A. Yes.

Q. Is WUGT’s proposed accounting methodology consistent with NWP’s argument for
continued recognition of existing ICFA funds as CIAC?
A. Yes. In principle, NWP agrees with WUGT that its proposal to account for future ICFA

funds as hook-up fees will result in an appropriate accounting for such non-investor
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provided funds. However, NWP believes that it is more appropriate to account for

existing and future ICFA funds as CIAC in order to insure consistency.

Q. What is NWP’s recommendation regarding WUGT’s proposed acquisition
adjustment?
A. NWP recommends that the Commission deny WUGT’s request for an acquisition

adjustment.

Q. What is NWP’s recommendation regarding WUGT’s proposed reversal of the
accounting recognition of ICFA funds as CIAC?
A. NWP recommends that the Commission reject WUGT’s proposed reversal of Decision

No. 71878 which recognizes ICFA funds as CIAC, and thus a reduction to rate base.

OTHER REGULATORY MATTERS

Q. Are there other issues of concern to NWP?
A. In general, NWP is interested in the efficient operations and quality of service within
WUGT’s certificated territory. Accordingly, NWP reserves the right to address other

regulatory matters related to this docket in its surrebuttal testimony.

Q. Does this conclude your testimony?

A. Yes.
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