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Q: 

A: 

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. 

WHAT IS YOUR NAME, EMPLOYER AND OCCUPATION? 

Richard Jellies. I own a real estate consulting company called Lead Group LLC and also 

Q: 

BACKGROUND AND PROFESSIONAL AFFILIATIONS. 

A: I 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. 

PLEASE DESCRIBE YOUR WORK EXPERIENCE, EDUCATIONAL 

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 H a s  s a y a m  p a U t i  1 i t  y 

First American Title Company Trust #8559 entered into the ICFA with GWR. As shown in the Reply in Support 1 

of the Motion to Intervene, Trust #8559 has given authority to NWP to act on its behalf in these proceedings. 
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C o m p a n y  ( ‘‘ 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. 

( ‘ I  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 

fLinds necessary for its regulated utilities to finance the construction of regional utility facilities2 

Q: IN WHAT CAPACITY HAVE YOU BEENINVOLVED IN NWP’S PROJECT 

AND THE ICFA? 

A: For the past eight years, I have played a lead role in the entitlement process for 

Copperleaf. I 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. I have met with or corresponded with representatives from GWR numerous 

2 

terms and conditions as NWP‘s ICFA. 
It is my understanding that Sierra Negra Ranch, an intervenor in this casc, has a ICFA with GWR that has substantially the same 
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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 $1 6,875,000 plus a construction price index escalator under the ICFA. 

Q: 

SERVICES? 

A: 

UNDER THE ICPA, WHO WAS RESPONSIBLE FOR PROVIDING UTILITY 

Under the ICFA’s, Utility Services will be provided by WUGT and HUC. (See, ICFA, 

P.4.) 

Q: 

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. 

WHY DID NWP ENTER INTO AN ICFA WHEN IT KNEW GWR WAS NOT A 

Q: 

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 watedsewer proposals for a project.” (See Exhibit 

PLEASE DESCRIBE MORE THE “MANDATES” ISSUED BY MARICOPA 
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B e-mail from Wesley Shonerd to Jennifer Wittmann dated November 17,2005). Thereafter. 

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 ICFA 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: 

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, Staff noted: 

DID STAFF SUPPORT A REGIONAL SOLUTION TO ARIZONA’S WATER 

Regarding the appropriate regulatory treatment of cerlain 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 jnancing methods can provide 
approprAiate long-term solutions which promote conservation of water supplies 
and efficient wastewater utilization. 

Q: 

A REGIONAL SOLUTION TO ARIZONA’S WATER AND WASTEWATER 

DID NWP VIEW ICFA’S AS THE ONLY METHOD AVAILABLE TO ADDRESS 

INFRASTRUCTURE DELELOPMENT? 

A: 

by counsel that the Commission was actively trying to find ways to consolidate small water 

Yes. We briefly explored the idea of forming our own utility company but were advised 
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companies rather than encouraging their formation. 

Q: 

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 

AT THIS POINT, HOW CAN THE COMMISSION INSURE THAT THE MONIES 

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 iii the service areas of Global Utilities. (See Decision No. 71878, p. 

12(September 15,2O IO)). 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. (Id.). 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 staff 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 lo 
achieve the Commission’s objectives with regurd to encouraging the acquisition 
of troubled water companies and the development of regional infrastructure 
where uppropiale. As part of this proceeding, we ~ ’ o u l d  like stakeholders, 
including Global and Staff to also addifless 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 ~ lould  also like stakeholders to address whether ICFAs, or some 
other mechanism, ifproperly segregated and accounted jor, 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 infj-astructure which 
meets the Commission's objectives. 

Therefore, we will require Stuff to notice and jucilitate, and Global to particpate 
in, stakeholder workshops designed to 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 und held in [he existing Generic Docket. 

(See Decision No. 71 878, p. 30-3 1) 

Q: 

WHAT WAS THE OUTCOME, IF ANY? 

TO YOUR KNOWLEDGE, DID THOSE WORKSHOPS TAKE PLACE AND 

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 f o r  these costs. 
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(See, 2006 Staff Report, p. 4) 

Q: 

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

Will the property owner or developer or subsequent homebuilder absorb the cost of fees 

A: 

Q: 

A: 

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

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes it does. 
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TBOIS INFRASTRUCTURE CCYORDINATIMIN, FlNANC% A?& OPTION 
2006 betwekn Global Wabr AGREEMENT (this “Aereement”) is entered into as of July 

American Title Inslnance Company, a California corporation as trustee under Trust No. 8559 

(fiLandowner”) 8s to the parcels described on Exhibit A attached hereto and, when option rights 

Resources, LLC, B Delaware limited liability company (“GWR‘) and ‘‘coOfdioator) and First 

are exercised, as to the p e l s  desuibed on Exhibit A-1 attached liereto. 

RECITALS 

A. Coordinator is engaged in the business of, among other things, acquiring and 
consoliidsting water and wastewater utilities, coordinating the provision of water, wastewafer and 
reclaimed water services to landowners through Coordinator’s regulated public service 

corporation afliliates aad providing services or benefits to landowners, such as: (i) developing 
master utility plans for seryiots including natural gas, electricity, cable television, b m e t ,  
i n m e t ,  and teIecommunications; (5) pmviding coordihation of construetion services for water, 

rwlahed water and wastewater treatmat frtcilities, and (5) pfavidm firiahcing for the 

pmvkdan of infiasfiucture in advaace of growth. Coordinator’s services to be provided pursuanf 
to this Agreement shall, however, be provided as set forth hereinafter. 

Coordinator o m  several regulated utilities in the State of Arizona and is in the 
process of acquhhg West MaricOpa Cambhe, Inc. (”WMC’j, an Arizona corporation, the 

holdhg oompatly for five regulated water utilities including Wafer Utility of m a w  Tonopah, 
Inc. (“WUGT’), an Arizona corporation, the result of which is expected to include swVing the 

B. 

Wowner ’s  property known as Copperleaf (&e “-7 as more paaicularly d d M  ip 
Exhibits A and A-1 to this Agreemeht. C c m w r  mtards to coordinate and f idhfe  water 

, utility service to the Land through WUOT add my mi all of Land0Wner”s obligatiom under this 
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Agreement relating to water Utility smvice are contingent on fd closhg of the acquisition of 
WMC and WUGT. Upon such closing and approval, WMC and WUGT wiil be wholly owned 

subsidiaries of Global Watet, I&., a wholly owned subsidiary of GWR, Cobrdinator represents 
and warrants: (1) that he acquisitiun of WMC add WUGT does not require approval of the 
Arizorta Corporation commission (“GC’‘); (2) thrrt Coordinator has full power to car l .~  out the 
transactions provided for in this Agreement; (3) that Coordinator is not a party to any bauhptcy 
or simiIar proceeding, nor to the best of Cootdinatois knowledge, BTC there any 0th matters 

pending which would rtdversely affect Coordinatofs abity to paform the Services set forth in 
tbis Agreement; (4) and that CMlrdinatOr bas the fimmcid capacity and experience tp oversee 

and f b ~ d d l y  guarantee and hereby d m  guarantee to hdowner  that Coordinstor‘s 
subsidiaries will have sufScient finandat resums to provide the Utility Services descni  in 
this Agrmmei~t. 

C. Coordinator  ha^ fomd a wastewater utility =fermi tQ as H=Y- utility 
Company, Inc. (‘WJC’’) in order b serve &e Land and other properties in the ma, and bas filed 
an application with the ACC for issrnurce of a Certificate of Convenience and Necessity 
(“CC&W’) to provide pubtic wastewater utility service in the State of Arizona, WC’s pending 
application for islsllance of a CC&N pettains io  another development and curreatly is before the 

ACC under Docket No SW-2U422A-05-0659. HUC is B whouy owned subsidiary of Global 
Water, bo., a wholly owned subsidiary of GWR. Coordinator provides equity and will provide 
equity for its subsidiaries’ capital construction and imp.wemmts, 

It is Coordinatcr’s intention in this Agreement to coo- the provision of 
integrated water, wastewater, and reclaimed w a r  plant and services, and those related services, 

to the Land. Within thirty (30) days of the closing of the acquisition of WMC and W G T  by 
Coordinator, Coordiior s6att coordinate and arrange for the filing of CC%N extension 
applicaths by WUGT and HUC tu necessary with the ACC to provide Ww, reclaimed water, 

and wastewater service (collectively, ‘‘Utilh Services”} to the Land as well as other land. 
Coordinator shall cons& and coordihate with the Landowners regarding such filing. To the best 
of Coordinator‘s actaal kaowledge, &ere are m laws, d c t i o m  or other agreements which may 
prevent Coordinator from obtaining all the governmental autltoniations described in this 
Agreement, including the CC&N extension and approvals from the ACC. C o o m r  does not 

have an agreement with any third party (other than a financing agreement with its lenders) under 

D. 

2 
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which Coordinator or its successors In intere$t is or could become obligated to (i) sell HUC or 
WUGT or any podon thereof to a third party, or (5) grant, transfer, or dedicate any part of 
WC’s or WUGT’s assets to a third party. Under tbis Agreement, Coordhtor s l d l  facilitate 
a d  arrange fhe pruvisim of water, wssttwater and ieclaimed wefa senices to the Land though 
WUGT and HUC, and C o o r d i i r  &all fhancidy gum&& to Landowner that WUGT and 
HUC will have suEcient financial resources to provide water, wtewattx and reclaimed water 

mice to the Land. Landowner’s obligations under this Agreement dating to wastewater 
Setvice are contingent on HUC obtaining a valid CCXN &m the ACC amd extendhg its CC&N 
to incluck! the hind, and Coordinator’s continuing financial guaraatees as set forth in this 

Agreement. Landowner‘s obligations under this Agreement relating to water service are 

contingent on WUGT obtaining a final ordez fhm the ACC extending WUGT’s CC&N to 

include the Land, and Coordinator’s financial goarantees as set forth in this Agrement. Under 
this Agreement, Coordinator, WUGT and HUC shall be responsl’be for m y  and all engineeriOg, 

design, comtndo~,  licensing, permitting, payment and financing for and of any and al l  water, 
wz&water, and reclaimed water plant, p h t i o n ,  treatment, storage, pumping, and delivery 
Wties constructd on or off the Land or on Cpordinator’s, WUGT’s or WC’s properties to 
the Delivery Points as dew below (the ”Off-Site FacWe$”), necessary to provide water, 

reclaimed water, and wastwatex service to the Land, a d  shall hold Landowner harmless h m  
any liens or additional charges on the Land resuIting k m  Coordinator’s, WUGT’s, and HUC’s 
provision of Services to the: Delivery Points as set hrth in this Agreement. Under tbis 
Agreement, “Off-Site Facilities” meang those water, reclaimed water, and wastewater faoilities to 
be comtmcted by Coordinator or its subsidiaries under this Agreement, including afl water, 

reclairoed water, and wastewater plant, productiOn, treatma6 transmission, storage, pumping, 
and delivery Eacilities constructed either off the Land, on the Lmd (but expressly excluding any 

delivery systems to the actual end-users on the Land), or on Coordinator’s, W O T s  or HUGS 

properties to the Delivery Pamts as M e r  defiaed and set firth on attached @&bit E 
Lsadowner s M  not have any additional financial responsibilities for off-Site Fscilitics, 
including additionaf charges or hook-up fees intended to rehburse Coordinator, HUC and/or 
WUGT for Off-Site FwSties costs, excqt as set forth in this Agreement. 

3 
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E. Landowner is the fix simple owrref of that certain Feal prom located in 
Marioopa County, Arizona, the legal description of which is included on the awhed bhiiit 4 
(the “W’). 

F. To protect Landowner‘s long-term investment in the Land and to ensure that the 

Land has access to essential utility services, the Landowner desires to engage CoordWor to 
provide various services including arranging and coordinating for the tandownex the provision 
of water, reclaimed water, and w&#vafer utility serpices, and rcilated services, by WUGT and 
HIJC with respect to the Lend pursuant to the terms and conditions .hereinafter set forth. 
Landowner will work with WUGT and HUC to include the Land in WUC+T’s and HUC’s C W  
service areas as aecessay. Landowner may entitle and sell the land in *le, in part, or in 
multiple phases to entities for fiihue development. Through Coordinatar, Landowner bas 
requested water, reclaimed water and wastewater services from WUGT and HUC, and GWR 
h u g h  WUGT and HUC has, subject to the terms of this Agrceraent and as oiherwke legally 

permitted, agreed to provide such services to Landowner, including the financing aad 
construction of any and all Off-Site Facilities necessa~~ to provide water, reclaimed water and 

wastewater services to the Land. Coordinator shall facilitate and arrange for W G T  and HUC to 
provide “Will serve” letters contemporaneousty 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 WUCST and HUC for Landowner. In the event WtJGT and HUC do not provide 
such will serve letters and notice of intent to serve to Landowner, any mounts paid by 
Landowner under this Agreement shall remain in 811 inbrest bearkg escrow wcuunt as set forth 
haeinaRer until WUGT aad HUC provide such will m e  letters and notices of intent, If 

c 

WUGT and HUC fail to provide such lettes and notices within 90 days of the date af this 
Agreemeat, Landowner shall have the right to a refimd of any and a l l  monies in such escrow 

accomt, including B C C N B ~  inten=st. The Parties acknowledge that all Utility Services will be 
provided by WUGT and HUC, and that Coordinator itself does not pmvide Utility Services. 

The Parties acknowledge that the qprovd or extension of WUOTs and HUC’s 
CC&Ns may not be finalized until such time as the appropriate Arizona Departmeat of Water 

R.ewurces (“@WR’’). Arizona Department of En*- Qualify (“@Eoj3, Maricopa 
County Environmental Services Department (“MCESD”) and MaricOpa Association of 
Governments (WG’’) permits and approvals are in place. 

G. 

4 
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E The par6es recogniZe and achwledge that this Agreement is a h & g ,  

coordination and bption agreem&it only BS more fully set fif i  hemin. The feefj wnk~platted in 
this Agreemeat represent an appmimation of the Canying costs asso-d with and 
capitalizaxt interest associated with the fimciog of ;n6castruchuie fdr the b e f i t  of the 

Landowner or its successors until such rime as the rates associated ~ L U  the provisibn of services 

within the arm to be served as contemplated by thid agreement gmmb s&icient revenue to 
cany the ongoing carrying costs for this infiasbcture. Coordinator shall bear the risk that the 

approximation of the carrying costs does not match actual carrying costs, and Landowner shall 

not be r e q u i d  to pay my additional amaunt to Coordinator or to othets for catrying costs. 

Nothing 21 this Agrement should be cu& a~ a payment of principal, a dbkktim or 
advance to the utilities and will bear no repayment of any kind or aature in the future, unless 

d e m i s e  agreed by the Parties, or except as otherwise tequired in this Agreement. 

‘1 

* L Tbe Parties rem& acktlowledge and agree that the wttstevater pmvisioos of 
tbis Agreement are cunthgent upon one twenty (20) me wastembx treatment site, With an 
option for up to 10 additional contig(Mus ~c fe8  as described in subsection 3.5, for ti Water 
RecLamation Facility (‘‘W’), as outlined in the MAG 208 document fild by KUC on May 8, 

2006, being deeded to HUC within 60 days of signing thls Ageanent or as soon f & e d e r  as is 
reasonably possiile under appIicable Arizona laws. Any change to the site locadon identified in 
the MAG 208 proceedings wiil require Landowner’s .rWitten consent, not to be unreaso&ly 
withheld, and, 8- Coordinator shall m k  to obtain au amendment tu the MAG 208 P h .  
The Parties also recognize, acknowledge and agree that the water supply ob3igation.s of this 
Agreemest are contingent upon a three (3) acre water treatment plant (“WTP”) site beiog deeded 
to Chrdinator ~f 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 cart be located 
within the open space requirements of Maricopa County. In the event HUC andor CooEdinator 
fail to satisfy mdor meef or more likely tslan not will not be able to meet, my and all C a N  
conditicms or other teffulato~ requirements, or other conditiolls and performance tequirements 
set forth in this Agreement for water, reclaimed water andlor wastewater services as provided fix 
herein., the land for the WRP shalt revert immehte ’ ly to Landoms and W C  &or 
Coordinator shall deed such h d  h fee with no enemas to Landowner within 60 days of 
such failme. la the event WUGT andlor Coordinator fkil to saiifi and/or meet, or more likely 

5 
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than not Will not be able to meet, any and aU CC&N conditions or other regIdato@ 

requirements, or other conditions and performance reqGr6ments set forth in this Agteemei.lt fot 

water services as provided for herein, the land for the WTP shall w e d  hmmdbtely to 
Landowner and WUGT ador Coordinator shall deed such land in fee with no etzcumbrancw to 
Landowner within 60 days of such failure. In these events, Coordiinatar shall execute any and all 
necessary additiond documents to effectuate s\ich reversiori to Landowner within ten (10) diiys 

of Landowner's written request The locations of the WRP and WTP mwt be M & l y  
approved in iM3ting by thc Landowner, and any changes to the apP"0ved M o m  shall require 

the Landowmr's additional written approval and will ocx~r Landowner's reasonable 
request The proposed WRP locations as s&mitted on the MAG 208 filing are identifled on 
Exhibit It 

J. The Parties recognize, acknowledge and agree that this Agreement is contingenl 
upon the acquisition of WMC and W G T  by Coordinator or its afEbtes. It is Mer 
recognized, acknawledged and agreed that $500 per EDU of the Landowner Payment described 

in subsection 4.1 will be allocated toward the acquisition purchase price of WMC and all its 
subsidiaries. 

AGREEMJXNT 

NOW, T-FORE, for good and valuable oonsideration, the receipt and sufficiency 
of which are hereby ~ o w l e d g e d ,  the Parties hereto agree as follows: 

1. 0blip;atiOnS of Coordinator. Upon amtion of this Agreement, Coordinator shall 
use its best efforts to complete the acquisition of WMC and W G T ,  and upon such acquiSition, 
Coordinator sball. facilitate, arrange mdor coordinate with WUaT and H[JC to provide Utility 
Services to Landowner, including without limitdon, obtaining any and all necessary permits and 
approvals from the ACC, ADWR, ADEQ, MCESD and MAG for WUQT and HUC lawfully to 
provide timely Utility Services to thc Land, which will contain appmximately 3,750 EDUS. In 
retum for &e payments by Landowner herein, and subject to the terms herein, Coordinator, 
drough W G T  and HUC, shall CQIlgtrUct any and all water, reclaimed water, and wastewakr 

treatment plant, delivery facilities and lines required by the development plan to the Delivery 
Points and to a m1aimed water storage facility within the Land, at Imdons to be requested by 
Coordinator or Landowner consistent with the development master plan and plats, and approved 

i 
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by Landowner (the ‘Deliverv Points”). Delivery Points have been: e s t W  baed on 
cwrent site plan and noted on Exhibit H. Coordinator slmll achieve substantial cotlipl&on of 

the W P  and WRF witbin IS months of the issuance of the Sfart Work Notice ( ‘SW’’ l  
described in subsei=tiOn 4.1 below including my and all Off-Site Facilities. Coordinator shall 

and hereby does SnSnciaUy guarantee to Landowner that WUGT and KUC shall have dcient  
financial tesources ti, coflstruct &e appmpriate water, tecl$rned Wef, and wastewater fsc i l i r ie~ 
to piovide water, ridaimed M e r  and w&tewate services to thb Land for appx6-1~ 3,750 
EDUs. It is estimated that it may take up to eighteen (18) months to ob& all necessary 
pamits andor appvah  contemplated by this Agreement, Following satisfaction of &e 

conditions and regulatory approvds set forth above; Landowner nisy in its absolute discretion 
issue a SWN to Cou-tor to commefice construdion. Upon issuance of such notit%, 
Coordiilator shall mmrnece bidding of ConGffllCtion services. Coordhitor shdl facWle the 
conmction and achieve substantiat cbmpletion Within 18 months from the date of such notide as 
referehced IXIOW. 

2. coordination with WUGT and HUC. Coordinator shall coopeiate With 
Landowner BS reasonably requested by ’Landowner and shau BIfange and obtain the list of 
services on Exhibit I) hereto for L a n d m  to be provided h r n  WUGT and HUC, subject to 
obtaining the applicable regulatory approvals. Landowner or my successor to Landowner 
desiring the delivery of Utility Services to any portion of the Land from the Delivery Points must 

enter into separate Water Facilities Extension and Wastewater Facilities Extension Agreements 

(the ‘TEXtensioq Agreements ”) with W G T  and HUC nespectively, at 6r prior to the time any 

portion of the b d  hs received fiml plat approval b m  Maticopa Oorinty  plat Approval”) 
unless othetwise agreed by the PartieS. The Extension Agreements shalt not contain my charges 

or fees for the 00st of Offsite Facilities or related services provided to the Delivery Points, 
including any adminbative or ovekight charges. To the extent eiiher WUGT or HUC requests 
that Landowner contriiute or fiaance additional monies for Off-Site Facilities to provide water, 
reclaimed wale? or wastewater service to the Land, Coo*mr hereby aclouwledges and agrees 

that hdowoer shatl not be responsible for @pent  of such additional costs for Off-Site 
Facilities to WUGT or HUC. Rather, Coordinator shall be responsible fir papent of any and 
dl such ad&tionaI costs for Off-* Facilities as requested by WUGT or HUC or 8s otherwise 

required. At Landowne?s option, Laddowrner may pay WUGT or HlTC for such additional cosl 

7 
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for Off-Site Facilities, and Landowner then m y  offset and deduct any such payments to WUGT 
or EiuC against any remaining amounts due to Coordinator under this Agrement. Unless 

otherwise agn& and negotiated by the Parties, wbich the Parties agiw to do in good faith, the 

Extension Agwmef~t shall be in the fohn attdchd Mmto as $3xhiKt$ E and E, subject to the 

approval of the ACC. 

3. Oblinations of Lmdowng. Landowner agrees to mperhf~ with Coor-r as 
reasanably requested by Coonziaator and agrees to pmvide al1 infonn&on and documatation 
reasonably available to Landowner about the Land reasonably necessary for Coordinator to 
comply with its obiigations under this Agreement. The site plan mfjcipatd at the time of this 
Agreement for the Land is attached hereto a8 Exhibit B. Larldowner may make changes to the 
site plan at Lmdowner's dtscretion (so long as such changes do not materially a c t  the 

obligations of the Parties herein), or the site pian wilI change consistent with Maricopa County 

decisions and requirements, and rmoh changes shall be inmrpoMd into this Agrement when 
received by Coordinator. 

3.1 In addition, Landowner agrees to grant to W G T  and HUC, all reasonably 
necessary easements and rights of way on the Land requested by Coordinator and agreed 
by Landowner for the construction and installatfon and subsequent O ~ S E ~ ~ O I I ,  

mainkma ce and repair of the Utility Services. As &mined and reasonably agreed by 
de Parties, such easements and rights of way Wl be of adequate size, location and 
configuration so as to allow WUGT and IiUC, when thn Labd is developed by 
Landowner or its successors, ready and all weather access to all facitites for maintenance 
and repairS and other dvit ies  reasonably necessary to provide safe and reliable water, 
reclaimed water, and wastewater Utility Seavices in a timely marmer. Landowner is not 

required to provide any easements or access to any locations outside of the Land. 
3.2 Assured Water SWQ 1~ Once WUGT has consfruetedthe WTP aod has a 

pressurized water system inclusive of hydrants on the portion of the Land where 

Landowner needs and has q u e @  water, and except 8s otherwise prwided in rhis 
Agreement, the Parties agree that Landowner will pay the ACC Tariff rates for water 

provided by WrrOT, including comtrwion water. Coordinator shall coordinate and 
negotiate witb WUGT for a credit or reimbursement to Landowner in an amount equal to 
Landom& reasonable expenditures and Teasonaflle costs to provide any nm- 

8 
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groundwater water m m  or Type 2 right to WUGT pursuant to subsection 3.2.1 

below. In order for &e ctedit or reimbursement to occur, WUOT must own or control fhe 

non-grortodwater water resource or Type 2 right provided by Jhndowner. The n % l W  
water Tariff rate shall apply to any water WUGT praddcs to Landowner for interim uses 

on parcels that will use rec&& water long term, such as golf course waterin& lake fill 
and refill, md COmmOn area witking. Landowaer agrees to not apply for a CerciWe of 
Assured Water Supply before January 1,2007 to allow Clmimtw the opporhulity to 

research the' option of obthkg m Assured W a r  Supply Desi&on. 
3 2 1  coorainator is cammtly phnnhg to have WUGT obtain an Assured Water 

Supply Designation f'Designation'3 ltipm ADWR to serve WUcfT's sexvice are& This 
subsection 3.2.1 shall apply only if Comibtor or WUGT secure a Designation. As 
Landowner at its discretian ceases to utilize the appwtmmt grandfatbered groundwater 

withdrawal rights on the Land or any pbase of the Land for which a final plat bss not yet 

been approved, for fhrming or misiug of stock, and fbr conshruction or development 

purposes, Landowner will submit an applickon to ADWR to extinguish the Irrigation 
Grandfathered Rights and Type 1 Rights apputtenant to these m, and will transfer the 

extinguiShment credits to WUOT in considemtion of WUQTS ptovision of m w s a  

water supply for the Land. Landowner or its successor may at their discretion retain the 
Type 1 Rights appurtenant to a parcel of lend to utilize long tern in conjunction vdth 

development of hot spring faoilities on the Land. To the extent the Irrigation 

Graodfathered Ughts, Type 1 Rights, or alternative WattI supplies provided by 
Landowner to WUGT at the time set forth in Section 3.2 and pummt to this subsection 

3.2.1 are insufficieat to provide the qumtity of water necessary t~ meet the needs of 
certain non-residential u3e~, including water features, bot spring W t i e s ,  W-reIated 
facility watering lakes, and golf c o w  uses, L w  agrees to -de Type 2 rights, 

Type 1 rights delivered ftm other portions of the Land that have not yet received find 
plat approval, iong-tern storage credits and/or B recovery well permit, or an acceptable 
a.ltemative water mrpply, that may be used to serve these uses in a manner hit is 
consistent with ADWR's consisteacy with management goal requirements and that, if 
applicable, does not result in an increase to any replenishment obligation of WUGT 
(unless Landowner satisfies such obligation) until the Land is genemting enough 

9 
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reclaimed water for those puposes. Coordinator shall negotid and c00dhat.e with 

WUOT to withdraw and Serve such Type 2 water, Type 1 water, stored water ar 
alternative water to Landowner upon request as set forth in tbis Ageemeat. 
NoWthstaudbg the provisions in this subsection, Coordinator will indemnify 
L d w n e r  for any &ions talcen by Coordinator or its subsidiaries that demonstrably 

harms Landowner's priority tu physically available water below Landowner's property 89 

determined in the ADWR's Anaiyss of As-surad Water Supply ~Anahsis'') number 28- 

401401.0000 dated January 3, 2005. Coordinator's indemnity shall be limited to the 

obligation to timely provide 8tl equivalent amount of physically available water of such a 

quantity and quality as is muired to meet Landowner'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 COlsKtiMor or WUGT me unable to 

obtain a Designation or if Coordinator or WUGT fail to obtain or will not be able to 

obtain a Desigaation within six (6) months prior to the date Laudowner or its saccessors 

reasonably expeot to obtain W Plat Approval for any part of the Laad. Landowner 
shall retain all Irrigation Gtmdfkthered R i a  and Type 1 Ri@s appurteaant to the Land 
or phase ta be certifioated, Landowner or its successors wiu nom Coordinator of the 

platting thetine when the same is d&mnined by Landowner in its retisonable discretim. 

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 Central Arizona Groundwater Replenishment District. If Landowner 
chooses to extinguish any Zrdgation Grandfbkmd 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, WUCST shall have the 

exclusive option to purchase any such extinguishmeat credits resulting &om such Land or 
phase pursuant to this substdon for $100 per CI'Bdit to be paid to the owner of the 

credits. 
Coordinator or WUOT's inkzests in owning existing wells on the Land 

are primarily for groundwater uses unfil reclaimed water is adable as well as possibly 
converting the weU to a service area weU for use in water production for the CCgLN m. 

After Landowner or its dae;gee bave ceased farming a portim of the Land, and if such 

3.3 
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wells, tanks, pressurization sttuctnres or other water a p p u r t e ~ ~ ~ ~  are no loagtr needed 
by Landowner for uses cm or under the Lc&d, Landowner shall ttansfa and convey to 
Coordinator or WUGT at no cost to WUGT (or Coordinator) aay of Landowner’s 
tanks, pressurization stnictures, and otber water appurtenances of any kind or aature on 
such portion of Land that Coordhtor, in its sole and remonable discmtion. deems usefir1 

for WUGT, whether operational, abandoned, ag,ricubra.l or oihxwise. ]tn additioa if 
W G T  identifies existing well sites on h e  Land that WUGT deems usefd for WGT,  
md such existing well sites are not located within area identified in the current or any 
approved pmliminaiy plans as areas to be used fw entrances, entty m6numeiWion 02 

p U c  roadways, Landownex shall cause such well sites to be identified OP &e f h l  Plat 
ApproQal and dedicated to WUGT ia fke, j h e  of all liens, claims and encum-ces of 
any kiad or nature whatsoever. If WUGT selects an existing well site for uses identified 
at the beginning of this sub-section, and Landowder or its SUCCGSSO~S still wish to use the 

existing well, then Landownet or its successors will establish a customer account with 

WUGT whereby Landotvaer can obtain the water necessary to continua farming or 
raising of live stock, or for C 0 n s h C t i O R  uses in areas or phases of the Land tbat lsck a 

P- . wate~ system inclusive of hydcants at a specid 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 appmvat for the special agricultural or bulk rate, Coordinator will subsidize 
the Landown@ in this area Coordinator or PiTUGT shall be respaxible for the well site, 

weli replacement, and all wll opetation and maintenanee expenses. Any well sites, tank$ 
and pressurization struchves not traasfed to Cmrdinmr or WUGT are to be 
decommissioned at the Landowner’s expense. 

’ 

3.4 Both Parties acknowledge that until mlaimed water is available for the 

Land, groundwater from wells on the Land may be utilized The rate charged for the me 
of such groundwater for late fills is the ACC Tatiff rate set for reclaimed water. 
Coordinator will obtain an Tnterim Use Permit (“I”’) from ADWR on behalf of the 

Landowner or the Landowner’s homeowners association to allow the w e  of groundwater 

or alternative water source until reclaimed water is adable.  Specific identified costs 

associated with compl&g the IUP will be reimbursed by Landowner to Coordinator 

subject to Written documentation of such costs. Such costs may include engineering 

11 
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plans prepared by Landot.lroet’s engineering f h n  for the benefit of ADWR subject to 
Landowner’s prior written notice. The ongoing renewal costs and & reporting 

associated with the maintenance of the XUP shall be borne by the Lahdowner or the 

designated homeowners assooiation as appropriate. Upon agreement of the Parties, 
which will not be unressonaby withheid by Coordinator, Laadowner or its successor 
may submit its own IUP application at its o m  expense. 

3.5 Landowner tigrees to deed or cause the deeding by the record owner, free 
and clear of all liens and encumbrances, and at no cost to Coordinator, one twenty (20) 
a m  wwkwabr treatment Site for a Water Reclamation Facility cm’), as outlined in 
the h4AG 208 document filed by HUC on Msy 8,2006 and ai determined in 00nsuItation 
with Landowner, to Coordiaator or to HUC Mor to the filing of an Aquifer PTOteca’on 
Permit by HUC. If Landowner’s approved developmat master plan quires changes to 
the TKRF I d m  or plan, Coordinator shall seek approval for a0 amendment to the 

MAG 208 Plan consistent with b approved developmat master plan for the Land. If a 

L- 
site change for the WRF is required, Landowner rewgni.es Coordinator’s obligation 
under the preceeding sentence is contingent on the approved amendment of the MAC3 208 

Plan. As required for service to the Land, Landowner is responsible for dl costs related, 
if my, to provide that the actual footprint of the WRF (as located within the WRF site) is 
out of the floodplain prior to the filing of permits at Landowner’s request as necessary 

for the construction and dtimate operation of the W to serve the Land. Landowner 
acknowledges the 20 acres may require specific zoning and will use its best efforts to 

achieve zoning necessary h m  M&wpa County for the location and operation of a 

WRF. The Parties agme that the Utility Services for the Land m contingent on the use 
of this site as a WRF. If required to meet MAG 208 regional plan requirements, after the 

initial 20 acres are conveyed, and upon Coordinst6r’s request, Landowner shafl convey to 

Coordinator, or HUC or Coodinator’s nornitlee subject to the reqdmments of this 
Agreement, excess land in tbe amount of up to an additional 10 acres wntiguom to 
WRF site (the ’’8Xcess Land”) that is dso free and clear of all liens and encumbrances, 
mi Landowner will use its best efforts to achieve zoning necessary from Wwpa 

County for the location and operation of a WRF on such Excess Land Coordinator or 
HUC will have a0 option to putchase the Excess Land from the Landowner for a period 

12 
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of five years from the datc of signing this Agreement at a purchase price b a d  upon - 
Landowner's basis in the land at the t h e  of execution of this Ageement plus accrued 

interest fiom the dafe of this AgreemdnL The interest rate paid will bi: the Prime hterest 
Rate as established by Wells Fwgo Banfr or C W e  B& 89 de&&bd by L W w  in 
its misonable di&r&ion, C may exercise such optidn solely for pur@s& of 

locating and op&ating a WTP, WRF or Wastewater Treatment Plant on the Excess Land 
If the option is exercised for a WTP, then the u l l z l s e d  W"P laad referred to &I Recital I 
and Section 3.6 of this Agreement not 0th- used for such pulrpose shatf be returned 
to Landowner. The Parties firrther understand and agree that the tow amo\mt of land 
provided under this subsection, including any and all setbacks shall not exceed 30 acres. 
Coordinator or HUC shall grant Landowner an easement to use up to two of the four 

sides of the 350 foot setback within such 30 a m s  as Landowner quests, so long as such 
uses and easement are consistent with government requirements and HUC'a service 
obIigatians to its customers. Maintenance of the setback used by the Landowner is the 

responsibiiity of the Landomor. Coo-tor agrees that the acreage provide to 
Coordinator and IWC pursuant to this subsection is sufficient to satis@ any ADEQ or 
other setback requirements applicable to H I E S  wastewater keatmmt filcilities. 
Coordinator also agrees that the use of the acreage by Coordinator, WCIGT and/or HUC 
shall be Iimited to facilities and strudutes necessary for WUGT and/or HUC to provide 
water, reclaimed water aad wastewater services, including reclaimed water retention 
structures and SCADA towets not to exceed 100 feet unless otherwise agreed by &e 

Parties. The Parties acknowledge and agree that Coordinator, WUGT and/or HLJC m y  
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, or other 
unsightly uses, OT uses likeLy to be a nuisance to neighboring homeowners). In 
consultation with Landowner, Coordmator shall make reasonable efforts to design and 
amfive such SCADA tower to minimize disruption of development views or other 
hpacts on the Land In tbe event Coordiaator or its subsidiaries do not use the 20 acre 

WRF site for location and siting of a WRF to serve the Land, or in the event that 

13 
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Coordinator of its subsidiaries do not use the 3 acre W" site for location and Siting of a 

WTP to serve the Land, or in the event that Coordinator or its subsidiaries do not zlse the 

Excess Land for location and siting of a WRF &or WTP, them Cm&br sbdl 
reconvey such unused Land or unused portlon(s) of the Land to Landowner. 

3.6 & Landowner M e r  agrees, withkt 12 months of the cxmtion of this 
Agreement, or BS soon thereafter as is reasonably possibIe under applicable Arizona laws, 
and at no cost to coordinator to deed, firce and clear of all liens and encumbrances, a 
three (3) a m  water treatment dte ("WIT") to Coordiitot. or to WUGT in a location 
reasonably requattd by Coordinator M W G T  and approved in writing by Landowner. 

In the event HVC, WUQT andlor Coordinator faii to satisfy and/or meet 
any and all CC&N conditions or other re@atDry requirements, the land previously 
deeded for the unsuccessful WRF and/or W P  shall revert to Landowner, HUG, W G T  
andior C o o r d i i r  shalI deed such land back to Landowner within one month of 
Lanbmer's request fixe and clear of any and all encumbrances andor liens on such 
land. Coordhatm s W 1  execute any and al l  documents necessary to effectuate such 
reversion to Landowner. 

Payment CMiffationg. Landowner, or its assigns in title and/or mccesso~ in title, 
shall pay Coordinator as an acquisition, interest and financins fee as €bll and frnal compem& 'on 

3.7 

* 4. 

to the Coardinator in consideration for its services and p e # m c e  of its covenants and 
agreements contained in this Agreement, at the times spec%ed in this Agreement the total sum of 

podon of this sum unpaid at the time of f i d  plat approval for the partion of the Land affected, 

or sale of the Land or a portion of the Land by Landowner, whichever occurs later, adjusted 

u p d  based on a CPI Factor as defmd in this Agreemeat. However, if Nuicopa County 

requires a water andlor wastewater plant to be substantially complete prior to the issuance of a 

find Plat Approval reqwtd by Landowner, and only if Landowner has issued a SWN, the 

unpaid portion of the Landowner Payment for the EDUs in the plat sutxnhd by Landowner for 
approval must be paid no later than six months a f b  fbl Plat Approval. For ten 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 cJt&&'), with the Index fer the month the 

$5,500.00 per EDU in the Copperleaf development (the "@xb mer Pawnent") , with any 
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wastewater CC&N application i s  appmvd for Landowner's Land being treated as the base 
Index, plus two pexcent (2%). Afbr ten years fbllowing execution of this Agreeme&, the CPI 
Factor is defined 83 the Consumer Price 'Index - United States City Average - for All Urban 
Consumers and all Items published by tbe United S t a h  Department of Labor, b e a u  of Labor 
Statistics c-7, with the hdex for the month the wastewater CCgtN application is approved 

for Lmdownm's Land being treated as the base Index. The Parti- howe~er, further agree to 
renegofhte this CPI Factor in good faith h the event tkst it results h a Landom@ Pament h 
excess of related W c i n g  requirements. Efthe Index is discontinued or wised d d g  tibe tew 
of this Agreement, such other government index or cumpmtion witfi which if is repIacea shalt 

be utilized, and modified as necessary, to obtain substantially the same result as would be 

obtained if the Index bad not been so discontinued or revised. Por example, if the CC&N for 
wastewater is approved in Decem& 2007, and B portion of the Landowner Papent, $500 per 
EDU, is due id 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 w d d  be calculated 8s follows: 
$500 x 187.3/182.5 x 1.02 = $523.41 per EDU. l%e CPI Factor as limited above is only 
applicable to that particular unpaid @on of the $5,500 pet EDU base fee. The number of 
EDUs within the development shall be oalculated 8s follows: (i) each single family d M d  

EDU included in the final Plat Approval shall constitute one (1) EDU and (id) each net acre of 
commercial or industrial ptoprty included in the final Plat Approval shall constitute four point 

eight (4.8) EDUs. Following the last final Plat Approval for the h d  as d&mined 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 Coordinaior shall pay to Landowoer, as b crise may be, 

All of the portion of tlm 
Landowner Payments for water serviw under this Agretment are contingent on Coordinator's 
acquisition of W C  and W G T .  In the event that Coordinator is wable to acquire WMC and 
WUOT, the Parties agree that any paGents d e  into an escrow account will be immediately 
returned to Landowner, hclu&q accrued interest. Further, the Paaies undastand sad agree that 

amplaint has been filed agaht coordinator with the ACC under Docket Nos. Wb1445A-06- 

0200 alleging that certain 3nbtructure, Coordination and Finance Agreements executed by 

- the amount necessary to reconcile such Lmdamer Payment. 

0200, SW-20445A-06-02O0, W-204QdA-Ofj-O2OO, W63567A-06-2000 id SW-03575A-06- 
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Coordinator are invalid by Arizona law. In the event that the ACC determines that Cm&tctr's 
Inh-twe, Coordination and Finance Apemem rn ind id  or against the law, the Parties 
hereby agree to amend this Agreement to c o n f m  to any such decision i& by the ACC and 

doing so sfiall make best ef€orts to maintRln the substance (inchding all benefits and 
obligations) of this Ajpwment in any ammkd or restated agreement. To be effective, an 
amendment or restated a m n t  shall require the written consent of the Parties, in the event 

that such decision by the ACC materially alters the substance of the tramadion between 
Landowner and Coordinator, and precludes Cocrldinator &om fUHling its obligations or 

materially increases the costs to Landowner d e r  this Agreement, the Parties agree that thls 
Agreement may tKt voided and Coordinator shall mfhd any and all payments made under this 
Agreement to Landowner tbat m in excess of costs burred for services or construction to date 

as previously approved by ]Landowner which such costs shall not be more &an 15% of the 

Landowner Payments made to date if such ACC decision OODUPS prior to issuance of the SWN by 
Landowner. Such cos& masonably incurred for services or comtruction 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 b this Agreemefit with the County Recorder in a 

form appmved by Landowner and Coordinator sllall waive any and a l l  other claims agaiust the 

Land or Lmdoner under this Agreement in writing, except as otherwise allowed inan amended 
or restated agreement. To the exteat this Agreement is voided, Coordinator shal'l witttin 90 days 
deed and reconvey the WTP, WRF, md aIl well sites meived tiom Landowner, along with any 
and aU land previousfy deeded to Coordinator fbm tandowner, to Landowner b and clear of 
any and all encumbrances, liens and mstrictions, and the Coordinator shall reainr or assign all 
watet rights or extinguishment credits provided to Coordinator by Landowner pursuant to this 
Agreement, To the extent this Agreement is voided, C o o ~ E ~ t o r  shall return to Landowner 
within 90 days aU plans, documents and other materials provided to Coodimtor, WUGT or 
HUC by Landowner or created to design water, reclaimed water or wastewatex facELities to serve 

the Land, 
4.1 The following d e s m i  tbe timing of payments for residentid EDUs af 

$5,500 per EDU plus the Cfl Factor, if applicable. Until a Gnal Plat Appmval is 
received, residexilid EDWs am assumed to be at 3.5 EDUs per acre. Any additiohal 

16 
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amount due for the CPI Factor fcir ekh phase or portidn of the Land is pdd ag each phase 
or podon receives final PIat Apprcival, 
- Within 72 hours of the execation of this Agreement, the Laildowner will deposit 

in escrow 9;500,00 per EDU ($1,875,000 for 3,750 EDus at Copperleaf). AU 
$SOO.OO/EDU will be deased to Coordinator contemporaneously with the close 
of escrow for the purchase of WMC or, if escrow has already dosed, immediately 
upon deposit. If within seven (7) days of exewtiotl o f  this Agreement, 
Coordinator and WMC have not extxuted a purchase agreement for Caordinator's 
acquisition of TKNC, then Landownet's $500 per EDU payment Will be returned 
to Landownw, 

- Within 72 hours of the execution of this Agreement, L&wmr wil l  &posit in 
escrow $75.00 per EDU payment ($281,250 for 3,750 EDUs at copperleaf) for 
tbe May 8,2006 fiihg of &e MAt3 208 plan amendment. AU $75.001Ew Wiu be 
released to coordinatar contemporaneously with the close of escrow for the 

i Y 
Coordinator and WMC have not executed a purchase agreement h r  Coordinator's 
acquisition of W C ,  t b n  Lmdownds $75 per EDU payment wi l l  be returned to 
Landowner. 

- Upon the filing of the applicatian for a w&esvater C C W  by HUC, or upon 
&g of the ttpplication far an extension of WUGTs CC&N by WUGT, or witbin 
90 days of execution of this Agreement, whichever is later, Landowner will remit 
to Coordinator an a d d i t i d  $100.00 per EDU ($375,000 for 3,750 EDUs at 
Copperleaf). The CC&N applicaiions wil l  be prepated during the d Q p m  
period of the WMC acqui&ion and filed with the ACC within thirty (30) days of 
the closing of that transaction; 

- C u n t . e m p M l y  with the cbsing of the WMC tramdm this Agrement 
shall be recorded in the records of the Maricopa County Recorder, and will 
reference any portion of the Land mer which Landowner has exercised li 
purchase option and is the record title bldw, 

- Upon the ACC's fiad approval of issuaace of arl ACC decision granting andlor 
extendiig the CC&N of HUC to ins;lude the hd, and upon issuanoe of B final 
ACC decision granting an extension of WUGTs C m N  to include the but 
no earlier than January 1, 2007, $150.00 per EDU ($562,500 for 3,750 EDUS) 
wil l  become due and payable by the Landowner to Coordinator, 

17 
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- Upon the successll agproval of the MA0 208 plan tanendmat that iddides the 
Land, but no earlier than Jat~at~at~at~at~at~at~at~at~at~at~at~at~ 1,2007 $150.00 per EDU ($562,500 for 3,750 

, EDUs) will be due an4 payable by the Landrrwner to coordinator; 

Upon L~downer’s issuance of the ‘‘Start Wok Notice” (“SWN”), a desdpdon 
of which is set forth at Exbibit C trttached iiereto, the fiist of which shafl require 
the comtllencement of con~shuctio~ of facilities for 2,000 EDUs, $1,OOO,OOO will 
be due d payable by the Landowner to Coodinabr. The SWN shall beissued 
at Landowner‘s sole discretion. Landowner edges that Coo-r, 
through WWGT and WC, shall continue ta fhmcMly giwmtee tftat W G T  
and HCTC have sufficient fhncial msources to achieva substanthl oompfedon of 
the WTP and W, h c W g  any and aU water, reclaimed water, and waskwatt31 
treabnent plant, delivery facilities and Ems necessary for water, reclaimed water 
and WagteWBtet service to the Land within 18 months of the issuance of the SWN. 
CmI.dinator shdl be nxpired to m p t  Landowner’s SWN any time after any 
and al l  nece&ay p e d t s  have been issued and approved for tbe water, reclaimed 
water and wastewater fhdities. Lamiowner represmts tuld ~rrants  thas it wiU 
make reasonable efforts after the issuance of ]Landowner‘s SWN to pursae and 
obtain a final Plat 4 p v d  for a portion of the Land as determined by 
Landowner in its sole dhretion within 6 months of the substadel completion of 
both the WTP and WRF, or LmdutwnerwiU sell aportion of the Land to sbuyer 
who wiU do so. Coordinator plans to pursue obtaining permits and approvals 
necessary to bre under Interstate 10, or otherwise locate a pipeline below an 
available overpass, BS this would alleviate tho need to build a WRP nartb of 
Interstate 10 fir a number of years, tn the eyent the Goordicrsttot. is s u w s f u l  in 
receiving these permits and approvals, the Landowners of developments 
contemplated as Copped& Silva Water Ranch and Silver Spring Ranch may 
share the cost of the initial 2,000 EDU SWN fee based on the pro rata &me of the 
EDUs to be initially constructed within each development, If Landowner does 
not partidpate in the SWN filed by another landowner or developer within 
WUGTs or HUC’s C W  area, then Landowner’s first SWN payment is not due 
until Landowner or its ~ a c c e ~ ~ ~ r ~  request a SWN for the Offsite Facilities 
necessary to serve the Land. 

- 

Depending 011 the amount alresay paid by Lmdamer, the balance of the 
$5,500.00 per EDU bdowner  Payment, including CPI Index, if applicable, will 
be due and payable at d.re time of final Plat Approval for the number of EDUs 
withia the plat or sale of the Land of portion of the Land by Lmdomcr to the 
ultimate b&der/&veloper as reflected in a change in record title ownership of r2xe 
Land, whichever occurs Mer. Coordinator understmds ht Landowner inteads to 
sell tbe Land to other parties who will be the ultima% builderddevelopm of the 
bd. Coordiostor undetstawls that the b&mm of the Landovvaer Paymeat shall 
not be due until Landowner seb the Laad to another party aa reflected in the 
change in mod tide ownemhfp or upon final PIat Approval, whichever occurs 
lata+ As stated in Section 4 in this Agreeee3 ifMaricopa County requires a 
water andor wastewater plant to be substantiaiIy complete prior to a final Plat 

18 
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Approval requested by Landowner, and only if Landowner has issued a SWN, the 
unpaid portion of the Landowner Payment for the EDUS within the plat sb&xi 
by Lmdornw for a p p v a l  must be paid no later than six months after rinal Plat 
Appmval, With the mounts due for the fast final plat withia the Lmd, 

of 
EDUS at final Plat Approval against EDUs estirjaated and 5 ~ x 3  paid pursuant to 
this A p ~ n m t .  Eithrr the Coordiaator will pay the LandowneF or the 
imhvtm will pay the Codnator that Merexi& cohterhpoi’aneoll~ prith the 
final pamerit as t r igged by tbe final pMed parcel(s) of the Land. 

coordinator will true up any disesepaacy with respect to tbe actual 

c ‘.. 

plursuant to Section 4.3, Coordinator shall arrange for i n t e r e s t .  escto\lv 8ccdllIlts 

for tho* payments in this subsection that are to be pIaced in escrow, with the interest 
p i d  to Land- ifthe escrow is to be renvned to Landowner, Ekmw htbrest wil l  

otherwise be credited to reduce the outstanding baLance of the Landowner Payment due 
to Coordinatol. An example of how the Landowner Payment w d d  be calculated for lmd 
included in ?he CC&N with 2,000 reddentid EDU’s deve?oped in two phases of 1,000 

EDU’s each is: 
- $500 times 2,000 EDU’s or $1,000,000 is due 

signhg of this Agreement; 

$75 times 2,000 EDU’s or $150,000 is due to escrow within 72 hours of the 
signing of this Agmment for the May 8, 2006 filing of the MAC) 208 
application. $25 times 2,000 EDU’s or $50,000 is due to Coordinator witbin 
90 days from execution of this Agreement or conte.mporaneously with the 
closing of the WMC acquisition transadon, whichever is la&, 

escrow witbin 72 burs of 

- 

- $300 times 2,000 EDU’s or $2OO,OOO is due to Coordinatol. fir the filing of 
both tho application fbr a wastewater CC&N and the application, ifneces~ary, 
for expaasion of the water C M ,  or within 90 days of tbe execution of this 
Agreement, whichever is tater; 

- $150 timeS 2,000 EDW’s or $300,000 is dnt to Coordinator upon issuance of a 
find decision by the ACC approving the CC8tNs for both WUGT aad HWC, 
but no wlier than January 1,2007; 

- $150 times 2,000 J5DU’s or $300,000 is due to Coordinator upon EPA’s 
appmval of the MAG 208 plan ammbait, but no earlier than January 1, 
2007; 

$500 tjmq 2,000 EDU’s or $t,OOO,OOO is due to Coordiaatdr &om LaKlOwaer, 
or h & w n e r  and other participating landowners as descn’bed above in 
subsection 4.1, upon issuance of Landowner‘s SWN; 

19 
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- M,OOO pluS the CPT Factor 1,#0 fbd pktted mu's, or $4,~,ocjo 
plus the CPI to coordinatar at final Plat Approval for the first 
phase andor rd title ownenhip, whichever occurs later. If, 
however, Maricdpli CmnQ ri3qub-e~ B water and/& Waste- plarit to be 
subsmtia.Uy complete ~ A O T  to a End P f i  Approval reqtiested by Landomer, 
a& only if Landowner has hsued a SWN,  the payment obligation of 
$4,000,000 plus CPI Factor must be paid no later than six mondu after final 
Plat ApproW, and 

$4,000 plus the CPI Factor times 1,000 final platted EDU'q or $4,000,000 
plus the CPI *tor, is due to Coordinator at the final Plat Approval for tk 
second phase d o r  change in fecozd title ownership, whichever occurs later. 
If, however, Maricopa County mquims a watcr andlor wastewatet plat  to be 
substadally complete prior to a final Plat Approval quested by Landowner, 
and only if Landowner has i d  a SWN, the payment obligation of 
S4,000,000 plus CPI Factor must be paid no later than F& months d b r  iirtal 
Plat Approval. 

- 

4.2 For Commercial and indusfrial property, the $5,500 per EDU plus the CPI 
Factor, if any, at 4.8 EDU's per acre is due to Coordinator when tho County approves the 

"Commercial or Industrial Site Plan" and issues a building permit which the Parties 
expect to occur a&% residential final Plat Approvals surrodhg the site, and upon 
d s W o n  of al l  Contingencies and Ootzditiong set f d  in this Agreemeat. 

- An example of how this would dculate for a commercial or inbtrial sxtion 
of land with 30 net acres in size would be as follows: 

$5,500 plus the CPI Factor x 30 actes 4.8 EDU/acre or $792,000 is 
due and payable when the ComQ approves the Commercial or 
Itrdustriat Site Pian and issues a building permit 

The parties acknowledge that a d d i t i d  fees BS approved by the Parties or required 

and/or: authorized by a governmental agenoy except as otherwise prohibited herein will be 
bWed to the oomm- aad i n d d  end user based upon the ultimate use of the land 

and fixtures there~n. Fees payable to WUGT and HUC for on-site fiidities, pursuant to 
the Extension Agreements or a WUGT or HUC tariff, and reimbursement for certain 
costs and expenses incurred 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 acco~dance with the 
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Extension Agreements. 

4.3 Escrow. Account. Witbin three days of e x d o n  of this Agreement, 

Coordinator shall open an interest eaming escrow accamit with First American Title 
Insurance Company for the benefit of Landowner and Coordinator for Purgoses of 
accepting and disbursing any and all payments and refunds under the terms and 
conditions set forth in this Agreement, The escrow agent shall be Carol Petemon 
("Escrow Agent"). This Agreement shall coDstihlte an escrow agreement and instructions 
to E m w  Agent and all funds deP0s;tea with Escrow Agent shall be disbursed and dealt 
with by Escrow Ag& in &ct accordance with the fallowing provisions and the terms of 
this Agreement. Escrow Agent shall be mthorizedto make disbursements to Coordiaator 
and/or Landowner as provided for in this Agreement within five (5) days of Written 

request by such Party 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 tipplications for payment refating to reasonable and nwssary . 
construction costs for water, reclaimed water and wastewater facilities constructed 
pursuant to this Agreemen$ including (i) an itembation ofthe facilities installed and the 

mount incurred for each item of the work (with appropriate invoices and backup 
documentation), and (ii) necessary statutory H e n  waivers relating to the work. Escrow 

Agent shall disburse funds pursuant to a payment quest  by either Party as set hrth in 
this psragraph and under the tams of this Agreement unless and except to the extent a 
b l y  objection i s  made by the other Party. Any Party may object to disbursement of 
escrow h d s  if the Party beIieves in good Mth that such payment is not due md if such 
Party delivers to E s m w  Agent and all other Parties written notice of such objection 
within five (5) business days of the payment request, inchding 8 specific exphnation of 
the objection and an exptardon of why the Party believes the amount in question should 
not be disbursed under this Agwxnent. Any amount subject to an objection shall not be 
disbursed uulil the objection is resolved. Upon Escrow Agent's receipt of an objection, 
the Parties-shall meet within three (3) days and make go4 Eaith effxts 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 sball be resolved in s c c o ~ c e  with the arbitration provisions set forth in 
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Section 7 of this AgreemQlt. If the objecting party fbih to submit the matter to 

arbitration within that time period then the full payment requek shall be deems 

approved. If an objection is determined by the arbihtor to be invalid, &ea the objecthig 
paSy shall be responsible far any additional costs CmclUairig the Teasonable attorneys fees 
of the prevailimp party) resulting h r n  the delay in disbutsement of the e s w w  fimds. 

5. Use and S W e  of Water and Reclaimed Water Distribution Mains and Sanitarv 

Sewer CouRction Mains. Coordinator, from time to time may, at its own discretion and expense, 

decide to mersi& certain water dsttibution mains and wastewater collection mains to Service 

properties or planned developments not cumhtly contempkited w i t h  the scope of t i i s  Land. 
Any and all cost o f  over sizing these lines will be at the sob cost of Coordinator, including any 

and all engineering or othet costs incmed by Landowner as a result of such over sizing. 
Laadowner unhrstands and agrees that it must use and accept reclaimed water distribution 
maim to the Delivery Points agreed to by Landowner and identified in Exhibit H, Each section 

of land will requim a water storage kZty or a retention lake structure for irrigation of no less 
than one (1) acre developed in accordance with standards established by Coordinator in locarions 

approved by Landowner and at tandowner’s cost. Laudowner may reasonably consolidate or 
divide the tequired water storage fkdily capacity and inigatioa requirement in this Section in 
any localion within the Land consistent with Landowner’s development plans. Coordinator’s 

responsibility is to omsee the construction of reclaimed water distriiution mains is limited to 

only one point of storage as contemplated on Exhibit H. 
6. Reclaimed Wafer Availability. chxdhtor  and its subsidiaries agree to make 

reclaimed water available for purchase and use within 1330 Land approximately equal to the 
amouut of wmteswter generated within such Land, Any excess reclaimed water not purchased 

by Landowner or its successors within any month belongs to the utility provider for reuse, 
recharge and/or discharge. 

Bindina Arbitration. Any wntruvemy, dispute or clsim (a “Claim”) atising out of 
or relating in any way to tbis Apement or any other agreement or instnunent delivered in 
connection with this Agreemeslt, or the transactions arising here uuder OS there under that cannot 

be tesolved by negotiation (other than d o n s  for specific perfofinance or any otber equitable 
remedy) shall be settled exclusively by a binding arbitration (“,Arbitratio$), conducted by a 

7. 
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single arbitrator (the "&bitratof) chosen by the Pllrties 89 described bloW. Tire &itration sWl 
be expedited d Wl be condwtixi in gcwrdgnoe Mth  tbe following de.$: 

Initiation of Arbitration. Tbe M i W m  shall be bitiated by e i t k  party 

delivering to the other an Arbitdon Demand. Such demand shall be sent by hand- 
delivery or certified mail, rem receipt tequtsted. Tbe Arbitration Demand bust 
contain a list of the Claims upon which arbitration is requested, 8s well as a statement of 
the claimant's basis for bringing the Claims, 

7.1 

7.2 

with the A3.S. 

Governing Procedures. The arbitration W be conducted in a c c - d c c  

8 12-1501, et seq. and the Commerd Arbitration Rules of the 

c 

American Arbitraton Association. 
7.3 Appointment of Arbimr. 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 Arbilmtor willing to serve, then, d e s s  

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 a l l  chosen A r b i i r s .  

7.4 Qualifications of A.MmtoOr. The Arbifrator shall be neufral and impartial, 

and knowIedge&le in the mas of public utility service and/or real estate development. 

7.5 Compensation. 

Preliminary Hewing. Within iifteen (35) days after the Arbitrator(s) has 
been appointed, a preliminary hearing among the Arbitrator@) md counsel for the Parties 
shall be held for the purpose of developing a plan for the management of the arbitration, 
which shall then be memaialized in an appropriate d e r .  The mafteffs which may be 
addressed include the following: (i) definition of issues; (ii) scope, tiniing and types of 
discovery, 3f anx (iii) schdde and pIace(s) of hearings; (iv) setting of othm timetables; 
(v) submission of motions and briefs; (vi) whether and to what extent expert testimony 
will be required, whether the Arbi-r should engage one or more neutral experts, and 
whether, if this is done, engagement of experts by the Parties can be obviated or 

minimi-/ed; (G) whether and t6 what extent the direct testimony of witnesses will be 
received by affidavit or Written witness statement; and (viii) any other matters which may 

p r o m e  the efficient, expeditious, and cost-effective conduct of the p d g .  Any 

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

7.6 
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procedures outlined in &e preliminary heating shall require the &bibation hexing to be 
conducted within 60 days of the p w  hearing date. 

7.7 Fidal Award. The Arbitrator ShaEl promptly (but, in no event later: thaa 
twenty (20) days follotiriag the conclusion of the proceedings or such longer period as the 

P d e s  mutuaUy agree) d&xsr&e the claims of the P d e s  and rendeE a final award in 
writing. The Arbitrator may award the prevailing party in the proceeding all or a part of 
such party‘s reasonable attorneys’ fees and expert witness fees, taking into accounf the 

final result of arbitration and other releveint factors under Arizona law. The Arbitrator 
shall not award any punitive damages. The Arbitrator shaU assess the costs of the 

pmoeedings (including, without limitation, the fees of the Arbitrator) against the Wn- 
prevailing party. Tbe Arbitrator‘s final 6ward shall be binding and enforceable a g W  

the Parties. 
8. Insurance, Coordinator shall include Landowner as an “additionaI 

insured” in all forms of liability insurance obtained or maintain4 by Coordinator and its 
subsidiaries, and theit contractm, applicable to tEbe mnstruction, instalation and maintenance of 
water, wasixwater and rtscIaimed water hfhstn%ture financed by this Agreement or placed 
within the Land, WTP site, WRF site or well sites included m this Agreement. Coofilinaor shall 

defend, i d e m  and hold Landowuer and any and all of Landowner’s affiliates, subsidiaries, 
successots, and/or related entities, M e s s  for, from and against any and all liabilities, claims, 
damages, losses, costs, expenses (including, but not limited to, attorneys’ fees), injuries, wuses 

of action, or judgments for bodily hjury or dedh or damage to property occasioned, cor~triiuted 
to or in any way caused, in whole or in paa, by ~rdirutor ,  fIuC and/ot W O T ,  and their 
agents. employees, c~nsultants, e@n.em, or wntmcbrs and which arise out of or are reMd to 

the performance of this A g m m t  by Coordinator or its authorized agents, employees, 
coI1sultants, engineers and/or contractors except for those arising from the negligence or willfnl 

misconduct of the Landowner, its agents, employees, coasultants, engineers, andor conrractot~. 

Coordinator‘s duty to indemnify Landomex! shall extend to all construction activities undeaaken 
by Coordinator, WUGT and HUC, and their con(ractors, subcontractors, agents, and employees 

in the pedormmce of or related to this Agreement This indemnify clause shall apply solely to 

the extent that such cfaim, demand, liability and/or e x p e  is attributable to the negligent 
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actions or inaction of Coordinator, WWGT and HUC. and/or their con& subconmts, 
consultants, engineers, agents and/or employees. 

Coordinator shall require HUC's and/or WOTs OontractOIs and/or subcontractors to 
carry and maintain, at Coordinatar's sole cost and expense, d ~ g  the duration of constructtOn of 
the water, reclaimed water and wastewater facilities plus an additional two years, no less than the 

following coverage and lithits of insurance: 
lil Worker's Com~ensatl -oh and EmuloYer'a Liabiliw (a) Worker's 

Compensation coverage as required by law, aad @) EmpIoycr's Liability wii% lidlits of at least 
$I  ,000,000 per OCculTence. 

ri) Business Auto mobile Liability for Bodih laim and Pruoertv Damaae: 
$1,000,000 per occurrence, including coverage for all owned, rim-owned and hired vehhles, 

@i) Comereid Gmeml Liabilitv for Bodilv .Iniurv and probertv ,Damwe: 
$3,000,000 general aggregate, $l,OOo,OOO per ocuurenw. Unless otherwise agreed by the 
parties, the general liability policy shall include a broad form cotnprehensive liability 
endorsement that includes covepage for Liability asmed under any oral or written contract 

relating to thh Agreement, and alsa including: (a) brod form property dimage liability 
coverage; and @) premises-optiom coverage; and (c) in+ndent contraotor coverage (for 
liability may incur as a result of the operations, acts or omissions of Coordinator's contractors, 
subcontractors, suppliers, and/or their agents or employees). The commercial generat liabiity 
burance required pursuant to this Agreement shall name t a n d o m a  and/or any other 
Landowner entities designated by Landowner BS an additional insured; (b} apply severally to the 

p d e s ;  (c) cover Landowner and atliliated entities as iasureds in tho same mmwr 8s if separate 
policies have  bee^^ issued to each of tha (d) include a Waiver of any and all subrogation rights 

against Landowner and aDiliated entities; and (e) be primary insurance witk any other valid and 
collectible insurance available to the aforesaid additional insureds constituting excess insurance. 

Professional Em rsmdorms * $ions Liabili@9 of not less than $1,000,000 

per occurrence .from CoordEnator's, HUCs and WUGTs Pmject engineer. 

Other Insuranoe a An umbreih or other policy as determined appropriate 

by Coordinator in its reasonable discretion. The above coverage amounts may be acbieved 
through the use of o m  or more umbrella poiicies. At the time of this Agreement, Coordinator 

{iv) 

(v) 
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holds an umbrella liability inman& policy of $10,000,000. Coordinator shall maintain such 
poljcy or an equivaient policy during the term of this Agreement. 

The poficies required pursuant to this Agreement shall not be revised, canceled or 
reduced until at least thirty (30) days’ written notice of such revision, CanCeIlation or reduction 
shall have been given to Landowner, q d  rmtil a r e p b e a  policy is in effed that provides the 

coverages required in this Agreement. The policies required pursumt to this Agreement shall be 
issued by an insunme company W is authorized to transact busiri&s in the Shte of Arizona 
and that has a c m a t  rating of A-W or better in Best’s hswmce Report. Coordinator will 
provide Landowner with codinnation of the above insirnusce from Coordinator and any and all 
e@neeis, con~ultants, contractors and suWntrmtors, prior to oommencernent of c~nstructio& 
including copies of iaswrance certificates, ridem and endorsements - 

9. No Partnershig. Coordinator is acting as an indqxsdent contractor pursuant to 

this Agreement. Nothing in this Agreemmt shall be interpreted or construed (i) to mte an 
association, agency relationship, joint ventrue, or partnership among the Parties or to impose any 

partnership obligation or liability upon either party, or (ii) to prohibit or limit the ability of 
Coordinator to enter into similar or identical a g r e e &  with other landowners, even if the 

activities of such landowners 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 si* (60) days, as to 
non-monetary defaultsr, following receipt of written notice from Coodimtor specifying 

the particulars in which a &fault is claimed unless, prior to “pimtiion of the applicable 
grace period (thirty (30) days or sixty  (60) days, as the case m y  be), such default has 
been cured. 

10.2 CoordinatoI shall be deemed to be in material default under this 

Agreement upon the expiration of thirty (30) days written notice of the failwe to Nfill its 
obligations hereunder to timely provide the services and to timely commence and 
complete construction of facilities described in this Agmment, including the provision of 

Utility Services by WUGT and KUC, and the failure to fid.tiU its h c i a l  guarantees that 

WUGT will have sufficient fhncial resoltrces far the provision of water utility sentice to 
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the Land and that HUC Witt have sufficient financial resources for the provision af 
reclaimed water service and wastewater utility service to the hd, and any other materid 
brcach of this Agrsement by t2mrdh-r. 

10.3 In th0 event either party to this Agreement is in material de&& under this 
Agreement, the pvisions hereof may be enforced by any rernedy p&ftxl by law for 
specific performance, injunCtive, or other equitable remedies in addition to any other 

remedy available in this Agreement, or at law or in eqaiv. In this regard, in the event 

Landowner fails to pay any amount as and when dua, which failure is not cured within 

thiay (30) days after notice thereof in eccordance with the provisiom of sbbsection 10.1 

above, such dekqbent mounts shall bsar intukst at the rate of Wteen percent (15%) per 
mum fbm the due date mtiI paid. Similarly, Coordinator shall pay ixketp;st at tha rate 
of fifb-xi percent (15%) per arllrum from the date of accrual on any damages caused 
Landowner or h successors by coordinator or its subsiditiries’ material b e h  of this 
Agreement. 

10.4 In addition, to the extent such suns re& unpaid fotlowing such thirty 

(30) day period, Coordinator may then and only then olaim a ContraCtuBf lien for such 

sum, together wifh interest thereon as set forth above, wMch may be fom1ctsed a&t 

only that portion of the Land owned by the defhdting landowner which is the subject of 

such default in tbe m e r  presaibed 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 meam by which Coordinator may claim any type of lien on 
the land, and the Pard- agree this Agreement or services provided pursuant to it are not 
liens or s e d  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 m a f e d  deWt and recording of a notice of claim of lien, which shall be 
retroactive 83 of the date of the recording of this AepeMnent Landowner consents to the 

recording of this Agreement with the county recorder’s oEce upon Cootdinatois 
acquisition of WMC and W G T  as set forth in section 10.7 below. Coordhat.or agrees 

that 85 and when portions of the Land am sold, the obligations hereundez shall be 
b i i @  based on the land area sold and each new landowner shall be soIeIy (and not 
jointly) respodble for al l  sutlls owed with respect to the land areas that it o w  and stball 
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not have any obligation or liability for the faiiute of any other owner of any portion of the 
Land and that the current Landowner shall be M y  released f b m  any and all such 
obligations. En tbe event Coordinator defaults (following notice and opprtmity to cure 

as set forth herein) on any of  its obiigstions under this Agrement, including its fhncial  
guarantee that W G T  or HUC will have sufficient financial resources to pmvide water, 

reclaimed water and wastewafer service to the Land as descr i i  herein, then Cooxlbator 

shall record a release of this Agreement and waive any and all other claims against the 

Land or Jkrhwner as set forth below. Cootdinator shall execute and record such release 

within thee (3) days of a writttn request fkom candowner in a form approved by 
Landowner. 

10.5 Coordinator has provided to the Landowner a letter from the Coordinator's 
financial institution co-g that the Crsotdinator through its investor and barlk 

relationships has access to sufficient fix& necesspqy to comtmct &E water, reclaimed 
water and wastewater mfiwhwtwe, including the Off-Site Facilities, in order to provide 

the Utility Services. Upon issuance of the SWN by Landowner, CooI.dinator sball place 
funds in an escrow account es set forth in Section 4.3 equal to the one-half of the total 
amount of the CoIlSbruGtion costs for all water, redaimed water and wtewater facilities 

necessary to provide water, reclaimed water and wastewater service to the Land. As set 

forth in section 4.3, Coordinatot shall be entitled to withdraw funds from such e m w  
account solely for purposes of paying for reasonable and necessary construction costs. 

Subject to the limitations 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 sball be a lien against the Land for which such payment is due that 

the P d e s  agree shall then relate back to the date upon which an executed copy of this 
Agreement is recorded in the Maricopa County Recorders Office dong with a document 
entitled P r e ~ ~  Notice of Contractual Lien which sets fork 

10.6 

i. The name of the iien claimant; 

ii. the name of the party or tben owner of the pperty or interest against 
which the lien is claimed; 

iii. and a desdpdon of the p r o m  against which tsre iien is claimed 
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Coordinator shall not tecoIzl a Prdimhry Notice of Contmct.ud lien or otbw sirnilat 
document untU at least thirty (30) days after notice of Landowner's material defalllt BS 

provided in Section 10. I above. 

10.7 Coordinator urdexstands that Laadowner holds certain optiom to purchase 

the Land as described in Exhibit A-1 in phases and that in the event Landowner bas not 
yet closed on its purchase of my portion of the land subject to this Agreement, 

Coordinator may not record this Agreement with the W m p a  County Recorder a g a b t  

the land or any portion of the Land which is the subject to tandower's option until (a) 

Landowner has exercised its option and ctosed on its purchase of each portion of the 
Land and assumed M0 or (b) the current property owner has cownted in writing to 
recordation of this Agteemeat against the land. Coordiitor may not record this 
Agreement against any portion of the Tad as described on Exhibits A and A-1 until 
Coordinator closes on its pwbase and acquhition of WMC and WUGT. Landowner 
consents to the rsxording of this Agreement against the Land described on Exhibit A with 
d e  county recordex's of&a U ~ R  closing of Coo-or's acquisition of WMC and 

WUOT, Mitten notice of which shall be given by Coordinator to LaTldowner not less 
than two (2) days prior to such acguisition 

The lien authorized in this Section 10 shall take effect only upon 

recordation of a claim of codtractual lien as limited h m h  above and as described below 
in the oEce of the Marimpa county Recorder by coordinator; and shall relate back to 
the date when the Preliminary Notice of contractusl Lien and executed copy of the 
Agreement were recorded, as set forth in subsection 10.6 above. The lien amount shall 
be only that mount not paid by Landowner in accordance wih the terms of &is 

Agreement at the time the lien is recorded, and shall not include any fpture Landowner 
Payment amounts. Such lien shall apply ody to those poaions of the Land far which any 

such payment is due. Coordinator ackmwledges and agrees to work with the Landowner 
or i ts  succes~ors and their lendem ta facilitate fhncing. Coordinator shall give written 
notice of any such lien claim. The Notice and Claim of Contractual Lien shall include 
the following: 

10.8 

(i) 

(ii) 

The name of the lien claimant 

The name of the party or then ownet of the property or interest 
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agaiost which the h is claified 

A description of the property agaiast which the lien is claimed. 

A &scri.ptloru of the d&dt or brieach that gives rise to the claim of 
Em and a statement itemizing the a m o ~ n f  of the chiin. 

A statmknt that the lien is claiined pufsuant to the pmvisions of 
this Agmment and reciiing the date of recordatidn and reco~Ier's 
docunent number of this Agrement. 

The notice shall be acknowledged, and after recordation, a copy 
sM1 be given to the persot@) tigabst whose propertjt. tbe lien i s  
claimed in my manner prescribed uader S d o n  21 of this 
Agreement The lien may be enforced in any manner allo~~kcl by 
law, including without limitation, by an action to foreclose a 
mortgage or mechmio's lien d e s  the applicabb provisions of the 
laws of the state of Arizona 

10.9 If the hdowner (i) places fimds in rho amount due Coodintitor into an 
escrow account or posts either (ii) a bond executed by a fiscally sound cotprate surety 

licensed to do busiaess in the State of Arizona, or (iiii an irrevocable letter of credit from 
8 nqmfable financial imtibtion licensed to do business in the State of Arizona, which 
bond or 1-2 of credit (a) names Cootdinator as the principal or payee and is in farm 
satisfactory to Coordinator, (b) is in tfie 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 f a  
judgment entered by the arbitrator, then Coordiriator shall mxrd a release of the lien or 
take such a c h n  as m y  be m d l y  required by a title insurance company reqiestexi to 
M s h  a policy of title insurance on such property to delete the lien as an exception 
thereto. Landowner shall post the funds, bond or letter of cfedit by delivery of same to 
Coordinator, escrow or arbitrator as detemSmd by Landowner. All costs and expenses to 
0bta-i.n &e bond or letter of d i t ,  and all reasonable costs aad expenses incurred by 
coordinator related thereto, shall be borne by Landowner, unless Landowner is the 
prevailing party in any litigation challenging the claimed lien and, in that event, all such 

costs MI be born by Coordinator. 
10.10 Upon Coordinator's material default of it$ obligations under tbis 

Coordinator shall (i) record a "fd satisfaction and releaise" of this Agreement, 
Agreement and any outstanding lieno with the !+4xicopa County Recorder, (ii) sbdl 
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confjzm in writing the satisfacton and release of the Agree- to all  &e? Parties at 

Landowner’s itquest, (iii) shall within 90 days of S U C ~  material default return to 

Landowner all Landowner Payments made to date by Landowner iil excess of costs 

incurted to date by Coordiaatcir as previously apprdved by Lmdomer with sbh 
a p p v d  not beiig unreasonably wiihheld, and (iv) shall within 90 days return to 

Landowner ail plai~~ ,  documents, etc. provided to Coordinator, WUGT or HUC by 
Landowner or created to design w e  or wastewater facilities specifically to serve the 

Land. Itl the event Coordinator materially defaults on its obligations under this 
Agreement, Coordhbr shall t e h d  al l  Landowaer Payments in exces$ of costs ineurmi 
to date by C o o r d a  under this Agreement as previously a p p t ~ e d  by landowner with 
such approval not being umeasoaably withheld. In thst event, any and all amounts 

remaining M the escri3w account provided under section 10.5 shall be released 

immediately to Landomer as partid or fuIl payment of such refund obl.i&on. Ihe 

r e h d  obligation shall be limited to the total mount of Landowner Payments made 

under this Agrement plus accrued interest with the remaining balance of the exrow 
including accrued interest to Coordinator, In the event coordinator materially defflults on 
its obligations under this Agreement, Coordinator shall assign to Landowner all water 

rights, interests and extinguishment credits resulting h m  the Land M obtained f b m  the 

Laadowner. In the went of a d e W  by Cootdiar,  Landowner reserves the right to 

pwsue any and all legal rights, damages and remedies against Coordinator for such 
default. All land deeded by LM~OWIEI to Coordinator shall be mriieyed by 
Coordinator to Landowner as provided elsewhere in this Agreement. 

11. Non Issuance of Water and Wastewater C C&N Exmioq. IB tEae event that 

Coordinator or HUC bugh best efforts are unable to obtain all of the necessary approvals from 
the ACC, MCESD and ADEQ within twmty-€i~ur (24) months of the execution of this 

Agreement with respect to the water, mlaitned 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 wastewitex senriwes without recourse to either 

party. In the event of termination of the wastewaeer portion of this Agreement and excluding the 

CPI Factor, Coordinator shall ~ w v e  or muse to be removd any registration and/or recordation 
of this Agreement with Marimpa County as reasonably reqnested by Landowner and waive any 
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lien rights it may have under this Ageeinbnt for $3,000 pef EDU of the $5,500 ~ 6 % '  EDu 
contemplated iri this Agreemat for reclaimed water aQd wastemter serviced. The Paitbs agree 

to execute flecessslly amendnlents to this Agreement in the eveht of teimination of the 
wastewater portion Of this Agreement. In lhat eve@ Lmdowner's payment obligations uuder 
section 4.1 above shall be r e d u c e d  in proportion to the reducd6n of the $5,500 per EDU 
payment under Section 4.1 abve to 32,500 per EDU for water service, which includes 
Landowner $500 p a  EDU payment noted below. For example, upon issllanca of the SWN for 
2,000 EDUs, Landowner's payment obligations will be r e d d  to $225 times 2,000 EDUs or 
$450,000 upon issuance of the SWN. Further, in ihe event that the ACC, ADEQ andor 
Maricopa Comfy issues my ruling or decision dinying HUC mpmxssary regulalory approvals 
to p d d e  wastewater service to the Land, and provided that such decision or rulfng is not as a 

result of the actions, condkt, or inactions of Coordinatdr aad its related entities, Cootdinator 
shall be entitled to retain $SOO/EDU of tbe payments made under &on 4.1 as of such date for 
water service on the condition that WUGT bas obtained a final ordw from the ACC approt?ng 
the CC&N exteasion to include all of the Land, and Coordinator shall refimd my and all 
re- amounts of Landowner Payments made to date &r 4.1 to Landowner within ten 

days of such final decision or ruling add transfet and assigu any and all  plans, studies, etc. to 
Landowner. If the Laadowner Payment has been adjusted pursuant to the CPI Factor descnied 

in section 4 above, then the adjustment shall be applied prci-rata to the wabr 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 CCgtN to include d of the Land or other necessary governmental appvds  witfi;n 

24 months fbr providon of water service to the Land, then Coordinator shdll remove or c~alse to 

be removed any registration andor readation of titis Agreemeat with Maricopa County 

affecting those portions of the Land as reasonaMy reguested 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. Id the went tbat the ACC, ADEQ and/or Maricopa County issues 
any ruling or decision denying WUGT any ne- regulrttory appvds  to provide water 

service to any portions of &e Land, and provided that such decision or raling is ltot as a result of 
the SctiOns, conduct, or inactions of Coo,rdinator and its related edies, Chrdmbr - mbe 
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entitled to retain a propoitional shate of $SOO/EDU of the papeats W e  under’ section 4.1 

equal to that proportion of the Land included within WUGTs CC&N and that portion of the 

Land for which WUGT Is a u t h b d  tb provide water sbfvice, aad Cdardinator shall refund any 

and all remaining amounts of Landowner Payments made to date mder 4.1 to Landowner wit%& 
ten days of such final decision or ruling and tra11~f6r and assign any and all p b ,  studh, etc. to 
Landowner. If the Landowner Payment has bfxn adjusted pursuant to the CPI Factor described 
in section 4 above, then the adjustmht Shall be applied pm-rata to the water and wastewater 
servioes allocations in this Section. 

12. Attontevs’ Fees. If ‘any dispute a&es out of the subject matter of this Agreement, 

the prevailing party in such dispute shall be d t I e d  to mover fibm the other party its reasonable 

costs, expenses and attorney’s fees inFurred in litigating, abi-g, or athenvise resolving such 
dispute. The Parties’ obligations under this Section shall survive the closing undu this 

Agrement. 

Amlicab1.e Law. Vme:  Jurisdicticq. This Agreement shall be governed by and 
UJ~ISW in accordance 4th the laws of the State of Arkma, notwi- any h n a  or 
other conflictsf-law provisions to the contrary. The Parties c o m t  to jurisdiction for purposes 
of this Agreement ia the State of Arizoaa, and agree tbat Mariwpa County, Arizona, shall be 
proper venue for any action bmught with respect to this Agreement, Acts of the parties heretu 
shall be excused during the period of intimenkg acts of God or other force majeure events not 
attributable to the nonperioming Party. 

13. 

14. Internretation. The language in all parts of this A m e n t  shall h all cases, be 
construed as a whole according to its fair meaning and not strictly for nor against any party. The 
section headings in tbis Agreement are for convenience only and 8re not to be co& as a part 

here& The Parties agree that each party has reviewed this Agreement and has had the 
opportunity to have couflsel renew the same and that any rufe of coo9fflzctioI1 to the effect that 
ambiguities are to be resolved againSt the draRing party shall not apply in the inte.rpreWion of 
this Agreement or any amendments or any exhibii thereto. Except where specifically provided 
to the con-, when used in this Agreement, the term “incIudii’ shall mean without limitation 
by reason of enmeratioa All pronouns and any vadatiom thereof sWl be deemed b refix to 
masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entityo 
may require, 
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15. Most Favored Nadoa Cciodimtor agrees that fbr the CC&N exphiba and 
CC&N extension cuntemplated to commence in thje Jtdy 2006 W e h e  in the West of tbe 
Hassayampa River, that if the Coordinator enters into an I.&a&ucture Coordination Fhance end 
Option Agreement or an agreement with Similar terms with mother landowner &at lies Within 
the CC&N area of WClT and HUC as extended (with the exception of Belmcmt), the 

Coordinator will not provide pricing, teams, or conditions more fivorable to that landowner than 
provided hemin to the Landowner, unless Coordinator ameIlds this Agreement with the Written 
consent of Landowner to include such prioing, terms, or conditions so that this Agreement is at 

least as favorable to the Landawner as the pfichg, terms, and conditions a f f d  to the other 

landowner. 
16, Counkparts. ' h i s  Agreement shalt be effective upon execution by all  Parties 

hereto and may be executed in any m b e f  of counterparts with the same effect as if aII of the 

Parties hab signed the same document. All counterparts shall be consttued together and shall 

constitute one agreement, 
17. This Agreement constitutes the entire integrated agreement 

among the Parties pertaining to the subject matter hereof, and supersedes dl prior and 
contemporaneous agreements, reprp;sentations, and umkMmgs - of the Parties with respect to 

such subject matter. This Agrement may not be amended except by a written instnUne nt 
executed by all Parties hereto. 

Additional Instruments. The Parties hereto agree to execute, acknowledge, and 

&liver to each other such other documents and instruments as may be masanably necessary or 
appropriate to evidence or to carry out the terms of this Agreement 

18. 

19. Severability. Every provision of this Agreement is intended to be severable 
except as otherwise provided in thjs Agreement. If any term or provision hereof is illegal or 
invalid for any reason whatsowex, such i U @ i  or invalidity shall not &t the validity or 
legality of the mminder of this Agreement. 

Every recitaI set forfh herein above, exhibit, 
schedule and otber appendix attached to this Agreement and referred to herein is hereby 

incorporated in this Agreement by referam. 

20, IncortK>rati on bv Reference. 

21. Notices. Any notice, payment, demand or communidon required or permitted 
to be given by any provision of this Agreem& shall be in Writing and shall be delivered 
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personally to the parts to whom the same is ditected or sent by registwed or certified mail, mtum 

receipt requested, addressed to the addresses set forth on the signature page he-. Any such 
notice shall be deerned to be delivered, given and ieceived fbr all purposes upon actual at 

the addresses noted below. 
Any notice sent to Coordiaator shall be sent to. 

Cindy Liles 
Gtobal Water Resources, LLC 
21410 N. 19& Avenue, Suite 201 
Phoenix, A r i z a ~  85027 

Any notice sent to Landowner shall be copied simultanmwly to the following persons: 

Mark C. Brown, 
8540 E. McDcjW%il Road, #90 
Mesa,AZ 85207 
F a  (480) 380-0040 

Rick Jellies 
The Lead Group 
21 5 1 E Broadway Road, Suite 203 
Tempe, AZ 85282 

, 

Fax: (480) 557-7772 

Mikechant 
Todd C. Wiley 
Gall~ghm & Kennedy 
2575 E. camelback Road 
Phoenix, Arizona 85016-9225 
Fax: (602) 536-8500 
22, Bindinrr E f f i t  Partial Releases. This Agreement shall be binding upon and inure 

to the benefit of the successors and assigns of the zespectlve Parties. This Agttxma wnStiMes 
a covenant nrnning with the land, shall be binding upon the Lmd for the benefit of Coordinator 
and Landowner and their s~ccessors and assigos and any person acquiring any portion of the 
Land, upon acquisition thereof', shall be deemed to have ass& the obligations of Landowner 
arising fiom this Agreement with respect only to that podon of ths Land acqukd without the 

necessity for the exwution of any separate instrument. If phases and/or parcels within the Land 
are sold individually, Coordinator wi l l  ensure that at such time as the Landowner Payment has 
been paid in firIt for that particutat phase ador  parcel, Coordinator shall mod such documents 
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as are reasonably requested to reflect p in fidl ?%r that partidm phzise andlor parcel, 
without releasing the Agteerne~ fiom any other partiOn of the Laid far which the Landowner 
Payment has not been paid in firll. It is the intent of this Agreement to record ang release or 
waiver document as quested which ~ e l a k s  to pcels and or plats that are paid b 111. 

ISignatures are on the following page.] 

';I 

... . . 
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IN WITNESS -REOF, the Parties have entered intb this Agrement as of the date 
first above written. 

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

Global Water Resources, LLC 
21410 N. 19* Avenue 
Suite 201 
Phoenix, Arizona 85027 

LANDOWNER: 
First AmeTican Title Inman& Company, a 

California corporation as trustee under Trust 

First American Title Insurance Company 
Trust Deparfment 
480 1 East Washington Street, 
Suite 140 
Phoenix, Arizona 85034 
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STATE OF ARIZONA 1 

county of h!farimp& 1 
) 5s. 

on J* \\,- P before me, 
, a Notary Publia in and for said sWe, personally 

the basis %&~.oIY e$dence) to be the p o n s  whose names are subscribed to tbe within 
instnune3lt and achowledged to me that hey ex&xitd tk same in their wthoM capacities, 
and that by their &gnatures on the instrUaient, the persons, or thrt entity upon behitlfof which the 
aersons acted. executed the hhmen t  

u M . t l  4 , personally known to me (or proved to me OR 

r -- 

WITNESS my hand and official sed. 

My Commission Expires 

STATE OF AIUZONA 1 

County of Marimpa 1 
1 =. 

on 7- 7-0c before me, 
, a NOW pui& is for said state, personally 

p m U y  known to me (or proved to me on aPpeared%iH &pr'uu ,/nLr+n-1R'op , 
the basis of satisfactory d&&nce) t6 be the persons whose names are subscribed t;o the witbin 
instrument and scknow3adged to rrlB that they executed the same in their authorized apacities, 
and that by their signatum on the instrument, the persons, or the entity upon behalf of which tbe 
persons acted, executed the instrument. 

rc 
GIA-rrtrs n--&L-i/ 

WITNESS my hand and official seal. 

N o w  Public in and for said State 
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PARCEI NO, 3: 

AS TO AN UNDIVIDED 76.4% INTEREST 

Thl3 NORTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSflIp 2 NORTH, 
RANGE 6 WEST OF TKE GILA AND SALT RIVER BASE AND klI3UDIANs MARICOPA COUNTY, 
ARIZONA. 

EXCEPT & NORTH 262.91 FEBT OF THE SOUTH 30326 F&BT OF TH6 EAST 154.00 FEBT OF 
THE NORTH W OF THB SOUTEWFSl' QUARTEX OF SEXTION 16, M-SHIP 2 NORTH, 
RANGE 6 WEST OF TEfE; OILA AND SALT RNER MERIDW, MARZCOPA COUNTY, ARIZONA; 
AND 

EXCEPT TFlE. SOUTH 282.91 P E T  OF THE NORTH 476.97 FEfiT OF THE EAST 154.00 FEET OF 
THE NORTB HALF OF THE SO-T QUARTEROF SECTiON 16, TOWNSW 2 NORTH, 
RANGE 6 WEST OF THE GKA AND SALT RIVER MERlDIAN, MARlcoPA COUNTY, ARIZONA; 
mn 
EXCEPT ALL MINERAL DEPOSITS AND RIGHTS AS RESERVED BY STATE OF ARIZONA IN 
DEED RECORDED As BOOK 360 OF DEEDS, PAW3 IO, RECORDS OF MAEUCOPA COUNTY, 
ARIZONA. 

PARCEL'NO. 4: 

B- 
AS M A N  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 IUVER BASE AND MERIDIAN, MARICOPA COUNTY, 
ARIZONA; 

EXCEPT ALL MINERAt DEPOSITS AND RIGHTS AS MSERVED BY STATE OF ARIZONA IN 
DEED RECORDED AS BOOK 360 OF DEEDS, PAGE IO, RECORDS OF MARIWPA COUNTY, 
M O N A .  

P A R m  NO. 5: 

AS TO AN UNDIVIDED 23.6% INTEREST 

THE SOUTHEAST QUARTER OF SECTTON 17, TOWNSHIP 2 NORW RANGE 6 WEST OF "E 
GILA AND SALT RIVER BASE AND MERIDIAN, MAMCOPA COUNTY, ARlulNk 
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PARCEL NO. 11: 

TKE EAST HALF OF THE NORTHWEST QUARTER OF SECTION 29, TOWNSWP 2 NORTH, 
RANGE 6 WEST OF THB GILA AND SALT RlVER BASE A I D  MERIDIAN, MARlcoPA COtTNTY, 
ARIZONA; 

EXCEPT THAT PORRON OF S A I D  EAST HALF OF THE NORTHWEST QUAkTER OF SAID 
SECTION 29 WHICH LIES WITl-3I.N A STRIP OF LAND 308 FEET IN WIDTH, BEING 134 FEET 
WIDE ON EACH SIDE OF ~ F O L L O W l N O  D2SCRIBED LINE; 

BEGINNING AT A POINT ON THE WEST LINe OF SAID SECTION 29, WHICH POINT BEARS 
SOUTH 00%"38" WEST, 1478.55 FEET FROM THE NORTHWEST CORNER OP SAfD SECTION 29; 

THENCE SOUTH 75"04'23" EAST, SOUTH 470.76 FEET TO A POKNT ON THE EAST LINE OF SAID 
SECITON 29, WHICH POINTBEARS SOUTH 00"03?3" WEST, 243.17 FEET FROM THE EAST 
QUARTER CORNER OF SAJD SECTJON 20; 

PARCEL NO. 13: 

THE NORTHBAST QUARTFR OF SECTlON 20, TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE 
GILA AND SALT IUWR BASE AND MERII)IAN, MARICOPA COUNTY, ARIZONA 

PARCEL NO. 14: 

THE SOUTHEAST QUARTER OF SECTION 20, TOWNSHIP 2 NORTH, RANGE 6 'WEST OF TKE 
GILA AND SALT RIVER BASE AND MERIDMN, MARICOPA COUNTY, ARIZONA 

EXCEPT THB SOUTHWEST QUARTER OF THE SOUTHEAST QUARTER OF SECTlON 20, 
TOWNSHIP 2 NORTH, RANGE 6 WEST OF THE GILA AND SALT RJYER BASE AND MEXJDIAN, 
h4ARICOPA COUNTYa ARIZONA. 
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LEGAL DESCRIPTION OF LAND 
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PARCELNU. 1: 

THE NORTH HALF OF SECTION 20, TOWNSHIP 2 NORTH, RANGJl6 WEST OF THB GlLA AND 
SALT RIVER BASE AND htRKDTAN, MARICOPA COUNTY, ARIZONA. 

EXCEPT TRE NORTHEAST QUARTER OP SECT1 ON 20, TOWNSHlp 2 NORTH, W E  6 WEST 
OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA 

PARCEL NO- 2 

THE SOUTHWEST QUARTER OF THE SOUTHEAST QUARTER SECT~ON 20, mmsm z 
NORTH, RANGE 6 WEST OF THZ, GILA AND SALT RIVER BASE AND MERIDm, MARICOPA 
COUNTY, ARLZONA 

PARCEL NO. 3: 

AS TO AN UNDIVIDED 23.6% W€?lU3ST 

THE NORTH HALP OF THE SOUTHWEST QUARTER OF SECTION 16, T0WNSH.P 2 NORTH, 
RANGE 6 WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARTCOPA COUNTY, 
ARIZONA, 

EXCEPT THE NORTH 262.91 FEBT OF THE SOUTH 303.26 FEET OF THE EAST 154.00 FEET OF 
THE: NORTH HALF OF THE SOUTHWEST QUARTER OF SECTION 16, TOWNSITE 2 NORTH, 
RANGE 6 WEST OFTHE GILA AND SALTR-IVERhlERIDLW, MARIWT'A COU?-JTY, ARIZONA; 
AND 

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

EXCEPT ALL M I N E W  DEPOSITS AND RIGHTS AS RESERVED BY STATE OF W N A  IN 
DEED RECORDED AS BOOK 360 OF DEEDS, PAGE 10, RECORDS OF MARlCOPA COUNTY, 
ARIZONA. 

PARCEL NO. 4: 

AS TO AN IMDIVLDED 23.6% INTEREST 

THE SOUTH HALF OF THK SOUTHWEST QUARTER OF SECTION 16, TOWNSHIP 2 NORTH, 
RANGE 6 WEST OP THE GIL4 AND SALT RIVER BASE AND MERIDIAN, MARICOPA CQUNTY, 
ARIZONA; 

EXCEPT ALL M[NERAL DPOSlTS AND RIGHTS AS RESERVED BY STATEJ OF ARlzONA IN 
DEED RECORDED AS BOOK 360 OF DEEDS, PAGE IO, RECORDS OF UQRlCOPA COUNTY, 
ARIZONA. 

PARCEL NO. S: 

AS TO AN UNDIVIDED 76.4% lNTEREST 

THE SOUTHEAST QUARTER OF SEcllON 17, TOWNSF& 2 NORTH, RANGE 6 WEST OF THEl 
GILA AND SALT NVER BASE AND MERIDTAN, MARJCOPA COUNTY, ARIZONA 

i 
\ 
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PARCEL NO. 6 

THE NORTH HALP OP THE SOUT&ZAsT QUARTEROF SJ%?l'ION 3 4  TOWNSHIP 2 NORTH, 
RANGE 6 WEST OF THE GILA A M ,  SALT RiVER BASE AND MERIDIAN, h4ARICOPA COUNTY, 
ARIZONA. 

PARCEL NO. 7: 

THE SOUTH HALF OF THE W m S T  QUARm OF S&XION 30, To@bISHIP 2 NORTH, 
W G E  6 WEST OF "RE GUA AND SALT RIVER BASE AND ?vfElUDm, MAHWPA C O W ,  
ARIZONA. 

PARCEL NO. 8; 

TEE EAST HALF OF THE NORTHEAST QUARTER OF SEcTlON 3 4  TOWNSHIP 2 NORTH 
RANG% 6 m S T  OF THB GILA AND SALT RNER BASE AND MERIDIAN, NARICOPA COUNTY, 
AREON4 

EXCEPT ' E E W R O M  THAT PORTION WHlCH LIES W"€%W A STRlP OF LAND 308 FEET IN 
WIDTH, BEIN0 154 FEET WIDE ON EACH SIDE OF THE FOLLOWIN0 DESCRIBED LINE: 

BEGINNING AT A POINT ON THE WE$T LTNB OF SECTION 30, WHICH POmT BEARS SOUTH 
00%0'05" \WEST, 75.94 FEET FROM Tf3E NORTHWEST CORNER OF SAD SECTION 30; 

THENCE SOUTH 75e07'10" EAST, 2990.74 FEET TO A BEARWG EQUA'MON P O W ,  AT WHICH 
POINT SOUTH 75D07'10'1 EAST-SOUTH 7S004'23" EAST; 

THENCE SOUTH 759473" EAST, 245.44 FEET TO A POlNT ON THE LINE$ COMMON TO SAID 
SECTION 29 AND 30, TOWNSEllP 2 NORTH, RANGE 6 WEST, WHICH POINT BEARS M"00'38" 
WEST, 1476.85 FEETFROM TMe SECTION CORNER COMMON TO SECTION 19,20,29 AND 30, 
TOWNSHIP 2 NORTH, RANGE 6 WEST; 

THENCE CONTINUIN0 SOUTH 75W23" EAST, TO THE EAST LINE OF S A I D  WFST HALF OF 
THE NORTHWEST QUARTER OF SECTION 29; AND 

EXCEPT THEREFROM THOSE PORTIONS LMNG WlTEl THE FOLLOWING DESCRIBED 
PARCELS OF LAND: 

TRACTNO. 1: 

BEGINNING AT A POXNT ON THB LINE COMMON TO SAID SECTIONS 29 AND 30, WHICH 
POINT BEARS SOUTH 00"00'38' WEST, 475.85 FEET PROM THE CORNER COMMON TU 
SECTIONS 19,20,29 ANC] 30; 

THENCE NORTH 89O39'22" WEST, 33.00 FEET; 

l"ENa SOUTH 08D1927* WeST, 809.17 FEET TO THE EXISTING NORTHERLY RIGHT-OF-WAY 
LME, A DISTANCE OF 310.42 PEEP, 

THENCE NORTH 0429'47" WEST, 361.77 FEET; 

THENCB NORTH 099 1'38" WEST 50751 FEET; 

THENCB NORTH 89°59'22'' M S T ,  33.00 FEET TO THE POINT OF BWIM\nNQ. 

TRACT NU. 2: 
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B E G W G  AT A POlNT ON THIj LINE COMMON TO SAID SECTIONS 29 and 30, WHICH POINT 
BEARS SOUTH 00°00'38" EAST 2505.94 FEl' FROM "HI3 CORNER COMMON TO SECTIOl@ 29, 
30, 31 AND 32; 

rmcx NORTH w 5 9 w i  WEST, 33.00 FEET, 

THENCE NORTH 07"33,'28" WEST, $8833 PEET TO TJ3E EXISTING SO-Y RIGHT-OF-WAY 
LINE OF INTERSTATE HIGHWAY TO (EHRENBERG-PHOENIX HIGIIWAY); 

"FENCE SOUTH 75004'23" EAST, ALONG SAID RIGHT-OF-WAY LINE, A DISTANCE OF 3 10.42 
FEET; 

THENCE SOUTH 06"19'27" WEST, 809.17 FEBT, 

THENCE NORTH 89'3922'' WEST, 33.00 FEET TO THE: POINT OF BEGINMNG; AND 

EXCEPT TKEREFROM ANY PORTION LYING 
OF LAN73 

BEGINNING AT THE NORTHEAST CORNER OF SECTION 30; 

THENCE WEST A W N G  THE NORTH SECTION LINE 5 I1 FEET, 

THENCE SOUTH 90 FEET; 

THENCE WEST50 FEET; 

THZNCE SOUTH 1096 FEET, 

THE FOLLOWING DESCRTBED PARCEL 

THENCE EAST ALOFT# THE NQRTRERLY RIGHT-OF-WAY WNE OF INTJBSTAATE HIGHWAY 
10 (BHRENBERG-PHOENIX HIGHWAY) TO A POINT COMMON TO SECTION 29 AND 30, 
TOWNSHIP 2 NORTH, RANGE 5 WEST, 

-iXENCE NORTH a O N 0  THE EAST SECTION LINE TO THE POINT OF BEGINNINC3. 
1 

. .. 

P-L NO. 9: 

THAT PORTIUN Olt THB NORTHE4ST QUARTnr OF SECTION 30, TOPMSHIP 2 NORIM, 
RANGE 6 
ARIZONA, DESCRIBGD AS FOLLOWS: 

BEGINNING AT THE NORTHEAST CORNEROF SECTION 30; 

OP THE GILA ANI) SALT RIVER BASE AND MERIDTAN, MARlCOPA COUNTY, 

THENCE WEST M.ONC3 THE NORTH SECTION LINE 51 1 FEET; 

THENCE SOUTH 90 FEET; 

THENCE WEST 50 FEET, 

THENCE SOUTH I093 FEE?: 

THENCE EAST ALONG THEN NORTHERLY RIGHT-OF-WAY LINE OF WTEIkSTATE NO 
(EHRENBERQ-PHOENDC HIGHWAY) TO A POINT COMMON TO SECTIONS 29 AND 3 4  
TOWNSHIP 2 NORTH, RANGE 6 WEST; 
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THENCE NORTH ALONG THE EABT SECTION LINE TO ~ r n  POINT OF BEOWG; 

EXCEPT THAT PORTION LYING wrt'rl THE POLLOTKING DESCRIBED PARC-m OF LAM). 

BEGINNING AT A POINT ON TBB LINE COMMON TO SAlD SIGCTIONS 29 AND 36, WHIa  
POINT SOUTH OOW'38" WEST, 476.85 FEIjT FROM TAE CORNER COMMON TO SECTfoNS 19, 
29AND30; 

THENCE NORTH 59"59'22'', 33.00 FEm, 

THENCE EXKITH 05'19'27" WFS'l', 809.17 FEET TO TfiB ExzsTIN(3 NOKTBERLY RIOHT-OF-WAY 
LINR c)37 INTERSTATE HIGHWAY io -ERG-PHO-~N HIGHWAY); 

THENCE SOUTH 75"W'23" EAST, ALONG SAID RIQHT-OF-WAY LINE, A DISTANCE OF 3 10,4242 
FEET; 

THENCE NORTH 0429'47" WEST, 38 1.77 FEET, 

THENCE NORTH 0991'36" WEST, 507.51 FEW, 

THENCE; NORTH 8Y3922" %ST, 33.00 FEET TO TkE POINT OF BEGINMNG. 

PARCEL NO. IO: 

THE WEST HALF OF THB NORTHEAST QUARTER OF SECTLON 30, TOWNSHIP 2 N O R m  
R4NG3 6 WESI' OF THE GILA AND SALT IUVER BASE AND MEEUDIAN, MARlCOPA COUNTY, 
ARIZONA, 

EXCEPT THEREFROM THAT PORTION WHICH LIES 
WIDTH, BEING 154 FEBT W E  ON EACH SIDE OF THE FOLLOWING DESCRIBED LINE; 

BEGlNNING AT A POINT ON THE %%ST LMB OF SECTION 30, WMCH POINT BEARS SOUTH 
00"00'05" WEST, 7694 FEET FROM THE NORTHWEST GORNEROF S A I D  SECTION 30; THENCE 
SOUTH 75"07'10" EAST, 2990.74 FJ%T TO A BEAlUNQ EQUATION POINT, AT WHICH POINT 
SOUTH 75"07'1011 EAST, SOUTH 75"04'23" EAST; 

THENCE3 SOUTR 75U23" EAST, 2445.44 FEm TO A POINT ON THE$ L m ,  

COMMON TO SAIL) SE(=TTON 29 AND 30, TQWNSHIP 2 NORTH, RANGE 6 WEST, WHICH POTNT 
BEARS SOUTH Oo"o0'38" WEST, 1476.83 FEET FROM THE SECTION CORNER COMdON TO 
SECTION 19,20,29 AND 30, TOWNSHP 2 NORTH, RANGE 6 WEST; 

THENCE CONTINUIN0 SOUTH 75°04123u EAST TO TRE EASTLINE OF S A l D  WEST HALF OF 
THE NORTHWEST QUARTEK OF SIXTION 29. 

A STIUP OF LAND 308 FEET IN 

PARCELNO. 12: . 

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

OF m, 
E X I ~ P I '  THEREFROM THOSE PORTION LYING WlTH THE FOLLOWIN0 DESCRIBED PARCELS 

, . . . .  ., :.. 
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TRACTNO. 1 

BEGINNING AT A POINT ON THE LINE COMMON TO SAD SECTIONS 29 AND 30, WHICH 
POINT BEARS SOUTH OO0o0'38" WEST, 476.85 EGET FROM THE CORNER COMMON TO 
SECTIONS 19,20,29 AND 30; 

THENCE NORTH 8aD5922'1W, 33.00 m, 
THENCB S O U T H  087*19'27"W, 809.17 FmT TO THE EXISTING NORTHEEtLY RIGIXT-OP-WAY 
LINE OF INTERSTATE EIIGHWAY IO (EHRENBERG-PHOENIX HIC~HWAY); 

THENCE SOUTH 75004'23" EAST, ALDNCi SAID RIGHT-OF-WAY LINE, A DISTANCE OF 31Q.42 
FEET; 

THENCE NORTH 04'29'47" 'WEST, 381.77 FEET; 

THENCE NORTH 09"5 1'35' WEST, S07.Sl m, 
THENCE NORTH 89'5922" WEST, 33.00 FEET M THIj POINT OF BECJLNNING. 

TRACT NO. 2; 

BEGZNNINO AT A POINT ON THE LINE COMMbN TO SAID SECTIONS 29 AND 30, W C K  
POWT BEARS NORTH 00600'38" WEST, 476.85 FEET FROM TI-IE CORNER COMMON TO 
SECTIONS I9,20,29 AND 3 0; 

THENCE NORTH 89O5922" WEST, 33.00 FEET; 

THENCE SOUTH 08"1927" WEST, 809.17 FEET TO THE EXISTING NORTHERLY RIGHT-OF-WAY 
LINE OF MTERSTATE HIGHWAY 10 -ERG-PHOENIX HIGHWAY); 

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

THENCE SOUTH 08°1927" WEST, 809.17 FEET; 

THENCE NORTH 8!P39'22" WEST, 33.00 FEET TO THE P O W  OF BEGINNIN@ AND 

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

BEGINNING AT THE NORTHEAST CORNER OF SEC'MON 30; 

THENCE WEST ALONG THE NORTH SECTION LINE 31 1 FEET; 

THENCE SOUTH 90 FEET; 

THENCB WEST 30 FEET; 

THENCE SOUTH 1098 FEET; 

THENCE E4ST ALONG TEE NORTH73RLY RJGHT-OP-WAY LINE OF LNTERSTATE HIGHWAY 
10 @-ERG-PHOENJX HIGHWAY) TO A POINT COMMON TO SECTIONS 29 AND 30, 
TOWNSHIP 2 NORTH, RANGE 6 

TH6NCE NORTH ALONG TfIB EAST SECTION LDlJ3 x) THE POINT OF BEOINNINQ. 

..Y .:.. 
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UCHl@IT 6 
INFRASTRUCTURE COORbiNAllON. FJNANCE AND OPTiON AGREEMENT 

SITE- PLAN 

EXHIBIT B 

SITE PlAN 
IS ON HLE AR 

GLOBAL WATER RESOURCES, LLC 
21410 NORTH lani Am., STG 201 

PHOENIX, ARIZONA 85021 

INFRASTRUCTURE coomwxriaN, FINANCE AND OPTION AGREEMENT 
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COORDINATION. FINAN CE ANP OPTION AGRE- INFRASTRUCTURE. 

START WORK NOTICE 

SAMPLE START WORK NOTICE 

Invoice Date: 
. DueDate: 

Invoice to: Landowner Name 
LandownerAddress 

By issuance of this Start Work Notice, W o w n e r  no&Ies and authorizes Coordinator to 

commence the bidding of the construc%ion jobs necessary to provide water, wastewater and 
reclaimed water services to the &dopment. 

Amount due: 

Number of lots witbin development 
Start Work Notice fee per lot 
Invoice AmoW 

1,000 
$500 
$ S ~ , O O O  

. . ."'. .... . .. -. 
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INFRASTRUCTURE COORDINATiON. FINANCE AND OPTION AGREEMENT 

DESCRIPTl ON OF WUQT AM) HUC SEKVICES TO BE COORDINATED BY C00WmA-R 

WUGT 
Coordinator wanrants that W fobwhg description of 3ervices includes dl appmvd~, pernib 
and requirements mksr;ary to provide water service to the pject. 

- 

- Expand CC&N water service area to incrude the Land, if necessary, inchding fdhg 
for a CC&N expaasion within 30 days of closing of the acquisition of WMC and 
WUOT; 
Prepare a master water pian with respect to the Land; 
Confirm, construct and/or develop sufficient water plant, well source capacity and 
Central Arizona Project water source Capacity and delivery systems for the Land; 
Extend a water distribution main line to the Delivery Points; 
h v i &  will-serve letters to appficabLe govemmenta agencies neceswy for final 
Plat A p p r o v a l s  with a schedule of commitment data9 persor.m&.ed for the Land, 
Provide a 100-year assured water supply through Departmeftt of Water k m e s  
via an Assured Water Designation or wdst Landowner with the Certificate fbr 
Assured Water Supply application required f& €id Plat Approvals and Department 
ofReal Estate approvals; 
Prepare Interim Use Permit for Land as described within this Agreement; 
provide expe&ed final subdivision plat water ;mptovement plan check and 
coordination with the Arizoaa Deparbnent of Environmental Quality for Appmvals 
to construct; and, 
Obtain/Develop fiu3itim extension agreement for mnshction of i n h s t r u ~  
within the Land (subject to reimbursement). 

- 
- 
- 
- 
- 

- 
- 

- 
HWC 

Coordinator warrants that the folIovdng d d p t i o n  of services includes all appmvals, permits 
and requjrements necessary to provide reclaimed water and wastewater m i c e  to the project. 

- Expand CC&N wastewater service area to include the Land, including filing f6r a 
CC&N or CC&N expansion within 30 days of closing of the acquisition of W C  
md WUGT; 
Prepare a wtef wastewater plan with respect to the Land; 
Develop a master redaimd water treatment, retention, and distribution plan 
including interim well water supply for lake storage faoilities; 
Confirm, construct andlor develop sufficient wastewater plant capacity and Off-Site 
Facilities for the Land; 
Extend 8 wBstepy8ter collection system 6 b e  to the Delivery Points; 
Extend a recIaimed wafer line to B water storage Etcility within the Land; 

- 
- 
- 
- 
- 
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- Provide all permitting and regulatory approvsls including but not Wted to an 
Aquifer Prot&tion Permit and Marimpa County Association of Governments 
(MAG) 208 Wakr Quality Plan as necessary; 
Provide will-serve letters t6 applicable govemner~td agencies necesSary for k a l  
Hat Appr6vaIs with a schedule of commitment dates personalized for the Land; 
Frovide expedited fiaal subdivision plat wastewater improvement plan check and 
coordination with the Arizona Department of Envimnmertthl Quality for Approvals 
to eo-, an& 
ObtaidDevelop facilities extension agreement for construction of irrfrastructure 
within the Land (subject to reimbursement), 

- 
- 

- 
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EXHIBIT E 

JNFRASTRUCTURE COORDINATION. FINANCE AND OPTION AGREEMENT 

WATER FACftITlES EXTENSION.AG@3EmNT 

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

WATER UTILITY OP GREATER TONOPAH an An'zona copration ("Company"), and 

>an ("Developer"). 

RECITALS: 

A. Developer desires that water utility Service be extended to and for its real estate 

development located in P m f  - of consisting of - (singIe Emily, 

multi-fhmily or commercial) lots, in Maricopa County within the gene& vicinity of the City of 

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

hereto as Exhibit "A" and incorporated herein by this reference. The Development is located 

within Company's Certi5cate of Convdence and Necessity ("CC&V), and the Company shall 

be responsible for extending service to the DeLvery Points identified in Exhibit "B" hereto, and 

, 

Company requires no further payment from Developer for Off-Site Facilities. 

B. Company is a public servics oorpozation as deked in Article XV, Section 

2 ofthe Arizona Constitution which owns and operates a swage treatment plant and collectloxi 

system and holds a CC&N from the Commission granting Company the exclusive right to 

provide sewer utilii service within portions of Maricopa Cmmty, Arizona 

C. Developer is willing to construct and inStatl facilities within the 

Development necessary to extend sewer utility service within the Development which facilities 

shall connwt to the Company's system as genedy shown on the map aWhed hereto as Exhibit 

..__. .. _.. . . . . ., ...... .. .... 
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"B." Company is willing to provide water utility service to the Development in accordance with 

relevant law, hcluding the d e s  and regulations of the Cornmission on the condition that 

DeveIoper fuIIy and timely perfiom the obligations and satisfy the conditions add requhments 

set forth below. 

COVENANTS AND AGREEMENTS: 

NOW, THEREFORE, in considemtion of the folloWing covenants and 

agreements, and other good and valuable waidm&n, the receipt and &iency of which are 

hereby acknowledged, the Parties hereby agree as follows: 

1. Cons.tni.cNon of On-Site Facilities. Developer agrees to cbnstruot and 

install water distribution mains and pipelines, valves, booster stations, hydtants, fittings, service 

lines and al l  athw 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 ( r e f d  to hereinsfter as the 

"Facilities"). The Facilities shall connect to the Company's system at the point shown on the 

approved plans as generally depicted on tlw map attached hereto as Exhibit 93'' (the *l)elivery 

Points") and shall be designed and constrocted within the Development in B manner which 

allows the provision of safe and reliable water utility semice to each lot the~iu. Subject to the 

terms and conditions set forth herein (iicluding, without limitation, company's rights of plan 

review and apptoval and inspection of final constnrction), Ikvdoper shall be reqmsible for all 

constpuCtion activities Bssociated with the Facilities, and Developer shall Be liable for a d  pay 

when due all costs, expenses, claims and liabilities associated with the consttuction and 

installation of the Facilities. Company shatl be responsibte for payment, financing, construction 

i 
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and &sign of any and al l  Offasite FaciWtis without any additional co on fiom 

Developer. Under this Awement, ‘W-Site Facilitie$’ meam those wat& and reclaimed water 

facilities to be constructed by C m m y  or its afliliates d e r  this Agreemehh ihclucling all 

6 

water, reclaim’ed water, and trestmehf transmissim, storage, puniping, anrd deliveiy facilities 

constructed either off the Land or on the Laad to the &livery Points as defined and agreed by 

the Parties. 

2. Construction Standards a d  ReaUtrements. The Facilities shall meet 

md comply with Company’s Ieasonable standards and specifications, and all enghxering plans 

and specifications for the Facilities shsll be approved by Company and its engheers 

(Y!ompany’s Engineer”), prior to the commencement of c o n s ~ t i o n  with such approval not be 

urmasodly withheld. Company and Company’s Engineer shatJ review the pIans and 

specifications and shall provide any requirements or comments as m n  as ptacticabie. 

Developer shall require that its contmctor be bound by and conform to the plans and 

specifications for the Facilities as finally appmved by Company. The coostrmction and 

installation of the Facilities shall be in conform~ce with the applicable regulations of the 

Arizona Department of Environmental Quality (“ADEQ?, the ACC, and any other 

governmentaI authority having jkisdiction there over. 

* 

3. Rbht of Inspection: Cornfive Action. Company shdl have the right to 

have Company’s Enginm inspect and test the Facilities at reasonable times during the course of 

constrwtion as necessary to mure conformance with plans and specifications, If at any tlm 

before the tid acceptance by Company of the Facilities any consWon, materials or 

w r w p  are found to be defective or deficient in any way, or the Facilities fail to conform 

to this Agreement, then Cornpaay may re-ject such defdve or deficient constn~ction, materials 
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andor w o r k m d p  and require Deweloper to fully pay for all necessary corrective mrntructiofi 

efforts (i‘Conective Action”). Company reserves the zight to withhold approval and to forbid 

comection of any dektive portion of the Facilities to Company’s systea d e s s  and until the 

Facilities have been constmcted id accordance with plans and specifications arrd all appHcable 

regulatory requirements. Further, Developer shall promptly undertake any C d w  Actiorl 

required to remedy such defects and deficiencies in c~nstruction, matetials and workmanship 

upon receipt o f  notice by Company. The foregoing mtwitlvWWq, Company shall not 

unreasonably withhold or delay acceptance of the Facilities. 

4. TnCnsfer of OwnersH~. Upon completion and a p p v d  of the as-built 

Facilities by Compariy and any other governmental authority whose approval is required, 

Developer shall transfer all right, title aud interest in the Facilities to Company via 8 bd of sale 

in a form satisfactory to Company. Thereafkr, Company shall be the sole owner of the Facilities 

and be responsible for their opetatiOn, maintenance and repair, Company’s o w n d p  and 

responsibility shali include all distribution maitls and/or related appurtenances within the 

Development up to the poht of connection to the &ce Em of each customer receiving service. 

Mainteaaace and repair of each Seryice line, which lines are not pad of the Facilities, shall be 

Developer’s, the Development’s M each individual customers’ ~sponsibility. All work 

prfomed by or on behalf of Developer shall be warranfed by Developer for one year fiom the 

date of transfkr of the Facilities to Company against defects in materials and workman& P- 

Developer shall also c o v w  at the time of tramfa, that the Facilities are free and clear of ali  

liens mi encumbranaes, and unless the time period for fXng lien claims hrrs expired, shall 

provide evidence in the form of Hen waivers that all claims of contractors, subcuntractors, 

mechanics andmaterial men have been paid and satisfied. 
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5. Find As-Built Drawine~ dnd Accoilatina of Construction Costs. 

Immedhtely following oompktion and approval of the Fa&ties, Developer SW pvide  

Company with three sets of =built drawings and qe&catio&+ far ttie F d t i e 3  a d  a 

reproducible copy of such drawings. Developer shalf also p v i d e  an accounting of the cost of  

constructing and installing the Facifitfes, which smount shall be rehdabk in amofdance with 

prnagraph 8, below. Company shall have no obligation to furnish service to the Development or 

to accept the transfer of tbe Facilities until Develop' bas complied with this patagraph 

6. Easements. DeveIoper shd be responsible for obtaining all necessary 

easements and righfs-0f-w.p for tbe COnstruCtioa and imtahtion, aad subsequent opendon, 

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate 

size, location, and OontigUration so as to aUow Company ready access to the Facilities for 

maintenance and repah and other activities necessary to provide safe and reliable wafer utility 

service. Such easements and rights-f-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 

&e time of transfer, all easement9 and riafits-of-way shall be ike of physical encroachments, 

encumbrances or other obstacles. Company shall have 110 responsibility to obtain or secure on 

Developer's behalf any such easements or rights-of-way. 

7. Reimbnrsement for . ,Enrjneerina and, Other Fees and Exuenses. 

Developer shall also reimburse Company for the reasonable wsts, expenses and fees, including 

legal fees and wsts ulat are kcuned by Company for ppmation of this Agreement, for 

reviewing and approving the plans and specifiations for t?m Facilities to be &-d by 

Developer, for inspectbg the Facilities during W-&Q and other supervisory activities 

undertaken by Company, for obtaining any necessary qpmvab fiom govenunental authorities 

i 
! l 
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(collectively the "Administiative Costs"). Far such p iups ,  at the time of the sikning of this 

Agreement, the Developer will pay an advance to the Company of Seven Thousand Five 

Hmidred Dollats ($7,500). Deveiopez sbalI provide additional to Conipariy, ag may be 

reasonably requested by Company in Writing from time-to-time, to mbburse Company for any 

additional Admini&& 've Costs it mcm. In no event shall such AdmWtmt~ 'vel costs exoeed 

10.0% of the cost ofthe Facilities. All mounts paid to Company pursuant to this provision shall 

constihrte advances in aid of anstru&on and be subject to refixad p m m t  to paragraph 8, 

below. 

8. Refunds of Advances, Company shall reM amiudy to Developer an 

amount equal to seven percent (7%) of the gross annual revenues received by Company from 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 August, commencing in the i-?~urth 

calendar year following the cdendar 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 

twentytwo (22) years. No interest shall accrue or be payabie on the amounts to be mfim3ed 

hereunder, and any unpaid balance remakting at the end of such twcznty-two year period shall be 

nun-refbndable. In no event shall the total mount of the &mis paid by Company h m d w  

exceed the total amount of all advances made by Developer hereunder. For the purposes of this 

provision, the total amotmt of Developefs advances shall be equal to Developer's actual cost of 

constructing the Facilities, less the costs of any COlTective action as deked in paragraph 3 

above, the costs of curing any defwts atislng during the warranty period, as provided herein, and 

the costs of any unreasonable overtime inout.red in the ConstnrCtion of the Facilities, above, and 

the amounts paid by Developer to Company for Administratt 've Costs pursuant to paragraph 7, 

.. ,. .. 
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9. Combanv's ObHeatioa ta Serve. Subject to the condition that Developer 

fully perform its obligations under this Agreement., Company shall provide water utility Strvice 

to all customers within the Development in accordance with Compmy's tariffs and schedule of 

rates and charges fot setvice, the d e s  md reguhtions of .rhe Commission and other replat0t)l 

authorities and reqkments. However, Company shall have no obligation to accept and operate 

the Facilities in the event Developer fails to make any payment pvided in this Agreement, fails 

to cmstruct and install the Facilities in accordance with Companys standards and $@cations 

and in a~c~rdance with the applicabIe des and regulations of ADEQ, the COIIUIX~SS~OII or any 

other governtmnal autharity having juridiction there over, or otheMrise M s  ta comply with the 

tenas and conditions of this Agreemenk Developer acknowledges and uaderstands that 

Company will not establish service to any customer witbh the Development until swh time as 

Company h accepted the transfer of the Facilities, and all amounts t33at Developer is required to 

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company 

shdf not te&tn service to any customer within the Development to whom seMce has been 

p p l y  established as a consequence of any d s e q w n t  breach or nonperformance by 

Developer hereunder. 

10, I.iabilitv for.Income Taxes. In the event it is determined that all or any 

portion of Developer's advances in i d  of CoDstruction hereunder constituted taxable incorns tp 

Company as of the date of this Agreement or at the time Company actually receives such 

advances hereunder, and if no reasonable alternative business anmgcment then exists to avoid 

such tax effect, Developer will advance firads to Company equal to the income taxes resulting 

from Developer's advance keunder. These funds shall be paid to Company wiKi twenty (20) 
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days following notification to Developer that a dettxmhation has been made that any skh 

adWces con&tute m b l e  hm@ and such tax fim& are then due md payable, prliethef by 

virtue of any determination or notificstion by a govemtn&td anthoriv, am-ent to the 

Internal Revenue Code, any regulation prornul@td by the Internal Revenue Sexvice, or sirililat. 

change to any statute, rule or mguIati0n relating to this matter. Such notifhtion s W  include 

documentatic>n reasonably nixessay to substantiate the Company's liabiity for income taxes 

r e d i n g  fbm tbe Developer's advances in aid of construction &r this Agreemeat. Tn the 

event that additional Wds tire paid by Developer under this paragiaph, such funds shall also 

constitute advmces in aid of c o ~ c t i o n  In addition, Developer shall indemnify and hold 

Company harmless for* from and against any tax related interest, fines and penalties assessed 

against Company and other costs and ocpeases incurred by Company as a consequence of late 

payment by Developer of amouilfs described above. 

1 1 - Notice. All notices and other written commwicatiom rem hereunder 

shall be sent to the parties as follows: 

Water Utility of Greater Tompah 
Attd: C i d y  M. Liies, Senior a c e  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 

notice is to be provided hereunder, 
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12, . This Agreement, and all rights and obligations 

hereuudef, shalI be subject to and governed by the rules and regulations of the Codssion 

relating to domestic water utilities and generally shall be gotrerned by and CoIiStrued m 

accordance with the laws of the State of kiiwna. Developer undemtands and acknowledges that 

Company's rates and charges, and other tetms and conditions applicable to its provision of utility 

service, may be nhodifed h m  We-to-time by &r of the Commission. Company shall 

provide Developer with copies of such orders that may &ed r)evetoper's rights &d obli&tions 

hereunder. 

13. Time is of the Essence. Time is and shall be of the essence of ulis 

Agreement. 

i 

14, Indemnification: Risk of Loas. Developer shall in- and hold 

Company harmless for, from and against any and all claims, demands and &er liabilities and 

expenses (including attorneys' fw and othm costs of titigation) arising out of or otherwise 

relating ta Developer's failure to comply with any of the kerms and conditions contained herein, 

including (without limitaljon) Company's reW to serve any unit within the Development based 

on Developer's fdure to pay all amounts required hereunder in a timely manner. Developer's 

duty to indemnifL Company Wl extend to all ccmshucjion activities undertaken by Developer, 

its contractors, subcontracbrs, agents, and employees hereunder. Developer's duty to indemnib 

shaU not apply to the extent any clairzls, &man& and/or other tiabilities and expexises are caused 

by Company's negligent or intentional actions or inaction. Company shalt indemnify and hold 

Developer harmless for, f b m  and against any and 811 claims, demands and other liabilides and 

expenses (including attorneys' fees and other costs of litigation) arising out of or othenvise 

relating to Company's failure to comply with any of thc terms and conditions wnhed hmin. 
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Cmp'any's duty ta indemnify Develop& shaU a k h d  to all construction activities Mdertaken by 

Company, its contractors, subcontmtors, agents, and employe& hereudtir. Company's duty to 

indemify shall not appIy to the extent any claims, demands and/or other liabilities and expenses 

are caused by Developer's negligent or intentional action$ or inaction, "Ms WetndQ clause 

shall not apply to the extent such ci&m, demand, liability andor expense is attributable to any 

Party. 

15. Successors and Assigns. This Agreement may be assigned by tither of 

the parties provided that the assignee agtees in Writkg to be bund by and fully perfom aU 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. DisDute Resolution. The parties hereto agree that each will use good 

kith efforts to resolve, through negotiation, disputes arising hereunder without resorting to 

mediation, arbitration or litigation. 

17. Attornwa' Ftxs. The prevailing party in any litigation or other 

proceeding concerning or related to this Agreement, or the enforcement thmoc shall be entitled 

to recover its costs and reasonable attorneys' fees. 

18. Anthoritv- to Perfor4. Company represents and warrants to Developer 

that Company has the right, power and authority to enter into and Mly perfbrm this Agreement 

Developer represents and warrants to Company that Developer Esas the right, pwer and authority 

to enter into and fully perform this Agreement 
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DEVFLO PER: 

BY 
Its 

. . ....: .. . . 

COhrlPANY. 

WATER ?.J'ELITY OF GREATERTONOPAH 
an Arizonacotpdration 

BY 
Cindy Like 

Its: Senior Vice President 

. . , . . . . . , . 

'.. 
K.. 
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Water Faciridea Budget 
(Requt&d to be comhpfetbd by Developer prlor t6 execution ofafgreement) 

Isem QTY UNIT UNXT $ ’TOTAL $ 
8” C-900, Class ‘r 50 Water Main LF 
8” Valve Box & Cover EA 
Fke Hydrant, Complete EA 
3 / 4” Double Water Service EA 
3 14” Single Water Service EA 
1 w Landscw se.rvice: EA 
2” Landscape service a4 
1” Landscape sewice EA 
subtotal 
Sales Tax 
Total 
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EXHE3rrP 
RAsTRucm,c OORDIN ATION. FINANC B AND OPTION A G W W  NT 

SEWER B'ACILEIES EXTElhlSlON AGFUCElkUZNT 

This Agreement is d e  this day of ,2005 by and 

between HASSAYAMPA UTEm COMPANY, an Arizona cotpoidon ("Company"), 

,an ("Developer"). 

RECITAL& 

A. Developer desires that sewer utility service be extended to and for its real estate 

development Iocakd in Panel - of consisting of __ {single M y ,  

multi-family or commercial) lots, in Marimpa County within the gened 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 refemwe. The Development is located 

within Company's Certificate of C o n d m  and Necessity ("7, the Company has shall 

be responsible for extending Service to the Delivery Points identi6ied in Exhibit "B" hereto, and 

the Company requires no fiuther payment from Develope;r for Uff-Sh Facilities. 

B. Company is apublic d c e  Corporation as defined in Article XV, Section 

2 of the Arizona CanStiMion which ow119 and operates a sewage treatment plant and collection 

system and holds a CC&N from the Commission granting Company the exclnsive right to 

provide sewer utility service within portions of Marimpa Cor~y,  Arizcina. 

C. Developer is willing to construct and install fkilities within the 

Development necessary to extend mer utility service within the Development which facilities 

shall connect to the Company's system as generally shown on the map attached hereto m Exhibit 

"B" (the 'Delivery Points"). Company is willing tr, provide sewer utility service to the 
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Development in accordance with relevant hi*, mcluding the rules and re&tiom of the 

Commission on the conditim that Developer fully and timely perform rtre obligtztioas and satisfy 

the conditians and requirements set forth below. 

COVENANTS AND AGREEMJWTS: 

NOW, THEREFORE, in consideration of the following covenants and 

agreements, and ather good and valuable consideration, the receipt and sufEciency of which are 

hereby acknowledged, the parties hereby agree as follows: 

I. Construction of On-Site Facilities. Develbper agrees to csnstruct and 

install sewage collection mains, manholes, pmping stations and/or such other facilities and 

improvements necesay to provide sewer utility service to each lot or building within Ule 

Development as more psrticulady described in Exhibit “C” crttached hereto and incorporated 

herein by this reference (referred to hcrein&tx as the ”FaciIities”). The Facilities shan. connect 

to the Company’s system at the point shown on the approved p h  as generalty depicted on the 

map attached hereto 8s Exhibit “B” (the “Delivery Points”), and sMl be designed and 

constructed within the Development h a xnanner which allows the provision of safe and reliabIe 

sewer utility service to each lot therein. Subject to the terns md conditions set forth herein 

(icluding, without limitadoa, Compy’s rights of p h  review and approVat and ;Ispectioa of 

final comction), Developer shall be responsible for all comtmctioa activities associated with 

the Facilities, and Developer shall be liable for and pay whm due al l  costs, expenses, claims and 

liabilities associated with the comtnwion and instahtion of the Facilities. Company shall be 

responsitle for payment, financing, construction and design of my and all Off-Site lzacilities 

without any additional compensation h m  Developer. Under this Agmment, “Off-Site 

Facilities” means those wkwater facilitieS to be CO~B&UG&A by Company or its afliriates undex 
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as Agrtement, including all wirstewater plant, production, treatment, transmission, storsge, 

pumping, and deIivery facilities c o m t e d  either off the Land or on the Land to the Delivery 

Points 8s defined and agreed by the Parties. 

2. Construction Standards and Rmuireme~te. The Facilities shall meet 

and comply with Cbmpanys reasonable standards and s$e&i&ns, and alI q i a -  pfans 

and specEc&ons for the Facilities shicll be approved by conipany and its engineers 

(Tompany’s Engineer’’) prior to the commmment of ooilstruction with sach approval not trj 

be unreasonably withheld, Company and Compahy’s Engineer shall review the plans and 

specifications and shall provide any requirements or comments a9 soon as pmticEble. 

Devdoper shd require that its contractor be bound by and conform to the plans and 

specifications for the Facilities as W l y  approved by Company. Tbe constructl ’on aad 

instalallation of the Facilities shall be in conformance With. the applicable x-egddions of the 

Arizona Department of Envimmnental Quality (“ADEQ”), th0 ACC, and any other 

g o v e r n e d  authority having jurisdiction them over. 

3. Rkht of Insmction: Correctrv - e Action, Company sw have the rigM to 

have Company’s E n g k  inspect and test the Facilitles at reasonabIe times Cturing the course of 

c;onstroctjon as nmess~fy to ensure oonfmmamx with plans and spxifimtions If at any time 

before the final ficceptance by Company of the Facilities any construction, materials or 

worhansh&~ we found to be defective or deficient in any way, or the Facilities fail fo confom 

to this Agreemeat then Company may reject such defective or deficient construction, rnaterisls 

andor workmanship and require Developer to fully pay for all necessary corrective consiruction 

efforts (“Corrective Action”). Company restmes the right to withhold approval and to forbid 

corinection of any defective portion of the Facilities to Company’s system unless and until the 
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Facilities have been constructed in Bccotdarm with plans and specifications and all applicable 

regulatory requirements, Further, Devebper shall promptly undeaake any Corrective Action 

required to remedy such de- and deficiencies in monstnrction, materials and workmanship 

upon receipt of Ilbtioe by Company. 

unreasonably withhold or delay acceptaim of the FaciEties. 

The foregoing notsvitbstatlding, Company shall not 

4. Transfer of Ownershi&. Upon completion and approval of the as-built 

Facilities by Company and any other govexnmed authority whose approval is required, 

Developer shall transfkr 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 r e q b  Developer to 

conduct a video inspection of any of the Facilities prior to final approvat and acceptance to 

ensure that no bpeaks or similar de- exist. lhmaftm, Compsny r;hall be tbe sole owner of 

the Facilities and be responsible for their operation, maintenance and repair. Company's 

ownership and responsibility shall include all pumping stations, manholes, collection and 

transmission mains andor related appurtenances within the Development up to the point of 

connection of the sewer line of each crtstomer receiving seMce to the colledon main. 

Maintercum and repah of each sewer service h e ,  which l i e s  are not part of the Facilities, shall 

be Developer's, the Development's or each individual customas' responsibility. All work 

perfonmed by or on behalf of Developer &all be wamnted by Developer for one year h r n  the 

date of transfer of the Facilities to Company against defects in materiats and workmanship. 

Developer shall also covenant, at the time of transfer, that the Facilities am h e  and clear of all 

liens and enoumbmces, and unless tbe time period for filing lien claims has expired, shall 

provide evidence in the form of lien waivers that aII chhs  of contractors, subcontractors, 

mechanics and material men have beea paid and satisfied. 
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5. Final As-Built D r r t ~ b S  aHd A~c~onntine of C O D S ~ T U C ~ ~ ~ I E  Costs. 

Immediately following compIetion and approval of the Facilities, Developer shall Wdde 

Company with three sets of as-built drawings and speciscations fbr the Facilities and a 

repmducibfe copy of such drawings. Developer shall atso provide an accounting of the cost of 

constructing and i r i d w  the Facilities, which amount Ml be refundable in accordance with 

paragraph 8, below. C&npmy shdl have no obligation to furnish service to the Development or 

.to accept the transfer of the Facilities rrntil Develop has complied Witst this m h .  

6. Easements. Developer shall be responsibIe for obtaining all necessary 

easements and rights-of-way for the construction and installation, and subsequent operatian, 

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate 

size, Iocation, and cmfiguration so iis 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 essements and rights-of-way shall be provided to Company by 

Developer at the same time as Developer transfers ownership of the FacjJities pursuant to 

paragraph 4, above. At the time of transfer, dl easements 8 . d  rights-of-way shall be fke of 

physical encroachments, encumbrances or other obstacles. Company shall have no responsibility 

to obtain or secure on Developer's bebslf any such easemnts or rights-of-way. 

7. Reimbunement for En~heerW and Other Fees and Emenses, 

Developer shall also mimbume C a m p y  for the reasonable costs, expenses and fees, inchding 

legal fees and costs that are h e  by Company for preparation of this Apanent, for 

reviewing and approving the plans and speciricationS for the Facilities to be constructed by 

Developer, for inspecting the Facilities during construction and other supervisory activities 

undertaken by Company, f6r obtaining any necessary approvals from g o v m  authorities 

. .. 
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(collecdvely the “Administfative Cost.$). For such purpose, at the time of the signing of this 

Agreement, the Developer wil l  pay an advance to the Company of Seven Thousand Five 

Hundred Dollars ($7,500). Developer shall provide additional advances to Company, as may be 

reasonably requested by Company in writing from time-to-time, to reimburse Company for any 

additional AdminisMve Co- it incurs. All amounts paid to Company pursuant to this 

provision shall constitute advances in aid of constnictiofi and be subject to refund pursuant to 

pmagfaph 8, below. 

. 

E. Rehnds of Advaaces, Company shall r e h d  annually to Developer an 

amount equal to two and one-half percentc2.5%) of the gross muid revenues received by 

Company from the provision of sewr utility service t~ each bona fide customer within the 

Development. Such refunds shall be paid by Company on or befom the first diiy of August, 

commencing in the fourth calendar ye= forlowing the calendar year in which title to the 

Facilities is transferred to and accepted by C o v y  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 refunded hereuuder, and any unpaid balance remaining at the end 

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

refunds paid by Company hereunder exceed the total Bmount of all advances made by Developer 

hereunder. For the purposes of this provision, the total amount of Developer’s advmw sbau be 

equal to Developer’s actual cost of c o n s t r u a  the Facilities, less the costs of any cotrective 

action as defined in paragraph 3 above, the costs of curing any defects arising during the 

wauanty period. as provided herein, and the casts of any unreasonabte overtime mcumd in the 

construction of the Facilities, above, and the amounts paid by Developer to Company for 

Administrative Costs purswiat to paragFaph 7, above. 

i 
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9. Comwmv's ObMtion to !%rv a Subject to the condition that Developer 

fuUy perfom its obligations under this Agreement, Company shall provide sewer utilit.)' Sewice 

to all customers within the Development in accordance with company's tarif& and schedule of 

rates and charges for serviOe, the d e s  and regulations of the bmidssion and other regulabry 

authorities and requirements. Ho*ever, Company shall have no obligation to accept and operslte 

the Facilities in the event Developer fails to make any payment provided in this Agreement, fails 

to construct d install the Facilities in accordance with Company's standards and specifications 

and in accordance with the applicable rules and regulations of ADEQ, the Cornmission or any 

othet governmental authority having jurisdiction there over, or oihmviso fails to comply with the 

terms and condifians of tbis Agretment, Developer aoknowledges and understands that 

Company wil l  not establish service to any customer within the DeveIopment uhtil such time as 

Company has accepted the transfer of the Facilities, snd all amounts that Developer is required to 

pay Company hereunder h v e  in fact been paid. The foregoing notwit€tstandins the Company 

shall not terminate service to any customer within the Development to whom service has been 

propedy established as a consequence of m y  subsequent breach or nonperEnmance by 

Developer hereunder. 

10. Liabdtv Dr Income Taxa. In the event it is determined that all or my 

portion of Develop's advances in aid of construction hereunder ConstiNed taxable income to 

Company as of the date of this Agreement M at tbe time Company actually receives such 

advances hereunder, and if no reasoaable alternative business arrangement then exists to avoid 

such tax eEkct, Developer will advance funds to Company equal to the mwme taxes resulting 

h m  Developer's advame hereunder. These fimds shall be paid to Company withim twenty (20) 

days following notification to h l o p c z  that a detetiniriation has been d e  tbat any such 
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advances constitute taxable hmme, end such tax funds are then due aml payable, whethet by 

virtue of any determination or notification by a governmental mthority, amendment to the 

Internal Revenue Code, any re&&on p r o m u l ~  by &e Internal Revenue Service, or similar 

change to any statute, rule or reguliition relrttine, to this matter. Such notification shall include 

docwmtstion reasonably necesm to substanbate * the Company’s liabiity for income taxes 

resulting from the Developer’s advances in aid of CoflStNcton under thjs Agreement. In the 

event that additional funds are paid by D e v e ~ o ~  under this pantgraph, such funds shaIl also 

constitute advmms in aid of consWon. In addition, Developer shall indemnifj. and hold 

Company hamiless for, from and a g a h t  any tax rezated interest, fines and penalties assessed 

against Coqany  and other costs and expenses i n c d  by Company as a consequence of late 

payment by D&eloper of mounts d e m i  above. 

11. Notice, All notices and other written c~mmunicatians required hereunder 

shall be sent to the parties as follows: 

COMPANY: 

HassayampaUtility Companys 
Attn: Cindy M. Liles, Senior Vice President 
21410 N, 19‘ Avenue 
suite 201 
Phoenix, Arizona 85027 

DEVELOPEk 

Eacll party shall advise the other party in Writing of any change in the manner in which 
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notice is to be provided h&under. 

12. mvemin~ Law. This Agreement, and all rig& and obligations 

hereunder, shatl lie subject to and governed by the rules md regdati6hs of the Commission 

relating to domestic sewer utiIities and generally shall be governed by and coI1shu6d in 

wcordance with the laws of the State of Arizona. Developer u n d m &  and acknowledges that 

Company’s rates and charges, and other terms and conditions applicable to its provkion 4f utility 

service, may be modified &om time-to-time by order of the Commission Company shaIl 

provide Developer with copies of such orders that may affect Developer’s rights and obligations 

hereunder. 

13. Time is of tbe Essence. T i e  is and shall be of the essence of this 

Agreement. 

14. Indemnifiq@n: Risk of LOSS. Developer shall indermifjr ad hotd 

Company harmless for, from and against any and all claims, demrmnds and other liabilities and 

expenses (including attmmys’ fees and other costs of litigrition) &sing out of or otherwise 

relating to Developer’s failure to comply with any of the terms and conditions contained herein, 

including (without Wbtion) Com&s refusal to serve any unit within the DeveIoprnent based 

on Developer’s failure to pay all mounts requfred hereundet in a k e f y  manner, Developer’s 

duty to indemnify Company shall extend to a l l  cmstmction activities undeitaken by Developer, 

its contractors, subcontractors, agents, and employees hereunder. Developer’s duty to indemnify 

shall not apply to the extent any claims, demands and/or other liabilities and expenses are Mused 

by Company’s negligent or intentional d o n s  or inaction. Company shall iddemoify. and hold 

Developer harmless for, fiom and against any aad all claims demaads and other liabilities aad 

expenses (including attorneys‘ fees and other costs of litigation) arising out of or otherwise 
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relating to Company’s fde to camply with any of the terms and cczndidons ~~~ritained herein. 

Company’s duty to indenmi@ Developer shall extend to all  construction activities undertaken by 

Company, its contractors, subcontractors, agents, and employees hereunder. Company’s duty to 

’indemnifj. shall not apply to the extent my claims, demands and/or other liabilities and expenses 

are caused by Developer’s negligent or intentional actions or inaction. This indemnity clause 

shall not apply to the extent such elah, demand, liability and/or expense is attributable to any 

WdPartY. 

15. Successore Pad Asskng. This Agreement may be assigned by either of 

the patties provided that the assignee agrees in writing to ba bound by and fully perform dl of 

the assignor% duties and obligations hmmder. This Agreement and a l l  terms and conditions 

contained herein shall be binding upon and shall hum to the benefit of the successors and 

assigns of the parties. 

Id, Dkaute Resolution. The patlies hereto agree that ea& will use good 

faith efforts to resolve, b u g h  negotiation, disputes arising hereunder without resorting to 

mediation, arbitraton or litigation. 

17, Attornevs’ Fm-. The prevailing party m any litigation or other 

proceeding concedng or relitted to this Agreement, or the enforcement thereof, shall be entitled 

to recover its costs and reasoaable attorneys’ fees. 

18. author it^ to Perform. Company represents and warrants to Developer 

that Company bas the right, power and authority to enfer into and fully perform this Agreement 

Developer represents and wmcants to Company that Developer bas the. right, power and authority 

to enter into and fully perform t%is Agreement. 



DEVELOPER 

- 

Its 

COMPANY: 

BY 
Cindy M LiIes 

Its: Senior Vice Resident 
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EXHIBTl' QAn 
Legal Description 
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EXHIBE 
P;tfnt(s) of Connection (Delivery Point) 
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Wastewater Facilities Budget 
(Required to be completed by Developer pnok to execution of agreement 

Item Qm UNIT $ TOTAL $ 
8" SDR 35 Sewcx Main LF 
10" SDR 35 Sewer Main LF 
4' MaohoIe EA 
Sewer Cleanout EA 
4" Sewer Service EA 

Subtotal 
Sales Tax 
Total 

\ 

.-.-.... . . . .  . .  . .  
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EXHIBIT G 
STRUCTURE COORDINATION. FINANCE AND OPTION AGREEMENT 

OFF SITE FAClLI'T'IES 

__I Water 

Backbondoffkite water infmstruoture includes all ground water wells, treatment faciiities, 
storage and distribution centers, and major distiibution pipelines (typically 16" diameter or 
greater) that generally run beneath major madways. Those madways are u s d y  located along 
section lines and cover a one mile by one mile grid. Connection stubs to onsitehm-parcel 
infrastructure are provided from these distribution pipelines. 

Backhe/o@ite wastewater infrastnacture includes J1 major collection pipelines (QpkdIy 18" 
to 48" diameter) that generally run beneath major roadways. Connections to them pipelhe8 are 
typically provided for the onsiWh-parcel wastewater collection system at desigmied locationS 
along a one mile by one d e  section Iine gdd Backbone/ofiite wastewater kfiasbucture also 
includes all l i i  stations, reclamation facilities, and major reclaimed wster distribution pipelines. 
Reclaimed water infrasmture generally nuts parallel to the wastewater main lines within the 
major roadway to the onsib stoxage hcility provided by the Landowner. 

. ... 
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EXHIBIT% 
TNF RA ST R U CTURE COORDINATION. FINANCE AND 0 PTION AGREEMENT 

The attached maps indicate proposed lines to  be^ the responsibility of the utilities )rased on the 
pmpsed Iand use plan submitted. Typically, the 
16 inch or gnxiter and wastewater lines 18 inch or greater. The Delivery Points as designated on 
the attached maps will c h g e  8s agreed a c ~ r d h g  to the final map. 

is responsible for lies in size of 
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On File at 
Global Water Resources, LLC 
21410 N, lgTH AVE., $TE 201 

Phoenix, AZ 85027 - 
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Global Water Resoarces, LLC 
21410 N. lgTH AVE, STE 202 

Phoenix, AZ 85021 
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R o c K i  Water P i p e l k ~  p d l c l  WPSBWU 

All Global Wotcr pipeliw inrtalhtioM WiU be 
completed prlw IO connractiDii of pawd roabvays. 
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INFRASTRUCTURE COORDINATION. FINANCE AND OPTION A G R E E W  

WATEirUT&ITYOF ~ ~ T 0 N O P A . H  
21410N. 19* Averme, Suite 201 

Phoenix, Arizooa 85027 

bate 

Lkndowner Name and Acldress 

RE: Will Serve Letter for 

Dear 

Water UtiIity of Greater Tonopah, fnc. (*WVGT") is a private water 
company authorized by the Arizona Corporation Commission ("ACC") to fiunish 
water utility service within portions of Maricopa County. [msert Name of 
Landomer] has requested that WUGT provide water utility service to the 
Copperleaf Development as set forth an the legal description attached to this 
lettey as Exhibit A. WUGT has det;ermfned that the Development is located 
partially withiin WUCfl"s service temitory. Within 30 days of the closing of the 
pending acquisition of WUGT and the Western Mdcopa Combine, WUGT shall 
file an application with the ACC seeking approval to extend WUGTs CcBaN to 
include all of the land set forth on Exhibit A. - 

Based upon the incIusioa of the abvc referend land in the certificate 
of convenience and necessi9 (Cc86N) territory approved by the ACC, and 
subject to emcution of water line exttrrsioh agreements by the Landowner and 
other regulatory approvals including Arizona Department of Water Resources, 
W G T  has agreed to provide water utility service Do the Development Further, 
WUGT has agreed to hance and construct facilitres and infrastructure 
necessary to serve the Development in accordahce with Line Extension 
Agreement, and to achieve substantial completion of those facilities and 
infra,structure within 18 months of the issuance of a Start Work Notice by 
Landowner. SpecEhAly, putsuatlt 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]. 

additional infomhtion. We bok forward to serving your development. 
Please feel free to contact me if you have any questions or require &ny 

Respecthrlly yours, 

Cindy M. Liles 
Senior Vice bsident 
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HASSAYAMPA UTILIlT COMPANY 
21410 N. 19& Aveaue, Suite 201 

Phoenix, Arizona 85027 

Date 

Landowner Name and Address 

~ ~~ 

RE: Will Serve Letter for 

Dear 

Hassayampa Utiiity 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 Mdcopa  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 t h e  certificate of 
convenience and necessity (CCXkN) for HUC, the ACC’s approval to indude the 
Development in HUC’s C W 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 facilitifts and infrastructure necess- to serve the Development in 
accordance with Line Extension Agreement, and to achieve substantial 
completion of those facilities and infrastructure within 18 months of the 
issuance of a Start Work Notice by Landowner. SpecificaILy, pursuant to the 
conditions noted above, HUC shall fmance and construct the following facilities 
and i n ~ s t ~ ~ c t u r e  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 
additiond information. W e  Iook forward to senring your development. 
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Respectfully yours, 

Cindy M. Liles 
Senior Vice President 
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From: Wesley Shonerd - ENVX [mailto: Wshonerd@mail.maricopa.qov] 
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“ a t  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 

mailto:jenniferw@wamplc.com
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name and business address. 

My name is Alexander Ibhade Igwe. My business address is 10640 North 28‘” Drive, 

Suite C-205-15, Phoenix, Arizona 85029. 

What is your current employment? 

I aim the Principal of Vanguard Utility Consulting, LLC. 

Please briefly describe Vanguard Utility Consulting, LLC 

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 Coiivenieiice 

and Necessity, and other ailcillary proceedings before public utility commissions. 

Please describe your educational background and professional experience. 

I hold a Bachelor of Science degree in Accounting from the University of Benin, ligeria 

and a Master of Information Systems Management degree from Keller Graduate School of 

Management of Dewy 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 tlie National Association of Regulatory Utility Commissioners (“NARUC”) 

on regulatory audits, ratemaking, and other utility related matters. I was eiiiployed with 

the Arizona Corporation Commission (“Commission”) for over twelve years, a career that 

culiniiiated in the position of an Executive Consultant. During my eiiiployinent at tlie 

Commission, I pre-filed testimony and presented oral testimony in several proceedings. 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 
A. 

On whose behalf are you testifying in this proceeding? 

I ani 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 Copperleaf 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 

lnc. 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 froin the Coininission 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. 

A. 

Is NWP seeking resolution of the questions raised in the Petition in this docket? 

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 rateinakiiig 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. 

A. 

What is the purpose of your testimony n this proceeding? 

My testimony addresses areas of inaterial coiicerii 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 

3. Other Regulatory Matters 

WUGT’S PROPOSED RATE INCREASE 

Q. 
A. 

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 $886,06 

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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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Does NWP agree with WIJGT'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 priinarily 

driven by WUGT's reversal of the Coinmission-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 iinputation 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 iinpact on future rates charged by WUGT, and will 

adversely impact NWP's ability to develop and inarket 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 inarket the Copperleaf 
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Property. If the Commission grants WUGT a 3001- 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 

entei-prise. 

Q. 
A. 

Q. 
A. 

Is NWP opposed to any rate increase for WUGT? 

No. NWP is only opposed to that portion of tlie rate increase resulting from WUGT's 

proposal to reverse the Comniission-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 reasoiiable return on its iiivestor-provided capital. 

What is NWP's recommendation with regard to the requested rate increase? 

NWP recommends that the Commissioii 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 tlie reversal of Decision No. 7 1878 which authorizes the imputation of 

ICFA funds as CIAC or a reduction to rate base. WUGT contends that ". ..if ICFA funds 

A. 

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 of Paul Walker at page 4, lines 

14-17. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Please continue. 

WUGT lias proposed an alternate optioii if the Coniniissioii denies its request to reverse 

the imputation of ICFA funds as CIAC. WUGT seeks Coinmissioii approval of an 

"acquisitioii adjustment" related to the acquisition of West Maricopa Combine and 387 

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

What is WUGT's justification for an acquisition adjustment? 

WUGT contends that the acquisition of troubled water coinpaiiies provides significant 

public policy and customer benefits. Mr. Walker argues for Coininissioii 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 Cominissioii authorize an 

acquisition adjustment to recognize the significant public policy and customer benefits of 

the acquisition." 

What is NWP's position regarding WUGT's proposed treatment of ICFA funds in 

rate base. 

NWP urges the Coniniission to continue to account for ICFA funds as CIAC, and thus a 

reduction to rate base. WUGT does not contest the fact that ICFA funds are noii-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, Coinmission 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 Coininission should continue to recognize ICFA funds as CIAC. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What is NWP’s position on WUGT’s proposed acquisition adjustment? 

The Coininission does not grant acquisitioii adjustments for recovery of goodwill or 

acquisition premiums. The Coniinission anticipates that the iiiaiiageiiient of each utility 

will independently engage in prudent investments, iiicluding acquisition of other utilities. 

Thus, WUGT’s request for an acquisition adjustiiieiit is inconsistent with regulatory 

practice in Arizona. 

Did WUGT propose a new accounting treatment for ICFA funds on a going forward 

basis? 

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. 

Is WUGT’s proposal consistent with standard and recognized ratemaking principles 

for accounting for hook-up fees? 

Yes. 

Is WUGT’s proposed accounting methodology consistent with NWP’s argument for 

continued recognition of existing ICFA funds as CIAC? 

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. 

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

However, NWP believes that it is more appropriate to account for 

Q. 

A. 

Q. 

A. 

What is NWP’s recommendation regarding WUGT’s proposed acquisition 

adjustment? 

NWP recommends that the Commission deny WUGT’s request for an acquisition 

adjustment. 

What is NWP’s recommendation regarding WUGT’s proposed reversal of the 

accounting recognition of TCFA funds as CIAC? 

N WP recoinineiids that the Commission reject WUGT’s proposed reversal of Decision 

No. 7 1878 which recogiiizes ICFA funds as CIAC, and thus a reduction to rate base. 

OTHER REGULATORY MATTERS 

Q. 
A. 

Q. 
A. 

Are there other issues of concern to NWP? 

In general, NWP is interested in the efficient operations and quality of service withiii 

WUGT’s certificated territory. Accordingly, NWP reserves the right to address other 

regulatory matters related to this docket in its surrebuttal testimony. 

Does this conclude your testimony? 

Yes. 
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