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BEFORE THE ARIZONA CORPORATION COMMISSION 

H 

Arizona Corporation CornrntssiOrt 
BOB STUMP 

Chairman 

GARY PIERCE 
Commissioner 

C ’  1 51, 

< ,  >z i E ?  

cf 71 ( 1  
DOCKEHEE 

3. - -  .JUN 0 3 2014 V>-L a- I i 

SUSAN BITTER SMITH 
Commissioner 

BOB BURNS 
Commissioner 

IN THE MATTER OF THE APPLICATION OF 
PRESIDIO TRAILS DEVELOPMENT, LLC 
FOR DELETION OF ITS PROJECT FROM 
THE CERTIFICATE OF CONVENIENCE AND 
NECESSITY HELD BY HALCYON ACRES 
ANNEX NO. 2 WATER COMPANY, INC. 

DOCKET NO. W-023 12A- 13-0326 

RESPONSE TO STAFF REPORT 

Halcyon Acres Annex No. 2 Water Company, Inc. (“Halcyon”) and Presidio Trails 

Development, LLC (“Presidio”) (jointly, the “Applicants”) file the following response to 

the Staff Report filed in this matter on May 23,2014. 

I. Background. 

On September 20,20 13, Presidio filed with the Commission an application to have 

Presidio’s apartment project deleted from Halcyon’s Certificate of Convenience and 

Necessity (“CC&N”) (the “Application”). Administrative Law Judge (“ALJ”) Belinda A. 

Martin stayed formal proceedings in this matter via a procedural order filed on October 29, 

2013. 

On December 23,20 13, the Applicants formalized a settlement agreement regarding 

the issues described in the Application. As part of this settlement, Halcyon agreed to join 

this docket as a co-applicant and support Presidio’s request to have its property deleted 

from Halcyon’s CC&N. 

4590454-4 
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The Applicants filed a status update on January 27,20 14 notifying Commission 

Utilities Division Staff (“Staff”) and ALJ Martin of the settlement. This filing also 

requested the joinder of Halcyon as a co-applicant with Presidio and requested that the 

procedural stay be lifted. ALJ Martin granted both of these requests by a Procedural Order 

dated February 11,2014. 

On March 13,2014, Staff issued a sufficiency letter, initiating Staffs substantive 

review of the Application. 

ALJ Martin issued another procedural order on April 15,20 14. Among other 

things, this order scheduled a hearing in this matter for June 12,2014. 

On May 9,20 14, two individuals, Mr. John Moritz and Mr. Jonathan Kent, filed 

motions to intervene. ALJ Martin granted these motions on May 19,2014. 

The Staff Report filed on May 23,2014 recommends denial of the Application. 

Instead of deletion, Staff recommends that the Applicants pursue an agreement with 

Tucson Water whereby Halcyon purchases water from Tucson Water and then resells it to 

Presidio Trails. Staff indicates a willingness to reconsider its recommendation if its 

solution “is shown to not be viable.”’ 

11. Presidio’s Response. 

Presidio appreciates Staffs prompt attention to this matter and acknowledges, to a 

degree, the logic behind Staffs proposal. Presidio is not aware of any mistakes or 

inaccuracies in the Staff Report that merit comment or response. Presidio does, however, 

respectfully disagree with Staffs ultimate recommendation. 

In the six business days since the filing of the Staff Report, the Applicants have 

explored Staffs recommended solution with Tucson Water and with Halcyon’s 

management. Based on the information gathered to date, it appears that Staffs 

recommendation is not viable. 

At p.5, last sentence of second paragraph. 1 
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Tucson Water’s provision of water on a wholesale basis is governed by the City’s 

“Water Policies”, adopted by the Mayor and City Council in 1998 as Resolution No. 

17929, attached as Exhibit A. Under Section III.C.6.g of the Water Policies, Tucson Water 

cannot deliver water to a wholesale customer that is debited against a City groundwater 

account as recorded by the Arizona Department of Water Resources. As interpreted by the 

City Attorney’s office, this restriction prohibits Tucson Water from providing water to a 

wholesale customer unless that customer has its own source of renewable (Le., CAP) water 

that can be “wheeled” through the Tucson Water system. Since Halcyon does not have an 

allotment of CAP water, any water provided by Tucson Water would be considered 

groundwater, which is not allowed by the Water Policies.2 

In addition to the policy obstacle to implementing Staffs proposal, the City 

Attorney’s office has also informed the Applicants that any wholesale agreement between 

Tucson Water and Halcyon would require approval from the Mayor and City Council. 

This approval may be opposed by the same individuals who opposed - and thwarted - 

Halcyon’s zoning efforts, as described in the Application. Presidio has been pursuing a 

solution to this problem since 20 12 and should not be required to begin a new 

administrative process at the City. 

At the hearing on June 12*, Presidio intends to offer evidence that Staffs proposal 

is not viable from the perspective of Tucson Water. This evidence is expected to come 

through the testimony of Mr. Christopher Avery, Chief Water Counsel and Principal 

Assistant City Attorney for the City of Tucson. 

111. Halcyon’s Response. 

Halcyon is intrigued by Staffs recommendation, but cannot contemplate any 

consideration of elimination or evisceration (as opposed to the partial deletion requested) 

Note that Halcyon’s current Interconnection Agreement with Tucson Water, attached as Exhibit By addresses only 
the provision of water on a “temporary emergency” basis. According to the City Attorney’s Office, this is not the 
same type of interconnection agreement that would be required to implement Staffs proposal. 
4590454-4 3 
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of Halcyon’s Certificate of Convenience and Necessity. Halcyon is continuing to 

investigate, but at this time has no reason to controvert the response set forth by Presidio 

hereinabove and continues to believe that the settlement agreement with Presidio is in the 

best interest of Halcyon’s customers and shareholders. 

IV. Conclusion. 

The Applicants respectfully request that the Commission grant the Application and 

allow the development of Presidio’s apartment complex to proceed. 

RESPECTFULLY SUBMITTED this 3rd day of June, 2014. 

GOOD LAW, P.C. 

f o r  
Greno-rv E. Goo’d 
3430 E: Sunrise Drive, Suite 270 
Tucson, AZ 857 18 
P: (520) 628-8221 

Attorney for Halcyon Acres Annex No. 2 Water 
Company, Inc. 

LEWIS ROCA ROTHGERBER LLP 

Thomas H. Camp’bell 
Matthew Bingham 
201 E. Washington Street, Suite 1200 
Phoenix, AZ 85004 

Attorneys for Presidio Trails Development, LLC 

P: (602) 262-53 1 1  
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ORIGINAL and thirteen (13) copies 
of the foregoing filed this 3rd day 
of June, 20 14, with: 

The Arizona Corporation Commission 
Utilities Division - Docket Control 
1200 W. Washington Street 
Phoenix, Arizona 85007 

Copy of the foregoin hand-delivered 

Lyn Farmer, Esq. 
Chief Administrative Law Judge 
Hearing Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 

this 3rd day of June, 5 014, to: 

Janice Alward, Esq. 
Chief Counsel, Legal Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 

Mr. Steven M. Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 

COASH & COASH 
1802 North 7th Street 
Phoenix, Arizona 85006 

Belinda Martin, Esq. 
Hearing Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 

Brian E. Smith, Esq. 
Legal Division 
Arizona Corporation Commission 
1200 W. Washington Street 
Phoenix, Arizona 85007 

John Mortiz 
9025 E. 2 1 st Street 
Tucson, AZ 857 10 
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Jonathan Kent 
9066 E. 20th Street 
Tucson, AZ 85710 
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I. DEFINITIONS 

A. 
B. 
C 
D. 

E. 
F. 
G. 

H. 
I. 

3. 
K. 
L 

M. 
N. 

0. 
p. 
Q. 
R. 

S. 

T. 

U. 

V. 
W. 

ADEQ 
ADWR 
A M A  
Applicant 

CAP 
CitJr 
Cost of Service 

CWAC 
Effluent 

EPA 
G W M A  
Hydraulically 
connected 
Riparian Area 

IGA 
Non-pobblewater 

Potable water 

Reclaimed 
Utility 
Water Provider 

Tucson Water 
Department 
Tucson Water 

Service Area 
Wirste water 

Water revenue 
Emergency 
Supply 

Arizona Department of Environmental Quality 
Arizona Deparbnent of Water Resources 
Active Management Area 
Owner, authorized representative, or corporation requesting service, 
use and/or constnrction of Tucson Water facilities 

City of Tucson 
Charges for water service shall be made in direct proportion 
to the cost of securing, developing and delivering water 
to the Utility‘s various customer classes. 
Citizens’ Water Advisory Committee 
The produd of a treatment plant, having received primary 
andlor seccmdary treatment. 
U.S. E@mnmmtal Protection Agency 
1980 Groundwater Management Act 
An aquatic or terrestrial ecosystem that relies, 
at Ieast m part, on subsurface water flows. 

centralArizonaFropct 

kttergovemmental Agreement 
Water not fit for human consumption, such as effluent, 
reclaimed water and untreated CAP water. 
Water which meets EPA and ADEQ water drinking water standards 
Effluent receiving post-secondary water treatment. 

The Tucson Water Department 
. private water companies, districts, or municipalities . 

that provide water service. 
The City Of Tucson’s munidpally-owned water utility 

The lands represented on the service area maps filed annually 
with the Arizona Department of Water Resources 
Water which carries waste to a treatment faality 
through a conveyance system 
Revenue deriv+ from the operations of Tucson Water. 
A temporary water supply provided by Tucson Water 
to local private water companies for equipment M system failures 
and not for the purpose of resolving deficiencies m the system 
requesting the emergency supply 

2 



. 11. ASSUMPTIONS 

A. All financing shall be done in accordance with all city, state 
and federal requirements. 

8. To the extent that conservation programs succeed in reducing demand, 
capital improvement programs may be deferred and rate increases 
adjusted accordingly. 

In. POLICIES 
A. Finance 

1. Enterprise Basis 

a. The Utility shall be a self-supporting enterprise with all costs associated 
with the Utility to be funded from revenues derived from the sale of water 
and 0th- water-related ~ C O I T E  S O U X ~ ~ S .  

b. An annual average debt service coverage of 1.75 shall be maintained. 

c. Revenues colIected in excess of operating needs of the Utility shall 
be carried forward for future capital bond funding re@ements 
and shall not be transferred to the City's General Fund. 

d. The Utility shall maintain cash reserves adequate for known future 
obligatians pIus an allow m e  for  unbudgekd contingencies set 
at five percent (5%) of revenues from water sales. 

e. Low-income water users living within the City may be supplied 
a minimum amount of water at d u d  rates or other form of subsidized 
water service at the discretion of Mayor and Council. The cost of this 
subsidy will be h d e d  from the general fund of the City and not from 
water rates. 

2. Water Rates and Charges 

a. mst-of-service basis 

(1) Insofar as +le charges for water utility service shall be made 
on a cost-of-semice basis. 

(2) Marginal cost aspects of the water utility will be contindy studied 
by staff and considered as a factor in the malung of rates. 

3 

i 



(3) The mbstitutia of effluent and reclaimed water for potable water 
is an important element in achieving safe yield in the Tucson Basin. 
Rate setting for effluent shall be in accordance with the following 
P-b: 

(a) charges for effluent and reclaimed water shall be based 
on the cost of service whenever possible; 

@) to the extent that charges for effiuent and reclaimed water 
based on cast of service do not provide an adequate price 
incentive, the price of redaimed water shall be based 
on a market value which encourages its use; 

(c) (WAC shall review and make recommendations and the 
Mayor and Council shall hold a duly advertised .public 
hearing prior to enter- into any agreement to sell reclaimed 
watex to any customer at a rate other than that rate established 
by ordinarrce and contained in the Tucson Code. 

(4) In the event that Tucson Water enters into contract with other water 
providers for treatment and delivery of CAP allocations, the City 
shall recover its total cost of providing this service. 

b. water rate design elements 

(1) Commodity charges shall reflect the costs of service across customer 
classes and seasons, using rate structure features such as: seasonal rates; 
isolated areas service charge and reserve fund surdurge. 

(2) Custamers shall be charged for fixed and recurring costs of service 
such as: 

(a) new connections 

(c) meter reading 

(d) billing 

(3) Rate structures shall be designed so as to encourage water conservation 
and to control peak demand. 

(4) Water rates and charges shall be reviewed mually and changes 
in the rate structure shall be implemented so as to avoid sudden 
and large-scale shifts in water rates. 
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(5) Water rates for customers inside and outside the City Limits shall be 
the same within each customer class unless there is reasonable 
justification based on cost-of-senrice rate differentials. 

(6) The City shalt provide an open prrxess for determination of competitive 
wholesale water service rates. This process SM include f o d  
participation by the governing bodies of other cities and towns within 
which wholesale water service may occur. 

(7) The City shall work cooperatively with wholesale water customers 
to develop rate structures which avoid excessive retail water rate 
increases in any given year, with appropriate ansideration for City 
policy regarding full cost recovery. 

(8) 'I;he City shall work cooperatively with wholesale water customers 
to establish rate structures which comply with Arizona Corporation 
Commission requirements 

(9) With regard to existing agreements for whdesale water service, 
the City will develop rates consistent with the provisions 
of the agreements. 

3. System Development Resuiffments 

a. All cos1~ of water system facilitiea necessary to serve a new applicant shall 
be paid by that applicant. 

b. A provision shall be made to refund that portion of the COstB not direcdy 
attributable to the devdopment as lollows: 

(1) the cost differential of any oversizing of nnains beyond what 
is required for the applicant shall be refunded by Tucson Water; and 

(2) properties not finandally partiapating in the construction of certain 

Funds collected shallbe reimbursed to the party that financed the 
original facility installation. The charge shaIl be updated annually 
to reflect current canshcljon costs. 

Tucson Water facilities shall be assessed a charge upon connedi on. 

c Area-spedic charges shall be assessed to dwelopments within Tucson 
Water Service Area where significant capital investment for the importation 
and distribution of water solely to serve the specific area is required. 

I 
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4. service Area Expansion 

a. The City shall not expand its water utility service area into areas not 
presently served by other providers unless: 

. (1) Costs to existing ratepayers are considered; 

(2) Water supply factors are considered; and 

(3) Regional pIans are considemi. 

5. Capital Improvements 

a. Various combinations of revenue, general obligation bonds, tax-secured 
bonds and water revenues shall be used to finance water capital 
intpm-ts. 

b. Repayment of the bonds ahall be made from water system revenues. 

c. The type of bond financing to be used shall result in the least total cost 
to rate-payers based on present value. 

d. The term of repayment of debt shall not exceed the useful life 
of the improvement funded by such debt. 

e. Capital nquirements for relocations or other modifications to the water 
system required to accomodate other public works shall be derived 
from sources other than the water utility. 

f. Revenues accumulated in any reserve fund shall be set aside for specific 
purposes, such as water augmentation or water quality projects. 

€3. Acquisitions 

1. Systems Acquisitions 

a. The City shaII purchase other water delivery systems only if such purchase 
is beneficial to the customers of Tucson Water. Delivery systems whose 
purchase may contribute to the achievement of Ihcson Water's aims should: 

(1) possess water resources that might have a significant effect on water 
quality, availability., and supply; 

(2) be located. adjacent to or near the Utility's existing service area; and 

(3) not raise the cost of providing water to existing customers 
of the Utility. 
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b. The CWAC shall review all potential water system acquisitions and d e  
recommendations to the Mayor and Council. 

c. Whenever Tucson Water supplies water to another water provider, 
the contract or agreement governing this transaction shall encourage 
the water provider to implement a program that includes conservation 
incentives. 

2. Water Rights Acquisitions & Sales 

a. The City may purchase or sell grandfathered water rights or stored water 
. credits when the Mayor and Council determine the transaction is consistent 

with short and long-term goals and policies of the City. 

27. Water rights and stored water credits may be considered in price 
negotiations for reclaimed water and CAP wakr. 

C. Water Supply, Management and Development 

1. Water Quality 

a. Tucson Water shall provide all customers water which is safe and palatable, 
and which meets all primary Federal and State standards, including that 
all water shall: 

(1) contain no substance naturally mcurring or man-made in amounts 
that exceed the maximum Contaminant h e 1  established by the EPA 
Interim Drinking Water Standards, the Arizona Department of 
Environmental Quality or the Arizona Department of H d t h  Services 

(2) meet local standards to protect h d t h  and safety in the absence 
of national or state standards 

(3) contain no pathogens 

(4) be tested for contaminants at representative locations throughout 
the distribution system as appropriate or required by regulatory 
agencies to apprehend possible health, economic, 
or environm.entd threats 

i 

b. AU non-potable water use shall be consistent with a11 local, state, 
and federal regulations. 
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c. Tucson Water.shall be responsive and responsible to concam regarding 
water quality and will provide the public with timely and accurate 
information on matters relating to water quality issues. 

d. Tucson Water will fund remediation of groundwater contamhation 
cammensurak with its respomibility for the problem. 

2. Contingency Plans 

a. The Utility shall develop and maintain contingency plans to manage a 
water loss, shortage, delivery interruption, contamination, severe land 
subsidence or other water erneqpcy. Any emergency demand reduction 
strategy will not be based solely on an amss-theboard-percentage 
reduction on historic, residential, commdal  or industrial water usage. 
The emergency conservation measure shall f m  on the reduction or 
elimination of water intensive uses that don't affect public health or safety. 

b. Emergency water supplies shall be provided to local private water 
companies subject to Tucson Water's ability to meet the demands 
ofitscustomers - 

3. senrice Area Management 

a. The City shall maintain the right of control of effluent m accodance 
with adopted IGA's. 

b. Tucson Water shall maintain a 1oO.year assured wafer supply in accordance 
with ADWR assured water supply rules. 

c. The City shall encourage other water providers to participate hanadly 
in the regional management of water. 

d. The City shall continue to work cooperatively with all potential CAP water 
users in Pima County and with all agenaes of government to facilitate 
implementation of the CAP in Pima County. 

e. The City may enter into agreements to treat and deliver CAP water to other 
water providers to ensure that their CAP allocations are utilized 
in the Tucson AMA. 

f. The City shall cooperate fully with the ADWR to develop augmentation 
programs that may include water importation and storage and/or artificial 
groundwater recharge. 

g. Tucson Water shall cooperate in the planning and impIeTnentation 
of regional recharge programs. 
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h. The City shall continue to seek Tucson AMA wide groundwater 
management through cooperation between water users and agenaes 
of government, including ADWR. 

i. In considering funding pmjects which are sponsored by entities other than 
the Tucson Water Department, CWAC shall review the rate impacts and 
policy implications of participation in the project. 

j. The City of Tucson shall strive to become the d e  retail water provider 
within its corporate boundaries, as they may exist, now or in the future. 

k. The City shall offer to negotiate intexgovemmental agreements with other 
cities and towns governing the provision of new retail water senrice within 
the boundaries of those jurisdictions in order to clarify the relationship 
among the City, the other cities and towns and the affected retail 
customers. 

I, Where legally and physically feasible, ownership and control of existing 
Tucson Water retail service facilities within the boundaries of other cities 
and towns shall be negotiated with those entities. The fity'shall work in 
moperation with those entities to determine fair market value 
of the facilities. 

4. Non-Potable Water 

Priority shall be given to the development of treatment capaaty and delivery 
systems for non-potable water. Wherever possible, the use of non-potable water 
in place of potable water shall be requirrd for landscape irrigation 
and industrial uses. 

a. The folfowing shall be cansidered for potentid uses of nm-potable water: 

(1) Landscape irrigation and industrial uses 

(2) Direct recharge 

(3) Agricultual irrigation and livestock watering 

b. The following priorities, from highest to lowest, are established 
for utilization of non-potable watw. 

(1) Direct use to replace an existing use of potable water 

(2) Storage and recovery within the a q a  of hydrologic impact to replace 
an existing use of potable water 

(3) Direct use to replace a new use of potable water 
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(4) Storage and recovery within the aza  of hydrologic impact to sexve 
a new use that otherwise would use potable water 

(5) Storage and recovery outside the area of hydrologic impact to replace 
either an existing or a new use of potable water 

c. Since contractual rights to the use of effluent may d t  in added value to a 
user’s property, contracts shall recognize that possibility and require 
waiver by the owner of any such added value in the event of purchase or 
condemnation of the property by the City through negotiation. 

d. The City shall monitor effluent sales and deliveries by the Pima County 
Wastewater Management Department to ensure compliance with the sewer 
system transfer IGA and shall take steps to correct any failure to so 
conform when necessary. 

e. The potential for using reclaimed water shall be evaluated and included in 
all new and existing water and land use plans. 

f. Tucson Water shall actively work with new and existing large water users, 
including golf courses, parks, schools, cemeferies, industrial and multi- 
family complexes, to provide practical and economic service by the 
reclaimed water system 

g. New turf facilities and golf course development shall use effluent or 
reclaimed water for irrigation purposes. 

h. Any conditions of interim use of potable water shall be made a part of 
water service agreements and other appropriate contracts to assure prompt 
action converting to the maximum use of effluent or reclaimed water for 
irrigation purposes. These conditions shall include, but not be limited to: 

(1) the date by which the City is required to have its portion of the system 
in place; 

(2) mquirements for financial participation by the developer 
in the construction of the project; 

(3) penalties for non-compliance; and 

(4) a surcharge equaIing 50% of the potable water rate in addition to the 
regular rates and charges. This surcharge shall not apply when the 
continued use of potable water is required solely due to defiaenaes 
in the City’s system or delays in Cjty construction. 

10 



i. When private development requires d a i m e d  water service in advance of 
the City‘s construction schedule, developers shall work with Tucson Water 
to formdate a plan of service to be implemented at the sole expense of the 
deveIoper with facilities to be dedicated to Tucson Water upon completion. 

j. When h d i n g  is available, the City will finance or participate in the 
construction of reclaimed water pipelines in the Tucson Water service area 
to serve customers whose estimated reclaimed water usage is suffiaent to 
justify pipeline construction on the basis of economic feasibility. 

. 

k effluent contro1 (IGA) 

(1) Effluent use shall be controlle!d as follows: 

(a) The use of all effluent derived from water developed by the Ciq, 
including the City‘s docation of CAP water, shall be d i d y  
controlled by the City 

(b) Effluent from any County treatment plant derived from water 
developed- by entities other than the City may be controlled by the 
City on a c a s e - b y a  basis through contracts between the City and 
others subject to applicable conditions to include: 

i) conditions requested by pima County m the devdopment of their 
waste water s y s t e m  that are consistent with the water 
management plans and gods of the Tucscm AMA. 

ii) that the use of effluent shall reduce the amount of groundwater 
which the other party could otherwise lawfully have pumped. 

iii) that the terms of the contract shall be sufficient to amortize 
the cost of system i m p m ~ t s .  

(2) The City may only enter a contract with the County under the teras of 
which the County would control the effluent d e r  conditions mutually 
agreed upon, with no payment by the County to the City, except for 
sharing net profits as provided in the Sewer Transfer IGA, when the City: 

(a) is not using the effluent; 

(b) has no plans to use the effluent; 

(c) has no contract with another party for use of effluent 

(d) has no plans for entering into a’ contract with another for the use 
of the effluent; 

(e) has no existing or proposed pTopcts which could be negatively 
impacted. 
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5. Recharge 

a. Groundwater recharge shall be used as a strategy for augmenting 
the groundwater and for providing long-term operational flexibility 
to Tucson Water's supply system. 

b. T u m  Water ;hall develop demonstration projects as  Fequired to assess 
the feasiiility of recharging various water sources for operational 
and long-term storage. 

c. Tucson Water shall fuUy participate with other agencies to develop 
programs for water supply augmentation within the Tucson AMA. 

d. The City may provide recharge water only to entities which have the legal 
authority to store water. 

4. Wholesale Water Service 

a. Tucson Water shall offer to provide wholesale water service to other retail 
water providers in the region. 

b. Tucson Watershall offer both interruptible and non-interruptiile water 
service to wholesale customers. 

c Tucson Water shall be responsible for delivering a specified flow rate at a 
specified pressure range to the point of delivery to wholesale customers. 

d. Each wholesale customer shall be responsiile for all necessary storage and 
transmission facilities beyond the point of wholesale delivery, unless 
otherwise provided for in separately negotiated agreements. 

e. Tucson Water shall be responsible for delivering wholesale water in 
accordance with the primary water quality standards established pursuant 
to the Federal Safe Drinking Water Act (42 United States Code Sections 
300F et seq.) at the point of delivery to the retail water service provider. 

f. Each wholesale customer shall be solely responsible for maintaining water 
quality within its own retail water distribution system. 

g. 'hcson Water shall deliver to a wholesale customer only water which is 
not debited against a City of Tucson groundwater account established 
by the Arizona Department of Water Resources. 

h. Central Arizona Project water held under subcontract by any wholesale 
water customer may be treated and directly d e l i v d  or may be stored 
underground by Tucson Water on behalf of the wholesale customer. 

i. Agreements to mat and deliver or to recharge wholesale customers' CAP 
water shall be separately negotiated. 
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7. Design standards 

a. T u r n  Water shall utilize its published design criteria for the 
development of all utility facilities, except when rezoning, neighborhod 
p h ,  or other Mayor and Council actions set aesthetic standards for the 
area that differ from Tucson Water's standard. In these cases, Tvcson Water 
shall work with the city w g  Department, the developer and the 
neighborhood to design facilities that are consistent with the anzhitectural 
theme or prevailing Imdscape type of the area. 

8. A m  Valley Land 

a. Ground water use, storage, and recovery 

(1) No lands with appurtenant water rights shall be sold. 

(2) City staff shall take all necessary actions to establish, maximize and 
preserve water rights on lands 

(3) No users other than Tucson Water shall export any ground water 
extracted from Tucsorr Water Avra Valley properties. 

(4) Facilities to store and recover imported water may be constructed 
on Avra Valley lands. 

(5) Imported water , including CAP and effluent, which is recharged 
on Avra Valley lands, may be recoved within the area 
of hydrologic impact. 

b.Landuse 

(1) Land use shall: 

(a) Benefit the Tucson Water Department rate payers 

(b) Be consistent with all land use requirements and envimunental 
regulations 

{c) Be undertaken only in conjunction with notice to adjoining property 
owners and/or a public process to inform area residents of the use 

(d) To the extent possible, preserve those lands having abundant 
vegetative cover in their natwal state 

(e) In conjunction with on-site cons~ctiun, vegetation shall be q h c e d  
or restored as part of the project- 
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c. Leases 

(1) Use shall include all economically reasonable watersaving designs, 
techniques and equipment. 

(2) The quantity of water to be used as well as other non-monetary benefits 
to Tucson Water rate payers shall be considered 

(3) Any use shall result in reduction or elimination of the City's 
maintenance costs. 

(4) Use shall produce significant income to Tucson Water and/or value in 
excess of the City's cost of contract administration benefiting Tucson 
Water rate payers. 

(5) In ff ood-prone areas, uses shall conform to flood plain regulations. 

(6) Lessees shall be responsible for all necessary licenses, permits and all 
applicabIe fees and taxes. 

(7) User shd be required to postabond at thebeginning of the lease 
guaranteeing damation and megetation of the land at lease 
expiration. 

(8) Where appropriate users shall be Fequired in the lease to construct 
and/or maintain appmpriate fencing. 

(9) Leases shall contain provisions to protect against risk of environmental 
damage, including groundwater pollution. ~ 

(10) Where appropriate all users shall be required to construct and/or 
maintain all necessary onsite flood control structures. 

9. Protection of HydradicaIIy-Cormected Riparian Areas 

a. identification of areas 

(1) the areas on the City's Environmental Resource Zone and Pima County 
Hood Control District maps shall be subject to the policies described 
in this section. 

b. drilling of new wells 

(1) except under circumstances involving special conditions in which no 
hydrologic impacts can be identified, Tucson Water shall not driIl any 
new wells inside or within one (1) mile of designated hydraulically- 
connected riparian areas. 
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c. operation and evaluation of existing wells 

(1) Tucson Water wells located inside or within one (1) mile of designated 
hydraulically-connected riparian areas shall be operated so as to 
preserve these riparian areas 

(2) the feasibility of CAP recharge inside or within one (I) mile of 
designated hydradicallyannected riparian areas shall be evaluated. 

d. preservation through conservation 

(1) Tucson Water shall utilize conservation as a mechanism to reduce the 
need for local pumping in area5 having designated hydraulically- 
connected riparian habitats. 

(2) Tucson Water shall work with private water companies and private 
well owners to develop conservation program to reduce local 
groundwater pumping in areas having designated hydraulically- 
connected riparian habitats. 

D. Conservation 

1. The City of Tucson is required to meet conservation targets as established by the 
Arizona Department of Water Resources. Conservation program elements, 
such as public information and education, incentives and ordhances, will be 
developed and implemented to achieve conservation targets. 

2. The City of Tucson will ''Lead by Example" by promoting water conservaticm 
and environmental aesthetics by applying fhe principles of Xeriscape to public 
projects and following adopted regdations. 

E. Policy Rwiew Process 

1. Policies review 

a. Mayor and Council policies shall be reviewed annually or more frequently 
aswarranted. 

2. Lungrange plan 

! 

a. The long-range plan, including a comprehensive water consemation 
program, shall be annually reviewed and revised. 
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EXHIBIT B 



WATER SERVICE I[NTERCQNNECT AGREEMENT 

-Potsble Water System 

-ReeMmd Water System 

This Agreement is entered into this 
Tucson Water md Halcyon Acres Annex N 

coventints to T-n Water regarding Company’s proposed use of said water service. 

NOW, THEREFORE, Tucson Water and Company agree, m v m t  warrant as 

I. D E r n O N S .  

CAP: Central Arizona Project sdace water treatment and delivery systems. 

Company: A private or public corponttiCn, water cooperative, or go e a  
authorized by the approPriate local, state, national or (s) to purvey, sea or distribute 
water to users or customers within the Tucson Active M m m t  Area; and the entity 
r e q d n g  water Senrice(s) under&@ Agreement. 

Discontinuance Notice: written notice of termination of service, sent via U.S. mail, to 
Company to notify of turn-off, or removal of metered Service and cancellation of Agreement. 

Potable Water: Groundwater or treated rsurface water for residential, commercial, or 
industrial domestic use onlv. - 

Reclaimed Water: Treated al 
uses only, as permitted by the Arizona Department of Enviromwa Quality. 

sentice Area: Geographical boundary of the Company’s water service area, as legally 
described and authorized by the Arizona Corporation Commission or established pursuant to 
appropriate governmental aufhority. 

System Failure: Severe water supply deficiency due to a substantial breakdown or 
incapacitation of the Company’s production or delivery system, including, but not Limited to 
pumping plant equipment, wells, major pipelines or Contamination which cannot be immediately 
rectified. System failure does not include on-going supply deficiemies. 

Service: M e t e d  interconneetion between the Company and Tucson Water used to 
supply C o m p y  potable water or reclaimed water. 
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11. CONWNANTS. 

A. T m  of Service, Activation. 

1.  The water Service shall be designated for distribution for domestic potable 
purposes only. extended pursuant to paragraph B. 

B. CaDacitv Limit. 

1. The capacity of the water service@) shall be limited to the maximum allowable 
capacity of the water meter(s) basxi size, by Tucson Water. 

2. Fire is not 

C. Location. 

1. The meter@) shall be set by Tucson Water at the boundary of, or within, the 
Company’s service area, at the following location(s): approximately 750 feet south of Gollob 
Road and 180 feet north of 21‘‘ Street adjacent to an existing Company well site (Section 15, T 
14 S, Rl4 E). 

2. Tucson Water will make the final site de&rmhation and Company agrees to 
accept the service at the pressure and flow available. 

D. Costs Resmnsibilitv of ComDany. 

1. Meter fees shall be paid by the Company. The standard and area specific service 
connection fees will be charged based upon the size of the meter approved and installed by 
Tucson Water. 

2. Rate charge, or cost of water, shall be equal to the standard commercial potable 
water 

3. Reduced Pressure (BacMlow) Assembly(s) shall be installed by the Company as 
per Tucson Water Standard Detail SD-1802, under the direction of the Tucson Water Cross- 
Connection Control Inspector, at each interconnection. 

4. Pipeline extensions and water system improvements, including all materials and 
installation of valves, pumping plants, interconnections and easement acquisitions, required to 
reach the boundary of Company’s d c e  area, are the responsibility of the Company. All plans, 
construction and components shall mt the latest edition of the Tucson Water “Standard 
Specifications and Details” and “Design and Construction Procedures”. 

E. Limitations. 
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1. Both parties agree to abide by all Id, state and federal regulations, laws arid 
en&mement authority that a violation 

ither party without consent of the other 
ordinances, and if notification is made 
has occurred, this Agreement may be 
Party. 

2. No warranty is expressed or implied that sufficient pressure or capacity is 
minim- such as fre serrices, 

hydrants 01: sprinklers. Tucson water will in @ &ith to provide standard 
pressure and capacity to rhe meter, amistmt with service a typical Tucson Water customer 
enjoys fkom a meter of the same size, at the same elevation, in the immediab vicinity. '"he 
Company will be responsible to reduce prwmres as desire& for Company p r e h c e  or 
requirements within its own s m i  

available for any specific use which may 

3. This servic ) is not intended to extend n W&er's assured water 
supply to the Company. 

F. TemsofAarmment. Extension. 

1. This Agnxmat shall nut exceed a term of ten (10) years from the date of 
execution and must be renegotiated at termiuatim if further extension of water service is desired, 
considering and accommodation changing conditions of both systems; or this Agreement shall be 
terminated upon execution of other forms of water s d c e  agreements. 

2. An addendum, signed by both parties, is required to vary &om the terms of this 
Agreement. 

HI. CERTIFTCATION. 

The Company certifies that the Company's water system is suffciently sized and 
maintained to provide its customers continuous, hi& quality water service, and that service Erom 
Tucson Water will only be used to supplement the Company's existing demand mpiranents. 

The Company shall indemnify, defend and hold the City of Tucson, its Mayor and 
Council, offices and employees, boards, eommiftees and commissions, harmless from all claims 
of liability for any damage to property (real or persod) or injury to persons, including death, 
which arise or are alleged to have arisen, in whole or in part, as a result of the delivery or non- 
delivery of water d c e ,  including excess or deficient water pressure, under this Agreement. 

Tucson Water will deliver to the senrice connection@) water which meets all Federal and 
State quality standads. 

The Company will hold the City harmless from all liiility from any contamination 
caused by the Compmy which m y  occur beyond the service c o d o n ( s ) .  
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IN WITNESS WHEREOF, the parties hereto have caused this instnunat to be duly 
executed, all as of the date timt a b e  written. 

BY: 

STATE OF ARIZONA ) 

COUNTY OF PIMA ) 
) ss. 

IN WITNESS WHEREOF, I have hereunto set: my hand and official sed. 

My Commission Expires: 

a- I -  1s" 
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