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1 Steve Were , Sta te  Bar No. 019630
MOYES  S ELLERS  & HENDRICKS  LTD.
1850 N. Centra l Ave ., Suite  1100
P hoe nix, Arizona  85004
Te lephone : 602-604-2141
e-mail: swene@1aw-msh.com
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BEFORE THE ARIZONA CORPORATION COMMISSION
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DOUG LITTLE
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN
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15 DOCKET NO. W-01689A-16-0-88

16 WATER DIVISION
FINANCE APPLICATION17

IN THE MATTER OF THE
APPLICATION OF CLEAR SPRINGS
UTILITY COMPANY, INC., FOR
AUTHORITY TO INCUR LONG-TERM
DEBT
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20
Clea r Springs  Utility Company, Inc. ("Clea r Springs" or "Company") he reby file s

21

22
an application to finance improvements to its water system.

23 INF O RMATIO N REQ UES TED O N AP P LICATIO N F O RM

24
1 . Applicant's Name and Address.
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Clear Springs Utility Company, Inc.
Attn: Bonnie O'Connor
Southwestern Utility Management
P.O. Box 85 l60
2015 N. Forbes Blvd., Ste. 107
Tucson, Arizona 85745
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Telephone: 520-623-5172 ext. 7
Facsimile: 520-792-03772

3 2. Person Authorized to Receive Communications.
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Steve  Were
Modes  Se lle rs  & Hendricks  Ltd.
1850 North Centra l Ave ., Suite  1100
Phoenix, Arizona  85004
Telephone : (602) 604-2189
Fa cs imile : (602)274-9135
swene@law-msh.com

9

10
3. Data Request Responses.

The  re s pons e s  to the  da ta  re que s t a re  s e t forth in Atta chme nt A.
11

4. Consistency with A.R.S. § 40-301et seq.
12

13

14

15

16

17

The proposed financing is : (a) within the  Company's  corpora te  Powers ,

(b) compatible  with the  public inte res t, (c) compatible  with sound financia l practices ,

(d) compatible  with the  proper performance  by the  applicant of service  as  a  public service

corpora tion and will not impair the  Company's  ability to perform tha t se rvice , and (e ) the

financing is  not reasonably chargeable to operative expenses or to income because the

proceeds are  being used to make major capita l improvements .
18

4. Proceeds Statement and Service Fees.
19

20

21

22

Gros s  proce e ds  will be  $586,002. The re  is  a  $5,000 origina tion fe e . The

Compa ny will ne t $581,002 from the  propos e d loa n. Unde r CoBa nk's  te rms , the

Compa ny a nticipa te s  pa ying a  fixe d inte re s t ra te  of a pproxima te ly 5.25%. This  ma rke t

ra te lo a n is  re a s ona ble  for the  Commis s ion to a pprove  .
23

24
8. Documents to be Executed in this Matter.

A copy of s ta nda rd loa n a gre e me nt is  s e t forth in Atta chme nt B.
25

26

27

10. Customer Notice.

2B

The  Commis s ion 's  re quire d notice  will be  time ly publis he d in  a  ne ws pa pe r of

ge ne ra l circula tion in the  Compa ny's  s e rvice  a re a . Th e Compa ny will file  with  the

2



1
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3
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Commission a  copy of the  actua l notice  published and an affidavit s ta ting when it was

published.

REQUESTFOR APPROVAL

As se t forth in this  Applica tion, the  Company reques ts  tha t the  Commiss ion

authorize  the  financing described here in.

DATED this  19"' day of Augus t, 2016.

MOYES  S ELLERS  & HENDRICKS  LTD.

Steve We re

Orig in a l and 13 copies  filed this
1981 day of August, 2016, with:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoe nix, Arizona  85007
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1 ATTACHMENT A
2

3 1.1
4

5

6

7

8

9

10

1 1

12

13 Res pons e 1.1 -

4 Provide  audited financia l s ta tements  for the  Company's  most recent fisca l year end

to include , but not limited to, ba lance  sheets , income s ta tements , reconcilia tion of

re ta ined earnings (membership capita l or equity), cash flow sta tements , footnotes ,

disclosures, and any other pertinent documentation including a  schedule  of general and

adminis tra tive  costs , and a ll management and accountants  opinion le tters . Ur-audited

financia l s ta tements  will suffice  if audited s ta tements  a re  not routine ly genera ted. if the

financia l s ta tements  provided are  not for the  fisca l year immedia te ly preceding the

calendar year in which the  current financing approval applica tion is  docketed, indica te

when the more recent financial s ta tements are  expected to be available  and provide them

as soon as they become available.

See  Exhibit 1.1 (Company's  most-recent annual report).

14

15

16

17
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19

20

2 1

2 2

1.2 - Provide the name and address of the lender or debt placement agent, and the

expected te rms of the  planned financing, including but not limited to, loan amount,

inception date , maturity date , interest ra te  (for variable  interest ra tes  s ta te  the  basis  upon

which the rate  is  dependent and the time interval or frequency the changes are

implemented), numerical covenants  such as  debt service  coverage ("DSC"), times interest

ea rned coverage  ("TlER"), cash coverage  ra tio ("CCR"), equity-to-tota l capita l ra tio, e tc.

For amortizing loans, provide  an amortiza tion schedule  showing the  scheduled payments

for principa l and inte res t for the  full dura tion of the  loan.

Res pons e 1.2.1 - The  lender is  CoBank, and the  contact information is  se t forth be low:2 3

24

2 5

2 6

2 7

CoBa nk, ACB
Attn: Brya n Ervin
6340 S. Fiddlers  Green Circle
Greenwood Village , Colorado 801 l 1-1914
303-740-4377

28
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Res pons e 1.2.2 - If the  Commiss ion authorizes  the  proposed debt, the  Company will

request tha t CoBank lend the  Company $586,002 a t a  fixed ra te  of approximate ly 5.25%

for a  20-year te rm. Consis tent with indus try practice , CoBank cannot offe r the  actua l

finance  te rms until the  Commiss ion authorizes  water providers  like  the  Company to incur

debt. To assis t in the  loan analysis , a  copy of the  proposed loan agreement se t forth in

Atta chme nt B.

Res pons e 1.2.3 - Regarding the  numerical covenants , the  Debt Service  Coverage

requirement is  1.00.

Res pons e 1.2.4 - The  amortiza tion schedule  will be  deve loped following Commiss ion

approva l of the  loan.

12

13

14

15

16

17

1.3 - Provide  an explanation of the  proposed use  of the  financing proceeds. If the

proceeds  of the  financing a re  for funding multiple  projects /uses  or a  construction work

plan ("CWP"), provide  a  de ta iled lis t of the  projects /uses  or a  copy of the  CWP and the

associated cost and the expected funding dates for each. Also provide a  copy of any

independent external engineering review of the  CWP.

See Opinion of Probable  Cost se t forth in Exhibit 1Q3.Res pons e 1.3
18

19

20

2 1

22

1.4 - If inte rim funding is  to be  utilized for the  projects  in the  CWP, identify the  source

of a ll e lements  of this  expected inte rim funding and when the  inte rim funding is  expected

to be  re tired and replaced with permanent funding from this  new financing arrangement.

Res pons e 1.4 - Not applicable .
23

24 1.5
25

26

27

- Provide  the  ba lances , if any, of "Advances  in Aid of Cons truction" and

"Contributions  in Aid of Cons truction," a s  of the  end of the  Company's  mos t recent fisca l

year.

Res pons e 1.5 - See  Exhibit 1.1 (Company's  most-recent annua l report).
28
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Lo a n Decision
No.

Amo unt
Approved

Amount
Taken

Current
Balance

Maturity
Date

WIFA
Loa n 1

62583
May 2000

$80,000 $80,000 $30,004 Aug. 2017

WIFA
Loan 2

68443
Feb 2006

$40,640 $40,640 $24,814 May 2022

WIFA
Loan 3

74037
Aug 20I3

$426,249 $154,794 $154,794 Nov 2035

Annecy
Loa n l

75590
Jun 2016

$70,000 $70,000 $70,000 Jun 2036

1

2

3

4

5

6

7 Res pons e 1.6

1.6 - Provide  proof of notice  of this  matte r duly published within newspapers  of genera l

circula tion within the  Company's  se rvice  te rritory, as  specified in the  finance  applica tion

form a t http://www.azcc.gov/divis ions /utilitie s /forms .a sp. Ide ntify a ny othe r me thod

(e .g., direct mail) used to provide  customer notice  of the  financing applica tion, provide  a

copy of the  notice  and specify the  date  the  notice  was provided to customers and provide

an affidavit a ttes ting to the  provis ion of the  supplementa l or a lte rna te  notice  method.

- The  notice  of this  applica tion will be  provided pursuant to the  ins truction
8 of the  court.

9

10

11

12

1.7 - Provide  the  number of customers  currently served by ra te  class , and a  brief

description of each class  of customers  (res identia l, commercia l, e tc.).

Res pons e 1.7- See  Exhibit 1.1 (most recent Company annual report).
13

14

15

16

17

18

19 Res pons e 1.8

1.8 - Provide  a  schedule  de ta iling a ll financing approvals  obta ined by the  Arizona

Corpora tion Commiss ion ("Commiss ion") tha t remain in e ffect and indica te  docke t

numbers, amounts approved, amounts drawn and any balances not yet drawn. For any

balances not yet drawn, provide  an explanation of why the  funds have not been drawn

and how the  Company intends  to utilize  this  currently ava ilable  borrowing capacity.

Currently, the  Company has  the  following loans  :
20

21

22

23

24

25

26

27

28 The Company was unable  to borrow the  approved amount for WIFA Loan 3 because

6



1

2

3

WIFA did not approve  ce rta in improvements  authorized by the  Commiss ion. The

Company has  not ye t drawn the  full amount of WIFA Loan 3 because  the  project is  s till

ongoing.
4

5

6

7

8

9

10

1 1

12

13

14

15

1.9 - If not clea rly identified with the  financia l s ta tements  and footnotes  of the  financia l

s ta tements  provided in response  to 1.1, provide  a  complete  lis t of a ll long-term debt

obliga tions  (including capita l leases). For each obliga tion provide: the  lender's  name and

contact information, the  initia l loan amount, the  current outs tanding (unpaid) ba lance , the

inception date , the  maturity date(s), the  annual interest ra te  (for variable  interest ra tes

state  the basis  upon which the rate  is  dependent and the time interval or frequency the

changes are  implemented), the  numerical covenants  such as  DSC, TIER, CCR, equity-to-

tota l capita l ra tio, e tc. For amortizing loans , provide  and amortiza tion schedule  showing

the  scheduled payments  for principa l and interes t. Also, provide  any other information

pertinent for ga ining an essentia l unders tanding of the  Company's  debt obliga tions .

The Company's  debt obligations are  noted in Response 1.8.Res pons e 1.9
16

1 7

1 8

19

20 Res pons e 1.10

1.10 - If any of the  proceeds  from the  newly proposed debt will be  used to re tire  exis ting

long-term or short-term debt, identify the  specific loans, amounts  and anticipated dates

for the  re funding.

The Company does not intend to refinance any loans.
21

22 1.11

23

24 Res pons e 1.11
25

- Provide  a  ce rtifica te  of re solution from the  board of directors  authorizing the  filing

of this  applica tion.

- The  Company is  owned entire ly by Potable  Products  Management

Company, LLC. The  manager of Potable  Products  authorized the  applica tion filing.

26

27

28

1.12 - Provide  financia l informa tion projecting the  Company's  e s tima ted financia l

performance  (cash flows, opera ting income) for each of the  next five  years , identifying

7



1

2 Res pons e 1.12
3

all s ignificant assumptions (e .g., ra te  increases , customer/sa les  grow, infla tion, e tc.)

The Company has  filed a  ra te  case . See  Docket No. W-01689A-16-

0187. The  Company hereby incorpora tes  the  Rate  Applica tion filed in tha t case  in
4 response  to this  question. The Company is  providing pro forma balance  sheet, income
5

6

7

8

sta tement, tax calcula tions, and a  deprecia tion expense schedule  se t forth in Exhibit 1.12.

We Company anticipa tes  tha t this  loan will be  repaid through a  surcharge  mechanism,

which is  ca lcula ted in Exhibit 1.12 as  we ll. The  Company be lieves  the  projections  will

remain the  same for five  years .

9

10

11

12

1 3

14

15

16

1.13 - If the  Compa ny ha s  a  re volving line -of-cre dit fa cility ("LOC"), provide  the

following: the  execution da te , the  te rmina tion da te , the  maximum borrowing capacity, the

balance for each of the most recent 12 months, the  name of the lender, the  basis  and term

for the  interest ra te  charged (e .g., LIB OR plus 2.0 percent), a  deta iled explanation of any

fees other than interest (e .g., a  commitment fee) and an explanation of any changes the

Company anticipa tes  to the  line-of-credit during the  next five  years .

Res pons e 1.13 - Not a pplica ble .
17

1 8 1.14 - If applicable , provide  the  Company's  most recent credit agency(ies ) financia l

re vie w(s ).1 9

2 0 Res pons e 1.14 - The  Company does  not possess  this  information.
2 1

2 2

2 3

24

1.15 - Provide  the  Commiss ion decis ion number and da te  for the  Company's  most recent

general rate case and state the date of the test year end used in that rate case.

Res pons e 1.15 - Decis ion No. 74037 (Aug. 16, 2013) (Tes t Year ending Dec. 31, 2010).
2 5

2 6

2 7

1.16

28 Res pons e 1.16

Identify any additiona l financing authoriza tions  the  Company contempla tes

seeking from the  Commiss ion in the  next five  years .

.- None .
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5

1.17 - For a  financing applica tion by an e lectric provide r in which the  funds  will be  used

for projects  in a  CWP tha t has  not been previously reviewed by the  Commission, provide

the  following information in the  spreadshee t provided..

Res pons e 1.17 -Not Applica ble .
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1 1

12

13

1 4

1 5

16
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20

2 1
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24

25

26
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28
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AR1ZONA CORPQRATIQN.commIssIon
UTILIIIES DIVISION

ANNUAL REPORT MAILING LABEL1 MAKE CHANGES AS NECESSARY

ANNUAL REPORT
Water & Wastewater

FOR YE AR E NDING

1 2  3 1 2015

FOR COMMISSION USE
ANN 04-05 15

5-1844>

WS-01689A
ARIZONA oona»nATlor

COMMl8SlONClear Springs Utility Company, Inc.

PO BOX 85160
Tucson, AZ 85754 MAY 72015

Utilities Division

Please click here if pre-printed Company name on this form is not your current
Company name or db name is not included.

Please list current Company name including db here:



Clear Springs Utility Company, Inc.Company Name (BusinessName)

Mailing Address
- |

PO Box 85160
(Sheet)

Tucson 85754
_ ; _

(city)

A Z

Grate) (Zip)

(520) 623-5172
Telephone No.'(l3cTud¢ Area Code)

( 5 2 0 )  7 9 2 - 0 3 7 7

Fax No. (nmlude Area Code) Cell No. (Include: Area C od c ) -

Email Address info @southwestemudlity.c0rn

Local Office Mailing Address
s-u _nu

PO Box 85160
('sir°eT'

AZ
_<s¢»n=)

Tucson
Tliw)

8 5 7 5 4

(Zip)

( 5 2 0 ) 7 9 2 - 0 3 7 7

Fax Nu. (Include Area Code) Cell No. (Include Area Code)

( 5 2 0 )  6 2 3 - 5 1 7 2

LocalOffice Telephone n`0. (incl Area Code)

Email Address info@southwestemutility.com

_ _

X Management Contact:

PO Box 85160 A Z

(S\R18)(Street)

(Title)

85754
(Zip)

(520) 623-5172

Telephone No. (Include Area Code) Cell No. (Include Area Code)

Southwestern Utility Management, Inc.
(NaH1=)

_Tucson
(Guy)

( 5 2 0 ) 7 9 2 - 0 3 7 7

FaxNo. (IncludeArea Code)

Email Address u1fo@southwestemutility.com
-

O11 Site Manager:
_ _

Matthew England
(Name)

Tucson 85754

(Zip)(city)

A Z

(Slate)

.. __(520) 792-0377

P O B o x  8 5 1 6 0

(811821)

( 5 2 0 ) 6 2 3 - 5 1 7 2

Telephone No. (Include Area Code) Fax No. (Include Area Code) Ccll No. (Include Area Code)

Email Address info@ southwesternutility.com

COMPANY INFORMATION

i

I
I

I
I

I
i

i

i

|

4

MANAGEMENT INFORMATION

l

l

I

[
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ur- -_

Statutory Agent: Bonnie O'Connor

(Name)

PO Box 85160
(Slnxl)

Tucson

(com

A Z

(State)

85754

i?)

(520) 623-5172
Telephone No. (Include Ama Code)

(520)792-0377

Fax No. (Include Area Code) c¢u No. Gnclude Area coal)

Attorney: N/A

(NIIDC)

. .
(Sheet) (City) (State) (Zip)

Cell No. (Include A.rea Code)Fax No. (Include Area Code)Telephone No. (Include Area Code)

Email Address

v-

Check the following box that applies to your company:

Sole Proprietor (S) C Corporation (C) (Other than Association/Co-op)

Partnership (P) Subchapter S Corporation (Z)

Association/Co-op (A)Bankruptcy (B )

Limited Liability CompanyReceivership (R)

Other (Describe) Qualified Subchapter S Subsidiary_(_Qsub)
-

Check the box below for the county/ies in which you are certificated to provide service:

APACHE COCHISE COCONINO

GILA GRAHAM GREENLEE

MARICOPALA PAZ MOHAVE

NAVAJO PIMA PINAL

YUMASANTA CRUZ YAVAPAI

STATEWIDE

OWNERSHIP INFORMATION

COUNT_1E_S SERVED

3
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COMP ANY NAME: Cle a r S prings  Utility Com pa ny, Inc .

Acc t.
No .

Description
Original

Cost (AC)

Accumulated
Depreciation

(AD)

O.C.L.D.
(OC less AD)

301 Organization $ 1,625 S 1,625
302 Franchises

303 La nd & La nd Rights 210 210
304 Structures & Improvements 29,015 28,587 428
307 Wells  & S prings 186,615 180,158 6,457
311 Pumping Equipme nt 235,775 198,582 37,193
320 Water Treatment Equipment

-

320.1 Water Treatment Plants

320.2 Solution Chemical Feeders 5,150 4,747 403
330 Distribution Reservoirs and Standpipes 16,011 16,011

330.1 Storage Tanks 145,423 113,226 32,197
330.2 Pressure Tanks

331 Transmission and Distribution Mains 355,402 331,289 24,113
333 Sesrvices 125,518 98,747 26,772
334 Meters  and Meter Insta lla tiolls 101,942 80,976 20,965
335 I-Iydrants 12,214 10,110 2,104
336 Backflow Prevention Devices

339 Other P lant and Misc. Equipment

340 Office  Furniture  a nd Equipme nt

340.1 Computers & Software

341 Transporta tion Equipment

343 Tools, Shop and Garage Equipment

344 Labora tory Equipment

345 Power Ope ra ted Equipment

346 Communications Equipment

347 Misce llaneous Equipment

348 Other Tangible  P lant

TO TALS $ 1,214,901 s 1,062,433 152,468$

WATE R UTILITY P LANT IN S E RVICE

Total Accumulated Depreciation amount goes on the Balance Sheet Acct. No. 108

4



COMP ANY NAME: Cle a r S prings  Utility Compa ny, Inc.

Acct.
No.

DE S C R IP TIO N
Orig in a l Co s t

(1)

Depreciation
Percentage

(2)

Depreciation
Expense
(1 X 2)

301 Organization $ 1,625 $

302 Ffanghises

303 Land & Land Rights 210 N/A
304 S tructure s  &Improvements 29,015 3.33% 15

307 Wells ba  Springs 186,615 3.33% 245

311 P umping Equipment 235,775 12.50% 14,315
320 Water Trea tment Equipment 20.00%

320.1 Water Trea tment Plants

320.2 Solution Chemical Feeders 5,150 20.00% 115
330 Distribution Reservoirs  and S tandpipes 16,011 2.22%

330.1 Storage Taltlks 145,423 2.22% 3,228
330.2 Pressure Tanks

331 Transmiss ion and Dis tribution Mains 355,402 2.00% 7,075
333 Services 125,518 3.33% 4,151
334 Meters and Meter Installations 101,942 8.33% 2,722
335 Hydra nts 12,214 2.00% 47
336 Backflow Prevention Dewlces 6.67%

339 Other P lant and Misc. Equipment 6.67%

340 Office  Furniture  and Equipment 6.67%

340.1 Computers & Software 33.33%

341 Transporta tion Equipment 20.00%

343 Tools, Shop and Garage  Equipment 5.00%

344 Labora tory Equipment 10.00%

345 Power Operated Equipment 5.00%

346 Communications Equlpment 10.00%

347 Misce llaneous  Equipment 10.00%

348 Other Tangible  P lant 10.00%

S UBTO TAL 1,214,901 31,914
LESS CIAC Amortization (2,615)

TO TALS  * $ 1,214,901 s 29,299

WATE R  UTILITY C ALC ULATIO N O F  DE P R E C IATIO N E XP E NS E F O R C UR R E NT  YE AR

* This amount goes on the Comparative Statement of Income and Expense Acct. No. 403

5



Company Name: Clear Springs Utility Company, Inc.

Acct.

No.

ASSETS

BALANCE AT
BEGINNING OF

YE AR

BALANCE AT
END OF YEAR

CURRENT AND ACCRUED AS S ETS

131 Cash $ 12,739 s 20,902

134 Working Funds

135 Temporary Cash Investments 25,735 29,216

141 Customer Accounts Receivable 8,3 17 418

146 Notes/Receivables firm Associated Companies

151 Plant Material and Supplies

162 Prepayments

174 Miscellaneous Current and Accrued Assets

TOTAL CURRENT AND ACCRUED ASSETS s 46,791 $ 50,536

FIXED AS S ETS

101 Utility P la nt in Service s 1,214,543 $ 1,214,901

103 Property Held for Future Us e

105 Construction Work In Progress

108 1 .1Accumulated re cition - Utility P la nt (1,040,521 (1,062,433)
121 No t-Utility Properly

122 Accumulated Depreciation - Non Utility

TOTAL FIXED ASSETS $ 174,022 s 152,468

TOTAL ASSETS s 220,813 s 203,004

WATER UTILITY BALANCE SHEET

NOTE: The Assets on this page should be equal to Total Liabilities and Capital on the following page.
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Company Name: ClearSprings Utility Company, Inc.

Acct.

No.

LIABILITIES

BALANCE AT
BEGINNING OF

YEAR

BALANCE AT
END OF
YEAR

CIIRRENT LIABILITIES
231 Accounts Payable $ 7,634 $ 31,878

232 Notes Payable (Current Portion)

234 Notes/Accounts Payable to AssociatedCompanies

235 Customer Deposits 9,860 11,524

236 Accrued Taxes 795 786

237 Accrued Interest

241 Miscellaneous Current and Accrued Liabilities

TOTAL CURRENT LIABILITIES s 18,289 s 44,188

LONGTERM DEBT (Over 12 Months)

224 Long-Tenn Notes and Bonds $ 66,359 s 59,571

DEFERRED CREDITS

25 l Unamortized Premium on Debt

252 Advances in Aid of Construction $ 107,865 $ 79,850
255 AccumulatedDeferred Investment Tax Credits

271 Gross Contributions in Aid of Construction 312,887 312,887

272 Less: Amortization ofcontributions (240,646) (243,261)
281 Accumulated Deferred Income Tax

TOTAL DEFERRED CREDITS 180,106s s 149,476

TOTAL LIABILITIES s 264,754 s 253,235

CAPITAL AC COUNTS

201 Common Stock Issued 1,000$ 1,000$

211 Paid in Capital in Excess of Par Value 1,839,934 1,839,934

215 Retained Earnings (1,884,875) (I,89l,l65
218 Proprietary Capital (Sole Props and Partnerships)

TOTAL CAPITAL $ (43,941) $ (50,231

TOTAL LIABILITIES AND CAPITAL s 220,813 $ 203,004

WATER UTILITY BALANCE SHEET (CONTINUER
4
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Company Name: Clear Springs Utility Company, Inc.

Acct.
No.

OPERATING REVENUES PRIOR YEAR CURRENT YEAR

461 Metered Water Revenue $ 213,089 186,088s
462 Surcharge Revenue

474 Other Water Revenues 5,108 4,381
TOTAL REVENUES s 218,197 S 190,469

OPERATING EXPENSES
601 Salaries and Wages s $
610 Purchased Water
615 Purchased Power 29,785 23,945
618 Chemicals 997 1,221
620 Repairs and Maintenance 13,061 20,951
621 Office Supplies & Expense 5,755 3,708
630 Outside Services 97,187 122,860
635 Water Testing 9,129 6,907
641 Rents 1,113
650 Transportation Expenses 4,068 3,197
657 Insurance - GeneralLiab ility 1,101
659 Insurance  - Health and Life
665 Regulatory Expenses - Rate Case Expense 3,178
675 MiscellaneousExpense 2,469 931
403 Depreciation Expense 30,329 29,299
408 Taxes Other Than Income

408.11 Property Taxes 11,603 17,263
409 Income Tax 50

427.2 Customer Security Deposit Interest 403 454
TOTAL OPERATING EXPENSES $ 208,014 232,950s

O P E R ATING  INCOME/(LOS S ) $ 10,183 (42,481 )$

OTHER INCOME/(EXPENSE)
419 Interest and Divid€11d Income 158s s 1,296
42 I Non-Utility Income 79
427 Interest Expense (4,619) (4,156)
434 Ex traordinaryDeductions

TO TAL O THE R INCO ME/(EXP ENS E) (4,461)$ $ (2,781)

NET INCOME/(LOS S ) s 5,722 s (45,262)

WATER COMP ARATIVE S TATEMENT OF  INCOME AND EXP ENS E

8
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Company Name: Clear Springs Utility Company, Inc.

Acct.
No.

Description
Original Cost

(AC)

Accumulated
Depreciation

(AD)

OCLD
(OC less AD)

351 Organization $ $ s
352 Franchises

353 Land & Land Rights 4,654 4,654

354 Structures & Improvements 9,504 9,504
355 Power Generation Equipment

360 Collection Wastewaters - Force 278,544 269,490 9,054

361 Collection Wastewaters - Gravity

362 Special Collecting Structures

363 Services to Customers 9,880 5,162 4;/18
364 Flow Measuring Devices

365 Flow Measuring Installations

370 Receiving Wells

371 Pumping Equipment 70,744 53,694 17,050
380 Treatment and Disposal Equipment 487 311 176
381 Plant Wastewaters

382 Outfall Wastewater :Lines

389 Other Plant and Misc Equipment

390 Office  Furniture  and Equipment

390.1 Computers and Software

391 I |Trans station Equipment Q

393 Tools, Shop and Garage Equip. 3,173 2,956 217
394 Laboratory Equipment Q

395 Power Operated Equipment

398 Other Tangible  Plant U

TO TALS s 376,986 $ 341,117 s 35,868

WASTEWATER UTILITY PLANT IN SERWCE

Total Accumulated Depreciation amount goes on the Balance Sheet Acct. No. 108

g



Company Name: Clear SpringsUtility Company, Inc.

Acct.
No.

DESCRIPTION
Original
Cost (1)

Depreciation
Percentage

(2)

Depreciation
Expense

( I X )

351 Grganization s s
352 Franchises

353 Land & Land Rights 4,654
354 Structures gr, Improvements 9,504 3.33% h

355 Power Generation Equipment 5 .00%

360 Collection Wastewaters - Force 278,544 2.00% 250

361 Collection Wastewaters - Graw'ty 2.00%

362 Special Collecting Structures 2.00%

363 Services to Customers 9,880 2.00% 198

364 Flow Measuring Devices 10.00% |-

365 Flow Measuring Installations 10.00%

370 Receiving Wells 3.33%

371 Pumping Equipment 70,744 12.50% 3,041
380 Treatment and Disposal Equipment 487 5.00% 24
381 Plant Wastewaters 5 .00%

382 Outfall Wastewater Lines 5.00%

389 Other Plant and Misc Equipment 3.33%

390 Office Furniture and Equipment 6.67%
390.1 Computers and Software

391 Transportation Equipment 20.00%

393 Tools, Shop and Garage Equip. 3,173 5.00% 109
394 Laboratory Equipment

395 Power Operated Equipment

398 Other Tangible Plant -

TOTALS s 376,986 3,621s

WASTEWATER UTILITY CALCULATION OF DEPRECIATION EXPENSE

CIAC Ammorttization (1,204)_

Net Depreciation Exp §. 2,417

Depreciation Expense amount goes on the Comparative Statement of Income and Expense
Acct. No. 403.
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Com pa ny Na m e : Cle a r S prings  Utility Com pa ny, Inc .

Acct.
No.

ASSETS

BALANCE AT
BEGINNING OF

YEAR

BALANCE AT
END OF YEAR

CURRENT AND ACCRUED ASSETS

131 Cash $ 6,082 $

134 Working Funds

135 ;l 1TemporaryCash Invests ts

141 CuMorner Accounts Receivable 2,839 102

146 Notes/Receivables from Associated Companies

151 Plant Material and Supplies

162 Prepayments

174 MiscellaneousCurrent and Accrued Assets 16,619 16,619

TOTAL CURRENT AND ACCRUED ASSETS $ 25,540 $ 16,721

FIXE D AS S E TS

101 Utility Plant in Service s 375,981 $ 376,986

l03 Property Held for Futult Use 495 495

105 Construction Work In Progress

l08 Accumulated Depreciation - Utility Plant (337,496) (341,117)

121 Non-Utiliiy Property

122 Accumulated Depreciation - Non Utility

T OT AL FIXED ASSETS $ 38,980 $ 36,363

TOTAL ASSETS s 64,s20 s 53,084

WASTEWATER UTILITY BALANCE SHEET

NOTE- The Assets on thispage should be equal to Total Liabilities and Capitalon the following page.

1 1



Company Name: Clear Springs Utility Company, Inc.

Acct.

No.

LIABILITIES

BALANCE AT
BEGINNING OF

YE AR

BALANCE AT
END OF YEAR

CURRENT LIABILITIES

231 Accounts Payable 821$ s 15,735

232 Notes Payable (CurrentPortion)

234 Notes/Accounts Payable to Associated Companies

235 Customer Deposits 4,190 2,980

236 Accrued Taxes 223 191

237 Accrued Interest

241 Miscellaneous Current and Accrued Liabilities

TOTAL CURRENT LIABILITIES s 5,234 s 18,906

LONGTERM DEBT (Over 12 Months)

224 Long-Term Notes and Bonds 8; $

DEFERRED CREDITS

251 Unamortized Premium on Debt

252 Advances in Aid of Construction

255 Accumulated Deferred Investment Tax Credits

271 Gross Conhibutions in Aid of Construction 132,017 132,017

272 Less: Amortization ofcontributions (87,656) (88,859)
281 Accumulated Deferred Income Tax

TOTAL DEFERRED CREDITS $ 44,361 s 43,158

TOTAL LIABILITIES $ 49,595 s 62,064

CAP ITAL ACCOUNTS

201 Common Stock Issued $ $

211 Paid in Capital in Excess of Par Value 797,825 797,825

215 Retained Earnings (782,900) (806,805

218 Capital (Sole Props and Partnerships)Propriety

TOTAL CAP ITAL s 14,925 s 9 ,980

TOTAL LIABILITIES AND CAPITAL s 64,520 s 53,084

WASTEWATER UTILITY B4 ANCE SHEET (CONHNUED)
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Company Name: Clear Springs Utility Company, Inc.

Acct.
No.

OP ERATING REVENUES P RIO R YE AR CURRE NT YE AR

521 Flat Rate Revenues $ s
522 Measured Revenues 45,715 44,770
536 Other Wastewater Revenues 960 1,440

TO TAL REVENUES s 46,675 s 46,210

OP ERATING EXP ENS ES
701 Salaries and Wages $ $
710 Purchased Wastewater Treatment
711 Sludge Removal Expense
715 Purchased Power 365 2,174
718 Chemicals
720 Materials and Supplies 1,252 2,688
731 Contractual Services - Professional 11,420 33,025
735 Contractual Services - Testing 128 3,380
736 Contractual Services - Other
740 Rents 742
750 Transportation Expenses 2,132
755 I1'lS1]l'3I1Ce Expense 2,887 1 ,10T
765 Regulatory Commission Expense
775 Miscellaneous Expense 954 3,567
403 Depreciation Expense 1,s51 2,417
408 Taxes Olller Than Income

408.11 Property Taxes 3,207 4,791
409 Income Taxes

427.2 Customer Security Deposit klterest 122
TOTAL OP ERATING EXP ENS ES $ 22,064 $ 56,139

OP ERATING INCOME/(LOS S ) 24,611s $ (9,929)

O THE R INCO ME/(EXP ENS E)
419 Interest and Dividend Income s s
421 Non-Utility Income
427 Interest Expennse
434 Exllaordilnary Deductions

TO TAL O THE R INCO ME/(EXPENS E) $ $

NET INCO ME/(LO S S ) s 24,611 (9,929)$

wAS TEWATER UTILITY COMP ARATIVE S TATEMENT OF INCQM181_

AND EXP ENS E i
Q
i
i
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Company Name: Clear Springs Utility Company, Inc _

LOAN #1 LOAN #2 LOAN #3 LOAN #4

Date Issued 6/1/2001 5123/2006

Source  of Loan WIFA WIFA

ACC Decision No. 62583 68443

Reason for Loan

system
Improvements

system
Improvements

Dolla r Amount Issued $ 80,000 $ 40,640 $ I$

Amount Outstanding $ 33,433 $ 26,138 $ $

Date of Maturity 6/1/2021 5/1/2026

Interest/Fee Rate 3.75% &3.00% 3.38% & 3.00% % %

Current Year Interest/Fees $ 2,437 $ 1,733 s _3

Current Year Principal s 4,873 $ 1,911 $ $

SUPPLEMENTAL FINANCIAL DATA
Long-Term Debt

Meter Deposit Balance at Test Year End $ 9,726

Meter Deposits Refunded During the Test Year $ 1,276

14



Company Name: Clear Springs Utility Company, Inc.

Name of System: ADEQ Public Water System Number: 02-008

ADWR ID
Numbe r*

Pump
Horsepower

P ump Yie ld

(rpm )

Casing
Depth (Feet)

Casing
Diameter
(inches)

Meter Size
(inches)

Year
Drille d

55-603877 30 180 800 16 4 1964
55-502128 50 300 700 16 6 1982

Name or Description
Capacity

(rpm )
Gallons Purchased or Obtained

(in thousands)

N/A

BOOS TER P UMP S

Horsepower entity

20.0 2

F IRE HYDRANTS

Quantity Standard Quantity Other

73

S TORAGE TANKS

Capacity Quantity

100,000 1

P RES S URE TANKS

Capacity Quantity

5,000 3

WATER UTILITY P LANT DES CRIP TIO N

WE LLS

* Arizona Department of Water Resources Identification Number

O T HE R WATER S OURCES

Note' If you are filingfor more Leanone system, please provide separate sheets for each

system.
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Com pa ny Na m e : Cle a r S prings  Utility Com pa ny, Inc .

02-008Name of System: ADEQ Public Water System Number:

Size (in inches) Ma t e r ia l Le n g th  (in  fe e t )

2 Galvanized 200
2 P VC 1,036
3 AC 10,698
3 P VC 360
4 AC 3,020
4 P VC 3,339
5
6 AC 29,495
6 P VC 3,040
8 AC 5,650
8 PVC l80

1 0 AC 6,985
1 2 AC 200

Size (in inches) Quantity

5/8 x 3/4 538

3/4 6
1 17

1 1/2 7
2 3

Com p. 3

Turbo 3 1
Com p. 4

Turbo  4

Com p. 6

Turbo 6

WATER UTILITY PLANT DESCRIPTION (CONTINUED)

MAINS CUSTOMER METERS

For the following three items, please list the utility owned assets in each category.

TREATMENT EQUIPMENT:
Two chlorinators

_ - _

_----. _

S TR UC TUR E S :

1313 Tre a s ure  Rd Building

'nu .__

O THE R :

Note: Hy0u are jiling for morethan one system, please provide separate sheets for each

system.
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Company Name: Clear Springs Utility Company, Inc.

ADEQ Public Water System Number: 02-048Name of System: Well #3

ADWR ID
Numbe r*

Pump
Horsepower

PUJUHP Yield

(rpm)

Casing
Depth (Feet)

Casing
Diameter
(inches)

Meter Size
(inches)

Year
Drilled

55-603879 5 25 442 6 2 1966

Name or Description
Capacity

(rpm)
Gallons Purchased or Obtained

(in thousands)

BOOSTER PUMPS

Horsepower Quantity

FIRE HYDRANTS

Quantity Standard Quantity Other

STORAGE TANKS

Capacity Quantity

PRESSURE TANKS

Capacity Quantity

1,500 I

WATER UTILITY PLANT DESCRIPTION

WELLS

* Arizona Department of Water Resources IdentiEcat:io11 Number

OTHER WATER SOURCES

Note: If you are flingfor more than one system, please pm vide separate sheets for each
system.
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Company Name: Clear Springs Utility Company, Inc.

Well #3 02-048Name of System: ADEQ Public Water System Number:

Size ('m inches) Material Length (in feet)

2

3

4 PVC 1,500
5

6

8

1 0

1 2

Size (in inches) Quantity
5/8 x 3/4 6

3/4

1

1 1/2

2

Comp. 3

Turbo 3

4Com p.

Turbo 4
Comp. 6

Turbo 6

WATER UTILITY PLANT DESCRIPTION (CONTINUED)

MAINS CUSTOMER METERS

For the following three items, please list the utility owned assets 'm each category.

TREATMENT EQUIPMENT:

S TRUCTURES  :

O THE R :

Note: If you are filing f0r more than one system, please provide separatesheets for each
system.
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Company Name: Clear Springs Utility Company, Inc.

ADEQ Public Water System Number: 02-049Name of System: Well #6

ADWR ID
Number*

Pump
Horsepower

P ump Yie ld

(rpm )

Casing
Depth (Feet)

Casing
Diameter
(inches)

Meter Size
(inches)

Year
Drille d

55-588414 7.5 40 505 8 2 2001

Name or Description
Capacity
(rpm)

Gallons Purchased or Obtained
(in thousands)

N/A

BOOS TER P UMP S

Horsepower Quantity
5.0 1

F IRE  HYDRANTS

Quantity Standard Quantity Other

N/A

S TORAGE TANKS

Capacity Quantity

12,000 1

P RES S URE TANKS

Capacity Quantity

3,000 l

WATER UTILITY P LANT DES CRIP TIO N

WELLS

* Arizona Department of Water Resources Identification Number

QTHER WATER somgqgs

Note: Lfyou are jiling for more than one system, please provide separate sheets for each
system.
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Company Name: Clear Springs Utility Company, Inc.

Well #6 02-049ADEQPublic Water System Number:Name of System:

Size (in inches) Material Length (in feet)

2

3
4 PVC 240
5

6 AC 4,700
8

1 0

12

Size (in inches) Quantity
5/8 x 3/4 19

3/4

1

1 1/2

2
Com p. 3

Turbo 3

4Comp.
Turbo  4

Comp. 6

Turbo 6

WATER UTILITY PLANT DESCRIPTION (CONTINUED)

MAINS CUSTOMER METERS

For the following three items, please list the utility owned assets in each category.

TREATMENT EQUIPMENT;
Chlorinator

S TRUCTURES :

_

OTHE R:

Note: Hyou arejilingfor more than one system, please provide separate sheets for each
system.
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Company Name: Clear Springs Utility Company, Inc.

ADEQ Public Water System Number: 02-050Name of System: Well #7

ADWR ID
Number*

Pump
Horsepower

Pump Yield

(rpm)
Casing

Depth (Feet)
Casing

Diameter
(inches)

Meter Size
(inches)

Year
Drilled

55-603880 3 18 560 6 2 1969

Name or Description
Capacity

(rpm)
Gallons Purchased or Obtained

( in thousands)
N/A

BOOSTER PUMPS

Q11=1I\ti1y

5.0 1

FIRE HYDRANTS

Quantity Standard Quantity Other

N/A

STORAGE TANKS

Capacity Quantity

1,000 I

P RES S URE TANKS

Capacity Qvallfify
85 1

WATER UTILITY PLANT DESCRIPTION

WELLS

* Arizona Department of Water Resources Identification Number

OTHER WATER SOURCES

Note: If you areflingfor more than one system, please provide separate sheeafor each
system.
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Company Name: Clear Springs Utility Company, Inc.
_

Well #7 02-050Name of System: ADEQ Public Water System Number:

Size (in inches) Ma te ria l Length (in feet)

2

3

4

5

6 AC 1,800
8

10
12

Size (in inches ) Quantity
5/8 x 3/4 9

3/4
1

1 1/2
2

Comp. 3
Turbo 3

Comp. 4
Turbo 4
Comp. 6
Tu rb o  6

WATER UTILITY PLANT DESCRIPTION (CONTINUED}

MAINS CUS TOMER METERS

For the following three items, please list the utility owned assets in each category.

TREATMENT EQUIP MENT:

STRUCTURES :

OTHER:

-

l l _ _

_

Note: If you are /ilingfor more than one system, please provide separate sheets for each
system.
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Company Name: Clear Springs Utility Company, Inc.

ADEQ Public Water System Number: 02-051Name of System: Well #9

ADWR ID
Numbe r*

Pump
Horsepower

P ump Yie ld

(rpm )

Casing
Depth (Feet)

Casing
Diameter
(inches)

Meter S ize
(inches)

Year
Drilled

55-603882 5 25 675 816 2 1970

Name or Description
Capacity

(rpm )
Gallons Purchased or Obtained

(in thousands)

N/A
_

BOOS TER P UMP S

'sewerHer Quantity

5.0 I

FIRE I-IYDRANTS

Quanuw Standard Quantity Other

N/A

S TORAGE TANKS

Capacity Quantity

12,500 1

P RES S URE TANKS

Capacity Quantity

1 ,000 1

WATER UTILITY P LANT DES CRIP TIO N

WE LLS

* Arizona Department of Water Resources Identification Number

OTHER WATER S OURCES

Note: If you areflingfor more than one system, please provide separate sheets for each
system.
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Company Name: Clear Springs Utility Company, Inc.
1-

Well #9 02-051Name of System: ADEQ Public Water System Number:

Size (in inches) Material Length (in feet)

2
3

4
5
6 AC 4,200
8

10
12

Size (in inches) Quantity
5/8 X 3/4 1 0

3/4
1

1 1/2

2

Comp. 3

Tllfbd 3
Com p. 4

TufbQ 4

Com p. 6

Turbo  6

WATER UTILITY PLANT DESCR1PT;0N.(CONTINUED)

MAINS CUSTOMER METERS

For the following three items, please list the utility owned assets in each category.

TREATMENT EQUIPMENT;

-

S TRUCTURES :

-

OTHE R:

Note: If you arefflingfor more than one system, please provide separate sheets for each

system.

16-e



02-008

Company Name: Clear Springs Utility Company, Inc.

Name of System: Township ADEQ Public Water System Number:

MONTH
NUMBER OF
CUS TOMERS

GALLONS
SOLD

(Thousands)

GALLONS
PUMPED

(Thousands)*

GALLONS

PURCHASED

(Thousands)

J ANUARY 516 1,733 2,866

FEBRUARY 514 1,446 1,451

MARCH 514 1,678 3,188 h

AP RIL 514 2,112 2,991

MAY 513 3,391 4,371

JUNE 508 2,965 3,717

JULY 509 2,951 3,683

AUGUS T 507 2,753 3,794

SEPTEMBER 504 2,456 2,858

O CTO BER 501 2,256 3,204

NOVEMB ER 504 2,314 2,768

DECEMBER 508 1,593 2,153

27,648 37,044

w.A1:1;1; U§E DATA SHEET BY MONTH FOR CALENDAR YEAR 2015 I

TOTALS

* I71is system experienced several leaks and a line break during 2015.

What is the level of arsenic for each wet] on your system?

(lf morethan one well, please list each separately.)

<0.001 & 0.001 mg/l

If system has Hre hydrants, what is the lire flow requirement? _500 GPM for __2 hours

If system has chlorination treatment, does this treatment system chlorinate continuously?

YES NO N/ A

Is the water utility located in an ADWR Active Management Area (AMA)?

YES NO

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?

YES n o

I f Yes,please provide the GPCPD amount:

Note' Uyou are flingfor more than one system, please provide separate data sheets for each
system.
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02-048

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #3 ADEQ Public Water System Number:

MONTH
NUMBER OF
CUSTOMERS

GALLONS
SOLD

(Thousands)

GALLONS
P UMP E D

( Thous ands )

GALLON S

PURCHASED
(Thous ands )

J ANUAR Y 6 19 21

FEBRUARY 6 18 21

MARCH 6 24 27

AP RIL 5 43 32

MAY 6 57 59

J UNE 6 71 72

JULY 6 70 72

AUGUS T 6 53 55

SEPTEMBER 6 48 50

OCTOBE R 6 44 45

NOVEMBER 6 33 34

DECEMBER 6 18 20

498 508

WATER USE DATA SHEET BY MONTH FOR CALENDAR YEAR 2015

TOTALS

What is the level of arsenic for each well on your system?

(If more than are well,please list eachseparately.)

N/A mg/1

If system bas tire hydrants, what is the foe flow requirement? N/A GP M for hours

If system has chlorination treatment, does this treatment system chlorinate continuously?

YES N/ ANO

Is the water utility located in an ADWR Active Management Area (AMA)'?

YES n o

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?

YES NO

I f Yes, please provide the GPCPD amount:

Note: If you arejilingfor more than one system, please provide separate data sheeasfor each

system.

17-b



02-049

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #6 ADEQ Public Water System Number:

MONTH
NUMBER OF
CUSTOMERS

GALLONS

SOLD
(Thousands)

GALLONS
PUMPED

(Thous and s )

GALLON s
PURCHASED
(Thousands)

J ANUARY 18 64 67

FEBR UAR Y 18 57 63

MARCH 18 78 87

AP R IL 18 72 48

MAY 18 129 134

J UNE 18 1 4 3 147

J ULY 18 151 154

AUG US T 18 124 131

SEPTEMBER 18 77 81

O CTO BER 18 90 98

NOVEMBER 18 64 69

DECEMBER 18 35 52

1,084 1,131

WATE R  US E  DATA S HE E T B Y MO NTH F O R CALE NDAR YE AR 2 0 1 5

TO TALS

What is the level of arsenic for each well on your system?

Ufrnore than one well, please list each separately.)

<0.001 1118/1

I f  system has f ire hydrants, what is  the f ire f low requirement? _n/A GPM for hours

If system has chlorination treatment, does this treatment system chlorinate continuously?

YES NO N/A

Is  the  wa ter utility loca ted in a n ADWR Active  Ma na gement Area  (AMA)'?

YES NO

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?

YES N O

I f Ye s , ple a s e  provide  the  GP CP D a mount:

Note: If you are flingfor more than one system, please provide separate data sheets for each

system.
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02-050

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #7 ADEQ Public Water System Number:

MONTH
NUMBER OF
CUSTOMERS

GALLONS
SOLD

(Thousands)

GALLONS
PUMPED

(Thousands)

GALLONS
PURCHASED
(Thousands)

J ANUARY 7 26 28

FEBRUARY 7 22 24

MARCH 7 2 1 23

AP RIL 7 37 38

MAY 7 33 40

J UNE 7 4 1 37

JULY 7 44 46

AUGUST 7 40 42

SEPTEMBER 7 28 29

OCTOBER 7 35 37 Q

NOVEMBER 7 38 39 -

DECEMBER 7 26 28 -

391 411

WATER USE DATA SHEET BY m018T;-;FoR CALENDAR YEAR 2015

TOTALS

What is the level of arsenic for each well on your system?

(If more than one well, pleaselisteach separately.)

N/A H18/1

If system has fire hydrants, what is the tire How requirement? _n/A GPMfor hours

If system has chlorination treatment, does this treatment system chlorinate continuously?

YES NO N/A

Is the water utility located in an ADWR Active Management Area (AMA)?

YES NO

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?

YES NO

If Ye s, please provide the GPCPD amount:

Note* If you arejilingfor more than one system, please provide separate data sheetvfor each
system.
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02-051

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #9 ADEQ Public Water System Number:

MONTH
NUMBER OF
CUS TOMERS

GALLONS
S OLD

(Thous ands )

G ALLO NS
P UMP E D

(Thous ands )

GALLONS

PURCHASED
(Thousands)

J ANUARY 8 37 39

F E BR UAR Y 8 41 41

MARCH * 8 47 37

AP R IL * 8 74 61

MAY * 9 53 53

J UNE * 9 '73 49

J ULY 9 55 59

AUGU S T 9 61 63

SEPTEMBER 9 36 42

O CTO BER 9 33 36 D

NOVEMBER 9 26 30

DECEMBER 9 22 23

558 533

WATE R  US E  DATA S HE E T B Y MO NTH F O R  C ALE NDAR  YE AR  2 0 1 5

TO TALS

* Meter malfimctioning and ultimately replaced.

What is the level of arsenic for each wet] on your system?

(If more than one well, please list each separately.)

N/A mg/1

If system has fire hydrants, what is the fire flow requirement? N/A GPM for hours

If system has chlorination treatment, does this treatment system chlorinate continuously?

YES N/ANO

Is the water utility located in an ADWR Active Management Area (AMA)?

YES N O

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?

YES N O

I f Yes,please provide the GPCPD amount:

Note: If you are _filing for more than one system, please provide separate data sheets for each

Qystem.

W e



02-008

Company Name: Clear Springs Utility Company, Inc.

Name of System: ADEQ Public Water System Number

MONTH
Termination without Notice

R14-2-410.B
Termination with Notice

R14-2-410.C
OTHER

J ANUARY 2

FEBRUARY 4

MARCH 1

APRIL U

MAY 2

.TUNE - -

JULY 9

AUGUST 1

S EP TEMBER

OCTOBER 3

NOVEMBER

DECEMBER

22

WATER UTILITY SHUTOFFS / DISCONNECTS

TOTALS

OTHER (description)2

18-a



02-048

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #3 ADEQ Public Water System Number:

MONTH
Termination without Notice

R14-2-410.B
Termination with Notice

R14-2-410.C
OTHER

JANUARY

FEBRUARY i
-

MARCH

AP RIL Q

MAY

JUNE -

J ULY

AUGUS T

SEPTEMBER -

OCTOBER

NOVEMBER

DECEMBER

WATER UTILITY SHUTOFFS / DISCONNECTS

TOTALS

OTHER (description) :

18-b



02-049

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #6 ADEQ Public Water System Number:

MONTH
Termination without Notice

R14-2-410.B
Termination with Notice

R14-2-410.C
OTHER

J ANUARY _

FEB RUARY

MARCH

APRIL -

MAY

JUNE

J ULY _

AUGUS T

SEPTEMBER -

OCTOBER

NOVEMBER

DECEMBER

WATER UTILITY SIIUTOFFS  / DISCONNECTS

TOTALS

OTHER (de s c rip tion ) :

1
-

n..

18-c



02-050

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #7 ADEQ Public Water System Number:

MONTH
Termination without Notice

R14-2-410.B
Termination witll Notice

R14-2-410.c
OTHER

JAN UARY

FEBRUARY l

MARCH

APRIL

MAY

JUNE

JULY

AUGUS T

SEPTEMBER

OCTOBER

NO VE MBE R

DECEMBER

1

WATER UTILITY SHUTOFFS / DISCONNECTS

TOTALS

OTHER (description)3

18-d

I



02-051

Company Name: Clear Springs Utility Company, Inc.

Name of System: Well #9 ADEQ Public Water System Number:

MONTH Termination without Notice
R14-2-410.B

Termination with Notice
R14-2-410.c

O THE R

J ANUARY

FEBRUARY

MAR C H

AP RIL

MAY

J UNE

J ULY _

AUGUS T

SEPTEMBER

OCTOBER

NOVEMBER

DECEMBER

WATER UTILITY S HUTOFFS  I DIS CONNECTS
i

TC TALS

OTHER (description) :

_

__

18-e



Company Name: Clear Springs Utility Company, Inc.

Wastewater Inventory Number (if applicable) :Name of System:

TYPE OF TREATMENT

(Extended Aeration, Step Aeration, Oxidation Ditch,
Aerobic Lagoon, Anaerobic Lagoon, Trickling
Filter, Septic Tank, Wetland, Etc.)

Aerobic Lagoon

Anaerobic Lagoon

DESIGN CAPACITY OF PLANT

(Gallons Per Day)
300,000 GPD

Location
Qu an tity o f

Pumps
Horsepower Per

Pump

Capacity Per
Pump (GPM)

We t We ll
Capacity (gals )

SW Comer Ford Road & Allen St. 2 7.5 500 2,000

Stand-by back-uppump 220V 3 phase l 5 200

Stand-by 110 Voltpump 1 5 160

Size Ma te r ia l Length (Feet)

4-inch

6-inch

8-inch AC 1,200

Type Quantity

Standard 160

Drop

Quantity

11

WASTEWATER UTILITY PLANT DESCRIPTION

TREATMENT FACILITY

i

|
|

i

LIFT STATION FACILITIES

F O RCE  MAINS

MANHO LE S CLEANOUTS

Note: Uyou arejilingfor more than one system, please provide separate sheets for each system.

19

1

i



Com pa ny Na m e : Cle a r S prings  Utility Com pany, Inc .

Wastewater Inventory Number (if applicable) :Name of System:

Size

(in inches) Ma te ria l
Length

(in feet)

4

6 AC 1,225
6 P VC 3,730
8 AC 24,200

8 CLAY 56,000

12 AC 3,000
18

2 1

24

30

Size

(in inches) Ma te ria l Quantity

4 AC 391

6

8

12

15

SOLIDS PROCESSING AND
HANDLING FACILITIES

DISINFECTION EQUIPMENT
(Chlorinator, Ultra-Violet, Etc.)

FILTRATION EQUIPMENT
(Rapid Sand, Slow Sand, Activated Carbon, Etc.)

STRUCTURE s
(Buildings, Fences, Etc.)

Fences around Sewer ponds

O T H E R

(Laboratory Equipment, Tools, Vehicles, Standby

Power Generators, Etc.)

WASTEWATER UTILITY PLANT DESCRIPTION (CONTINUED)

COLLECTION MAINS SERVICES

FOR THE FOLLOWING FIVE ITEMS. LIST THE UTILITY OWNED ASSETS IN EACH CATEGORY
PER WASTEWATER SYSTEM

Note: If you are fling for more than one system, please provide separate sheets
for each system.

20

I



Company Name: Clear Springs Utility Company, Inc.

Wastewater Inventory Number (if applicable):Name of System:

MONTH/YEAR
(Mos t Recen t 12 Months )

NUMBER O F
S ERVICES

TOTAL MONTHLY
SEWAGE FLOW

SEWAGE FLOW ON
PEAK DAY

January 368 1,230,996 49,748

February 366 1,229,028 62,536

Ma rch 367 1,339,312 76,972

April 365 1,253,012 5'7,090

Ma y 364 1,185,016 50,306

June 363 1 ,044,020 88,082

J uly 363 1,225,094 76,949

August 361 1,377,356 145,314

September 358 1,374,974 99,072

October 361 1,264,204 58,027

November 361 1,239,498 99,430

December 357 1,394,646 75,634

Method of Effluent Disposal

(leach field, surface water discharge, reuse, injection wells, groundwater

recharge, evaporation ponds, etc)

Evaporation Ponds

Groundwater Permit Number 100824
_

ADEQ Aquifer Protection Permit Number P100824

ADEQ Reuse Permit Number

EP A NP DES  P e rmit Nu mb er

WASTEWATER FLOWS

PROVIDE THE FOLLOWING INFORMATION AS APPLICABLE

PER W.ASTEWATER SYSTEM

Note: If you are fling for more than one system, pleaseprovideseparatesheets
for each system.

21



Company Name: Clear Springs Utility Company, Inc.

Wastewater Inventory Number (if applicable):Name of System:

MONTH
Termination without Notice

R14-2-609.B
Termination with Notice

R14-2-609.C
OTHER

J ANUARY

FEBRUARY

MARCH 1

AP RIL

MAY

JUNE

J ULY u 4

AUGUS T 1

SEPTEMBER

OCTOBER D

NOVEMBER

DECEMBER -

6

WASTEWATER UTILITY SHUTOFFS / DISCONNECTS

TOTALS

OTHER (description):

22



COMPANY NAME Cle a r S prings  Utility Com pa ny, Inc .
_ YEAR ENDING 12/31/15

PROPERTY TAXES

Amount of actual property taxes paid during Calendar year 2015 was: s 14,769

Attach to this annual report proof (e.g. property tax bills stamped "paid in full" or copies of cancelled checks

for property tax payments) of any and all properly taxes paid during the calendar year.

If no property taxes paid, explain why.

In

23



colJn'rv OF (COUNTY NAME)

COCHISE
NAME (OWNER OR GFTICIAL) TITIE

Bonnie O'Connor, Manager
eonnuuv  NAME

Clear Springs Utility Company, Inc.

YEAR

2015

m o m s

12

DAY

31

U Y \ " ' \

COUNTY NAME 9

Mm4T1IAfsAR

'a l 6t o

!.\
'I

:_,ul.l,\

' L . QM ¢ ft

y

may Public Site d ArlzoqgEA.
Pima couniV
Paul Juhl
Vuconunuasm e14=r»¢05127/19

VER1PICATION` n
AND

SWORN STATEMENT
Taxes r. my g

AZ cfoI{p (QONIIV,
Director ._ Utilize

"\ - \ \
\

9

»
E

l
I
I

I

I*
J

VERIFICATION

STATE OF Arizona

1, THE UNDERSIGNED

OF THE

no SAY THAT THis ANNUAL UTILITY p;zop1=;nTy TAx.A1;41;> SALES TAX REPORT To THE
ARLZONA CORPORATION cQmm1ss;on

FOR TI-IE YEAR ENDING

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORIGINAL BOOKS,
PAPERS AND RECORDS OF SAID UTILITY; THAT I HAVE CAREFULLY EXAMINED
THE SAME, AND DECLARE THE SAME TO BE A COMPLETE AND CORRECT
STATEMENT OF BUSINESS AND AFFAIRS OF SAID UTILITY FOR THE PERIOD
COVERED BY THIS REPORT IN RESPECT TO EACH AND EVERY MATTER AND
THING SET FORTH, TO THE BEST OF MY KNOWLEDGE, INFORMATION AND
BELIEF.

SWORN STATEMENT

I HEREBY ATTEST THAT ALL PROPERTY TAXES FOR SAID COMPANY ARE CURRENT
AND PAID IN FULL.

I HEREBY ATTEST THAT ALL SALES TAXES FOR SAID COMPANY ARE CURRENT AND
PAID IN PULL.

/><i;. (24 l
SIGNATURE UP gwyqgg 08 OFFICIAL

§?O£Z94%LO
1lzl.EwHonE NUMBER

SUBSCRIBED AND SWORN TO BEFORE ME

A NOTARY PUBLIC IN AND FOR THE COUNTY OP

THIS DAYOF

I)
r - - - - - *
I

I r
I'

4 r
1

my comm[ssIon EXPIRES

st GNAIUBE or nonxy PUBLIC

Sl 271201 L,

24



couhrrvor laoln4'rvnAuE)

COCHISE
NAME (OWNBI Of OFFICIAL) 'n`n.s

Bonnie O'Connor, Manager
CGMPANY NAME

Clear Springs Utility Company, Inc.

DAY

31

YEAR

2015

MONTH

12.

Arizona Imnsme Gross Operating Revenues Only (5)

$ 203 086

c0un'rvnAmt gm
~»~1

MnNTH'Y'EA1\

M-=~ "Rolf,
m..

_s
LE .

,54 .r I
; . q ̀

- ~
an -9,

\{..
T-\ .
\ l
s\ \  1.

4l-*~r" Is|_

NDIIY Public sta Ur Arian fa
Pirll8 court
P8uI Juhl
MyCOMflli!ld'lE!K¢Il8¢05l27&019

.-. re . r- - ?"'| re - I ?

25

VERIFICATION
AND

SWORN STATEMENT (WATER)
In t ra s ta te  Re ve n u e s  On ly

p VE*-W3
-BY

VERIFICATION

STATEo1= Arizona___

L` u 9 -.

As CORP COIVHV.
Director- Utiliu¢=-

1. THE UNDERSIGNED

OFTHE

no SAY THAT TI-ns ANNUAL UTILITY REPORT 'ro THE ARIZONA COBPQRATIQN CQMMISSIQN

FOR THE YEAR ENDING

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORIGINAL BOOKS, PAPERS
AND RECORDS OF SAID UTILITY; THAT I HAVE CAREFULLY EXAMINBD THE SAME, AND
DECLARE THE SAME TO BE A COMPLETE AND CORRECT STATEMENT OF BUSINESS
AND AFFAIRS OF SAID UTILITY FOR THE PERIOD COVERED BY THIS REPORT IN
RESPECT TO EACH AND EVERY MATTER AND THING SET FORTH, TO THE BEST OF MY
KNOWLEDGE, INFORMATION AND BELIEF.

SWORN STATEMENT

IN ACCORDANCE WITH THE REQUIREMENT OF TITLE 40, ARTICLE 8, SECTION 40-401,
ARIZONA REVISED STATUTES, IT IS HEREIN REPORTED THAT THE GROSS OPERATING
REVENUE OF SAID UTILITY DERIVED FROMARIZONA INTRASTATE UTILITY
OPERATIONS DURING CALENDAR YEAR 2015 WAS:

(rl-118 AMOUNT INBOX ABOVE
INCLUDES $ 12,597
INSALES TAXES BILLED, OR COLLECTED)

*"REVENUE REPORTED ON THIS PAGE MUST

INCLUDE SALES TMCES BIILBD OR

COIJECTED. IF FOR ANYOT1-IER REASON,

THE REVENUE REPORTED ABOVE DOES NOT

AGREE WITH TUTAL OPERATING REVENUES
ELSEWHERE REPORTED, ATTACH THOSE

STATEMENTS THAT RECONCILE THE

DIFFERENCE. IEXPLAJN m DETAIL)

, I

»

SIGNATURE OF OWNER Of OFFICIAL
m&..-

529-¢8>2»°l~ N Lo
TELEPHONE numssu

SUBSCRIBED AND SWORN TO BEFORE ME

A NOTARY PUBLIC INAND FOR THE COUNTY OF
THIS DAY OF

v

SIGNLTUBB OF NUTAIY YUIIJC

MY CDN r I. I ll. . '  u



noun-rv or lcouwrvnunsu

COCHISE
Aus mmunnonoenanlyn-rLs

Bonnie O'connor, Manager
con \»A:~lv NAME

Clear Springs Utility Company, Inc.

norms

12

18n

2015

DAY

31

Arizona Inuastate Guns Operating Revenues Only (S)

$ 49,266

cowrvr4Am|

MUNTFVYIAR

Co '2o{e,
P~\

I

8

1

I

l

I

27

I

"REVENUE REPORTED ON THIS PAGE MUST

INCLUDE SALES ness BILLED OR

cou..Ec1°ED. IF FOR ANY oruau REASON,
man RBVBNUB REPORTED ABOVE DOES NOT

AGREE WITH TOTAL OPERATING REVENUES

EISEWHERB REPORTED, A'ITACH THOSE

STATEMENTS THAT RECONCILB TAB

DIFFERENCE. <E1<p1-mn IN DETAIL)

SUBSCRIBED AND SWORN TO BEFORE ME

A NOTARY PUBLIC IN AND FOR THE COUNTY OF

e m s DAY OF

DQ SAY THAT THIS ANNUAL UTILITY REPORT TO THE ARIZONA CORPORATION CQMM]§§]ON

VERIFICATION

STATE OF Arizona

MYGOMMIS

SWORN STATEMENT

OF THE

I, THE UNDERSIGNED

FOR THE YEAR ENDING

(s

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORIGINAL BOOKS, PAPERS
AND RECORDS OF SAID UTILITY; THAT I HAVE CAREFULLY EXAMINED THE SAME, AND
DECLARE THE SAME TO BE A COMPLETE AND CORRECT STATEMENT OF BUSINESS
AND AFFAIRS OF SAID UTILITY FOR THE PERIOD COVERED BY THIS REPORT IN
RESPECT TO EACH AND EVERY MATTER AND THING SET FORTH, TO THE BEST OF MY
KNOWLEDGE, INFORMATION AND BELIEF.

IN ACCORDANCE WITH THE REQUIREMENT OF TITLE 40. ARTICLE 8. SECTION 40-401,
ARIZONA REVISED STATUTES, IT IS HEREIN REPORTED THAT THE GROSS OPERATING
REVENUE OF SAID UTILITY DERIVED FROM ARIZONA INTRASTATE UTILITY
OPERATIONS DURING CALENDAR YEAR 2015 WAS:

) Noialy Public State d Moore
pima COUP
PBUI June
My Commission Enqaken aamrzms

VERIFICATION
AND

swoRn STATEMENT (SEWER)
Intrastate Revenues Only

J

(THE AMOUNT IN BOX ABOVE
INCLUDES $ 3.056

IN SALES TAXES BILLED, OR COLLECTED)

- 5 z c > : 6 ~ z ¢ -  1 * |  G  ( ) _ _ _

SIGNATWJILB or nomsxv nnauc

4'r

9

5J . @i°]1i¥x :~
L *v

AZ. CORP ¢"'z}fJ1l'./
Director - l1ti\iu=..

\

I 'L

./ 4

f_,

I !-fi-



courrrv DF ICOUBTIY NAUR)

COCHISE
L }

NAME (GWNER OR OFFICIAL

Bonnie O'Connor

TITLE

Manager
COMTAHYNAME

Clear Springs Utility Company, Inc.

MONTH

12

YEA!

2015

DAY

31

ARIZONA TNTRASTATE GROSS OPERATING REVENUES

$ 173,585

uorxav puauc NAME

®°~~>L ~.l~,»L.4
GOUNTYNAME

°\
HGHHNFIR

M44 ROI(,
L l a

Notary Public Stale al Arizona

pima county
Paul Juhl

t l.. ,r _,fl Q

I 4 7" ' x*\.'uhJ
*I*

1... 'Q J-I

* 4 4'~Q») zn  I\ I I J ;

VERIFICATION

STATE or# ARIZONA

VERIFICATION
AND

swoRn STATEMENT
RESIDENTIAL REVENUE (WATER)

Intrastate Revenues Only

A Z  C D R W' NV! T' r:

rector » i  I ||m-. :

giy-'vW~1~
a
4

1, THE UNDERSI GNED

OF THE

DO SAY THAT THIS ANNUAL UTIIJTY REPORT TO THE ARIZONA CORPORATION COMMISSION

FOR THE YEAR ENDING

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORJGINAL BOOKS, PAPERS AND RECORDS
OF SAJD UTILITY; THAT I HAVE CAREFULLY EXAMINED THE SAME, AND DECLARE THE SAME TO BE
A COMPLETE AND CORRECT STATEMENT OF BUsinEss AND AFFAIRS OF SAID UTILITY FOR THE
PERIOD COVERED BY THIS REPORT IN RESPECT TO EACH AND EVERY MATTER AND THING SET
FORTH, TO THE BEST OF MY KNOWLEDGE, INFORMATION AND BELIEF.

SWORN STATEMENT

IN ACCORDANCE WITH THE REQUIREMENTS OF TITLE 40, ARTICLE 8, SECTION 40-4u1.01, ARIZONA REV] SED
STATUTES, re IS HEREIN REPORTED THAT THE GROSS OPERATING REVENUE OP SAID UTILITY DERIVED FROM
ARIZONA IINYFRASTATE UTILITY OPERATIONS RECEWED FROM RESIDENTIAL CUSTOMELW DURINQ CALENDAR
YEAR2015 WAS'

THE AMOUNT IN BOX AT LEFT
INCLUDES $ 10,768_.

IN SALES1*A1¢18s BIILED,OR COLLECTED

*RESIDENTIAL REVENUE REPORTED ON THIS PAGE
MUST INCLUDE SALES TAXES BIIJED.

s1a~IA'ru11. or UWNER cmulwlcux.

§?O'62,~\-|460
islsmonn num nu

SUBSCRIBED ANDSWORNTOBEFORE ME

ANOTARY PUBLIC TN AND FDR THE COUNTY OF

THIS DAY O F

<SHAL)

SIGNATURE SFNOITAKYFUBLIC

MY COMMISSION nxrmns 5127/2019 *- .

I

1

q

1

1

M r -

I
I
n
r
s

- J

P

2B



comma OF (CDUNTY NIMH)

COCHISE
NAME (awusl DR Nl-TICIAL)

Bonnie O'connor

Tl'l'l.li

Manager
COMPANY NAME

Clear Springs Utility Company, Inc.

Yl!Al

ams

DAY

31

mount

12.

ARIZONA [NTRASTATE GROSS OPERATU4IG nnvnluns

$ 44,101

NOTARY PUIUC um

W e  l \kL
CGLNWNAIJE

l / v \
muummsnn

[2014

} l l `

l

w
g .

1 .~l
\;

4

4"
(2°

L J

' I  1

QS
#»* ,¢~

n o la f v  p u b s  S t a t e  o f  J wo n a

Pima CNl-INV
Juhl

E ? 3 m » ~ ° » s1¢n*I°°6*27'2°19

vER11=IcATion
AND

SWORN STATEMENT
RESIDENTIAL REVENUE [SEWER]

ln txzs ta te  Revenues  Only

v 4

VERIFI CATION

STATE OF ARIZONA

AZ C019 -f;i0w11»./.
" ` =ctov~ Utillm .

1. THE UNDERS IGNED

OF THE

DO SAY THAT THIS ANNUAL UTILITY REPORT TO THE ARIZONA CORPORATION COMMISSION

F O R  T HE  YE AR  E NDING

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORIGINAL BOOKS, PAPERS AND RECORDS
OF SAID UTILITY; THAT I HAVE CAREFULLY EXAMINED THE SAME, AND DECLARE THE SAME TO BE
A COMPLETE AND CORRECT STATEMENT OF BUSINESS AND AFFAIRS OF SAID UTILITY FOR THE
PERIOD COVERED BY THIS REPORT IN RESPECT TO EACH AND EVERY MATTER AND THING SET
FORTH, TO THE BEST OF MY KNOWLEDGE, INFORMATION AND BELIEF.

SWORN STATEMENT

IN ACCORDANCE WITH THE REQUIREMENTS OF TITLE 40, ARTICLE 8, SECTION 40-4(ll.(ll, ARIZONA REVISED
STATUTES, IT IS HEREIN REPORTED THAT THE GROSS OPERATING REVENUE OF SAID UTILITY DERIVED FROM
An1zonA 1n°rRAsTA1*E uTn_.rry o1=EaAuQns nE.cE1vEn 1=8Qm RESMEN11AL cuswmnns DURING CALENDAR
YEAR2015 WAS:

THE AMOUNT IN BOX AT LEFT
INCLUDES 5_ 2,736

IN SALES TAXES BILLED, OR COLLECTED

*RESIDENTIAL REVENUE REPORTED ON THIS PAGE
MUST INCLUDE SALES TAXES BILLED.

§'ZQ-e.'z~£~ N469
TRIBPHDNR NUMBER

sunsclxmlzn Awn SWORN TO BEFORE ME

A NOTARY PUBLIC IN AND FOR THE COUNTY OF

THIS DAYOF

J

(SEAL)

MY COMMISSION EXPIRES 5lzjf7o1cl .1_ _ _ -

I

1

i
I

SIGNAITIRE OP Horny PUBLIC
_ -- . . _  .L  -L  4 .  -  * - 1

I
r
I
I

28



EXHIBIT 1.3
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Clear Springs  Utility Company, Inc . - Water Divis ion
Opinion of Probable Cos t

New 100,000 Gallon Water Tank - Well 18
Item # Description Units Quantity Cost/Unit Cost

Construction Costs - Tank Installation
1
2
3
4
5
6
7
8
g

Mobilization
Tank ring
Gravel backfill
New 100,000 gallon water tank
Re-plumb well and fill line
Re-plumb boosters and pressure tank
New level probes
Acid wash and fill tank
Sales tax
Subtotal

LS

LS

C U  YD

LS

LS

LS

LS

LS

1 s 9,500.00 s 9,500.00
1 s 3,750.00 s 3,750.00

120 s 35.00 s 4,200.00

1 s 187,500.00 s 187,500.00

1  s 2,800.00 s 2,800.00
1 S 8,400.00 $ 8,400.00
1  s 5,000.00 s 5,000.00
1  s 5,600.00 s 5,600.00

4.60% S 10,430.50
s 237,180.50

10
11
12

Construction Costs SitePreparation
Over-excavation and recompaction of tank site
Concrete pad for surface drainage
Sales tax
Subtotal

CU YD
SQ FT

600 s
350 s

15.00 s
24.00 $
4.60% $

s

9,000.00
8,400.00

a00.40
18,200.40

13
14
15

Contractor Design
Geotechnical engineering
civil engineering
Contract admin, inspections, ECC
Subtotal

s
s
s

s

4,900.00
12,200.00
3,445.00

20,545.00

1 6
1 7

Project Management, Administration, Legal, and Contingency
Project management, administration, and legal
Engineering, design, permits, and contingency

12% s

15% S
30,645.71
38,307.14

Subtotal s 68,952.84

TOTAL s 344,878.74

Well 5 Repair
Units Quantity Cost/Unit CostItem# Description

Installation of Pump and Motor
Mobilization
Camera
Pull pump and set pump
Sounding tube
150 GPM 30 HP pump
30 HP 3 phase motor 460 v 60 hz
4" column pipe
4" check valves
Subtotal

1
2
3
4
5
6
7
8

LS

Ls

LF

LE

LS

LS

LF

E A

1  s
1  s

4 4 1  s

1  s
1  s
1  $

1 4 7  s

3  s

750.00
800.00

6.00
400.00

3,210.00
3,519.00

12.28
530.00

s
s
s
s

s
s
s
s
s

750.00

800.00
2,646.00

400.00
3,210.00
3,519.00
1,805.16
1,590.00

14,720.15



$ 581,002.15

9
10
1 1
12

Installation of New Casing

12"x .250 x 1/8" perforated casing
12"x.250 blank casing
Surface Seal - to' of grout
Labor to install casing
Subtotal

LF
LF
Ls
Ls

200 S
480 s

i s
i s

56.17
42.50

2,950.00
6,840.00

s

$
s
s
s

11,234.00

20,400.00
2,950.00
6,840.00

41,424.00

13
14
15
16

Miscellaneous and SalesTax
Security fence during construction
ADWR permit
Insulated connectors, tape, splice kits, pipe wrap
Sales tax
Subtotal

LS

LS

LS

LS

i s
i s
i s
1 $

500.00
200.00

250.00
2,263.78

s
s

S
s
s

500.00
200.00

250.00
2,263.78
3,213.78

17
1 8

Project Management, Administration, Legal, and Contingency
Project management, administration, and legal
Engineering, design, permits, and contingency

12% $
15% $

7,122.95
8,903.69

Subtotal s 16,026.64

TOTAL $ 75,384.58

Fire Hydrant Replacement
Units Quantity Cost/UnitItem 9* Description

Installation
Hydrant Replacement

Sales tax
Subtotal

1

2
EA 2 2  $ 5,500.00 s 121,000.00

4.60% s 5,566.00
s 126,566.00

3
4

Project Management, Administration, Legal, and Contingency
Project management, administration, and legal

Engineering, design, permits, and contingency
12% s
1 5 %  S

15,187.92

18,984.90

Subtotal S 34,172.82

TOTAL s 160,738.82

GRAND TOTAL
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Clear Springs Utility Company, Inc. - Water Division
Balance Sheet as of 12131115

Includes Proforma Adjustments for Financing

Acct.
No.

Assets
Test Year End

Balance @
12/31/2015

Loan Proforma
Adjustments

Test Year End
12/31115 Adjusted

for Loan

Current and Accrued Assets

$ 20,902 $ 20,902131

134

135

141

146

151

162

174

Cash

Working Funds

Temporary Cash Investments

Customer Accounts Receivable

Notes/Receivables from Assoc Co

Plant Material and Supplies

Prepayments

Misc Current and Accrued Assets

29,216

418

29,216

418

Total Current and Accrued Assets $ 50,536 $ s 50,536

Fixed Assets

$ 1,214,901 s 811,195 $ 2,026,096101 Utility Plant in Service

103 Property Held for Future Use

105 Construction Work In Progress

108 Accumulated Depreciation - utility Plant

121 Non-Utility Property

122 Accumulated Depreciation - Non Utility

(1 ,062,433) (1 ,062,433)

Total Fixed Assets $ 152,468 $ 811,195 $ 963,663

TOTAL ASSETS $ 203,004 $ 811,195 s 1,014,199
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Clear Springs Utility Company, Inc. - Water Division

Balance Sheet as of 12/31/15 (continued)

Includes Proforma Adjustments for Financing

Acet.
No.

LIABILITIES
Test Year End

Balance @
12/31/2015

Loan Proforma
Adjustments

Test Year End
12/31115 Adjusted

for Loan

Current Liabilities

$ 31,878 $ 31,878231
232
234
235
236
237
241

Accounts Payable
Notes Payable (Current Portion)
Notes/Accounts Payable to Assoc Co
Customer Deposits
Accrued Taxes
Accrued Interest
Misc Current and Accrued Liabilities

11,524
786

11,524
786

Total Current Liabilities $ 44,188 $ $ 44,188

LONG-TERM DEBT (Over 12 Months)

224 Long-Term Notes and Bonds $ 59,571 s 811,195 $ 870,766

Deferred Credits

$ 79,850 $ 79,850
251

252.1
255
271
272
281

Unamortized Premium on Debt
Advances in Aid of Construction
Acc um Def Investment Tax Credits
Gross Contrib in Aid of Construction
Less: Amortization of contributions
Accumulated Deferred income Tax

312,887
(243,261)

312,887
(243,261 )

Total Deferred Credits

TOTAL LIABIUTIES

$ 149,476

$

149,476 $

253,235 $

- s
811,195 $ 1 ,064,430

CAPITAL ACCOUNTS
201
211
215
218

Common Stock Issued
Paid in Capital in Excess of Par Value
Retained Earnings
Proprietary Capital

$ 1,000
1,839,934

(1 ,891 ,165)

$ 1,000
1.839,934

(1 ,891,165)

TOTAL CAPITAL

TOTAL LIABILITIES AND CAPITAL

$

$

(50,231) $

203,004 $ 811,195 $

(50,231)

1,014,199
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Clear Springs utility Company, Inc. - Water Division
Income Statement for 2015

Includes Rate Case Proforma Adjustments and Financing

Actual for
Test Year

Ended
12/31115

Rate Case
P Fofo ma

Adjustments
REF # Adjusted

Test Yea r

Proposed Rate
Increase and

Loan
Adjustment

Adjusted Test
Year with Rate
Increase and

Loan
Acct
No. Description

461 Metered W ater Revenue

461 .1 Surcharge Revenue - 2016 WIFA

461 .2 Surcharge Revenue - Annice

461 .3 Surcharge Revenue - CoBank

474 Other W ater Revenues

$ 186,088 $ (3,265) 1 $ 182,823 $ 120,000

15,755

5,973

59,049

$

4,381 4.381

TOTAL OPERATING REVENUES s 190,469 $ (3,265) s 187,204 $ 200,777 s

302,823

15,755

5,973

59,049

4,381

387,981

OPERATING EXPENSES

s s $ $

23,945

1,222

20,950

3,708

122,860

6,907

1,113

3.197

1,101

6,750 2

23,945

1.222

20,950

3,708

122,860

6,907

1,113

3,197

1,101

6,750

23,945

1,222

20,950

3,708

122.860

s ,907

1,113

3.197

1,101

6.750

931

29,299 283 3

931

29,582 27,686

931

57,267

6 0 1

610

815

a w

620

6 2 1

630

635

6 4 1

650

657

666

670

6 7 5

4 0 3

4 0 8

408.11

4 0 9

427,4

Salaries and Wages

Purchased Water

Purchased Power

Chemicals

Repairs and Maintenance

Office Supplies and Expense

Outside Services

Water Testing

Rents

Transportation Expenses

Insurance - General Liability

Rate Case Expense

Bad Debt Expense

Miscellaneous Expense

Depreciation Expense

Taxes Other Than Income

Property Taxes

Income Tax

Interest on Customer Deposits

17,263 (3,385)

(8,033)

4a

5a

13,878

(8,033)

4,962

19.317

18,840

11 .284

454

TOTAL OPERATING EXPENSES

454

$ 232,950 $ (4,384) $

454

228,565 s 51,954 $ 280,529

OPERATING INCOMEr(LOSS)

OTHER INCOME/(EXPENSE)

$ (42,481) $ 1,119 $ (41,361) s 148,813 $ 107,452

$ 1,296 $

80

(1 ,204) 6 $ 92

80

$ 92

80

4 1 9

4 2 1

4 2 6

4 2 7

4 2 7

4 2 7

4 2 7

Interest and Dividend Income

Non-Utility Income

Miscellaneous Non-Utility Expenses

Interest Expense - 01 & 06 WIFA loans

Interest Expense - 16 WIFA loan

Interest Expense - Anncee loan

Interest Expense - Proposed CoBank loan

(4,157) (4,157)

(6,805)

(3,096)

.l§9.3.59)

TOTAL OTHER incoME/(ExpEnsE)

NET INCOMEd(LOSS) .

$

5

(2,781) s

(45,262) $

(1 ,204)

(85)

$

s

(3,985) $

(45,346) $

(40,261)

108,553

s

s_

(4,157)

(6,805)

(3,096)

(30,35§}

(44,246)

63,206
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Clear Springs Utility Company, Inc. - Water Division
Income Statement for 2015

Includes Rate Case Proforma Adjustments and Financing

$ 63,206

57,267

(6,784)

$ (5,096)

(2,380) (7,476)

(2,231)

s (17,026)

(7,897)

Cash Flow Analys is :

Net Income

Plus Depreciation Expense

Less Principal for 01 & 06 WIFA Loans

Less Principal for 16 WIFA Loan

Less Debt Service Reserve for 16 WIFA Loan

Less Principal for Anncee Loan

Less Principal for Proposed CcBank Loan

Less Reserve for Proposed CoBank Loan (24,923)

Cash Flow s 79,059
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Clear Springs Utility Company, Inc. - Water Division
Property and Income Tax Calculations

Includes Rate Case Proforma Adjustments and Financing

Calculation of Property Tax:
Company at Revised

Proposed Rates

$

$

$

$

187,204
2

374,408
387,981
762,389

3
254,130

- - 2
508,260

$ 508,260
18.50%

$ 94,028

1 Adjusted 2015 Test Year Revenue
2 Weight Factor
3 Subtotal
4 Company Recommended Revenue
5 Subtotal
6 Number of Years
7 Three Year Revenue Average
8 AZ Department of Revenue Multiplier
9 Revenue Base Value

10 Plus 10% of CWIP
11 Less: Net Book Value of Licensed Vehicles
12 Full Cash Value
13 Assessment Ratio
14 Assessment Value
15 Composite Property Tax Rate from Application

16 Revised Projected Property Tax Expense
17 Adjusted Test Year Property Tax Expense

$

20.0366%

18,840
13,878

18 Total Adjustment $ 4,962

Calculation of Income Tax:
Company at Revised

Proposed Rates

$

$

19

20
21
22

23
24

25
26

27

Company Recommended Revenue
Operating Expenses Excluding Income Taxes
Interest Expense

Federal Taxable Income
Weighted Federal Tax Rate from Application

Federal Income Tax at Proposed Revenue
Adjusted Test Year Income Tax Expense

$

387,981
(268,337)
(44,418)
75,226
15.00%
11 ,284
(8,039

TotaI Adjustment s 19,317
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s5/8 x 314-inch Surcharge Amount per Month

3/4-inch Surcharge Amount per Month

1-inch Surcharge Amount per Month

1.5-inch Surcharge Amount per Month

2-inch Surcharge Amount per Month

8.24 (Line 6 / Line 31)

12.35 (Line 82 times 1.5 MM) 1

20.59 (Line 32 times 2.5 MM)

41.18 (Line 32 times 5 MM)

65.88 (Line 32 times 8 MM)

Clear Springs utility Company, Mc. - Water Division
Company Calculation of Surcharge Amount for Proposed Loan

1
2
3
4
5
e

Amount

$Annual Interest
Annual Principal
Reserve
Incremental Property Tax on CoBank Loan
Incremental Income Tax on CoBank Loan
Total Annual Loan Payments $

30,359
17,026
7,897
1 ,996
1 ,771

59,049

7 Annual Surcharge Necessary $ 59,049

Surcharge Calculation per Customer:8

9
10
11

Number of 5/8 x 3/4-inch Customers
Months in Year
Annual Bills

523
12

6,276

6
12

12
13
14
15
16

72
1.5

Number of 3/4-inch Customers
Months in Year
Annual Bills
Meter Multiplier
Annual Equivalent Bills 108

13
12

17
18
19
20
21

156
2.5

390

5
12

22
23
24
25
26

60
5

Number of 1-inch Customers
Months in Year
Annual Bills
Meter Multiplier
Annual Equivalent Bills

Number of 1 .5-inch Customers
Months in Year
Annual Bills
Meter Multiplier
Annual Equivalent Bills 300

1

12

Number of 2-inch Customers
Months in Year
Annual Bills
Meter Multiplier
Annual Equivalent Bills

12
8

27
28
29
30
31

32
Ge

Total Annual Equivalent Bills 7,170

33

34

35

36

37

38 Revenue Check: Annual BillS Total

39
40
41
42
43

44

5/8 x 3/4-inch meters
3/4-inch meters
1-inch meters
1,5-inch meters
2-inch meters

Surcharge

$ 8.24
12.35
20.59
41.18
65.88

Totals

6,276
72

156
60
12

6,576

$ 51,687
889

3,212
2,471

791

$ 59,049

45 1 MM = AWWA Meter Multiplier
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Clear Springs Utility Company, Inc. - Water Division

S UMMAR Y O F  P R O P O S E D  C O B ANK  F INANC ING

FINANCED
AMOUNT

ESTIMATED ESTIMATED
TERM IN INTEREST
YEARS RATE

MONTHLY
PAYMENT

Loan principal

Reserve amount 1

Number of Months in Year

Annual Cash Needed

$ 586,002 20 5.2500% $ 3,949

658

_12

55,282

Annual Amount of Interest
Annual Amount of Principal
Annual Reserve
Incremental Property Tax
Incremental Income Tax
Annual Cash Needed

$

$

$

30,359
17,026
7,897
1,996
1,31

59,Q4_9
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FCOBANK

Agreement No. xxxxxxSLA

CREDIT AGREEMENT

THIS CREDIT AGREEMENT (this "Agreemellt"), dated as of , 2016 is
entered into by and between xxxxx WATER COMPANY, INC., xxxxxx, Arizona, a corporation (the
"Borrower and COBANK, ACB, a federally~chanered instrumentality of the United States
("Lender"),

77

5

RECITALS

In consideration of the agreements set forth herein and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the Borrower and Lender agree as follows:

ARTICLE 1 Defined Terms; Accounting Principles. Certain capitalized terms used in this Agreement
bear the definitions given to them in this Agreement. References to accounting standards are to United
States generally accepted accounting principles, consistently applied, or those required of the regulatory
agency having jurisdiction over Ute Borrower, including but not limited to the system of accounts
established by the United States Department of Agriculture acting through Rural Development or the
Rural Utilities Service, or their predecessors ("RD/RUS"), if applicable or such other commission or body
as may be agreeable to Lender (the "Accounting Standards").

ARTICLE 2  Th e  Fa c ilit ie s .

E

2.1 Promissory Note. In the event the Borrower desires to borrow from Lender and Lender
is willing to lend to the Borrower, or in the event the parties desire to consolidate any existing loans
hereunder, the parties will enter into a promissory note (a "Promissory Note"). Each Promissory Note
will set forth Lender's commitment to make a loan or loans to the Borrower, the amount of the loan(s), the
purpose of the loan(s), the interest rate or rate options applicable to the loan(s), the repayment terms of the
loan(s), and any other terms and conditions applicable to the particular loan(s). Each Promissory Note will
also contain the Borrower's promise to mad<e payments of interest on the unpaid principal balance of the
loan(s), and fees and premiums, if any, and to repay the principal balance of the loan(s). Each loan will be
governed by the rems and conditions contained in this Agreement and in the Promissory Note relating to
that loan.

4

2.2 Availability. Loans will be made available on any day on which Lender and the Federal
Reserve Banks are open for business (a "Business Day") upon the telephonic or written request of an
authorized employee of the Borrower. Requests for loans must be received by 12:00 p.m. Denver,
Colorado time on the date the loan is desired. Loans will be made available by wire transfer of
immediately available funds. Wire transfers will be made to such account or accounts as may be
authorized by the Borrower.

2.3 Security. The Borrower's obligations under this Agreement and each Promissory Note
will be secured by a statutory first lien on all equity that the Borrower may now own or hereafter acquire
or be allocated in Lender. In addition, except as otherwise provided in a Promissory Note or in a closing
instruction letter signed by the parties (an "Instruction Letter"), the Borrower's obligations hereunder
and under each Promissory Note will be:

11
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xxxxxx COMPANY, INC.
xxxxx, Arizona
Agreement No. xxxxxxSLA

(a) secured by a first priority lien (subject only to exceptions approved in writing by Lender)
on all real and personal property of the Borrower, whether now existing or hereafter acquired. The
Borrower agrees to take such steps, including, without limitation, the execution and recordation or filing,
as applicable, of mortgages, deeds of trust, security agreements, intercreditor or parity agreements, pledge
agreements, control agreements, financing statements, and amendments to any of the foregoing, and such
other instruments and documents as Lender may require to enable Lender to obtain, perfect, and maintain
a lien on such property, and the payment of any applicable mortgage recording, documentary stamp, or
intangible taxes, and

(b) guaranteed by an unsecured or secured, limited or continuing guarantee of payment, in
form and substance and from such parties as may be required by Lender from time to time. If Lender
requires such guarantee(s) to be secured by a lien on the real and/or personal property of a guarantor (a
"Guarantor"), Borrower will cause each Guarantor to take such steps, including, without limitation, the
execution and recordation or filing, as applicable, of mortgages, deeds of trust, security agreements,
pledge agreements, control agreements, financing statements, and amendments to any of the foregoing,
and such other instruments and documents as Lender may require to enable Lender to obtain, perfect, and
maintain a lien on such property, and the payment of any applicable mortgage recording, documentary
stamp, or intangible taxes.

2.4 Payments Generally. The Borrower's obligation to repay each loan will be evidenced
by a Promissory Note. Lender will maintain a record of all loans, the interest accrued thereon, and all
payments made with respect thereto, and such record will, absent proof of manifest error, be conclusive
evidence of the outstanding principal and interest on the loans. Payments under each Promissory Note will
be made by wire transfer of immediately available funds, by check, or by automated clearing house (ACH)
or other similar cash handling processes as specified by separate agreement between the Borrower and
Lender. Wire transfers will be made to ABA No. 307088754 for advice to and credit of "CoBANK" (or to
such odder account as Lender may direct by notice). The Borrower will give Lender telephonic notice no
later than 12:00 p.m. Denver, Colorado time on the day the Borrower intends to pay by wire of such
intent, and funds received after 3:00 p.m. Denver, Colorado time will be credited on the next Business
Day. Checks iii be mailed to CoBANK, Department 167, Denver, Colorado 80291-0167 (or to such
other place as Lender may direct by notice). Credit for payment by check will not be given until the later
of the next Business Day after receipt of the check or the day on which Lender receives immediately
available funds. If any installment of principal or interest is due on a date that is not a Business Day, then
such installment will be due and payable on the next Business Day.

2.5 Broken Funding Surcharge.Notwithstanding the terms of any Promissory Note giving
the Borrower the right to repay any loan prior to the date it would otherwise be due and payable, the
Borrower agrees to provide three Business Days' prior written notice for any prepayment of a fixed rate
balance and to pay to Lender a broken finding surcharge in the amount set forth below in the event the
Borrower: (a) repays any fixed rate balance prior to the last day of its fixed rate period (whether such
payment is made voluntarily, as a result of an acceleration, or otherwise), (b) converts ally fixed rate
balance to another fixed rate or to a variable rate prior to the last day of the fixed rate period applicable to
such balance, or (c) fails to borrow any fixed rate balance on the date scheduled therefor. The surcharge
will be in an amount equal to the greater of (1) the sum of: (i) the present value of any funding losses
imputed by Lender to have been incurred as a result of such payment, conversion or failure, plus (ii) a per
annum yield of 0.50% of the amount repaid, converted or not borrowed for the period such amount was
scheduled to have been outstanding at such fixed rate, or (2) $300.00. Any surcharge will be determined
and calculated in accordance with methodology established by Lender, a copy of which will be made

2



xxxxxx COMP ANY, m c .
xxxx, Arizona
Agreement No. xxxxxxSLA

available upon request. Notwithstanding the foregoing, in the event of a conflict between the provisions of
this section and of the broken funding charge section of a forward He agreement between Lender and the
Borrower, the provisions of the forward fix agreement will control.

2.6 Taxes; Change in Law. Any payment by the Borrower to Lender will be made net of
any taxes (other than income and similar taxes imposed on or measured by Lender's overall net income).
If any change in any law, rule, regulation, code, ordinance, order or the like to which the Borrower is
subject, including, without l imitation, al l  laws relating to env ironmental protection, and taxes
(collectively, "Laws"), increases the cost of making or maintaining any loan (or any associated
commitment to lend), or reduces the amount received or receivable by Lender herelmder then, upon
request, the Borrower will pay to Lender such additional amount as will compensate Lender for such
additional costs incurred or reduction suffered.

ARTICLE 3 Conditions Precedent.

3.1 Conditions to Initial Promissory Note. Lender's obligation to extend credit under the
initial Promissory Note hereunder is subject to the condition precedent that Lender receive, in form and
substance satisfactory to Lender, each of the following, except as otherwise provided in a Promissory Note
or in an Instruction Letter:

(a) This Agreement. A duly executed copy of this Agreement, the other Loan Documents
(as defined below), the Instruction Letter accompanying this Agreement, and all instruments and
documents contemplated hereby and thereby.

(b) Banking Service Agreements. A duly completed and executed copy of any banking
service agreement, including any agreement relating to the provision by Lender of cash management
services, required by Lender from time to time. Lender will be entitled to rely on (and will incur no
liability to the Borrower in acting on) any request or direction furnished in accordance with the terms
thereof.

3.2 Conditions to Each Promissory Note. Lender's obligations to extend credit under each
Promissory Note hereunder, including the initial Promissory Note, is subject to the condition precedent
that Lender receive, in form and substance satisfactory to Lender, each of the following, except as
otherwise provided in a Promissory Note or in an Instruction Letter:

(a) Promissory Note. A duly executed copy of the Promissory Note and all instruments and
documents contemplated by the Promissory Note.

(b) Instruction Letter. Any and all items or requirements detailed in an Instruction Letter.

(c) Evidence of Perfection. Such evidence as Lender may require that it has duly perfected
liens as required under this Agreement.

(d) Evidence of Authority. Such certified board resolutions, certificates of incumbency, and
other evidence that Lender may require that the Promissow Note, all instruments and documents executed
in connection therewith, and, in the case of the initial Promissory Note hereto, this Agreement, the other
Loan Documents (as defined below) and all instruments and documents executed in connection herewith
and therewith, including any security documents, have been duly authorized and executed.
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(e) Fees and Other Charges. Any fees or other charges provided for herein, in the
Promissory Note or in any invoice provided by Lender.

(f) Insurance. Such evidence as Lender may require that the Borrower is in compliance
with Section 5.4 below.

(g) Consents and Approvals. Evidence as Lender may require that all regulatory and odder
consents and approvals referred to in Section 4.6 below have been obtained and are in full force and
effect.

(h) Opinion of Counsel. An opinion of counsel to the Borrower (which counsel must be
acceptable to Lender) .

3.3 Conditions to Each Loan.Lender's obligation under each Promissory Note to make any
loan to the Borrower thereunder is subject to the condition that no "Event of Default" (as defined in
Section 8.1 below) or event that, with the giv ing of notice and/or the passage of time and/or the
occurrence of any other condition, would ripen into an Event of Default (a "Potential Default") will have
occurred and be continuing or would be caused by the making of such loan.

ARTICLE 4 Representations and Warranties. The execution by the Borrower of this Agreement and
each Promissory Note hereunder, or any renewal or extension by Lender of any Promissory Note
hereunder, will constitute a representation and warranty by the Borrower that:

4.1 Instruction Letter; Loan Documents. Each representation and warranty and all
information set forth in any instruction Letter and/or any of the Loan Documents (as defined below)
and/or any other document submitted in connection with, or to induce Lender to enter into, such
Promissory Note is correct in all material respects as of the date of such Promissory Note.

4.2 Compliance; Legal Proceedings. The Borrower and its subsidiaries and all property
owned or leased or proposed to be acquired with the proceeds of any Promissory Note hereunder by the
Borrower and/or its subsidiaries and all of its/their operations are in compliance with all applicable Laws
and the terms of the Loan Documents and no Event of Default or Potential Default exists or is continuing.
111 addition, there are no pending legal, arbitration, or governmental actions or proceedings to which the
Borrower or any subsidiary is a party or to which any of its or any subsidiaries' property is subject which,
if adversely determined, might have a material adverse effect on the financial condition, operations,
properties, profits, or business of the Borrower or any subsidiary, and to the best of the Borrower's
knowledge, no such actions or proceedings are threatened or contemplated.

4.3 Organization; Good Standing. The Borrower (a) is duly organized, validly existing and
in good standing under the Laws of its jurisdiction of organization, (b) has the lawful power to own or
lease its properties and to engage in the business it conducts or proposes to conduct, and (c) is duly
qualified and in good standing in each jurisdiction where the property owned or leased by it or the nature
of the business transacted by it makes such qualification necessary.

4.4 Binding Agreement. The Loa11 Documents constitute legal, valid, and binding
obligations of the Borrower that are enforceable in accordance with their terms.

4.5 Conflicting Agreements.Neither this Agreement nor any Promissory Note, or other
instrument or document securing or otherwise relating hereto or to any Promissory Note (each a "Loan
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Document" and collectively, at any time, the "Loan Documents") conflicts with, or constitutes (with or
without the giving of notice and/or the passage of time and/or the occurrence of any other condition) a
default under, any other agreement to which the Borrower is a party or by which it or any of its property
may be bound or affected, and does not conflict with any provision of its bylaws, articles of incorporation
or other organizational documents.

4.6 Consents and Approvals. No consent, permission, authorization, order or license of any
governmental authority or of any party to any agreement to which the Borrower is a party or by which it
or any of its property may be bound or affected, is necessary in connection with the project, acquisition or
other activity being financed by such Promissory Note, or the execution, delivery, performance or
enforcement of any Loan Document, except as have been obtained and are in full force and effect.

4.7 Budgets; Full Disclosure. All budgets, projections, feasibility studies, and other
documentation submitted by the Borrower to Lender in connection with, or to induce Lender to enter into,
such Promissory Note are based upon assumptions that are reasonable arid realistic, and as of the date of
such Promissory Note, no fact has come to light, and no event has occurred, that would cause any
assumption made therein to not be reasonable or realistic. No Loan Document or other certificate,
statement, agreement, or document furnished to Lender in connection with this Agreement or any other
Loan Document (a) contains any untrue statement of a material fact, or (b) fails to state a material fact
necessary in order to make the statements contained herein or therein, in light of the circumstances under
which they were made, not misleading. The Borrower is not aware of any Material Adverse Change that
has not been disclosed in writing to Lender. A "Material Adverse Change" means any material adverse
change, as reasonably determined by Lender, in the condition, financial or otherwise, operations, business,
liabilities (actual or contingent) or properties of the Borrower or in its ability to perform its obligations
hereunder, under any security instrument or document, or under any other Loan Document.

4.8 Accurate Financial Information. Each submission of financial information or
documents relating to the Borrower will constitute a representation and warranty by the Borrower that
such information and documents (a) are true and accurate in all material respects, and (b) do not fail to
state a material fact necessary in order to make the statements contained therein, in light of the
circumstances under which they were made, not misleading.

4.9 ERISA. The Borrower and its subsidiaries axe in compliance in all material respects with
the applicable provisions of the Employee Retirement Income Security Act of 1974, and the regulations
and published interpretations thereunder from time to time ("ERISA").

4.10 Water Rights and System Condition. The Borrower has water rights with such amounts,
priorities and qualities as are necessary to service adequately the Borrower's customers and members. The
Borrower controls, owns, or has access to all such water rights free and clear of the interest of any third
party and has not suffered or permitted any transfer or encumbrance of such water rights, has not
abandoned such water rights, or any of them, and has not done any act or thing which would impair or
cause the loss of any such water rights. The Borrower's utility facilities reasonably meet present demand
in all material respects, are constructed in a good and professional manner, are in good working order and
condition, and comply in all material respects with all applicable law.

4.11 Rate Matters. The Borrower's rates for the provision of water have been approved, if
applicable, by any and all necessary governmental regulatory authorities, including, without limitation,
each public service commission or public utilities commission that may have jurisdiction over the
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operations and rates of the Borrower. Further, there is no pending, and to the Borrower's knowledge, no
threatened proceeding before any governmental authority, the objective or result of which is or could be to
materially reduce or otherwise materially adversely change any of the Borrower's rates for the provision
of water and/or waste water services, or otherwise have a material adverse effect on the condition,
financial or otherwise, operations, properties, or business of the Borrower,

ARTICLE 5 Affirmative Covenants. Unless otherwise agreed to in writing by Lender, while this
Agreement is in effect, the Borrower agrees to, and with respect to Sections 5.3, 5.4, 5.5, and 5.8, agrees
to cause each subsidiary, if any, to:

5.1 Reports and Notices. Furnish to Lender:

(a) Annual Financial Statements. As soon as available, but in no event more than 120 days
after the end of each fiscal year of the Borrower occurring during the tern hereof annual financial
statements of the Borrower, prepared in a manner acceptable to Lender. Such financial statements will be
prepared in reasonable detail acceptable to Lender.

(b) Interim Financial Statements. [To be determined].

(c) Notice of Default. Promptly after becoming aware thenntl notice of the occurrence of an
Event of Default or a Potential Default, including, without limitation, any error in the Borrower's financial
information previously provided to Lender and the occurrence of any breach, default, event of default or
event that, will the giving of notice and/or the passage of time and/or the occurrence of any other
condition, would become a breach, default or event of default under any loan agreement, indenture,
mortgage, or other credit or security agreement or instrument to which the Borrower is a party or by which
it or any of its property may be bound or affected.

(d) Notice of Litigation, Environmental Matters, Etc. Promptly after becoming aware
thereof, notice of: (1) the commencement of any action, suit or proceeding before any court, arbitrator or
governmental department, commission, board, bureau, agency, or instrumentality having jurisdiction over
the Borrower, that, if adversely decided, could have a material adverse effect on the condition, financial or
otherwise, operations, properties or business of the Borrower, (2) the receipt of any notice, indictment,
pleading or other communication alleging a condition dirt may require the Borrower to undertake or to
contribute to a clean-up or other response under any environmental Law, or that seeks penalties, damages,
injunctive relief, criminal sanctions or other relief as a result of an alleged violation of any such Law, or
that claims personal injury or property damage as a result of environmental factors or conditions, and (3)
any matter that could have a material adverse effect on the Borrower, including any decision of any
regulatory authority or commission.

(e) Notice of Certain Events. (1) Notice at least 30 days prior thereto, of any change in the
Borrower's name or corporate structure, (2) notice at least 30 days prior thereto, of any change in die
Borrower's organizational documents, which changes must be approved in writing by Lender in its
reasonable discretion, (3) notice at least 30 days prior thereto, of any change in the principal place of
business of the Borrower or the office where its records concerning its accounts are kept, and (4) as soon
as available after any changes thereto, copies of the Borrower's organizational documents certified by the
Borrower's Secretary or equivalent officer acceptable to Lender.

5.2
Letter.

instruction Letter. Comply with any and a ll requirements de ta iled in an Instruction
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5.3 Corporate Existence,Etc. Preserve and keep in full force and effect its existence and
good standing in the jurisdiction of its incorporation or formation, qualify and remain qualified to transact
business in all jurisdictions where such qualification is required, and obtain and maintain all licenses,
certificates, permits, authorizations, approvals, and the like that are material to the conduct of its business
or required by any Law.

5.4 Insurance.Maintain insurance with reputable and financially sound insurance
companies or associations, including self-insurance to the extent customary, acceptable to Lender in such
amounts and covering such risks as are usually carried by companies engaged in the same or similar
business and similarly situated, and make such increases in the type or amount of coverage as Lender may
reasonably request. All such policies insuring any collateral for the Borrower's obligations to Lender will
have additional insured, mortgagee and lender's loss payee clauses or endorsements, as applicable, in form
and substance satisfactory to Lender. At Lender's request, the Borrower agrees to deliver to Lender such
proof of compliance with this section as Lender may require.

5.5 Property Maintenance.Maintain in good repair, working order and condition (ordinary
wear and tear excepted) in accordance with the general practice of other businesses of similar character
and size, all of those properties useful or necessary to its business, and make all alterations, replacements,
and improvements thereto as may from time to time be necessary in order to ensure that its properties
remain in good working order and condition. If the Borrower is subject to a compliance order by a federal
or state authority or is in default of this Agreement, the Borrower agrees that at Lenders request, which
may not be made more than once a year, the Borrower will furnish to Lender a report on the condition of
the Borrower's property prepared by a professional engineer satisfactory to Lender.

5.6 Inspection.Permit Lender or its agents, upon reasonable notice and during normal
business hours or at such other times as the parties may agree, to inspect and visit any of its properties,
examine and make excerpts iron its books and records, and to discuss its business affairs, finances and
accounts with its officers, directors, employees, and independent certified public accountants and to
conduct reviews of any collateral.

5. 7 Books and Records.Maintain and keep proper books and records of account in which
full, true and correct entries of all its dealings, business and financial affairs will be made in accordance
with the Accounting Standards.

5.8 Compliance With Laws.Comply in all material respects with all Laws and any patron
or member investment program applicable to the Borrower. In addition, the Borrower agrees to cause all
persons occupying or present on any of its properties to comply in all material respects with all Laws
relating to such properties.

5.9 Further Assurances and Other Information.From time to time and at its expense,
execute and deliver such documents and do such other acts and things as Lender in its sole discretion
may deem necessary or advisable from time to time in order to more fully carry out the provisions and
purpose of the Loan Documents, including delivery of such other information regarding the condition or
operations, financial or otherwise, of the Borrower as Lender may from time to time reasonably request,
including, but not limited to, copies of all pleadings, notices and communications referred to in Section
5.l(d) above.

5.10Capital.Maintain its status as an entity eligible to borrow from Lender and acquire equity in
Lender in such amounts and at such times as Lender may from time to time require in accordance with its
Bylaws and Capital Plan (as each may be amended from time to time), except that the
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maximum amount of equity that the Borrower may be required to purchase in connection with a loan may
not exceed the maximum amount permitted by the Bylaws at the time the Promissory Note relating to such
loan is entered into or such loan is renewed or refinanced by Lender. The rights and obligations of the
parties with respect to such equity and any patronage or other distributions made by Lender will be
governed by Lender's Bylaws and Capital Plan (as each may be amended from time to time).

5.11 Delivery of Original Loan Documents. If executed copies of any Loan Documents are
delivered to Lender as provided in Article 3 above, immediately deliver to Lender the original executed
versions of such Loan Documents.

5.12 Indemnity for Taxes. At all times indemnify and hold and save Lender harmless from and
against any and all actions or causes of action, claims, demands, liabilities, loss, damage or expense of
whatsoever kind and nature incurred by Lender as a result of the non-payment of any documentary stamp
tax, intangible tax, interest or penalties associated therewith or any other local, state or federal
assessment required to be paid, but not paid in conj unction with the indebtedness evidenced by the Loan
Documents. The Borrower agrees to pay to Lender, its successors and assigns, all sums of money
requested by Lender hereunder within ten days of such request, which Lender will or may advance, pay
or cause to be paid, or become liable to pay, on account of or in connection with failure to pay as
required by the regulations of the governmental authority so imposing said payment. Lender will be
entitled to charge for any and all disbursements made by it in good faith, under the reasonable belief that
it or die Borrower is or was liable for the amount so assessed. Any default by the Borrower in making
any payments required under this covenant will constitute a payment Event of Default under the Loan
Documents and Lender may, at its option, declare the entire amount of principal plus accrued interest
thereon due and payable without notice or demand.

5.13 ERISA. The Bor rower  and i t s subsidiar ies,  for  so long as th is Agreemen t  r emains
outstanding, will remain in compliance in all material respects will the applicable provisions of ERISA,
the failure to comply with which has or may have a Material Adverse Effect on the Borrower.

f

5.14 Water Rights and/nr Supplies. Maintain or procure water rights and/or supplies with such
amounts, priorities and qualities as are necessary to service adequately the Borrowe1°'s customers and
members. The Borrower will continue to control, own or have access to all such water rights and/or
supplies he and clear of the interest of any third party, will not suffer or permit any transfer or
encumbrance of such water rights and/or supplies, will not abandon such water rights and/or supplies, or
any of them, and will not do any act or thing that would impair or cause the loss of any such water rights
and/or supplies.

ARTICLE 6 Negative Covenants. Unless otherwise agreed to in writing by Lender, while this
Agreement is in effect, the Borrower will not:

6.1 Other Indebtedness. Create, incur, assume or allow to exist, directly or indirectly, any
indebtedness or liability for borrowed money (including trade or bankers' acceptances), letters of credit, or
for the deferred purchase price of property or services (including leases that should be capitalized on the
books of the lessee in accordance with the Accounting Standards), except for:

8
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(a) debt to Lender.

(b) accounts payable to trade creditors incurred in the ordinary course of business.

8
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(c) current operating liabilities (other than for borrowed money) incurred in the ordinary
course of business.

(d)
$xxxx.00.

purchase money security indebtedness provided that such indebtedness does not exceed

(el capitalized leases that do not, in an aggregate, exceed $xx,000.(]0 at any one time

(D Evidence of the filing of a new rate case application within four years of closing Multiple
Advance Term Promissory Note number 0xxxxxxxT01.

6.2 Contingent Liabilities. Assume, guarantee, become liable as a surety, endorse,
contingently agree to purchase, or otherwise be or become liable, directly or indirectly (including, but not
limited to, by means of a maintenance agreement, an asset or stock purchase agreement, or any other
agreement designed to ensure any creditor against loss), for or on account of the obligation of any person
or entity, except by the endorsement of negotiable instruments for deposit or collection or similar
transactions in the ordinary course of the Borrower's business.

6.3 Liens. Create, incur, assume, or allow to exist any mortgage, deed of trust, pledge, lien
(including the lien of an attachment, judgment, or execution), security interest, or other encumbrance of
ally kind upon any of its property, real or personal (collectively, "Liens"). The foregoing restrictions will
not apply to:

(a) Liens in favor of Lender

(b) Liens for taxes, assessments, or govenunental charges that are not past due.

(c)
security Laws.

pledges and deposits under workers' compensation, unemployment insurance, and social

(d) pledges and deposits to secure the performance of bids, tenders, contracts (other than
contracts for payment of money), and like obligations arising in the ordinary course of business as
conducted on the date hereof.

(e) Liens imposed by Law in favor of mechanics, material suppliers, warehouses, and like
persons that secure obligations that are not past due.

(f ) easements, rights-of-way, restrictions, and other similar encumbrances that, in the
aggregate, do not materially interfere with the occupation, use, and enjoyment of the property or assets
encumbered thereby in the normal course of business or materially impair the value of the property
subject thereto.

(8) purchase money Liens to secure indebtedness permitted hereunder.

6.4 Transactions with Affiliates. Enter into any transaction with any affiliate except in the
ordinary course of and pursuant to the reasonable requirements of its business and upon fair and
reasonable terms no less favorable to it than it would obtain in a comparable arm's-length transaction
with a person or entity that was not an affiliate.

9
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6.5 Loans and Investments.Make any loan or advance to, or make any investment in, or
make any capital contribution to, or purchase of make any commitment to purchase any stock, bonds,
notes or other securities of any person or entity, except for:

(a) securities or deposits issued, guaranteed or fully insured as to payment by the United
States of America or any agency thereof.

(b) equity in, or obliga tion of, Lender.

6.6 Dividends and Distributions.Declare or pay any dividends or make any other
distribution of assets to shareholders of the Borrower, or retire, redeem, purchase or otherwise acquire for
value any capital stock or otherwise set apart any sum for any of the foregoing, except that as long as no
Potential Default or Event of Default exists or would result therefrom (including, without limitation, under
Article 7 hereof) the Borrower may, in any fiscal year, pay dividends to its shareholders.

6.7 Mergers, Acquisitions,Etc. Merge or consolidate with any other entity or acquire all or
a material part of the assets of any other person or entity, or form or create any new subsidiary, or
commence operations under any other name, organization, or entity, including any joint venture.

6.8 Transfer ofAssets. Sell, transfer, lease, or odlerwise dispose of any of its assets, except:
(a) in the ordinary course of business, and (b) the sale, transfer or disposal of a.ny obsolete or worm-out
assets that are no longer necessary or required in the conduct of the Borrower's business.

6.9 Change in Business.Engage in any business activities or operations substantially
different from or unrelated to the Borrower's present business activities or operations.

ARTICLE 7 Financial Covenants. Unless otherwise agreed to in writing by Lender, while this
Agreement is in effect:

7.1 Debt Service Coverage Ratio. The Borrower and its consolidated subsidiaries, if any,
will have at the end of each fiscal year of the Borrower a Debt Service Coverage Ratio (as defined
below) for such year of not less than xxxx to 1.00. For purposes hereof, the term "Debt Service
Coverage Ratio"means the ratio of: (a) net income (after eliminating any gain or loss on sale of assets
or other extraordinary gain or loss), plus depreciation expense, amortization expense, interest expense,
and non-cash management fee expenses, and interest expense, minus non-cash patronage, and non-cash
income from subsidiaries and/or joint ventures, and grant income; to (b) all principal payments due
within the period on all Long-Term Debt (as defined below) plus interest expense (all as calculated on no
basis for the applicable period in accordance with the Accounting Standards). For purposes hereof,
"Long-Term Debt"means, for the Borrower, on no basis, the sum of (1) all indebtedness for borrowed
money, (2) obligations that are evidenced by notes, bonds, debentures or similar instruments, and (3) that
portion of obligations with respect to capital leases or other capitalized agreements that are properly
classified as a liability on the balance sheet in conformity with Accounting Standards or that are treated
as operating leases under regulations applicable to them but that otherwise would be required to be
capitalized under Accounting Standards, in each case having a maturity of more than one year from the
date of its creation or having a maturity within one year lim such date but that is renewable or
extendible, at the Borrower's option, to a date more than one year from such date or that arises under a
revolving credit or similar agreement that obligates the lender(s) to extend credit during a period of more
than one year from such date, including all current maturities in respect of such indebtedness whether or
not required to be paid within one year from the date of its creation.

10
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7.2 Total Debt to EBITDA. The Borrower and its consolidated subsidiaries, if any, will
have at the end of each fiscal year of the Borrower a Total Debt to EBITDA (each as defined below) ratio
of not greater than xxx to 1.00 (all as determined in accordance with the Accounting Standards). For
purposes hereof: (a) "Total Debt" means, for the Borrower, and its consolidated subsidiaries, if any, the
sum of (1) all indebtedness for borrowed money, (2) obligations which are evidenced by notes, bonds,
debentures or similar instruments, and (3) that portion of obligations with respect to capital leases or
other capitalized agreements that are properly classified as a liability on the balance sheet in conformity
with Accounting Standards or that are treated as operating leases under regulations applicable to them but
that otherwise would be required to be capitalized under Accounting Standards, and (b) "EBITDA"
means, for the Borrower, and its consolidated subsidiaries, if any, operating revenues minus operating
expenses, plus depreciation, amortization expenses, and non-cash management fee expenses.

ARTICLE 8 Default.

8.1 Each of the following will constitute an "Event of Default" hereunder:

(8) Payment Default. The Borrower should fail to make any payment to Lender when due.

(b) Representations and Warranties. Any representation, warranty, certif ication or
statement of fact made at any time by the Borrower, herein or in any other Loan Document, or in any
certificate, other instrument or statement furnished to Lender by or on behalf of the Borrower, will have
been false or misleading in any material respect as of the time it was made or furnished.

(c) Covenants. The Borrower will default in the observance or performance of any covenant
set forth in Article 5 (other than Sections 5.l(c), 5.l(d), 5.1(e)(I), and 5.1(e)(2) above), and such default
continues for 30 days after written notice thereof will have been delivered to the Borrower by Lender.

(d) Other Covenants and Agreements. The Borrower will default in the observance or
performance of Sections 5.l(c), 5.1(d), 5.l(e)(l), and 5.l(e)(2) or any other covenant or agreement
contained herein or in any other Loan Document or wil l  use the proceeds of  any loan for any
unauthorized purpose.

(e) Cross Default. The Bonlower should, after any applicable grace period, breach or be in
default under the terms of any other Loan Document (including, without limitation, any security
instrument or document) or any other agreement between the Borrower and Lender, or between the
Borrower and any Affiliate of Lender, including without limitation Farm Credit Leasing Services
Corporation.

(1) Other Indebtedness. The Borrower should fail to pay when due any indebtedness to any
other person or entity for borrowed money or any long-term obligation for the deferred purchase price of
property (including any capitalized lease), or any other event occurs that, under any agreement or
instrument relating to such indebtedness or obligation, has the effect of accelerating or permitting the
acceleration of such indebtedness or obligation, whether or not such indebtedness or obligation is actually
accelerated or the right to accelerate is conditioned on the giving of notice, die passage of time, or
otherwise.

(g) Judgments. A judgment, decree, or order for the payment of` money will have been
rendered against the Borrower and either: (I) enforcement proceedings will have been commenced; (2) a
Lien prohibited by dais Agreement, any security instrument, or any other Loan Document, will have been
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obtained, or (3) such judgment, decree, or order will continue unsatisfied and in effect for a period of 30
consecutive days without being vacated, discharged, satisfied, bonded, or stayed pending appeal.

(h) Loan Document Unenforceable. Any of the Loan Documents ceases to be a legal, valid,
and binding agreement enforceable against the Borrower or any Guarantor, if any or is in any way
terminated (except in accordance with its terms) or becomes or is declared ineffective or inoperative.

(i) Revocation of Guaranty. Ally guaranty, suretyship, subordination agreement,
maintenance agreement, or other agreement furnished in connection with the Borrower's obligations
hereunder and under any Promissory Note will, at any time, cease to be in full force and effect, or will be
revoked or declared null and void, or the validity thereof will be contested by die Guarantor, surety or
other maker thereof or the Guarantor will deny any further liability or obligations thereunder, or will fail
to perform its obligations thereunder, or any representation or warranty set forth therein will be breached,
or the Guarantor will breach or be in default under the terms of any other agreement with Lender
(including any loan agreement or security agreement), or a default set forth in sections (1) through (h) will
occur widl respect to the Guarantor.

( j ) Insolvency, Etc. The Borrower will: (1) become insolvent or will generally not, or will
be unable to, or will admit in writing its inability to, pay its debts as died become due, or (2) suspend its
business operations or a material part thereof or make an assignment for the benefit of creditors, or (3)
apply for, consent to, or acquiesce in the appointment of a trustee, receiver, or other custodian for it or
any of its property, or (4) have commenced against it any action or proceeding for the appointment of a
trustee, receiver, or other custodian and such action or proceeding is not dismissed within 30 days of the
date thereof, or a trustee, receiver, or other custodian is appointed for all or any part of its property, or (5)
receive notice from any regulatory or governmental authority to the effect that such audiority intends to
replace the management of the Borrower or assume control over Me Borrower; or (6) commence or have
commenced against it any proceeding under any bankruptcy, reorganization, arrangement, readjustment
of debt, dissolution, or liquidation law of anyjurisdietion.

(k) Matedal Adverse Change. Any Material Adverse Change occurs, as reasonably
determined by Lender.

8.2 Remedies. Upon the occurrence and during the continuance of an Event of Default or
Potential Default, Lender will have no obligation to extend or continue to extend credit to the Borrower and
may discontinue doing so at any time without prior notice or other limitation. In addition, upon the
occurrence and during the continuance of any Event of Default, Lender may, upon notice to the Borrower:

(a) Termination and Acceleration. Terminate any commitment and declare the unpaid
principal balance of the loans, all accrued interest thereon, and all other amounts payable under this
Agreement, each Promissory Note, and all other Loan Documents to be immediately due and payable.
Upon such a declaration, the unpaid principal balance of the loans and all such other amounts will
become immediately due and payable, without protest, presentment, demand, or further notice of any
kind, all of which are hereby expressly waived by the Borrower.

(b) Enforcement. Proceed to protect, exercise, and enforce such rights and remedies as may
be provided by this Agreement, any security instrument or document, any other Loan Document, or under
Law. Each and every one of such rights and remedies will be cumulative and may be exercised iron time to
time, and no failure on the part of Lender to exercise, and no delay in exercising, any right or remedy will
operate as a waiver thereof, and no single or partial exercise of my right or remedy will preclude any
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future or other exercise thereof, or the exercise of any other right. Without limiting the foregoing, Lender
may hold and/or set off and apply against the Borrower's obligations to Lender the proceeds of any equity
in Lender, any cash collateral held by Lender, or any balances held by Lender for the Borrower's account
(whether or not such balances are then due).

(c) Application of Funds. Lender may apply all payments received by it to the Borrower's
obligations to Lender in such order and manner as Lender may fleet in its sole discretion.

In addition to the rights and remedies set forth above and notwithstanding any Promissory Note: (1) upon
the occurrence and during the continuance of an Event of Default, at Lender's option in each instance, the
entire indebtedness outstanding hereunder and under each Promissory Note will bear interest from the date
of such Event of Default until such Event of Default will have been waived or cured in a manner
satisfactory to Lender at 2.00% per annum in excess of the rate(s) of interest that would otherwise be in
effect on that loan under the terms of the applicable Promissory Note; and (2) after the maturity of any
loan (whether as a result of acceleration or otherwise), the unpaid principal balance of such loan
(including without limitation, principal, interest, fees and expenses) will automatically bear interest at
2.00% per annum in excess of the rate(s) of interest that would otherwise be in effect on that loan under
the terms of the Promissory Note. All interest provided for herein will be payable on demand and will be
calculated on die basis of a year consisting of 360 days.

ARTICLE 9 Miscellaneous.

9.1 Amendments; Waivers; Etc. No amendment, modification, or waiver of any provision
of this Agreement or the other Loan Documents, and no consent to any departure by the Borrower
therefrom or therefrom, will be effective unless approved by Lender and contained in a writing signed by
or on behalf of Lender, and then such waiver or consent will be effective only in the specific instance and
for the specific purpose for which given. in the event this Agreement is amended or restated, each such
amendment or restatement will be applicable to all Promissory Notes hereto.

ARTICLE 10 Expenses; Indemnification; Damage Waiver.

10.1 Costs and Expenses. To the extent allowed by Law, the Borrower agrees to pay all
reasonable out-of-pocket costs and expenses (including the fees and expenses of counsel retained or
employed by Lender) incurred by Lender and any participants of Lender in connection with the
origination, administration, collection and enforcement of this Agreement and the other Loan Documents,
including, without limitation, all costs and expenses incurred in obtaining, perfecting, maintaining,
determining the priority Of and releasing any security for the Borrower's obligations to Lender, and any
stamp, intangible, transfer or like tax incurred in connection with this Agreement or any other Loan
Document or the recording hereof or thereof.

10.2 Indemnification. The Borrower indemnities Lender, its affiliates and its and their respective
officers, directors, employees, agents and advisors (each an "Iudemllitee") against, and holds each
Indemnity harmless from, any and all losses, claims, damages, liabilities and related expenses (including
fees and expenses of employed or retained counsel) incurred by any Indemnity or asserted against any
lndernnitee by any third party or by the Borrower arising out of or as a result of (a) the execution or
delivery of any Loan Document, the performance or nonperformance by die Borrower of its obligations
under any Loan Document or the consummation of the transactions contemplated thereby, including the
use of the proceeds therefrom, (b) breach of representations, warranties or covenants of the Borrower
under any Loan Document, or (c) any actual or prospective claim, litigation, investigation or
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proceeding relating to any of the foregoing, including any such items or losses relating to or arising under
environmental Laws or pertaining to environmental matters, regardless whether any indemnity is a party
thereto, provided that such indemnity will not, as to an Indemnity, be available to the extent that such
losses, claims, damages, liabilities or related expenses are determined by a court of competent jurisdiction
by a final and no appealable judgment to have resulted from the gross negligence or willful misconduct of
such Indemnity.

10.3 Waiver of Consequential Damages. To the fullest extent permitted by applicable Law, the
Borrower will not assert, and hereby waives, ally claim against any Indemnity, on any theory of liability,
for special, indirect, consequential or punitive damages arising out of, in connection with, or as a result of,
any Loan Document, the transactions contemplated thereby or the use of the proceeds thereof.

10.4 Notices. All notices hereunder will be in writing and will be deemed to have been duly given
when addressed to the party intended to receive the same at the address of such party set forth below (or
such other address either party may specify by like notice), (a) upon delivery if personally delivered to a
party at such address, (b) three days after the same is deposited in the United States mail as first class,
certified mail, return receipt requested, postage paid, (c) one business day after the same has been
deposited with Federal Express or another nationally recognized overnight courier service if designated
for next-day delivery, and (d) upon delivery if sent by facsimile or electronic mail with confirmation of
delivery of die same:

If to Lender, as follows: If to the  Bomber, as  follows:

For general correspondence purposes:
P.O. Box 5110
Denver, Colorado 80217-5110

XxxxxxxWater Company, Inc.
xxxxx Xxxxxxx,
Arizona xxxxxx

For direct delivery purposes, when desired:
6340 S. Fiddlers Green Circle
Greenwood Village, Colorado 80111-1914

Xxxxxxxxxxxxxxx
Xxxxxxx, Arizona xxxxx

Attention: Credit information Services
Fax No.: (303) 224-6101

Attention: Manager
Fax No.:

10.5 Effectiveness and Severability. This Agreement will continue in effect until: (a) all
indebtedness and obligations of the Borrower under this Agreement and the other Loan Documents have
been paid or satisfied, (b) Lender has no commitment to extend credit to or for the account of the
Borrower under any Promissory Note, and (c) either party sends written notice to the other party
terminating this Agreement. Any provision of this Agreement or any other Loan Document that is
prohibited or unenforceable in any jurisdiction will he ineffective to the extent of such prohibition or
unenforceable without invalidating the remaining provisions hereof or thereof.

10.6 Successors and Assigns.

(a) Successors and Assigns Generally. This Agreement and the other Loan Documents will
be binding upon and inure to the benefit of the Borrower and Lender and their respective successors and
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assigns, except that the Borrower may not assign or transfer its rights or obligations under this Agreement
or the other Loan Documents without die prior written consent of Lender.

(b) Participation, Etc. From time to time, Lender may sell to one or more banks, financial
institutions, or other lenders a participation in one or more of the loans or other extensions of credit made
pursuant to this Agreement. However, no such participation will relieve Lender of any commitment made
to the Borrower hereunder. In connection with the foregoing, Lender may disclose information
concerning the Borrower and its subsidiaries, if any, to any participant or prospective participant,
provided that such participant or prospective participant agrees to keep such information confidential.
Patronage distributions in the event of a sale of a participation interest will be governed by Lender's
Bylaws and Capital Plan (as each may be amended from time to time). A sale of a participation interest
may include certain voting rights of the participants regarding the loans hereunder (including without
limitation the administration, servicing, and enforcement thereof). Lender agrees to give written
notification to the Borrower of any sale of a participation interest.

10.7 Integration; Other Types of Credit; Counterparts.

(a) Integration. The Loan Documents are intended by the parties to be a complete and final
expression of their agreement. Each Promissory Note will be deemed to incorporate all of the terms and
conditions of this Agreement as if fully set forth dierein. Without limiting the foregoing, any capitalized
term utilized in any Promissory Note (or in any amendment to this Agreement or Promissory Note) and
not otherwise defined in the Promissory Note (or amendment) will have the meaning set forth herein or, if
applicable, in the Accounting Standards. In the event the Accounting Standards are changed after the date
hereoli then all such changes will be applicable hereto, unless Lender otherwise specifies in writing.

(b) Other Types of Credit. From time to time, Lender may issue letters of credit or extend
other types of credit to or for the account of the Borrower. in the event the parties desire to do so under the
terms of this Agreement, then the agreement of the parties with respect thereto may be set forth in a
Promissory Note and this Agreement will be applicable thereto.

(c) Counterparts. This Agreement may be executed in counterparts, each of which will
constitute an original, but all of which when taken together will constitute a single contract. Delivery of an
executed counterpart of a signature page of this Agreement by facsimile or other electronic means will be
as effective as delivery of a manually executed counterpart of this Agreement.

4

10.8 Applicable Law; Submission to Jurisdiction; Service of Process; Waiver of Venue;
Waiver of Jury Trial.

(a) Applicable Law. Without giving effect to the principles of conflict of laws and except to
the extent governed by federal law, the Laws of the State of Colorado, without reference to choice of law
doctrine, will govern this Agreement, each Promissory Note and any other Loan Document for which
Colorado is specified as the applicable law, and all disputes and matters between the parties to this
Agreement, including all disputes and matters whatsoever arising under, in connection with or incident to
die lending and/or leasing or other business relationship between the parties, and the rights and obligations
of the parties to this Agreement or any other Loan Document by and between the parties for which
Colorado is specified as the applicable law.

(b) Submission to Jurisdiction; Service of Process. The Borrower hereby irrevocably
consents to the nonexclusivejurisdiction of any state or federal court in Denver, Colorado, and consents
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that Lender may effect any service of process in the manner and at the Borrower's address set forth herein
for providing notice or demand, provided that nothing contained in this Agreement will prevent Lender
from bringing any action, enforcing any award or judgment or exercising any rights against the Borrower
individually, against any collateral or against any property of the Borrower within any other county, state
or other foreign or domestic jurisdiction.

(e) Waiver al' Venue. The Borrower acknowledges and agrees that the venue provided above
is the most convenient forum for the Borrower and Lender. The Borrower waives any objection to venue
and any objection based on a more convenient forum in any action instituted under this Agreement.

(d) Waiver of Jury Trial. The Borrower and Lender each hereby irrevocably waives any
right it may have to a trial by jury in connection with any action directly or indirectly arising out of or
relating ro this Agreement or any other Loan Document. Each party hereto (1) certifies that no
representative, administrative agent or attorney of any other person has represented, expressly or
otherwise, that such other person would not, in the event of litigation, seek to enforce the foregoing
waiver and (2) acknowledges that it and the other parties hereto have been induced to enter into this
Agreement and other Loan Documents by, among other things, the mutual waivers and certifications in
this section.

10.9 USA Patriot Act Notice. Lender hereby notif ies the Borrower that pursuant to the
requirements of the USA Patriot Act, it is required to obtain, verify, and record information that identities
the Borrower in accordance with the USA Patriot Act. The Borrower covenants and agrees it will not, and
agrees to cause each of its subsidiaries not to, at any time, directly or indirectly be (a) a person with whom
Lender is restricted from doing business under any Anti-Terrorism Law, (b) engaged in any business
involved in making or receiving any contribution of funds, goods or services to or for the benefit of such a
person or in any transaction that evades or avoids, or has the purpose of evading or avoiding, the
prohibitions set forth in any Anti-Terrorism Law, or (c) odierwise in violation of any Anti-Terrorism Law
(the Borrower will and will cause each of its subsidiaries to provide to Lender any certifications or
information that Lender requests to confirm compliance by the Borrower and its subsidiaries with any
Anti-Terrorism Law). "Anti-Terrorism Law" means any Law relating to terrorism or money laundering,
including Executive Order No. 13224, the USA Patriot Act, the Laws comprising or implementing the
Bank Secrecy Act, and the Laws administered by the United States Treasury Department's Office of
Foreign Asset Control, as any of the foregoing Laws may from time to time be amended, renewed,
extended, or replaced.

SIGNATURE PAGE FOLLOWS
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SIGNATURE PAGE TO CREDIT AGREEMENT

IN WITNES S WHEREOF, the  parties here to, by the ir duly authorized officers, have  executed
this Agreement.

CoBANK, ACB

By:

Name:

Title:

By:

XXXXXXXWATER COMPANY, INC.

Name:

Title :
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