
COUNCIL MEETING AGENDA 
June 7, 2013 

Members may attend in person or by telephone 

Ed Foster, Mayor 
Michael Jewitt, Vice Mayor 

Quartzsite Town Hall 
Council Chambers 
465 North Plymouth Avenue 
Quartzsite, Arizona 

Carol Kelley 
Pat Workman 

Mary Scott 

S PEAKING TO THE COUNCIL 

Norma Crooks 
Mark Orgeron 

Special Meeting 
9:00a.m. 

If you are interested in speaking to the Council during Public Hearings, Communications from Citizens, or other designated agenda items, you must 
fill out a speaker card (located on the table inside the front entrance to the Council Chambers) and deliver ilto the Town Clerk prior to the convening 
of the meeting. Each individual will be limited to three (3) minutes for their remarks. 

All persons attending the Council meeting, whether speaking to the Council or not, are expected to observe the Council Rules, as well as the rules of 
politeness, propriety, decorum and good conduct. Any person interfering with the meeting in any way, or acting rudely or loudly, will be asked to 
leave. 

CELL PHONES AND RECORDING DEVICES 
As a courtesy to others please turn off or silence all cell phones or pagers. Reporters or others with recording devices need to be staged a/the back of 
the public seating area. 

The times listed for agenda items are estimated. 
Items may be discussed earlier or in a different sequence. 

Est. Time AGENDA ITEM COUNCIL ACTION 

9:00 CALL TO ORDER OF REGULAR MEETING 

9:00-9:05 INVOCATION AND PLEDGE OF ALLEGIANCE 

The invocation may be offered by a person of any 
religion, faith, belief or non-belief Interested persons 
should contact the Clerk for further information. 

9:05 ROLLCALL 

9:05 - 9:10 APPROVAL/AMENDMENT OF AGENDA Discussion, possible 
action by MOTION. 

ADMINISTRATIVE ITEMS 

Administrative items are for Council discussion and 
action. It is at the discretion of the majority of the 
Council regarding public input requests on any 
Administrative Item. Persons wishing to speak on an 
Administrative Item should complete a Request to Speak 
Form and indicate the Item they wish to address. 
Council may or may not accept public comment. 

Page 1 of 2 



9:10-9:30 1. Consider adoption of a resolution approving the form Discussion, possible 
and authorizing the execution and delivery of a loan action by MOTION. 
agreement with the Water Infrastructure Finance 
Authority of Arizona; delegating the determination of 
certain matters relating thereto to the Town Manager 
and declaring an emergency. 

9:30-9:40 2. Consideration and adoption of a Notice of Intent to Discussion, possible 
Increase Wastewater Fees and Service Charges and action by MOTION. 
setting a public hearing on the proposed increases. 

9:40-10:00 WORK. SESSION 

Work Sessions are open to the public. Discussion of 
agenda items is reserved for the Council and Staff No 
decisions are made nor are actions taken during the 
Work Session. 

Discussion on the Fiscal Year 2013-2014 proposed Discussion. 
department budgets for the Town of Quartzsite. 

10:00 ADJOURN MOTION to adjourn . 

Certification of Posting 
The undersigned hereby certifies th at a copy of the attached notice was duly posted at the following locations: 
Quartzsit e Town Hall, 465 N. Plymouth Ave, Quartzsite, AZ, U.S. Post Office, 80 W. Main Street , Quartzsite, AZ and The 
Senior Center, 40 Moon Mountain Ave, Quartzsite, AZ, on the _ _ day of 2013, at 
_ _ a.m./p.m. in accordance with the statemen t filed by the Town of Quartzsite with t he Town Clerk, Town of 

Quartzsite. 
By: _ _ _ _ ______ -.J Town Clerk's Office. 
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TOWN OF QUARTZSITE 

REGULAR COUNCIL MEETING 
Friday, June 7, 2013 

Agenda Item #1 

Summary: 

Consider adoption of a resolution approving the form and 

authorizing the execution and delivery of a loan agreement with the 

Water Infrastructure Finance Authority of Arizona; delegating the 

determination of certain matters relating thereto to the Town 

Manager and declaring an emergency. 

Since 2009, The Town of Quartzsite has been working on a Wastewater 
Treatment expansion project. By mid-2012, the projected was modified 
to address two critical needs: 

1. Wastewater Treatment Plant Renovations, to increase the existing 
treatment capacity and equipping the SBR basins with more efficient 
aeration and mixing equipment. 

2. Waterline and Manhole Protection, to provide continuous potable 
water source to the plant; and to provide armoring for the manholes 
to insure that in a large storm event the integrity of the manholes and 
the Plant itself is not damaged. 

Funding for these projects comes from both Federal USDA-RD sources and 
from state Water Infrastructure Finance Authority of Arizona sources as 
follows: 

Project Costs 
Manhole Protection 
12" water line 
Waterline non construction 
Contingency 
Orig Design Fees 
Value Eng WWTP 
WWTP 
WWTP contingency 
WWTP non construction 

TOTAL 

Project Funds 
USDA-RD Loan 
USDA-RD Grant 
WIFA Loan 

TOTAL 

USDA-RD Funds 

$ 210,241 
3,335,914 

333,591 
586,838 

$4,499,584 

$ 1,507,000 
2,959,584 
1,653,112 

$ 6,119,696 

WIFA Funds 
$ 164,975 

586,970 
224,890 
75,195 

427,110 

$ 1,653,112 



The attached resolution authorizes the execution of a loan agreement 
with the Water Infrastructure Finance Authority of Arizona, at an interest 
rate of 3.75%. Because this loan must close on or before June 14, 2013, 
the resolution includes a statement of urgent need which will allow the 
loan authorization to become effective immediately. 

Responsible Person: Laura Bruno, Town Manager 

Attachment: 1. Resolution 13-02 

Action Requested: 

2. Water Infrastructure Finance Authority of Arizona Loan Agreement 

Adopt Resolution 13-02, approving the form and authorizing the 
execution and delivery of a loan agreement with the Water 
Infrastructure Finance Authority of Arizona from its Clean Water 
Revolving Fund program and, if necessary, guaranty or similar 
agreements to provide insurance policies or surety bonds 
necessary in connection therewith; delegating the determination 
of certain matters relating thereto to the Town Manager of the 
Town; providing for the transfer of certain moneys and making 
certain covenants and agreements with respect thereto; 
authorizing the taking of all other actions necessary to the 
consummation of the transactions contemplated by such loan 
agreement and this Resolution and declaring an emergency. 



RESOLUTION NO . 13-02 

A RESOLUTION OF THE MAYOR AND COMMON COUNCIL OF 
THE TOWN OF QUARTZSITE , ARIZONA, APPROVING THE 
FORM AND AUTHORIZING THE EXECUTION AND DELIVERY 
OF A LOAN AGREEMENT WITH THE WATER INFRASTRUCTURE 
FINANCE AUTHORITY OF ARIZONA FROM ITS CLEAN WATER 
REVOLVING FUND PROGRAM AND , IF NECESSARY, GUAR
ANTY OR SIMILAR AGREEMENTS TO PROVIDE INSURANCE 
POLICIES OR SURETY BONDS NECESSARY IN CONNECTION 
THEREWITH ; DELEGATING THE DETERMINATION OF CER
TAIN MATTERS RELATING THERETO TO THE TOWN MANAGER 
OF THE TOWN; PROVIDING FOR THE TRANSFER OF 
CERTAIN MONEYS AND MAKING CERTAIN COVENANTS AND 
AGREEMENTS WITH RESPECT THERETO ; AUTHORIZING THE 
TAKING OF ALL OTHER ACTIONS NECESSARY TO THE 
CONSUMMATION OF THE TRANSACTIONS CONTEMPLATED BY 
SUCH LOAN AGREEMENT AND THIS RESOLUTION AND 
DECLARING AN EMERGENCY 

WHEREAS, the Mayor and Common Council of the Town of 
Quart zsite , Arizona (the "Town" ) , has heretofore applied to the Water 
Infrastructure Finance of Ari zona (the "Authority" ) , f or a loan (the 
" Loan " ) from t he Authority's Clean Water Revolving Fund Program (the 
" Program" ) to provide funds ( 1) to refinance a prior loan from the 
Aut hority to i ncrease the existing treatment capacity of the 
wastewater treatment plant by 0 . 45 million gallons per day , upgrade 
the i nfl uent lift station , headworks , pump stati ons , lining, aerobic 
d i gester a nd re l ated a ppurtena nces and reduce manhole infiltration/ 
inflow and (2) to finance the costs of armoring for certain manholes 
within the Tyson Wash floodway and a 12-inch water l i ne extension to 
the sewer plant (collect ively , the "Project " ); and 

WHEREAS , the terms and conditions under which t he Loan will 
be made and the obligations of the Town with respect to the Loan will 
be set forth in a loan agreement to be executed and delivered by t h e 
Town and the Authority (the "Loan Agreement '' ); and 

WHEREAS , the Loan and t he loan r epayments payable by the 
Town pursuant to the Loan Agreement (the " Loan Repayments " ) wil l be 
secured by a pledge of certain revenues to be rece ived by the Town 
from the ownership , use or operation of the properties and faci l ities 
of the complete sewer p l ant and system of the Town (the "Source o f 
Payment " ); and 

WHEREAS , the Mayor and Common Counc i l of 
determined that it will be beneficial to the citizens 
enter into and to per form the Loan Agreement, whereby 
borrow not to exceed $1,653 , 112 from the Aut hority; and 

the Town have 
of the Town to 

the Town will 

WHEREAS, the Loan shall be repaid before or on twenty (20) 
years from the date of the executi on and deliver y of the Loan 



Agreement and the Loan shall bear interest at a rate not to exceed 
three and three-quarters percent (3.75%} per annum; and 

WHEREAS, the proposed form of the Loan Agreement has been 
placed on file with the Clerk of the Town and presented at the meeting 
at which this Resolution was adopted; 

NOW THEREFORE, BE IT RESOLVED BY THE MAYOR AND COMMON 
COUNCIL OF THE TOWN OF QUARTZSITE, ARIZONA, THAT: 

Section 1. The form, te rms and provisions of the Loan 
Agreement, in the form of such document (including the exhibits 
thereto) presented at the meet i ng at which this Resolution was adopted 
are hereby approved, with such insertions , omissions and changes, not 
inconsisten t with the Town's application to the Authority or the 
requirements of the federal government or the Authority or which would 
result in terms more adverse to the Town, as shall be approved by the 
Town Manager of the Town, the execution of such document bei ng 
conclusive evidence of such approval, and the Mayor or, in the absence 
thereof, the Vice Mayor of the Town and the Clerk of the Town are 
hereby authorized and directed, for and on behalf of the Town, to 
execute and attest and deliver, respectively, the Loan Agreement. 

Section 2. For the payment of the principal of and inter
est on the Loan, the Town shall pay the Loan Repayments provided for 
in the Loan Agreement. (The Town shall also pay all other amounts 
required to be paid by the Town pursuant to the provisions of the Loan 
Agreement . } 

Section 3. The obligation of the Town to pay the Loan 
Repayments provided for in the Loan Agreement (as well as to make the 
other payments p r ovi ded fo r in the Loan Agreement} is limited to 
payment from the Source of Repayment , and the obligations of the Town 
under the Loan Agreement shall not constitute nor give rise to a 
general obligation of the Town or any claim against its ad valorem 
property taxing powers or constitute an indebtedness within the 
meaning of any statutory or const i t utional debt limitation applicable 
to the Town. 

Section 4. The appropriate officials and officers of the 
Town are hereby authorized and directed to take all a ction necessary 
or reasonably required to carry out, give effect to and to consummate 
the transactions contemplated by the Loan Agreement and by this 
Resolution, including, without limitation, the execution and delivery 
of any closing and other documents reasonably required to be delivered 
in connect i on therewith . 

Section 5. If any section, paragraph, subdivision, sen
tence, clause or phrase of this Resolution is for any reason held to 
be illegal or unenforceable , such decision will not affect the 
validity of the remaining portions of this Resolution. The Mayor and 
Common Council of the Town hereby declare that it would have adopted 
thi s Resolution and each and every other section , paragraph, subdivi
sion , sentence , clause or phrase hereof and authorized the execution 
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and delivery of the Loan Agreement pursuant hereto irrespective of the 
fact tha t any one or more sections, paragraphs, subdivis ions , 
sentences, clauses or phrases of this Resolution may be held illegal, 
invalid or unenforceable. All resolutions or parts thereof, inconsis
tent herewith, are hereby waived to the extent only of such inconsis
tency. This waiver shall not be construed as reviving any r esolution 
or any part thereof. 

Section 6. All actions of the officers and agents of the 
Town including the Mayor and Common Council of the Town which conform 
to the purposes and intent of this Resolution and which further the 
execution and de l ive ry of the Loan Agreement as contemplated by this 
Resolution, whether heretofore or hereafter taken, are hereby rati
fied, confirmed and approved . The proper officers and agents of the 
Town are hereby authorized and directed to do all such acts and things 
and to execute and deliver all such documents on behalf of the Town as 
may be necessary to carry out the terms and intent of this Resolution. 

Section 7. All acts and conditions necessary to be 
performed by the Town or to have been met precedent to and in the 
execution and del ivery of the Loan Agreement in order to make it a 
legal, val i d and binding obligation of the Town will at the time of 
delivery of the Loan Agreement have been performed and have been met , 
in regular and due form as required by law , and no statutory, charter 
or constitutional limitation of indebtedness or taxation will have 
been exceeded in the execution and delivery of the Loan Agreement. 

Section 8. All formal actions of the Mayor and Common 
Council of t he Town concerning and relating to the passage of this 
Resolution were taken in an open meeting of the Mayor and Common 
Council of the Town, and al l deliberations of t he Mayor and Common 
Council of the Town and of any committees that resulted in those 
formal actions were in meetings open to the public, in compliance with 
al l legal requirements. 

Section 9. The immediate operation of the provisions of 
this Resolution is necessary for the prese rvation of the public health 
and welfare and for the further reason that the execution and delivery 
at the earliest possible date of the Loan Agreement is urgently needed 
to attempt to secure the lowest possible interest cost to the Town; 
therefore, an emergency is hereby declared to exist and this Resolu
tion is enacted as an emergency measure and shall be in full force and 
effect from and after the passage and adoption by t he Mayor and Common 
Council of the Town , as required by law, and this Resolution is hereby 
exempt from the referendum provisions of the Constitution and laws of 
the State of Arizona. 

Section 10. After the execution and delivery o f the Loan 
Agreement and upon receipt of the Loan from the Authority, this Reso
lution shall be and remain irrepealable unti l the Loan and the Loan 
Agreement and the interest thereon shall have been fully paid, 
cancelled and discharged. 
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PASSED AND ADOPTED on June 7 , 2013. 

Mayor , Town of Quartzsite , Arizona 

ATTEST: 

Clerk, Town of Quartzsite, 
Arizona 

APPROVED AS TO FORM: 

Town Attorney, Town of Quartzs i te , 
Arizona 
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CERTIFICATION 

I hereby certify that the foregoing Resolution No. 13-- - -
was duly passed and adopted by the Mayor and Common Council of the 
Town of Quartzsite , Arizona , at a meeting held on the 7th day of June, 
201 3 , and the vote was . . . . . ayes and . . . . . nays and tha t the Mayor 
and . .. .. Councilmembers were present thereat. 

Clerk, Town of Quartzsite, Arizona 
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WIFA 
VVater Infrastructure 
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Loan Resolution 2012-027- Town of Quartzsite 
Water Infrastructure Finance Authority of Arizona 

Scl'tion I: Resolution 

WHEREAS, the Water Infrastructure Finance Authority of Arizona (the "Authority") has 
received from the Town of Quartzsite (the "Local Borrower) a request for a loan (the "Loan"): 
and 

WHEREAS, the Authority has determined that the Local Borrower has met the requirements of 
Arizo.na Revised Statutes §49-1201 et seq. (the "Act") and the rules promulgated thereunder (the 
"Rules"); and 

WHEREAS, the terms and conditions under which a Loan will be made and the obligations of 
the Local Borrower will be set forth in a loan agreement or bond purchase agreement (the "Loan 
Agreement") to be executed by the Local Borrower and the Authority. 

NOW, THEREFORE BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE 
AUTHORITY AS FOLLOWS: 

The Executive Director of the Authority is hereby authorized and directed to execute a Loan 
Agreement with the Local Borrower to evidence a Loan in accordance with the Act, the Rules, 
the Local Borrower's applications to the Authority, and the Project Summary detailed in Section 
2 ofthis Loan Resolution. 

The Executive Director and other Authority officials, as appropriate, are authorized and directed 
to sign any document and take such actions as necessary and appropriate to consummate the 
transactions contemplated by this Resolution and the Loan Agreement and to ensure that the 
Local Borrower has completed all requirements of the Authority as detailed in Section 3, Section 
4, and Section 5 ofthis Loan Resolution. 

This Resolution shall take effect immediately and shall terminate one year from the date of 
Board Action. 

Dated: June 20,2012 

Attest:.____.;;;S~_....:.=_;l S=--..:.....wfic~ 
Executive Director 
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Loan Resolution 2012-027- Town of Quartzsite 
Water Infrastructure Finance Authority of Arizona 

Section 2: Project Summary 

2.1 Project Number(s) 

CW 013-2012 

2.2 Project Priority Data 

PLRank 
I 

Funding Cycle 
cw 2012 

2.3 Project Description(s) 

Population Served 
3500 

Subsidy Rate 
75% 

The Town will increase the existing treatment capacity of 0.45 MGD to 0.9 MGD by div iding 
the existing SBR basin into two smaller SBR basins and equipping the basins with more efficient 
aeration and mixing equipment. At the design flow of 0.9 MGD, both basins will operate to 
provide a hydraulic retention time of 24 hours, which is in the range of typical SBR design. 
During low flow conditions, only one SBR basin would operate. In addition to the reduction in 
volume and higher effluent quality, fine bubble aeration and turbine blowers would be utilized in 
lieu of surface aerators to reduce power consumption. 

Process upgrades would also be performed on the Influent lift station, Headworks, FEB pump 
station, Sludge pump station, Effluent reuse pump station, Sludge drying beds, HOPE Lining for 
the SBR, Aerobic Digester, FEB, and Manhole Infiltration/Inflow. 

2.4 Previous Board or Committee Actions 

June 16, 2010 - Board adopted Loan Resolution 2010-039 for $1,000,000 (Loan #710146-
11) to the Town of Quartzsite for planning and design of the expansion of the wastewater 
system. 

July 3, 2005 - TA CW Grant No. 860006-06- Awarded $25,000 for WWTP Expansion 
Design Report 

July 5, 2003 - TA CW Grant No. 860013-04 - Awarded $15,000 for Wastewater Reuse 
Study 

July 13, 1999 - Board adopted Loan Resolution No. 99-022 for $2,200,000 (Loan No. 
920028-00) to the Town of Quartzsite for Water Service Consolidation. 
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Loan Resolution 2012-027- Town of Quartzsite 
Water lnfrastrllcture Finance Authority of Arizona 

2.5 Project Finance Committee Recommendations 

Not reviewed by Project Finance Committee 

Section 3: Financial Assistance Terms & Conditions 1S..:.::twn 7 1 (''D''''Di!t:;.: n..:c· 1 

Financial Assistance Amount: $1,653,112 

Primary Repayment Source: Waste Water System Revenues 

Secondary Repayment Source: None 

Loan Term: 20 years 

Frequency of Repayment: Semi-Annual 

Loan Structure: Standard Governmental Loan 

Debt Service Reserve Fund Requirements: Local- Not Separate 

Repair and Replacement Fund Requirements: Local - Not Separate 

Requirements Prior to Loan Execution: 

Require Legal Opinion: Yes 

Other: None 

Requirements Prior to Construction: None 

Requirement During Construction: None 

Requirements Prior to Final Disbursements: None 

Loan Category: Qualified, Pledged 

Policy Exceptions: None 
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Loan Resolution 2012-027- Town of Quartzsite 
Water Infrastructure Finance Authority of Arizona 

Section 4: Technical Terms'-~ Conditions iS<.:L'llPI\1, o l Uu: i)Jil!!t.:llLL') 

Observation Schedule: 

Observation 1: Upon borrower notification of construction commencement 

Final Observation: 80% construction budget dispersal 

Withholding Percentage: 10% (released after deliverables received) 

Requirements Prior to Loan Execution: 30-day public comment period after WIF A's 
issuance ofFONSI. 

Requirements Prior to Construction: 

Prior Review and Approval of Construction Bids: Yes 

Require Construction Signs: Yes 

The Local Borrower shall erect a construction sign displaying information on the Project 
and the funding sources. The Authority shall provide specifications for such construction 
signs. 

Other: None 

Requirements During Construction: 

Prior Review of Changes in Project Scope: Yes 

The Local Borrower shall submit to the Authority, for review and approval prior to 
execution, any change to the plans and specifications, construction contracts, Eligible 
Project Costs, or any other change which will effect the performance standards or 
purpose of the Project. 

Other: None 

Requirements Prior to Final Disbursements: 

Require Plan of Operation: Yes 

Require Final Approval: Yes 

Other: None 

Policy Exceptions: None 
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Loan Resolution 2012-027- Town of Quartzsite 
Water Infrastructure Finance Authority of Arizona 

Section 5: Additional Notice & l~cpnrting Rcquiremcn1s tS<xtton 7 .~ "l lJu :.: Utl t~:c· n.·c·J 

WIF A to generate Press Release: Yes 

Other: Wage rate reporting requirements 
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Loan Agreement 

Water Infrastructure Finance Authority of Arizona 
(the "Authority") 

and 

Town of Quartzsite 
(the "Local Borrower") 

Evidencing a Loan from the 
Authority to the Local Borrower 

Dated as of June 14, 2013 
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Loan Agreement 

This Loan Agreement (this "Loan Agreement") is made and entered into as of 5/31/2013 by and 
between the Water Infrastructure Finance Authority of Arizona (the ''Authority"), and Town of 
Quartzsite (the "Local Borrower"), a political subdivision of the State of Arizona. 

This Loan Agreement includes the attached Exhibits and the attached Standard Terms and 
Conditions. Any capitalized terms used and not defined herein shall have the meanings ascribed 
to such terms in the Exhibits and the Standard Terms and Conditions. 

The Authority and the Local Borrower agree as follows: 

Article 1 Description of the Loan 

Section 1.1 Name and Address of Local Borrower. 
Town of Quartzsite 
Attention: Laura Bruno, Town Manager 
465 N. Plymouth A venue 
Quartzsite, Arizona 85346 
Telephone: 928-927-4333 
Fax: 928-927-4400 

Section 1.2 Authorized Officer(s) of Local Borrower. 
Town of Quartzsite 
Attention: Ms. Laura Bruno, Town Manager 
465 N. Plymouth Avenue 
Quartzsite, Arizona 85346 
Telephone: 928-927-4333 
Fax: 928-927-4400 

Section 1.3 Notices. All notices, certificates or other communications hereunder shall be 
sufficiently given and shall be deemed given when hand delivered or mailed by registered or 
certified mail, postage prepaid, to the Local Borrower at the address specified in Section 1.1 and 
to the Authority at the following address: 

Executive Director 
Water Infrastructure Finance Authority of Arizona 
1110 West Washington Street, Suite 290 
Phoenix, Arizona 85007 
Telephone: (602) 364-1310 
Fax: (602) 364-1327 

Any of the parties may designate any further or different addresses to which subsequent notices, 
certificates or other communications shall be sent, by notice in writing given to the others. 



Section 1.4 Loan Information. The terms of the Loan include the terms set forth in the 
Exhibits. which are part of this Loan Agreement: 

Exhibit A 

Exhibit B 

Exhibit C 

Exhibit D 

Exhibit E 

Exhibit F 

Exhibit G 

Exhibit H 

Financial Assistance Terms and Conditions; Borrower Payment Instructions; and 
Loan Repayment Schedule 

Technical Assistance Terms and Conditions 

Reporting Requirements 

Source of Repayment 

Debt Service Reserve Requirements 

Replacement Reserve Requirements 

Form of Opinion of Counsel to Borrower 

Tax Compliance Certificate of Local Borrower 

Prior to Loan Closing, the Local Borrower must deliver to the Authority the Opinion of Local 
Borrower Counsel in the form of Exhibit G and the Tax Compliance Certificate of Local 
Borrower in the form of Exhibit H, signed and dated the date of Loan Closing. 

Article 2 Description Of The Project 

Section 2.1 Description of Project. The Project is described in Project Summary attached to the 
Loan Resolution of the Authority, and in Exhibit B of this Loan Agreement. 

Section 2.2 Description of System. The term ''System" means and includes all of the properties 
and facilities of the complete Sewer plant and system of the Local Borrower, whether lying 
within or without the boundaries of the Local Borrower, as now existing and as they may 
hereafter be improved or extended, all improvements, additions and extensions thereto or 
replacements thereof hereafter constructed or acquired by purchase, contract or otherwise and all 
contracts, rights, agreements, leases and franchises of every nature owned by the Local Borrower 
and used or useful or held for use in the operation of said plant and system or any part or portion 
thereof. 

Article 3 Loan to Local Borrower; Amounts Payable 

Section 3.1 The Loan. The Authority shall loan and disburse to the Local Borrower in 
accordance with this Article 3 an amount listed in Exhibit A (the "Loan"), and the Local 
Borrower shall borrow and accept from the Authority, the Loan in the principal amount 
determined pursuant to this Article 3; provided, however, that (i) the Authority shall be under no 
obligation to disburse any amount of the Loan if an Event of Default has occurred and is 
continuing under this Loan Agreement, and (ii) the amount to be disbursed shall be lawfully 
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available for disbursement. The Local Borrower shall use the proceeds of the Loan strictly in 
accordance with the requirements of this Loan Agreement. 

Section 3.2 Disbursements of Loan Proceeds. The Authority may disburse funds by check, by 
electronic means or by means of magnetic tape or other transfer medium. Except as hereinafter 
provided. disbursements shall be made only when (i) the request for disbursements is in 
substantially the form provided by the Authority and is accompanied by the necessary 
certifications and documentation and (ii) an Authorized Officer of the Authority has determined 
that such disbursement is proper. An Authorized Officer of the Authority shall approve 
disbursements directly to the persons or entities entitled to payment or to the Local Borrower in 
the case of reimbursement for costs of services already paid, and shall provide the Local 
Borrower with a copy of the approval and the date approved. Disbursements may be made only 
for Eligible Project Costs. 

Section 3.3 Amounts Payable. The Local Borrower shall pay to the Authority the amounts 
shown in Exhibit A on or before the dates shown in Exhibit A. as the same may be adjusted as 
provided in the Standard Terms and Conditions. to reflect any revisions to the principal 
repayment schedule of the Loan. Such payments shall be made by electronic funds transfer or by 
direct debit to the Authority, in each case in accordance with payment instructions in Exhibit A. 

Section 3.4 Tax Covenants. 

(a) General. The Local Borrower acknowledges that, in connection with its state revolving fund 
programs, the Authority issues its bonds ("Authority Bonds") from time to time to finance loans and 
the Authority also pledges certain loans to secure and to serve as the source of payment for the 
Authority Bonds. As a result, and under the provisions of federal tax law applicable to the Authority 
Bonds, it is in the Authority's interest for the Loan to qualify and be an obligation that bears interest 
that is excludable from gross income for federal income tax purposes and is not an item of tax 
preference for purposes of the alternative minimum tax imposed on individuals and corporations 
under the Internal Revenue Code. Therefore, the Local Borrower represents and covenants as 
follows with respect to the Loan and the Authority Bonds. The Local Borrower covenants that it 
will not take any action, or fail to take any action, if any such action or failure to take such action 
would adversely affect the exclusion from gross income of the interest on the Loan or the Authority 
Bonds under Section 1 03(a) of the Internal Revenue Code or cause the interest on the Loan or the 
Authority Bonds to become an item of tax preference for purposes of the alternative minimum tax 
imposed on individuals and corporations under the Internal Revenue Code, and in the event of such 
action or omission, it will, promptly upon having such brought to its attention, take such reasonable 
actions based upon a bond counsel opinion as may rescind or otherwise negate such action or 
omission. The Local Borrower will not directly or indirectly use or permit the use of any proceeds 
of the Loan or any other funds of the Local Borrower or take or omit to take any action that would 
cause the Loan or the Authority Bonds to be or become "arbitrage bonds" within the meaning of 
Section 148(a) of the Internal Revenue Code or to fail to meet any other applicable requirement of 
Sections 103, 141 , 148, 149 and 150 of the Internal Revenue Code or cause the interest on the Loan 
or the Authority Bonds to become an item of tax preference for purposes of the alternative 
minimum tax imposed on individuals and corporations under the Internal Revenue Code. To that 
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end. the Local Borrower will comply with all applicable requirements of Sections 103, 141 , 148, 
149 and 150 of the Code to the extent applicable to the Loan. 

(b) Modification Based on Bond Counsel Opinion. Notwithstanding any provisiOn of this 
Section. if the Local Borrower provides to the Authority a bond counsel opinion to the effect that 
any action required under this Section is no longer required, or to the effect that some further action 
is required, to maintain the exclusion from gross income of interest on the Loan or the Authority 
Bonds pursuant to Section 1 03( a) of the Internal Revenue Code. the provisions of this Section and 
the covenants in this Section shall be deemed to be modified to that extent. 

(c) Bond Counsel Opinion. For purposes of this Section. "bond counsel opinion" means an 
opinion letter of a firm of attorneys of national reputation experienced in the field of municipal 
bonds whose opinions are generally accepted by purchasers of municipal bonds, and who is 
acceptable to the Authority. 

IN WITNESS WHEREOF. the Authority and the Local Borrower have caused this Loan 
Agreement to be executed and delivered as of the date of execution hereof. 

Water Infrastructure Finance Authority of Arizona 

By: - --- - - ------ - - --
Sandra Sutton, Executive Director 

Town of Quartzsite 

By: ____ _ _____ ______ _ 

Ms. Laura Bruno. Town Manager 

Attest: 

By: ---- - - - ---------
Clerk 
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LOAN AGREEMENT ADDENDUM 

Wage Rate Requirements for Compliance with P.L. 111-88 

Water Infrastructure Finance Authority of Arizona 

This document (this "Wage Rate Addendum") sets forth additional requirements 
applicable to state revolving fund Loans made by the Water Infrastructure Finance Authority 
of Arizona ("WIF A") that are subject to the requirements of federal Public Law 111-88, 
"Making appropriations for the Department of the Interior, environment, and related agencies 
for the fiscal year ending September 30. 2010. and for other purposes," enacted October 30, 
2009 ("P.L. 111- 88"). The provisions in this Wage Rate Addendum are a part of the Loan 
Agreement. Capitalized terms not otherwise defined herein shall have the meanings given 
them in the Loan Agreement. 

The parties acknowledge and agree that funds disbursed by WIF A to the Local 
Borrower will include funds made available to WIF A by the federal government under P .L. 
111-88, and that the requirements of P.L. 111-88 include those set forth in this Wage Rate 
Addendum. The Local Borrower agrees to comply with all of those requirements and agrees 
that failure to do so is a breach of the provisions of the Loan Agreement which may result in 
a default under the Loan Agreement, termination of WIF A' s obligation to make 
disbursements on the Loan and the Local Borrower being required to repay all amounts that 
have been disbursed by WIF A on the Loan, together with interest and fees as provided in the 
Loan Agreement. 

Additional Requirement for Subrecipients that are not Governmental Entities: 

Obtaining Wage Determinations - Under this Wage Rate Addendum, the 
non-governmental borrower must submit its proposed Davis Bacon wage determinations to 
WIF A for approval prior to including the wage determination in any solicitation, contract task 
orders, work assignments, or similar instruments to existing contractors. THIS PARAGRAPH 
DOES NOT APPLY TO GOVERNMENTAL ENTITIES. 

Section 1. Wage Rate Requirements 

The following language must be included in all Davis Bacon covered construction contracts 
and subcontracts. (29 CFR Part 5.5) 

(a) The Local Borrower shall insert in full in any contract in excess of $2,000 which is 
entered into for the actual construction, alteration and/or repair, including painting and 
decorating, of a treatment work under the CWSRF or a construction project under the 
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DWSRF. or building or work financed in whole or in part from Federal funds or in 
accordance with guarantees of a Federal agency or financed from funds obtained by pledge 
of any contract of a Federal agency to make a loan, grant or annual contribution (except 
where a different meaning is expressly indicated). and which is subject to the labor standards 
provisions of any of the acts listed in Sec. 5.1. or the FFY 2010 appropriation, the following 
clauses: 

(1) Minimum wages. (i) All laborers and mechanics employed or working upon the site of 
the work will be paid unconditionally and not less often than once a week, and without 
subsequent deduction or rebate on any account (except such payroll deductions as are 
permitted by regulations issued by the Secretary of Labor under the Copeland Act (29 CFR 
part 3) ). the full amount of wages and bona fide fringe benefits (or cash equivalents thereof) 
due at time of payment computed at rates not Jess than those contained in the wage 
determination of the Secretary of Labor which is attached hereto and made a part hereof, 
regardless of any contractual relationship which may be alleged to exist between the 
contractor and such laborers and mechanics. Contributions made or costs reasonably 
anticipated for bona fide fringe benefits under section l(b)(2) of the Davis-Bacon Act on 
behalf of laborers or mechanics are considered wages paid to such laborers or mechanics, 
subject to the provisions of paragraph (a)(l)(iv) of this section; also, regular contributions 
made or costs incurred for more than a weekly period (but not less often than quarterly) 
under plans, funds, or programs which cover the particular weekly period, are deemed to be 
constructively made or incurred during such weekly period. Such laborers and mechanics 
shall be paid the appropriate wage rate and fringe benefits on the wage determination for the 
classification of work actually performed, without regard to skill, except as provided in Sec. 
5.5(a)(4). Laborers or mechanics performing work in more than one classification may be 
compensated at the rate specified for each classification for the time actually worked therein: 
Provided, that the employer's payroll records accurately set forth the time spent in each 
classification in which work is performed. The wage determination (including any additional 
classification and wage rates conformed under paragraph (a)(l )(ii) of this section) and the 
Davis-Bacon poster (WH-1321) shall be posted at all times by the contractor and its 
subcontractors at the site of the work in a prominent and accessible place where it can be 
easily seen by the workers. Local Borrowers may obtain wage determinations from the U. S. 
Department ofLabor's web site. WW\\'.wdol.gov. 

(ii)(A) The Local Borrower, on behalf of EPA, shall require that any class of laborers or 
mechanics, including helpers, which is not listed in the wage determination and which is to 
be employed under the contract shall be classified in conformance with the wage 
determination. The WIF A award official shall approve an additional classification and wage 
rate and fringe benefits therefore only when the following criteria have been met: 

( 1) The work to be performed by the classification requested is not performed by a 
classification in the wage determination; and 
(2) The classification is utilized in the area by the construction industry; and 
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(3) The proposed wage rate. including any bona fide fringe benefits, bears a reasonable 
relationship to the wage rates contained in the wage determination. 
(B) If the contractor and the laborers and mechanics to be employed in the classification (if 
known). or their representatives. and the Local Borrower agree on the classification and 
wage rate (including the amount designated for fringe benefits where appropriate), a report of 
the action taken shall be sent by the Local Borrower to the WIF A award official. The WIF A 
award official will transmit the report. to the Administrator of the Wage and Hour Division, 
Employment Standards Administration, U.S. Department of Labor, Washington, DC 20210 
and to the EPA Davis Bacon Regional Coordinator concurrently. The Administrator, or an 
authorized representative, will approve, modify. or disapprove every additional classification 
action within 30 days of receipt and so advise the WIF A award official or will notify the 
WIF A award official within the 30-day period that additional time is necessary. 
(C) In the event the contractor, the laborers or mechanics to be employed in the classification 
or their representatives, and the Local Borrower do not agree on the proposed classification 
and wage rate (including the amount designated for fringe benefits, where appropriate), the 
award official shall refer the questions, including the views of all interested parties and the 
recommendation of the WIF A award official. to the Administrator for determination. The 
Administrator, or an authorized representative. will issue a determination within 30 days of 
receipt and so advise the contracting officer or will notify the contracting officer within the 
30-day period that additional time is necessary. 
(D) The wage rate (including fringe benefits where appropriate) determined pursuant to 
paragraphs (a)(l)(ii) (B) or (C) of this section, shall be paid to all workers performing work 
in the classification under this contract from the first day on which work is performed in the 
classification. 
(iii) Whenever the minimum wage rate prescribed in the contract for a class of laborers or 
mechanics includes a fringe benefit which is not expressed as an hourly rate, the contractor 
shall either pay the benefit as stated in the wage determination or shall pay another bona fide 
fringe benefit or an hourly cash equivalent thereof. 
(iv) If the contractor does not make payments to a trustee or other third person, the contractor 
may consider as part of the wages of any laborer or mechanic the amount of any costs 
reasonably anticipated in providing bona fide fringe benefits under a plan or program, 
Provided, That the Secretary of Labor has found, upon the written request of the contractor. 
that the applicable standards ofthe Davis-Bacon Act have been met. The Secretary of Labor 
may require the contractor to set aside in a separate account assets for the meeting of 
obligations under the plan or program. 

(2) Withholding. The Local Borrower shall upon its own action or upon written request of 
WIF A, EPA award official or an authorized representative of the Department of Labor 
withhold or cause to be withheld from the contractor under this contract or any other Federal 
contract with the same prime contractor, or any other federally-assisted contract subject to 
Davis-Bacon prevailing wage requirements, which is held by the same prime contractor, so 
much of the accrued payments or advances as may be considered necessary to pay laborers 
and mechanics, including apprentices, trainees, and helpers, employed by the contractor or 
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any subcontractor the full amount of wages required by the contract. In the event of failure to 
pay any laborer or mechanic. including any apprentice, trainee, or helper, employed or 
working on the site of the work. all or part of the wages required by the contract, the (Agency) 
may. after written notice to the contractor, sponsor, applicant. or owner, take such action as 
may be necessary to cause the suspension of any further payment, advance, or guarantee of 
funds until such violations have ceased. 

(3) Payrolls and basic records. (i) Payrolls and basic records relating thereto shall be 
maintained by the contractor during the course of the work and preserved for a period of 
three years thereafter for all laborers and mechanics working at the site of the work. Such 
records shall contain the name, address. and social security number of each such worker, his 
or her correct classification, hourly rates of wages paid (including rates of contributions or 
costs anticipated for bona fide fringe benefits or cash equivalents thereof of the types 
described in section 1 (b )(2)(B) of the Davis-Bacon Act), daily and weekly number of hours 
worked, deductions made and actual wages paid. Whenever the Secretary of Labor has found 
under 29 CFR 5.5(a)(l)(iv) that the wages of any laborer or mechanic include the amount of 
any costs reasonably anticipated in providing benefits under a plan or program described in 
section l(b)(2)(B) of the Davis-Bacon Act, the contractor shall maintain records which show 
that the commitment to provide such benefits is enforceable, that the plan or program is 
financially responsible, and that the plan or program has been communicated in writing to 
the laborers or mechanics affected, and records which show the costs anticipated or the 
actual cost incurred in providing such benefits. Contractors employing apprentices or 
trainees under approved programs shall maintain written evidence of the registration of 
apprenticeship programs and certification of trainee programs, the registration of the 
apprentices and trainees, and the ratios and wage rates prescribed in the applicable programs. 
(ii)(A) The contractor shall submit weekly for each week in which any contract work is 
performed a copy of all payrolls to the Local Borrower. Such documentation shall be 
available on request of WIF A or EPA. As to each payroll c.opy received, the subrecipient 
shall provide written confirmation in a form satisfactory to the State indicating whether or 
not the project is in compliance with the requirements of 29 CFR 5.5 (a)(l) based on the 
most recent payroll copies for the specified week. The payrolls shall set out accurately and 
completely all of the information required to be maintained under 29 CFR 5.5(a)(3)(i), 
except that full social security numbers and home addresses shall not be included on 
weekly transmittals. Instead the payrolls shall only need to include an individually 
identifying number for each employee (e.g., the last four digits of the employee's social 
security number). The required weekly payroll information may be submitted in any form 
desired. Optional Form WH-347 is available for this purpose from the Wage and Hour 
Division Web site at http://www.dol.gov/esa/whdlforms/wh347instr.htm or its successor site. 
The prime contractor is responsible for the submission of copies of payrolls by all 
subcontractors. Contractors and subcontractors shall maintain the full social security number 
and current address of each covered worker, and shall provide them upon request to the 
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Local Borrower for transmission to WIF A or EPA. if requested by EPA, WIF A, the 
contractor. or the Wage and Hour Division of the Department of Labor for purposes of an 
investigation or audit of compliance with prevailing wage requirements. It is not a violation 
of this section for a prime contractor to require a subcontractor to provide addresses and 
social security numbers to the prime contractor for its own records, without weekly 
submission to the Local Borrower. 
(B) Each payroll submitted shall be accompanied by a "Statement of Compliance," signed by 
the contractor or subcontractor or his or her agent who pays or supervises the payment of the 
persons employed under the contract and shall certifY the following: 
( 1) That the payroll for the payroll period contains the information required to be provided 
under Sec. 5.5 (a)(3)(ii) of Regulations. 29 CFR part 5, the appropriate information is being 
maintained under Sec. 5.5 (a)(3)(i) of Regulations, 29 CFR part 5, and that such information 
is correct and complete: 
(2) That each laborer or mechanic (including each helper, apprentice, and trainee) employed 
on the contract during the payroll period has been paid the full weekly wages earned, without 
rebate, either directly or indirectly. and that no deductions have been made either directly or 
indirectly from the full wages earned. other than permissible deductions as set forth in 
Regulations, 29 CFR part 3; 
(3) That each laborer or mechanic has been paid not less than the applicable wage rates and 

fringe benefits or cash equivalents for the classification of work performed, as specified in 
the applicable wage determination incorporated into the contract. 
(C) The weekly submission of a properly executed certification set forth on the reverse side 
of Optional Form WH-347 shall satisfY the requirement for submission of the "Statement of 
Compliance" required by paragraph (a)(3)(ii)(B) of this section. 
(D) The falsification of any of the above certifications may subject the contractor or 
subcontractor to civil or criminal prosecution under section 1001 of title 18 and section 231 
oftitle 31 ofthe United States Code. 
(iii) The contractor or subcontractor shall make the records required under paragraph (a)(3)(i) 
of this section available for inspection, copying, or transcription by authorized 
representatives of WIF A. EPA or the Department of Labor, and shall permit such 
representatives to interview employees during working hours on the job. If the contractor or 
subcontractor fails to submit the required records or to make them available, the Federal 
agency or WIF A may, after written notice to the contractor, sponsor, applicant, or owner. 
take such action as may be necessary to cause the suspension of any further payment. 
advance, or guarantee of funds. Furthermore, failure to submit the required records upon 
request or to make such records available may be grounds for debarment action pursuant to 
29 CFR 5.12. 

(4) Apprentices and trainees- (i) Apprentices. Apprentices will be permitted to work at less 
than the predetermined rate for the work they performed when they are employed pursuant to 
and individually registered in a bona fide apprenticeship program registered with the U.S. 
Department of Labor, Employment and Training Administration, Office of Apprenticeship 
Training, Employer and Labor Services. or with a State Apprenticeship Agency recognized 
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by the Office. or if a person is employed in his or her first 90 days of probationary 
employment as an apprentice in such an apprenticeship program, who is not individually 
registered in the program, but who has been certified by the Office of Apprenticeship 
Training, Employer and Labor Services or a State Apprenticeship Agency (where appropriate) 
to be eligible for probationary employment as an apprentice. The allowable ratio of 
apprentices to journeymen on the job site in any craft classification shall not be greater than 
the ratio permitted to the contractor as to the entire work force under the registered program. 
Any worker listed on a payroll at an apprentice wage rate. who is not registered or otherwise 
employed as stated above, shall be paid not less than the applicable wage rate on the wage 
determination for the classification of work actually performed. In addition, any apprentice 
performing work on the job site in excess of the ratio permitted under the registered program 
shall be paid not less than the applicable wage rate on the wage determination for the work 
actually performed. Where a contractor is performing construction on a project in a locality 
other than that in which its program is registered, the ratios and wage rates (expressed in 
percentages of the journeyman's hourly rate) specified in the contractor's or subcontractor's 
registered program shall be observed. Every apprentice must be paid at not less than the rate 
specified in the registered program for the apprentice's level of progress, expressed as a 
percentage of the journeymen hourly rate specified in the applicable wage determination. 
Apprentices shall be paid fringe benefits in accordance with the provisions of the 
apprenticeship program. If the apprenticeship program does not specify fringe benefits, 
apprentices must be paid the full amount of fringe benefits listed on the wage determination 
for the applicable classification. If the Administrator determines that a different practice 
prevails for the applicable apprentice classification, fringes shall be paid in accordance with 
that determination. In the event the Office of Apprenticeship Training, Employer and Labor 
Services, or a State Apprenticeship Agency recognized by the Office, withdraws approval of 
an apprenticeship program, the contractor will no longer be permitted to utilize apprentices at 
less than the applicable predetermined rate for the work performed until an acceptable 
program is approved. 
(ii) Trainees. Except as provided in 29 CFR 5.16, trainees will not be permitted to work at 
less than the predetermined rate for the work performed unless they are employed pursuant to 
and individually registered in a program which has received prior approval, evidenced by 
formal certification by the U.S. Department of Labor, Employment and Training 
Administration. The ratio of trainees to journeymen on the job site shall not be greater than 
permitted under the plan approved by the Employment and Training Administration. Every 
trainee must be paid at not less than the rate specified in the approved program for the 
trainee's level of progress, expressed as a percentage of the journeyman hourly rate specified 
in the applicable wage determination. Trainees shall be paid fringe benefits in accordance 
with the provisions of the trainee program. If the trainee program does not mention fringe 
benefits, trainees shall be paid the full amount of fringe benefits listed on the wage 
determination unless the Administrator of the Wage and Hour Division determines that there 
is an apprenticeship program associated with the corresponding journeyman wage rate on the 
wage determination which provides for less than full fringe benefits for apprentices. Any 
employee listed on the payroll at a trainee rate who is not registered and participating in a 
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training plan approved by the Employment and Training Administration shall be paid not 
less than the applicable wage rate on the wage determination for the classification of work 
actually performed. In addition, any trainee performing work on the job site in excess of the 
ratio permitted under the registered program shall be paid not less than the applicable wage 
rate on the wage determination for the work actually performed. In the event the 
Employment and Training Administration withdraws approval of a training program, the 
contractor will no longer be permitted to utilize trainees at less than the applicable 
predetermined rate for the work performed until an acceptable program is approved. 
(iii) Equal employment opportunity. The utilization of apprentices, trainees and journeymen 
under this part shall be in conformity with the equal employment opportunity requirements 
of Executive Order 11246. as amended. and 29 CFR part 30. 

(5) Compliance with Copeland Act requirements. The contractor shall comply with the 
requirements of29 CFR part 3. which are incorporated by reference in this contract. 

(6) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses 
contained in 29 CFR 5.5(a)(l) through (1 0) and such other clauses as the EPA determines 
may by appropriate, and also a clause requiring the subcontractors to include these clauses in 
any lower tier subcontracts. The prime contractor shall be responsible for the compliance by 
any subcontractor or lower tier subcontractor with all the contract clauses in 29 CFR 5.5 . 

{7) Contract termination: debarment. A breach of the contract clauses in 29 CFR 5.5 may 
be grounds for termination of the contract. and for debarment as a contractor and a 
subcontractor as provided in 29 CFR 5.12. 

(8) Compliance with Davis-Bacon and Related Act requirements. All rulings and 
interpretations of the Davis-Bacon and Related Acts contained in 29 CFR parts 1, 3, and 5 
are herein incorporated by reference in this contract. 

(9) Disputes concerning labor standards. Disputes arising out of the labor standards 
provisions of this contract shall not be subject to the general disputes clause of this contract. 
Such disputes shall be resolved in accordance with the procedures of the Department of 
Labor set forth in 29 CFR parts 5, 6, and7. Disputes within the meaning of this clause 
include disputes between the contractor (or any of its subcontractors) and the Local Borrower. 
WIF A, EPA, the U.S. Department of Labor. or the employees or their representatives. 

(1 0) Certification of eligibility. (i) By entering into this contract, the contractor certifies that 
neither it (nor he or she) nor any person or firm who has an interest in the contractor's firm is 
a person or firm ineligible to be awarded Government contracts by virtue of section 3(a) of 
the Davis-Bacon Act or 29 CFR 5.12(a)(l). 
(ii) No part of this contract shall be subcontracted to any person or firm ineligible for award 
of a Government contract by virtue of section 3(a) of the Davis-Bacon Act or 29 CFR 
5.12(a)(l). 
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(iii) The penalty for making false statements is prescribed in the U.S. Criminal Code, 18 
u.s.c. 1001. 

(b) Contract Work Hours and Safety Standards Act. The Local Borrower shall insert the 
following clauses set forth in paragraphs (b )(1 ), (2), (3 ), and ( 4) of this section in full in any 
contract in an amount in excess of $100,000 and subject to the overtime provisions of the 
Contract Work Hours and Safety Standards Act. These clauses shall be inserted in addition to 
the clauses required by Sec. 5.5(a) or 4.6 of part 4 ofthis title. As used in this paragraph, the 
terms laborers and mechanics include watchmen and guards. 
(1) Overtime requirements. No contractor or subcontractor contracting for any part of the 
contract work which may require or involve the employment of laborers or mechanics shall 
require or permit any such laborer or mechanic in any workweek in which he or she is 
employed on such work to work in excess of forty hours in such workweek unless such 
laborer or mechanic receives compensation at a rate not less than one and one-half times the 
basic rate of pay for all hours worked in excess of forty hours in such workweek. 
(2) Violation; liability for unpaid wages; liquidated damages. In the event of any violation of 
the clause set forth in paragraph (b)(l) of this section the contractor and any subcontractor 
responsible therefore shall be liable for the unpaid wages. In addition, such contractor and 
subcontractor shall be liable to the United States (in the case of work done under contract for 
the District of Columbia or a territory, to such District or to such territory), for liquidated 
damages. Such liquidated damages shall be computed with respect to each individual laborer 
or mechanic, including watchmen and guards, employed in violation of the clause set forth in 
paragraph (b)( 1) of this section, in the sum of $1 0 for each calendar day on which such 
individual was required or permitted to work in excess of the standard workweek of forty 
hours without payment of the overtime wages required by the clause set forth in paragraph 
(b)(l) ofthis section. 
(3) Withholding for unpaid wages and liquidated damages. The Local Borrower, upon its 
own action or upon written request of the EPA Award Official or an authorized 
representative of the Department of Labor shall withhold or cause to be withheld, from any 
moneys payable on account of work performed by the contractor or subcontractor under any 
such contract or any other Federal contract with the same prime contractor, or any other 
federally-assisted contract subject to the Contract Work Hours and Safety Standards Act, 
which is held by the same prime contractor, such sums as may be determined to be necessary 
to satisfy any liabilities of such contractor or subcontractor for unpaid wages and liquidated 
damages as provided in the clause set forth in paragraph (b )(2) of this section. 
( 4) Subcontracts. The contractor or subcontractor shall insert in any subcontracts the clauses 
set forth in paragraph (b)( 1) through ( 4) of this section and also a clause requiring the 
subcontractors to include these clauses in any lower tier subcontracts. The prime contractor 
shall be responsible for compliance by any subcontractor or lower tier subcontractor with the 
clauses set forth in paragraphs (b)( I) through ( 4) of this section. 
(c) In addition to the clauses contained in paragraph (b), in any contract subject only to the 
Contract Work Hours and Safety Standards Act and not to any ofthe other statutes cited in 
29 CFR Sec. 5. L the Local Borrower shall insert a clause requiring that the contractor or 
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subcontractor shall maintain payrolls and basic payroll records during the course of the work 
and shall preserve them for a period of three years from the completion of the contract for all 
laborers and mechanics, including guards and watchmen, working on the contract. Such 
records shall contain the name and address of each such employee, social security number, 
correct classifications. hourly rates of wages paid. daily and weekly number of hours worked. 
deductions made, and actual wages paid. Further. the Local Borrower shall insert in any such 
contract a clause providing that the records to be maintained under this paragraph shall be 
made available by the contractor or subcontractor for inspection, copying, or transcription by 
authorized representatives of WIF A, EPA and the Department of Labor. and the contractor or 
subcontractor will permit such representatives to interview employees during working hours 
on the job. 

Section 2. General Provisions. 

(a) Binding Effect. This Wage Rate Addendum shall inure to the benefit of and 
shall be binding upon WIF A and the Local Borrower and their respective successors and 
assigns. 

(b) Severability. In the event any provision of this Wage Rate Addendum shall be 
held illegal, invalid or unenforceable by any court of competent jurisdiction, such holding 
shall not invalidate, render unenforceable or otherwise affect any other provision hereof. 

(c) Amendments, Supplements and Modifications. This Wage Rate Addendum 
may not be amended, supplemented or modified without the prior written consent of WIF A 
and the Local Borrower. 

(d) Execution in Counterparts. This Wage Rate Addendum may be executed in 
several counterparts, each of which shall be an original and all of which shall constitute but 
one and the same instrument. 

(e) Aoolicable Law. This Wage Rate Addendum shall be governed by and 
construed in accordance with the laws of the State of Arizona. 

(f) Captions. The captions or headings in this Wage Rate Addendum are for 
convenience only and shall not in any way define, limit or describe the scope or intent of any 
provisions of this Wage Rate Addendum. 

(g) Further Assurances. The Local Borrower shall, at the request of WIF A, 
authorize, execute, acknowledge and deliver such further resolutions, conveyances, transfers, 
assurances, financing statements and other instruments as may be necessary or desirable for 
better assuring, conveying, granting, assigning and confirming the rights and agreements 
granted or intended to be granted by this Wage Rate Addendum. 
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(h) Arbitration. The parties hereto agree to use arbitration to the extent required 
by Section 12-1518 of the Arizona Revised Statutes. 

(i) Notice Regarding A.R.S. § 38 511. To the extent applicable by provision of 
law. the parties acknowledge that this Wage Rate Addendum is subject to cancellation 
pursuant to A.R.S. § 38-511 , the provisions of which are hereby incorporated herein. 

WIFA and the Local Borrower are signing this Wage Rate Addendum to be effective as part 
of the Loan Agreement. 

Water Infrastructure Finance Authority of Arizona 

By: - ---------------

Sandra Sutton, Executive Director 

Town of Quartzsite 

By: ----------------------------

Ms. Laura Bruno, Town Manager 

[Signature page to Wage Rate Addendum to Loan Agreement] 
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Exhibit A of Loan Agreement 

Scl·tion I : Fin<mcial Assistance Terms and Conditions 

Town of Quartzsite 
28-Ma~-13 

Loan Number .............. .. ... ........................................... ....... .... .......... ... .. 

Closing Date ............. ......... .................... ....... .. .......................... .......... . .. 

First Payment Period ................................ .. ....................................... ... . . 

Financial Assistance Terms and Conditions 
Original Loan Amount as of the Closing Date.... ... ....... .. ....... ... ................. $ 

Loan Amount........ .. . .. . .. . .. . . . . .. . .... . .. .. . . .. .. . .. . .. .. . . .. $ 

Loan Term .......... ........................... ............. ............ ..... ...... .... ... ... . . . 
Combined Interest & Fee Rate 
Total# of Payment Periods within Loan Term .................. ..... ................... .. 

Principal Repayments 
Period Principal Repayments Begin ......... .. .............. . .. . ............. .............. . 
First Principal Repayment Date ..... ... ........................... .. ........................ . 
Final Principal Repayment Date ............................................................ . 

Combined Interest and Fee Payment Dates 
First Combined Interest and Fee Payment Date* .............. ..... ...... ... ...... . ...... . 
Final Combined Interest and Fee Payment Date .......................................... . 

* Actual milia/ Cmnbmed Interest and Fee payment caiClliated onlv on dollar amount drown a!{ain.,tloon as of 11111/a/ payment date 

Debt Service Reserve Fund Requirements 
Total Reserve A1nount .................................................................. ....... $ 

Annual Amount.... ... .... ... .............. ...... ................. . .... .. ......... .... .. ....... $ 

Reserve Funded by (Date) .... . ............................................................ . . . 

Repair and Replacement Fund Requirement 
Begin Funding on (Date) ................. .. ............................... .. . ................ . 
Annual Amount... .... ... ...... .... ............... .... ....... ... ............. .. .... ..... ...... . $ 

Semi~ Annual Deposit........................... .... .... ...... ..... ................ .. .... ..... $ 

Annual Payment 
Years 1 through 5................................ . .. . .. . .. . .. . .. . .. . .. . .. . .. . .. . .. . .. . .. . . . .. . .. . . .. . .. . . $ 

Years 6 through 10 ........ .......... .................... . .. . .. . . . . .. . . .. .. . .. . .. . .. . .. . . . . . .. .. . . .. .. . .. . $ 

Years 11 through 15 ................ .................. . ............... ............................... .. .. $ 

Years 16 through 20..... ...................... ......................... .. .. . ........ ... ................. $ 

WI FA Loan Agreement Exhibit A - Page 1 
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06/ 14113 

01/01/14 

] ,653,112.00 
1.653,112.00 

20 
3.750% 

40 

2 
07/01 / 14 
07/01/33 

01/01 / 14 
07/01 /33 

118,961.41 
23,792.28 

07/01 /18 

01/01/ 19 
23,792.28 
11,896.14 

118,961.41 

I I 8,961.41 
118,961.41 

118,961.4 I 



Semi-Annual 

Payment 
Year Period Dates 

I 01101114 
2 07/01114 

2 3 01 /01 / 15 

2 4 07/01/15 

3 5 01/01116 

3 6 07/01 /16 

4 7 01/01/17 

4 8 07/01 /17 

5 9 01/01118 

5 10 07/01118 

6 11 01 /01/19 

6 12 07/01119 

7 13 01/01120 

7 14 07/01/20 

8 15 OJ /01 /21 

8 16 07/01121 

9 17 01101 /22 

9 18 07/01122 

10 19 01101/23 

10 20 07/01 /23 

I 1 2 1 01 /01/24 

11 22 07/01/24 

12 23 01101/25 

12 24 07/01/25 

13 25 01/01 /26 

13 26 07/01/26 

14 27 01/01127 

14 28 07/01 /27 

15 29 01 /01128 

15 30 07/01128 

16 31 01/01 /29 

16 32 07/01129 

17 33 01/01/30 
17 34 07/01 /30 

18 35 01101131 

18 36 07/0113 I 

19 37 01101132 

19 38 07/01132 

20 39 01 /01/33 

20 40 07/01 /33 

Sl'ction 2: Loan Rl'payml'nt Sclwdule 

To\\ n of Quartt.sitt• 
28-l\1a~-13 

Combined Semi-Annual 
Interest and Combined Interest 

Fee Rate and Fee Payment 

3.750% 33,923.24 

3.750% 30.995.85 
3.750% 29,927.67 
3.750% 29,927.67 
3.750% 28,819.43 
3.750% 28,819.43 
3.750% 27,669.63 
3.750% 27,669.63 
3.750% 26,476.72 

3.750% 26.476.72 
3.750% 25,239.07 
3.7500;o 25,239.07 

3.750% 23,955.00 
3.750% 23.955.00 

3.750% 22,622.79 

3.750% 22,622.79 

3.750% 21,240.62 

3.750% 21,240.62 
3.750% 19,806.62 

3.750% 19,806.62 

3.750% 18,3 18.84 
3.750% 18,3 18.84 

3.750% 16,775.27 

3.750% 16,775.27 

3.750% 15,173.82 

3.750% 15,173.82 

3.750% 13,512.30 

3.750% 13,512.30 

3.750% 11,788.49 

3.750% 11 ,788.49 

3.750% 10,000.03 

3.750% 10,000.03 

3.750% 8,144.50 

3.750% 8,144.50 

3.750% 6,219.40 

3.750% 6,219.40 

3.750% 4,222.10 

3.750% 4,222.10 

3.750% 2,149.90 

3.750% 2,149.90 

729,043.49 

WI FA Loan Agreement Exhibit A - Page 2 

Annual 

Principal 
Repayment 

56,969.71 

59.106.07 

61,322.55 

63.622.15 

66.007.97 

68.483.27 

71 ,051.41 

73,715.83 

76.480.17 

79,348.17 

82,323.73 

85,410.87 

88,613.77 

91 ,936.81 

95,384.43 

98,961.35 

102,672.41 

106,522.61 

110,517.21 

114,661.51 
1,653,112.00 

Total 
Annual 

Payment 

121,888.80 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.41 

118,961.31 

2,382,155.49 



Uses by Budget Item 

Exhibit B 

Technical Terms and Conditions 

Section 1 
Budget 

Planning ............... ..... ........... . ..................... . ..... ............ ... . 

Design & Engineering ....................... . ....... ....... . ..... . ... ......... . 
Legal/Debt Authorization ..... . . . ........ .. .. . ....... ... .... .... ....... ...... . . 
Financial Advisor .. ........... .. ................. . .............. . .............. . 
Land/System Acquisition .................................. . .... .. ............ . 
Equipment/Materials . . ... . ...................... . ..................... . ........ . 
Construction/Installation/Improvement .. .... ............................. ... . 
Inspection & Construction Management. ........... . .... . .... . .......... ... . 
Project Officer .............................. . ................................... . 
Administration .... .... ... .... . ........ . .... . ....................... ... .......... . 
Staff Training ...... .. .................................................... ....... . 
Capitalized Interest. . ..... . ........... . ................. . .. ..... ..... ......... .. . 
Refinance Loan .... . ................................ . ....................... . 

Other .... . . .. ....................................... . . . .......... . . ... .. .. ... .. . . . . 

Total Budget ...... ... ............................................................ . 

Section 2 
Project Description 

Amount Budgeted 

$0.00 

$0.00 
$15,000.00 
$25,000.00 

$0.00 
$0.00 

$613,112.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 

$1,000,000.00 

$0.00 

$1,653,1 12.00 

Currently, 15 manholes are located within the Tyson Wash floodway. A storm in 2010 damaged 
many of the manholes, which caused near catastrophic flooding at the treatment plant. This 
portion of the project will provide armoring for the manholes to insure that in a large storm 
event, the integrity of the manholes is maintained. The manhole protection will be designed to 
the maximum estimated scour depth. The manhole improvements are necessary to ensure that: 

1) flood waters do not enter the sewer system, causing treatment plant flooding and, ultimately, 
illegal discharge at the plant, and 

2) raw sewage does not enter into the stream flow, contaminating the stream at the point of 
mixing and downstream. 
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Additionally, this project includes a 12" water line extension to the plant. The 7,000' extension 
will provide a continuous source of water necessary for plant operations and safety. Minor sewer 
line additions and repairs may also be completed, as necessary. 

Section 3 
Estimated Observation and Disbursement Schedule 

Observation Schedule: 

Observation 1: Upon borrower notification of construction commencement 

Final Observation: 80% construction budget dispersal 

Withholding Percentage: 10% (released after deliverables received) 

Additional Observations - A WIF A representative may perform additional observations based 
on information provided in the projects status reports included in each Local Borrower 
disbursement requisition form. 

Section 4 
Requirements Prior To Construction 

Section 4.1 Construction Bids. The Local Borrower shall submit to the Authority for review 
and approval prior to execution: 

(a) engineering contracts related to the Project. 

(b) bid documents related to the Project, 

(c) construction contracts related to the Project, and 

(d) certification of positive effort for disadvantaged business enterprise participation. 

Section 4.2 User Charges. The Local Borrower has established (or, if the System is not yet in 
operation, the Local Borrower will, at or before the time the System commences operation, 
establish) a system of user charges which, with other funds lawfully available, will at all times be 
sufficient to pay the costs of operation and maintenance of the System, including renewals and 
replacements of the System. The Local Borrower also agrees that such system of user charges 
will be established and maintained in compliance with any applicable requirements of state and 
federal law as long as the Local Borrower owes amounts under this Loan Agreement. The Local 
Borrower at its sole option may pay the costs of operation, maintenance, repair, replacement, 
extensions and additions to the System from any funds lawfully available to it for such purpose. 

Section 4.3 Interest in Project Site. As a condition of the Loan, the Local Borrower will 
demonstrate to the satisfaction of the Authority that the Local Borrower has or will have a fee 
simple or such other estate or interest in the site of the Project, including necessary easements 
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and rights-of-way, as the Authority finds sufficient to assure undisturbed use and possession for 
the purpose of construction and operation of the Project for the estimated life of the Project. 

Section 4.4 Federal Clean Water Act. The Local Borrower covenants that, to the extent 
legally applicable. the Project will meet the requirements of the Federal Clean Water Act in 
effect on the date of Loan Closing and any amendments thereto that may retroactively apply to 
the Loan, and the Local Borrower agrees that the Project will comply with applicable provisions 
of those federal laws and authorities listed in Article 9 of the Standard Terms and Conditions. 

Section 4.5 Federal Safe Drinking Water Act. The Local Borrower covenants that, to the 
extent legally applicable, the Project will meet the requirements of the Federal Safe Drinking 
Water Act in effect on the date of Loan Closing and any amendments thereto that may 
retroactively apply to the Loan. and the Local Borrower agrees that the Project will comply with 
applicable provisions of those federal laws and authorities listed in Article 9 of the Standard 
Terms and Conditions. 

Section 4.6 Signs. The Local Borrower shall erect a construction sign displaying information on 
the Project and the funding sources. The Authority shall provide specifications for such 
construction signs. 

Section 5 
Requirements During Construction 

Section 5.1 Changes in Project Scope. The Local Borrower shall submit to the Authority, for 
review and approval prior to execution, any change to the plans and specifications, construction 
contracts, Eligible Project Costs, or any other change which will effect the performance 
standards or purpose of the Project. 

Section 5.2 Completion of Project and Provision of Moneys Therefor. The Local Borrower 
covenants and agrees (a) to exercise its best efforts in accordance with prudent utility 
construction practice to complete the Project and (b) to the extent permitted by law, to provide 
from its own fiscal resources all moneys, in excess of the total amount of loan proceeds it 
receives hereunder and under any subsequent loan from the Authority, required to complete the 
Project. 

Section 5.3 Inspections; Information. The Local Borrower shall permit the Authority and any 
party designated by the Authority to examine, visit and inspect, at any and all reasonable times, 
the property, if any, constituting the Project, and to inspect and make copies of any accounts, 
books and records, including (without limitation) its records regarding receipts, disbursements, 
contracts, investments and any other matters relating thereto and to its financial standing, and 
shall supply such reports and information as the Authority may reasonably require in connection 
therewith. 

Section 5.4 Adjustments for Ineligible Costs. The Local Borrower shall promptly reimburse 
the Authority for any portion of the Loan which is determined to have been used for costs that 
are not eligible for funding under the Authority Act, the Federal Clean Water Act, as amended, 
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or the Federal Safe Drinking Water Act. as amended, unless such matter is curable in some other 
manner by the Local Borrower to the satisfaction of the Authority. Such reimbursement shall be 
promptly repaid to the Authority upon written request of the Authority. Any such reimbursed 
principal amount will be applied to reduce the outstanding principal amount of the Loan. 

Section 5.5 Archaeological Artifacts. In the event that archaeological artifacts or historical 
resources are discovered during construction excavation of the Project. the Local Borrower shall 
stop or cause to be stopped construction activities and will notify the State Historic Preservation 
Office and the Authority of such discovery. 

Section 6 
Requirements Prior To Final Disbursements 

Section 6.1 Plan of Operation. After construction is 50% complete and prior to the release of 
the withholding, the Local Borrower will submit to the Authority a plan of operation which 
provides a concise, sequential description of an implementation schedule for those activities 
necessary to assure efficient and reliable start-up and continual operation of the Project. 

Section 6.2 Final Approval. Prior to the release of the withholding, the Local Borrower will 
submit to the Authority (a) as-built drawings by a professional engineer that document all 
changes from the original plans and specifications (b) copies of all testing results performed by 
or under the supervision of a professional engineer as required by the specifications, and (c) 
Arizona Department of Environmental Quality (ADEQ) approval of construction or an engineer's 
Certificate of Completion certifying that all construction was completed in accordance with the 
plans and specifications or that any changes made are in conformance with the Arizona Revised 
Statutes, ADEQ and Environmental Protection Agency rules, permits and guidelines and are 
documented in the as-built drawings. Based on a review of the information submitted, the 
Authority reserves the right, prior to the release of the withholding, to request modifications to 
the Project, the system, or the materials submitted pursuant to this section. 
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Exhibit C 

Reporting Requirements 

Section 1. Annual Loan Review. The Authority's Annual Loan Review Form and annual 
financial statements in a format approved by the Authority, including the report of any annual 
audit( s) and all audit reports required by governmental auditing standards and any applicable 
Arizona rules, shall be provided by the Local Borrower to the Authority within one-hundred and 
eighty (180) days after the end of each fiscal year of the Local Borrower. The Local Borrower 
shall complete all audits and submit all reports required by the federal Single Audit Act within 
the time limits under that federal law, currently within the earlier of 30 days after receipt of the 
auditor· s reports or nine months after the end of the audit period, unless a longer period is agreed 
to in advance by the federal agency that provided the funding or a different period is specified in 
a program-specific audit guide. 

Section 2. Records and Accounts. The Local Borrower shall keep accurate records and 
accounts for the System, including the Project (the "System Records"), separate and distinct from 
its other records and accounts (the "General Records"). To the extent required by law, such 
System Records shall be maintained in accordance with generally accepted government or other 
applicable accounting standards and shall be audited annually, if required by law, by an 
independent accountant, which audit may be part of the annual audit of the General Records of 
the Local Borrower. Such System Records and General Records shall be made available for 
inspection by the Authority at any reasonable time. 

Section 3. Notice of Change In Key Personnel. Promptly after becoming aware thereof, the 
Local Borrower shall provide notice in writing to the Authority of any change to the information 
in Section 1 of the Loan Agreement and any other change in key personnel connected to the 
Project and Loan. 

Section 4. Notice of Material Adverse Change. The Local Borrower shall promptly notify the 
Authority of any material adverse change in the activities, prospects or condition (financial or 
otherwise), of the Local Borrower relating to the System, or in the ability of the Local Borrower 
to make all Loan Repayments from the Source of Repayment described in this Loan Agreement 
and otherwise to observe and perform its duties, covenants, obligations and agreements 
hereunder. 

Section 5. Disadvantaged Business Enterprise IDBE) Program. The Local Borrower must 
report DBE participation to the Authority based on guidance from the Authority. 

Section 6. Notice of Default. Promptly after becoming aware thereof, Local Borrower shall 
give notice to the Authority of (i) the occurrence of any Event of Default under the Loan 
Agreement or (ii) the occurrence of any breach, default, Event of Default, or event which with 
the giving of notice or lapse of time, or both, could become a material breach, default, or Event 
of Default (a "Future Breach") under any agreement, indenture, mortgage, or other instrument 
(other than the Loan Agreement) to which the Local Borrower is a party or by which it or any of 
its property is bound or affected. Local Borrower shall provide written notice to the Authority if 
the effect of such breach, default, Event of Default or Future Breach is to accelerate, or to permit 
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the acceleration of. the maturity of any indebtedness under such agreement, indenture, mortgage, 
or other instrument; provided, however. that the failure of the Local Borrower to give such notice 
shall not affect the right and power of the Authority to exercise any and all of the remedies 
specified herein. 

Section 7. Notice of Construction Commencement. The Local Borrower shall promptly 
notify the Authority immediately upon commencement of construction activities. 

Section 8. Notice of Non-Environmental Litigation. Promptly after the commencement or 
overt threat thereof, Local Borrower shall provide the Authority with written notice of the 
commencement of all actions, suits, or proceedings before any court, arbitrator, or governmental 
department. commission, board, bureau. agency. or instrumentality affecting Local Borrower 
which. if adversely determined. could have a material adverse effect on the condition (fmancial 
or otherwise), operations, properties, or business of Local Borrower. or on the ability of Local 
Borrower to perform its obligations under the Loan Agreement. 

Section 9. Notice of Environmental Litigation. Without limiting the provisions of Section 7 
above, promptly after receipt thereof, Local Borrower shall provide the Authority with written 
notice of the receipt of all pleadings, orders, complaints, indictments, or other communication 
alleging a condition that may require Local Borrower to undertake or to contribute to a cleanup 
or other response under laws relating to environmental protection, or which seek penalties, 
damages, injunctive relief, or criminal sanctions related to alleged violations of such laws, or 
which claim personal injury to any person or property damage as a result of environmental 
factors or conditions or which, if adversely determined, could have a material adverse effect on 
the condition (financial or otherwise), operations, properties, or business of Local Borrower, or 
on the ability ofLocal Borrower to perform its obligations under the Loan Agreement. 

Section 10. Regulatory and Other Notices. Promptly after receipt or submission thereof, 
Local Borrower shall provide the Authority with copies of any notices or other communications 
received from or directed to any governmental authority with respect to any matter or proceeding 
which could have a material adverse effect on the condition (financial or otherwise), operations, 
properties, or business of Local Borrower, or the ability of Local Borrower to perform its 
obligations under the Loan Agreement, or which reveals a substantial non compliance with any 
applicable law, regulation or rule. 

Section 11 . Other Information. The Local Borrower shall submit to the Authority other 
information regarding the condition (financial or otherwise), or operation ofthe Local Borrower 
as the Authority may, from time to time, reasonably request. 

Section 12. Additional Reporting Reguirements. The Local Borrower shall refer to the Loan 
Agreement Addendum for wage rate reporting requirements. 
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Exhibit D Source of Repayment: System Revenues 

Section 1 Certain Definitions 

As used in this Loan Agreement the following terms shall have the meanings set forth below 
unless the context clearly requires otherwise: 

"Additional Parity Obligations" shall mean any additional obligations having a lien payable from 
Net Revenues of the System on a parity with the Loan Agreement which may hereafter be issued 
by the Local Borrower (or any financing conduit acting on behalf of the Local Borrower) in 
compliance with the terms in Section 3. 

''Administrative Expenses" shall mean the reasonable cost or value of all services rendered by 
the Local Borrower and its various departments with respect to the System. 

"Ftu1d" shall mean the fund or funds into which the Local Borrower shall deposit the Revenues 
of the System. 

"Net Revenues" shall mean that portion of the Revenues remaining after deducting sufficient 
funds for the Operation and Maintenance Expenses of the System. 

"Operation and Maintenance Expenses" shall mean all costs reasonably incurred in connection 
~ith the operation, use and maintenance of the System, including (i) repairs necessary to keep 
the System in efficient and economical operating condition, (ii) the payments of premiums for 
insurance hereinafter required to be carried on the System, (iii) payments of reasonable 
Administrative Expenses and (iv) generally all expenses of the System except depreciation. 
interest expense related to the Loan Agreement, any Outstanding Parity Obligations, any 
Additional Parity Obligations, and interest expenses on any obligations subordinate to such 
obligations. 

"Outstanding Parity Obligations" shall mean obligations issued and outstanding having a lien 
payable from Net Revenues of the System on a parity with the Loan Agreement. 

"Revenues'' shall mean and include all income, moneys and receipts to be received by the Local 
Borrower, directly or indirectly, from the ownership, use or operation of the System including 
any waste material or by-products of the System, and also including investment income. 

Section 2 Source of Repayment and Rate Covenant Provisions 

1. It is understood and agreed that all payments with respect to the Loan shall be made only 
from the Source of Repayment, which is hereby pledged to the payment of all amotu1ts due under 
the Loan. The "Source of Repayment" is the Net Revenues of the System as hereinafter 
provided. The Net Revenues are hereby pledged by the Local Borrower to the payment of all 
amounts due under the Loan and the repayment of such amounts shall be secured by a lien on 
and pledge of the Net Revenues on parity with the pledge and lien granted by the Local 
Borrower for the payment and security of Outstanding Parity Obligations and Additional Parity 

D-1 



Obligations. The amounts due under this Loan Agreement and any Outstanding Parity 
Obligations and Additional Parity Obligations (exclusive of the Local Borrower' s repayment 
obligations with respect to those reserve fund credit instruments in connection with this Loan and 
any Additional Parity Obligations which shall be secured on a subordinate basis), shall be 
equally and ratably secured by said pledge and lien without one having priority over the other. 
The Local Borrower intends that this pledge shall be a prior and paramount lien on and a first 
pledge of the Net Revenues. as will be sufficient to make all payments on the Loan, and the 
Local Borrower covenants to make the payments under the Loan from the Net Revenues, except 
to the extent that it chooses to make such payments from other legally available funds at its sole 
option. In no event shall the Local Borrower be required to make the payments on the Loan 
from any revenues, receipts or sources not derived from the Net Revenues of the System. 

2. The Local Borrower covenants and agrees that it will establish and maintain schedules of 
rates, fees and charges for all services supplied by the System which, after making reasonable 
allowance for contingencies and errors in estimates, shall produce Revenues in each fiscal year 
that are sufficient, (a) to pay the Operation and Maintenance Expenses of the System, (b) to 
produce an aggregate amount of Net Revenues equal the sum of (i) one hundred twenty percent 
(120%) of the aggregate of the debt service or comparable payments payable on the Loan, the 
Outstanding Parity Obligations, and any Additional Parity Obligations in such fiscal year, and 
(ii) one hundred percent (100%) of the aggregate of the debt service on comparable payments, 
separately payable and secured on a basis subordinate to the Loan by Net Revenues, and (c) to 
maintain all necessary fund balances required under the resolutions or agreements of the Local 
Borrower authorizing the Loan, the Outstanding Parity Obligations, and Additional Parity 
Obligations. 

Section 3 Additional Parity Obligations 

The Local Borrower covenants and agrees that no other obligations of any kind will be issued 
that are payable from or enjoy a pledge of the Net Revenues having priority over the Loan. 

It is understood and agreed that Additional Parity Obligations having a lien upon and payable 
from the Net Revenues may be issued on parity with the Loan, but only as provided herein and 
only to provide funds to make improvements and expansions to the existing System, to purchase 
capacity rights in sewage treatment plant facilities owned by other political subdivisions of the 
State, to purchase capacity rights in water treatment plant facilities owned by other political 
subdivisions of the State, to acquire land, rights in land or water rights for the System, to provide 
reasonable reserves for Outstanding Parity Obligations and Additional Parity Obligations, to 
refund Outstanding Parity Obligations and Additional Parity Obligations or the Loan or to refund 
other bonds of the Local Borrower, if any, whether revenue bonds, general obligation bonds or 
other bonds or obligations, issued to provide funds to construct or acquire additions, extensions, 
improvements, expansions or replacements to the System, subject to the following conditions: 

(a) The Local Borrower will not, at the time of the issuance of such Additional Parity 
Obligations, be in default under any Outstanding Parity Obligations, Additional Parity 
Obligations, the Loan or under any resolution related thereto or providing for the issuance of 
Additional Parity Obligations or any related credit or reserve fund credit instrument; 
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(b) The issuance of Additional Parity Obligations will be duly authorized at an election, if 
required by law. except as to any bonds or obligations to be issued exclusively for the purpose of 
refunding any Outstanding Parity Obligations and Additional Parity Obligations or the Loan: 

(c) The issuance of Additional Parity Obligations will be provided for by a resolution duly 
adopted by the Local Borrower's governing body and such Additional Parity Obligations will 
mature and interest will be paid on the same days of the year as Outstanding Parity Obligations 
and Additional Parity Obligations: and 

(d) The Reserve Requirement (as defined in Exhibit E), as computed for the amount of 
Additional Parity Obligations to be issued. shall be available in the Reserve Fund (as defined in 
Exhibit E) in one of the following ways: (i) Additional Parity Obligation proceeds shall be 
immediately deposited to the Reserve Fund. or a separate account as may be required, in an 
amount equal to the increased Reserve Requirement. if any. for the Additional Parity 
Obligations. or a Reserve Fund surety acceptable to the Authority shall be purchased in such 
amount; or (ii) Additional Parity Obligations. or any other revenues of the Local Borrower 
lawfully available to be used for such deposit. may be deposited to the Reserve Fund in equal 
monthly deposits such that the Reserve Requirement for such Additional Parity Obligations shall 
be satisfied not more than four years from the date of delivery of such Additional Parity 
Obligations; or (iii) any combination of (i) and (ii). The Reserve Fund may be divided into 
separate and discrete subaccounts each pledged to different Additional Parity Obligations 
provided that each Additional Parity Obligation Reserve Requirement is satisfied in one of the 
foregoing manners; and 

(e) the aggregate amount of the Net Revenues of the System for the last full fiscal year 
immediately preceding the issuance of such Additional Parity Obligation, as shown in a 
certificate or report of an independent public accountant or firm of such accountants presented to 
the Authority, has been at least equal to the sum of the following: (i) not less than one hundred 
twenty percent (120%) of the highest year's debt service or comparable payments on all of the 
Outstanding Parity Obligations, the Loan, and the Additional Parity Obligations then to be 
issued, and (ii) not less than one hundred percent (1 00%) of the aggregate of amounts payable in 
such fiscal year and secured on a subordinate basis by such Net Revenues and (iii) not less than 
one hundred percent (100%) of any additional amounts required to maintain or fund necessary 
fund balances under the resolutions or agreements of the Local Borrower relating to the 
obligations described in (i). 

For the purposes of the subparagraph (e), additional amounts may be added to the Net Revenues 
as shown on the accountant's certificate or report in the following circumstances: 

( 1) If the revenues have been increased as a result of construction of additions or acquisitions 
to the System made prior to the issuance of such Additional Parity Obligations but during 
either the fiscal year in which the Additional Parity Obligations are to be issued or in the 
preceding fiscal year, such increased Revenues may be treated as if such additions to the 
System were completed on the first day of the fiscal year used for purposes of computation. 
The Revenues derived from such additions and acquisitions to the System may be converted 
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for purposes of computation to estimated Net Revenues which would have been derived 
therefrom if said additions and acquisitions had actually been completed on the first day of 
the year used for computation purposes. such estimates to be made by an independent 
engineer or firm of such engineers having a favorable reputation with respect to such matters. 

(2) If all or part of the proceeds of the Additional Parity Obligations are to be expended for 
the acquisition of existing water properties or facilities, there may be added to the Net 
Revenues of such preceding fiscal year the Net Revenues which would be been derived from 
the operation of such properties or facilities if such properties or facilities had been acquired 
and operated by the Local Borrower under the Local Borrower's applicable rate schedule 
during the entire preceding fiscal year. such Net Revenues to be estimated by an independent 
engineer or firm of such engineers having a favorable reputation with respect to such matters. 

(3) If prior to the issuance of the Additional Parity Obligations and subsequent to the first 
dav of such preceding fiscal year. the Local Borrower shall have increased its rates or 
charges imposed for water services, there may be added to the Net Revenues of such fiscal 
year the additional Net Revenues which would have been received from the operation of the 
System during such fiscal year had such increase been in effect throughout such fiscal year. 
such additional Net Revenues to be estimated by an independent engineer or firm of such 
engineers having a favorable reputation with respect to such matters. 

For purposes of calculations under this subparagraph (e), if Additional Parity Obligations are to 
be issued exclusively for the purpose of refunding or retiring a portion of Outstanding Parity 
Obligations or this Loan, for the purpose of the calculation required under this subparagraph (e), 
the percentage requirement on such obligations will be taken into consideration only in any 
future fiscal year in which any fractional part of such obligations will remain outstanding after 
the issuance of such Additional Parity Obligations; provided that nothing herein contained shall 
be construed to limit or restrict the issuance of any Additional Parity Obligations if, before or as 
a result of the issuance and delivery of such Additional Parity Obligations, any other obligations 
theretofore issued will not longer be outstanding, or full payment for any such obligations will be 
provided for by funds from the bond or obligation proceeds. 
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Exhibit E Debt Service Reserve Requirements 

Held by Local Borrower- No Separate Account 

The Local Borrower covenants and agrees that it will fund a Reserve Fund (as herinafter defined) 
in cash in accordance with this Exhibit. "Reserve Requirement" shall mean an amount equal to 
the highest amount of Loan Repayments to be paid by the Local Borrower in any fiscal year as 
shown in the Loan Repayment Schedule in Exhibit A. and the Local Borrower's obligations with 
respect to those reserve fund credit instruments associated with any Additional Parity 
Obligations, which the Local Borrower and the Authority agree is the initial amount of the 
Reserve Requirement for the Loan. The amount of the Reserve Requirement, and the amount of 
the required monthly build up of cash in the Reserve Fund. will be adjusted to reflect any 
adjustment of the Loan Repayment Schedule in Exhibit A upon and after the delivery of 
Authority Bonds to finance the Loan or any other adjustment to the Loan Repayment Schedule in 
Exhibit A. 

The Local Borrower shall maintain a balance which shall be. at a minimum, an amount 
equivalent to the Reserve Requirement (the "Minimum Balance"). The Local Borrower shall 
cause to be deposited in the account holding the Reserve Fund on or before the first Business 
Day of each month that monthly deposit as set forth in Exhibit A to cause the Reserve 
Requirement to be fully funded (the "Reserve Fund"); provided, however, that once the 
Minimum Balance is achieved such deposits shall no longer be required so long as the Minimum 
Balance is maintained. For so long as the Loan is outstanding, if, on any date payment is due, 
the Local Borrower has not paid to the Authority an amount equal to the amount of principal and 
interest due on the Loan pursuant to Section 3.3 of the Loan Agreement, the Local Borrower 
shall make such payment from the Minimum Balance and shall then deposit the first Net 
Revenues available (after provision is made for payment of any amounts which have become due 
under the Loan) an amount sufficient to cause the Minimum Balance to be at least equal to the 
amount then required. 

The Local Borrower shall keep adequate and accurate records of moneys, investments and 
investment earnings on the Reserve Fund and the Authority shall have the right to audit the 
records of the Local Borrower insofar as they pertain to the Minimum Balance. 

When all amounts payable by the Local Borrower under the Loan have become due, and all such 
amounts have been paid Local Borrower shall no longer be required to maintain the Minimum 
Balance. 

The Local Borrower covenants and agrees that the investment of the Minimum Balance for the 
Loan Repayments shall at all times after the issuance of Authority Bonds to fund the Loan be 
restricted to a yield not greater than the yield on the Authority's Bonds, which shall be certified 
at the date of such Bond issuance to the Local Borrower by the Authority based upon 
certification to the Authority by the underwriters of the Authority' s Bonds. The Local Borrower 
shall maintain adequate records of investment to reflect compliance with this covenant. 
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Exhibit F Replacement Reserve Requirements 

Held By Local Borrower- No Separate Account 

The Local Borrower shall either spend or maintain a replacement reserve (the ''Replacement 
Reserve") in accordance with Exhibit A. The Replacement Reserve shall be used for one or 
more of the following purposes: (i) the acquisition of new, or the replacement of obsolete or 
worn out. machinery, equipment, furniture, fixtures or other personal property for the System 
provided that the property is depreciable; (ii) the performance of repairs with respect to the 
System which are of an extraordinary and non-recurring nature provided that the property is 
depreciable; (iii) the acquisition or construction of additions to or improvements, extensions or 
enlargements to, or remodeling of. the System provided that the property is depreciable: and/or 
(iv) to make payments to the Authority on the Loan (collectively. the "Permitted Uses" ). 

For so long as the Loan is outstanding. if on any interest payment date or principal repayment 
date the Local Borrower has not paid to the Authority an amount equal to the amount of principal 
and interest due on the Loan pursuant to the Loan Agreement, and the Reserve Fund does not 
hold sufficient moneys to cover the deficiency. the Local Borrower shall transfer amounts, if 
any. set aside for the Replacement Reserve to the Authority to cover the deficiency. 

When all amounts payable by the Local Borrower under the Loan have become due, and all such 
amounts have been paid, any amounts set aside for the Replacement Reserve will become 
available to the Local Borrower for general use. 
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Exhibit H Form of Tax Compliance Certificate of Local Borrower 

Water Infrastructure Finance Authority of Arizona 

$ 1,653.112.00 Loan to Town of Quartzsite 

The Water Infrastructure Finance Authority of Arizona (the "Authority") and Town 
of Quartzsite (the "Local Borrower") are entering into a Loan Agreement (the "Loan Agreement") 
in the maximum principal amount stated above pursuant to which the Authority will make a loan 
(the "Loan") to the Local Borrower. In connection with its state revolving fund programs, the 
Authority issues its bonds ("Authority Bonds") from time to time to fmance loans and the Authority 
also pledges certain loans to secure and to serve as the source of payment for the Authority Bonds. 
As a result, and under the provisions of federal tax law applicable to the Authority Bonds, it is in the 
Authority' s interest for the Loan to qualifY and be a Tax-Exempt Obligation that is not an AMT 
Obligation. Therefore, in order to establish certain facts necessary for the Loan to qualify and be 
treated as a Tax-Exempt Obligation that is not an AMT Obligation, and as required by the 
provisions of the Loan Agreement, the Local Borrower by its officer signing this Certificate, 
certifies, represents, and covenants as follows with respect to the Loan. All statements in this 
Certificate are of facts or. as to events to occur in the future, reasonable expectations. 

I. DEFINITIONS 

1.1 0. Attachment A. The definitions and cross-references set forth in Attachment A 
apply to this Certificate and its Attachments. All terms relating to a particular issue, such as Sale 
Proceeds, relate to the Loan, unless indicated otherwise. (For example, "Sale Proceeds" refers to 
Sale Proceeds of the Loan, unless indicated otherwise.) 

1.20. Special Definitions. Terms used herein, to the extent not defmed in Attachment A 
or below, have the same meaning as defined in the Loan Agreement. In addition, the following 
definitions apply to this Certificate and its Attachments: 

"Instructions" means the Rebate Instructions attached hereto as Attachment A-1. 

"Issue" means the Loan. 

"Issuer" means the Local Borrower. 

"Project" means the financing of a portion of the costs of acquisition, construction 
and improvement of facilities to be financed by the Loan and includes Issuance Costs and interest 
on the Loan for up to three years from the Issuance Date or, if later, one year after the date the 
Project is placed in service, all of which are governmental purposes for purposes of the Code. 

"Reserve Fund" is defined in 3.40(a). 



1.30. References. Reference to a Section means a section of the Code. Reference by 
number only (for example. "2.1 0") means that numbered paragraph of this Certificate. 
Reference to an Attachment means an attachment to this Certificate. 

II. ISSUE DATA 

2.1 0. Issuer. The Issuer is a Governmental Unit. 

2.20. Purpose of Issue. The Issue is being issued to provide funds to pay costs of the 
Project. 

2.30. Dates. The Sale Date of the Issue is the date on which the Loan Agreement is 
executed and delivered by the Authority and the Local Borrower. and the Issuance Date of the 
Issue is the first date on which the aggregate draws under the Loan exceed the lesser of $50,000 
or 5% of the principal amount of the Loan. 

2.40. Issue Price. The Issue Price of the Issue is the principal amount actually 
advanced by the Authority to the Issuer as the Loan. 

2.50. Sale Proceeds, Net Proceeds, and Net Sale Proceeds. The amount of Sale 
Proceeds equals the Issue Price. The amount of Net Proceeds equals the Issue Price minus the 
amount of Proceeds (if any) deposited in the Reserve Fund (if any). The amount of Net Sale 
~roceeds equals the amount ofNet Proceeds minus the Minor Portion. 

2.60. Disposition of Sale Proceeds. There will be no Pre-Issuance Accrued Interest 
with respect to the Issue. The Sale Proceeds will be used to pay costs of the Project and, if 
applicable, to fund the Reserve Fund (if any). 

2. 70. Higher Yielding Investments. Gross Proceeds will not be invested in Higher 
Yielding Investments except for (A) the Minor Portion to the extent provided in 3.80, (B) those 
Gross Proceeds identified in 3.10, 3.20, and 3.30, but only during the applicable Temporary 
Periods there described for those Gross Proceeds, and (C) Gross Proceeds held in the Reserve 
Fund (if any) to the extent set forth in 3,40(a). 

2.80. Single Issue. No other obligations have been or will be sold less than 15 days 
before or after the Sale Date pursuant to the same plan of financing with the Issue that are 
expected to be paid from substantially the same source of funds as the Issue, determined without 
regard to guarantees from a person who is not a Related Party to the Issuer. Accordingly, no 
obligations other than those of the Issue are a part of a single issue with the Issue. 

III. ARBITRAGE (NONREBATE) MATTERS 

3.1 0. Use of Net Sale Proceeds and Pre-Issuance Accrued Interest; Temporary Periods. 

(A) Pre-Issuance Accrued Interest. There will be no Pre-Issuance 
Accrued Interest with respect to the Issue. 

(B) Payment of Costs ofthe Project. 
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(1) All of the Net Sale Proceeds will be used to pay costs of the 
Project. Such Sale Proceeds may be used to acquire or hold Higher Yielding 
Investments for a period ending on the third anniversary of the Issuance Date 
(such period being the Temporary Period for such amount) because the following 
three tests are reasonably expected to be satisfied: 

(i) At least 85% of the Net Sale Proceeds will be allocated to 
expenditures on the Project by the end of the Temporary Period; 

(ii) Within 6 months of the Issuance Date, the Issuer will incur 
substantial binding obligations to third parties to expend at least 5% of the 
Net Sale Proceeds on the Project; and 

(iii) Completion of the Project and allocation of the Net Sale 
Proceeds to expenditures will proceed with due diligence. 

Any Sale Proceeds that remain unspent on the third anniversary of the Issuance 
Date, which is the expiration date of the Temporary Period for such Proceeds, shall 
not be invested in Higher Yielding Investments with respect to the Issue after that 
date except as part of the Minor Portion. In complying with the foregoing sentence, 
the Issuer may take into account "yield reduction payments" (within the meaning of 
Regulations §1.148-S(c)) paid to the United States. 

(2) Any Reimbursement Allocation will qualify as a Reimbursement 
of Prior Capital Expenditures and will be made by an entry in the financial 
records of the Issuer kept with respect to the Issue showing that Sale Proceeds of 
the Issue have been returned to the fund or account of the Issuer from which such 
amount was originally and temporarily advanced to finance Capital Expenditures 
paid before this date by not more than (A) 18 months after the later of the date 
such Capital Expenditures were paid or the date on which the property resulting 
from such Capital Expenditures and comprising part of the Project was placed in 
service or (B) three years after the original expenditures were paid. 

3.20. Investment Proceeds. Any Investment Proceeds will be used to pay costs of the 
Project and may be invested in Higher Yielding Investments during the Temporary Period 
identified in 3.10(B)(l) or, if longer, one year from the date of receipt, such period being the 
Temporary Period for such Proceeds. 

3.30. Payment Fund. Amounts deposited from time to time in the fund of the Issuer 
from which payments will be made on the Issue, which is a Bona Fide Debt Service Fund, will 
be used to pay Debt Service on the Issue within 13 months after the amounts are so deposited, 
such period being the Temporary Period for such amounts. 

3.40. Reserve Funds. 

(A) Debt Service Reserve Fund. If (and only if) the Loan Agreement 
requires the funding of a debt service reserve fund ("Reserve Fund") in cash: The 
amount of Proceeds of the Loan deposited in the Reserve Fund shall not exceed 
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1 0% of the stated principal amount of the Loan. Amounts in the portion of the 
Reserve Fund allocable to the Issue may be invested in Higher Yielding 
Investments with respect to the Issue to the extent that such amounts do not 
exceed the least of (i) 10% of the principal amount of the Issue; (ii) maximum 
annual Debt Service; and (iii) 125% of average annual Debt Service. Any 
amounts in the portion of the Reserve Fund allocable to the Issue in excess of the 
least of these amounts will not be invested in Higher Yielding Investments with 
respect to the Issue. In complying with the yield restriction set forth in this 
Section. the Issuer may take into account "yield reduction payments" (within the 
meaning of Regulations § 1.148-5(c)) timely paid or to be timely paid to the 
United States because amounts in the Reserve Fund (other than investment 
earnings) are not reasonably expected to be used to pay Debt Service other than in 
connection with reductions in the amount required to be in the Reserve Account. 
The establishing and funding of the Reserve Fund was reasonably required by the 
Authority as a condition of making the Loan. 

(B) Replacement Reserve Fund. If (and only if) the Loan Agreement 
requires the funding of a replacement reserve fund ("Replacement Reserve Fund") 
in cash: The Replacement Reserve Fund may be used for one or more of the 
following purposes: (i) the acquisition of new, or the replacement of obsolete or 
worn out, machinery, equipment, furniture, fixtures or other personal property for 
the Issuer's utility system, provided that the property is depreciable; (ii) the 
performance of repairs with respect to the Issuer's utility system that are of an 
extraordinary and non-recurring nature, provided that the property is depreciable; 
(iii) the acquisition or construction of additions to or improvements, extensions or 
enlargements to, or remodeling of, the Issuer's utility system, provided that the 
property is depreciable; and/or (iv) to make Debt Service payments to the 
Authority on the Issue (collectively, the "Permitted Uses"). The Issuer reasonably 
expects to use amounts in the Replacement Reserve Fund for Permitted Uses 
other than to make Debt Service payments to the Authority on the Issue, and 
therefore there is no reasonable assurance of the availability of those amounts to 
make Debt Service payments to the Authority on the Issue if the Issuer encounters 
financial difficulties 

3.50. No Other Replacement Fund or Assured Available Funds. Except as described in 
3.30 and, if and to the extent applicable, 3.40(A), , the Issuer has not established and does not 
expect to establish or use any sinking fund, debt service fund, redemption fund, reserve or 
replacement fund, or similar fund, or any other fund to pay Debt Service on the Issue. Except for 
money referred to in 3.30 and Proceeds of a Refunding Issue, if any, no other money or 
Investment Property is or will be pledged as collateral or used for the payment of Debt Service 
on the Issue (or for the reimbursement of any others who may provide money to pay that Debt 
Service), or is or will be restricted, dedicated, encumbered, or set aside in any way as to afford 
the holders of the Issue reasonable assurance of the availability of such money or Investment 
Property to pay Debt Service on the Issue. 

3.60. No Overissuance. The Proceeds of the Issue are not reasonably expected to 
exceed the amount needed for the governmental purposes of the Issue as set forth in 2.20. 
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3.70. Other Uses of Proceeds Negated. Except as stated otherwise in this Certificate, 
none of the Proceeds of the Issue will be used: 

(A) to pay principal of or interest on, refund, renew, roll over, retire, or 
replace any other obligations issued by or on behalf of the Issuer or any other 
Governmental Unit. 

(B) to replace any Proceeds of another issue that were not expended on 
the project for which such other issue was issued, 

(C) to replace any money that was or will be used directly or indirectly 
to acquire Higher Yielding Investments, 

(D) to make a loan to any person or other Governmental Unit, 

(E) to pay any Working Capital Expenditure other than expenditures 
identified in Regulations §1.148-6(d)(3)(ii)(A) and (B) (i.e., Issuance Costs ofthe 
Issue, Qualified Administrative Costs, reasonable charges for a Qualified 
Guarantee or for a Qualified Hedge, interest on the Issue for a period commencing 
on the Issuance Date of the Issue and ending on the date that is the later of three 
years from such Issuance Date or one year after the date on which the project 
financed or refinanced by the Issue was or will be placed in service, payments of 
the Rebate Amount, and costs, other than those already described, that do not 
exceed 5% of the Sale Proceeds and that are directly related to Capital 
Expenditures financed or deemed financed by the Issue, principal or interest on an 
issue paid from unexpected excess Sale Proceeds or Investment Proceeds, and 
principal or interest on an issue paid from investment earnings on a reserve or 
replacement fund that are deposited in a Bona Fide Debt Service Fund), or 

(F) to reimburse any expenditures made prior to the Issuance Date 
except those that qualify as a Reimbursement of Prior Capital Expenditures. 

No portion of the Issue is being issued solely for the purpose of investing Proceeds in Higher 
Yielding Investments. 

3.80. Minor Portion. The Minor Portion is equal to the lesser of 5% of the Sale 
Proceeds of the Issue and $100,000. Such Minor Portion may be invested in Higher Yielding 
Investments with respect to the Issue. 

3.90. No Other Replacement Proceeds. That portion of the Issue that is to be used to 
finance Capital Expenditures has a weighted average maturity that does not exceed 120% of the 
weighted average reasonably expected economic life of the property resulting from such Capital 
Expenditures. 

IV. REBATE MATTERS 

4.1 0. Issuer Obligation Regarding Rebate. Consistently with its covenants contained in 
the Loan Agreement, the Issuer will calculate and make, or cause to be calculated and made, 
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payments of the Rebate Amount in the amounts and at the times and in the manner provided in 
Section 148(f) with respect to Gross Proceeds to the extent not exempted under Section 148(t)(4) 
and the Instructions. 

4.20. No A voidance of Rebate Amount. No amounts that are required to be paid to the 
United States will be used to make any payment to a party other than the United States through a 
transaction or a series of transactions that reduces the amount earned on any Investment Property 
or that results in a smaller profit or a larger loss on any Investment Property than would have 
resulted in an arm's length transaction in which the Yield on the Issue was not relevant to either 
party to the transaction. 

4.30. Exceptions. 

(A) Small Issuer Exception. The Issue is exempt under Section 
148(f)(4)(D) from the rebate requirement if all of the following requirements are 
satisfied: 

(I) The Issuer is a Governmental Unit with general taxing powers 
within the meaning of Section 148(f)( 4 )(D), and 

(2) No part of the Issue is a Private Activity Bond, and 

(3) All of the Net Proceeds will be used for "local governmental 
activities" of the Issuer within the meaning of Section 148(f)(4)(D) and none of 
the Net Proceeds will be used for any Private Business Use, and 

(4) The aggregate principal amount of all Tax-Exempt Obligations, 
including the Issue, issued or to be issued by the Issuer, its subordinate entities 
and entities that issue any such obligations on behalf of the Issuer, or on behalf of 
which the Issuer issues any such obligations, during the current calendar year 
does not, and is not reasonably expected to, exceed $5,000,000. The Tax-Exempt 
Obligations taken into account for this purpose exclude any Private Activity 
Bonds and any Current Refunding Portion and Current Refunding Issue to the 
extent that the amount of such Current Refunding Portion or Current Refunding 
Issue does not exceed the outstanding amount of the obligations refunded by such 
Current Refunding Portion or Current Refunding Issue. No entity has been or will 
be formed or availed of to avoid the purposes of Section 148(f)( 4)(D)(i)(IV). 

If, but only if, all of the above requirements are satisfied, check here: [_] 

and sign here: 

(B) General Exception. Notwithstanding the foregoing, the 
computations and payments of amounts to the United States referred to in IV need 
not be made to the extent that the Issuer will not thereby fail to comply with any 
requirements of Section 148(f) and the Instructions based on an opinion of bond 
counsel. 
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4.40. Election. The Issue is a Construction Issue. The Issuer hereby elects to apply 
the 2-year spending exception to the rebate requirements on the basis of actual facts instead of 
the Issuer's reasonable expectations. 

V. OTHER TAX MATTERS 

5.1 0. Not Private Activity Bonds or Pool Bonds. No obligation of the Issue will be a 
Private Activity Bond or a pooled financing bond (within the meaning of Section 149(f)), based 
on the following: 

(A) Not more than 5% of the Proceeds, if any, directly or indirectly, 
will be used for a Private Business Use and not more than 5%, if any, of the Debt 
Service on the Issue, directly or indirectly. will be secured by any interest in 
property used or to be used for a Private Business Use or payments in respect of 
such property, or will be derived from payments (whether or not to the Issuer) in 
respect of property, or borrowed money, used or to be used for a Private Business 
Use. 

(B) Less than 5% of the Proceeds, if any, will be used to make or 
finance loans to any Private Person or Governmental Unit other than the Issuer. 

(C) The lesser of the Proceeds that are being or will be used for any 
Private Business Use or the Proceeds with respect to which there are payments or 
(borrowed money) that are being or will be used for any Private Business Use 
does not exceed $15,000,000 and none of the Proceeds will be used with respect 
to an "output facility" (other than a facility for the furnishing of water) within the 
meaning of Section 141(b)(4). 

(D) The Issuer does not expect to sell or otherwise dispose of the 
Project or any portion thereof during the term of the Issue except for dispositions 
of property in the normal course at the end of such property's useful life to the 
Issuer. With respect to tangible personal property, if any, that is part of the 
Project, the Issuer reasonably expects that: 

(1) Dispositions of such tangible personal property, if any, will be in 
the ordinary course of an established governmental program; 

(2) The weighted average maturity of the obligations of the Issue 
financing such property (treating the obligations of the Issue properly allocable to 
such personal property as a separate issue for this purpose) will not be greater 
than 120% of the reasonably expected actual use of such property for 
governmental purposes; 

(3) The fair market value of such property on the date of disposition 
will not be greater than 25% of its cost: 

( 4) The property will no longer be suitable for its governmental 
purposes on the date of disposition; and 
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(5) The amounts received from any disposition of such property are 
required to be. and will be. commingled with substantial tax or other 
governmental revenues and will be spent on governmental programs within 6 
months from the date of such deposit and commingling. 

5.20. Issue Not Federally Guaranteed. The Issue is not Federally Guaranteed. 

5.30. Not Hedge Bonds. At least 85% of the Spendable Proceeds will be used to carry 
out the governmental purposes of the Issue within three years from the Issuance Date. Not more 
than 50%. if any. of the Proceeds will be invested in Nonpurpose Investments having a 
substantially guaranteed Yield for four years or more (including but not limited to any 
investment contract or fixed yield investment having a maturity of four years or more). The 
reasonable expectations stated above are not based on and do not take into account (A) any 
expectations or assumptions as to the occurrence of changes in market interest rates or changes 
of federal tax law or regulations or rulings thereunder or (B) any prepayments of items other than 
items that are customarily prepaid. 

5.40. Hedge Contracts. The Issuer has not entered into, and does not reasonably expect 
to enter into, any Hedge with respect to the Issue, or any portion thereof. The Issuer 
acknowledges that entering into a Hedge with respect to the Issue, or any portion thereof, may 
change the Yield and that Bond Counsel should be contacted prior to entering into any Hedge 
with respect to the Issue in order to determine whether payments/receipts pursuant to the Hedge 
will be taken into account in computing the Yield. 

5.50. Internal Revenue Service Information Return. Within the time and on the form 
prescribed by the Internal Revenue Service under Section 149( e), the Issuer will file with the 
Internal Revenue Service an Information Return setting forth the required information relating to 
the Issue. The information reported on that Information Return will be true, correct, and 
complete to the best of the knowledge and belief of the undersigned. 

5.60. Responsibility of Officer. 

(A) The officer signing this Certificate is one of the officers of the 
Issuer responsible for issuing the Issue. 

(B) To the best of the knowledge, information, and belief of the 
undersigned, all expectations stated in this Certificate are the expectations of the 
Issuer and are reasonable, all facts stated are true, and there are no other existing 
facts, estimates, or circumstances that would or could materially change the 
statements made in this Certificate. The certifications and representations made 
in this Certificate are intended to be relied upon as certifications described in 
Regulations § 1.148-2(b ). The Issuer acknowledges that any change in the facts 
or expectations from those set forth in this Certificate may result in different 
requirements or a change in status of the Issue or interest thereon under the Code, 
and that bond counsel should be contacted if such changes are to occur or have 
occurred. 
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Town of Quartzsite 

By: ______________ _ 
Nrune:. ____________________________ __ 
Title: _____________________________ _ 
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List of Attachments 

Attachment A-- Definitions for Tax Compliance Certificate 

Attachment A-1 -- Rebate Instructions 
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Attachment A 

Definitions for Tax Compliance Certificate of Local Borrower 

The following terms, as used in Attachment A and in the Tax Compliance 
Certificate to which it is attached and in the other Attachments to the Tax Compliance Certificate, 
have the following meanings unless therein otherwise defined or unless a different meaning is 
indicated by the context in which the term is used. Capitalized terms used within these definitions 
that are not defined in Attachment A have the meanings ascribed to them in the Tax Compliance 
Certificate to which this Attachment A is attached. The word "Issue," in lower case, refers either to 
the Issue or to another issue of obligations or portion thereof treated as a separate issue for the 
applicable purposes of Section 148, as the context requires. The word "obligation" or "obligations," 
in lower case. includes any obligation. whether in the form of bonds, notes, certificates, or any other 
obligation that is a "bond" within the meaning of Section 150(a)(l). All capitalized terms used in 
this Certificate include either the singular or the plural. All terms used in this Attachment A or in 
the Tax Compliance Certificate to which this Attachment A is attached, including terms specifically 
defined, shall be interpreted in a manner consistent with Sections 103 and 141-150 and the 
applicable Regulations thereunder except as otherwise specified. All references to Section, unless 
otherwise noted, refer to the Code. 

"Advance Refunding Issue" means any Refunding Issue that is not a Current 
Refunding Issue. 

"Advance Refunding Portion" means that portion of a Multipurpose Issue that 
constitutes a separate governmental purpose and that would be treated as an Advance Refunding 
Issue if it had been issued as a separate issue. 

"AMT Obligation" means a Tax-Exempt Obligation the interest on which is an item 
of tax preference for purposes of the alternative minimum tax imposed on individuals and 
corporations under the Internal Revenue Code. 

"Available Construction Proceeds" means an amount equal to (a) the sum of (i) the 
Issue Price of an issue, (ii) Investment Proceeds on that Issue Price, (iii) earnings on any reasonably 
required reserve or replacement fund allocable to the issue not funded from the Issue Price, and (iv) 
Investment Proceeds and earnings on (ii) and (iii), (b) reduced by the portions, if any, of the Issue 
Price of the issue (i) attributable to Pre-Issuance Accrued Interest and earnings thereon, (ii) allocable 
to the underwriter's discount, (iii) used to pay other Issuance Costs of the issue, and (iv) deposited 
in a reasonably required reserve or replacement fund allocable to the issue. "Available Construction 
Proceeds" does not include Investment Proceeds or earnings on a reasonably required reserve or 
replacement fund allocable to the issue for any period after the earlier of (a) the close of the 2-year 
period that begins on the Issuance Date or (b) the date the construction of the project financed by the 
issue is substantially completed, provided, however, that such Investment Proceeds or earnings shall 
be excluded from "Available Construction Proceeds" if the Issuer has timely elected such exclusion. 
If an issue is a Multipurpose Issue that includes a New Money Portion that is a Construction Issue, 
this definition shall be applied by substituting "New Money Portion" for "issue" each place the 
latter term appears. If an issue or the New Money Portion of a Multipurpose Issue, as applicable, is 
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not a Construction Issue. and the Issuer makes the bifurcation election under Regulations 
§1.148-7(j)(l) and Section 148(f)(4)(C)(v) to treat the issue or the New Money Portion as two 
separate issues consisting of the Construction Portion and the Nonconstruction Portion, this 
definition shall be applied by substituting "Construction Portion" for "issue" each place the latter 
term appears. 

"Bona Fide Debt Service Fund" means a fund, including a portion of or an account 
in that fund (or in the case of a fund established for two or more issues, the portion of that fund 
properly allocable to an issue). or a combination of such funds, accounts or portions that is used 
primarily to achieve a proper matching of revenues with Debt Service on an issue within each Bond 
Year and that is depleted at least once each year except for a reasonable carryover amount not to 
exceed the greater of the earnings thereon for the immediately preceding Bond Year or one-twelfth 
of the annual Debt Service on the issue for the immediately preceding Bond Year. 

"Bond Year" means the annual period relevant to the application of Section 148(f) to 
an issue, except that the first and last Bond Years may be less than 12 months long. The last day of 
a Bond Year shall be the close of business on the day preceding the anniversary of the Issuance 
Date of an issue unless the Issuer selects another date on which to end a Bond Year in the manner 
permitted by the Code. 

"Capital Expenditures" means costs of a type that are properly chargeable to a 
capital account (or would be so chargeable with a proper election or with the application of the 
definition of Placed in Service) under general federal income tax principles. 

"Code" means the Internal Revenue Code of 1986, the Regulations (whether 
temporary or final) under that Code or the statutory predecessor of that Code, and any amendments 
of, or successor provisions to, the foregoing and any official rulings, announcements, notices, 
procedures and judicial determinations regarding any of the foregoing, all as and to the extent 
applicable. Unless otherwise indicated, reference to a Section includes any applicable successor 
section or provision and such applicable Regulations, rulings, announcements, notices, procedures 
and determinations pertinent to that Section. 

"Commingled Fund" means any fund or account of the Issuer that contains both 
Gross Proceeds of an issue and amounts in excess of $25,000 that are not Gross Proceeds of the 
issue if the amounts in the fund or account are invested and accounted for collectively, without 
regard to the source of funds deposited in the fund or account. 

"Commingled Investment Proceeds" means Investment Proceeds of an issue (other 
than Investment Proceeds held in a Refunding Escrow) that are deposited in a Commingled Fund 
with substantial tax or other revenues from governmental operations of the Issuer and that are 
reasonably expected to be spent for governmental purposes within 6 months from the date of 
deposit in the Commingled Fund, using any reasonable accounting assumptions. 

"Conduit Borrower" means the obligor on a purpose investment. 
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"Conduit Financing Issue'· means an issue the Proceeds of which are reasonably 
expected to be used to finance one or more Conduit Loans. 

"Conduit Loan" means a purpose investment acquired by the Issuer with Proceeds of 
a Conduit Financing Issue, thereby effecting a loan to the Conduit Borrower. 

"Construction Expenditures" means Capital Expenditures allocable to the cost of 
real property (including the construction or making of improvements to real property, but excluding 
acquisitions of interests in land or other existing real property) or constructed personal property 
within the meaning ofRegulations §1.148-7(g). 

"Construction Issue'· means an issue at least 75% of the Available Construction 
Proceeds of which are to be used for Construction Expenditures with respect to property that is, or 
upon completion will be, owned by a Governmental Unit or a 501 ( c )(3) Organization. If an issue is 
a Multipurpose Issue that includes a New Money Portion, this definition shall be applied by 
substituting "New Money Portion" for "Construction Issue" each place the latter term appears. If an 
election under Section 148(f)(4)(C)(v) and Regulations §1.148-70) is made to bifurcate an issue or 
the New Money Portion of a Multipurpose Issue, this definition shall be applied by substituting 
"Construction Portion" for "Construction Issue" each place the latter term appears. 

"Construction Portion" means that portion of an issue or the New Money Portion of 
a Multipurpose Issue at least 75% of the Available Construction Proceeds of which are to be used 
for Construction Expenditures with respect to property that is, or upon completion will be, owned 
by a Governmental Unit or a 50l(c)(3) Organization and that finances 100% of the Construction 
Expenditures. 

"Controlled Group" means a group of entities controlled directly or indirectly by the 
same entity or group of entities within the meaning of Regulations § 1.150-1 (e). 

"Current Refunding Issue" means a Refunding Issue that is issued not more than 90 
days before the last expenditure of any Proceeds of the Refunding Issue for the payment of Debt 
Service on the Refunded Bonds. 

"Current Refunding Portion" means that portion of a Multipurpose Issue that 
constitutes a separate governmental purpose and that would be treated as a Current Refunding Issue 
if it had been issued as a separate issue. 

"Debt Service" means principal of and interest and any redemption premium on an 
issue. 

"Excess Gross Proceeds" means all Gross Proceeds of an Advance Refunding Issue 
that exceed an amount equal to I % of the Sale Proceeds of such Advance Refunding Issue, other 
than Gross Proceeds allocable to: (a) payment of Debt Service on the Refunded Bonds; (b) payment 
of Pre-Issuance Accrued Interest on the Advance Refunding Issue and interest on the Advance 
Refunding Issue that accrues for a period up to the completion date of any capital project financed 
by the Prior Issue, plus one year; (c) a reasonably required reserve or replacement fund for the 
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Advance Refunding Issue or Investment Proceeds of such fund; (d) payment of Issuance Costs of 
the Advance Refunding Issue; (e) payment of administrative costs allocable to repaying the 
Refunded Bonds, carrying and repaying the Advance Refunding Issue, or investments of the 
Advance Refunding Issue; (f) Transferred Proceeds allocable to expenditures for the governmental 
purpose ofthe Prior Issue (treating for this purpose all unspent Proceeds of the Prior Issue properly 
allocable to the Refunded Bonds as of the Issuance Date of the Advance Refunding Issue as 
Transferred Proceeds); (g) interest on purpose investments; (h) Replacement Proceeds in a sinking 
fund for the Advance Refunding Issue; and (i) fees for a Qualified Guarantee for the Advance 
Refunding Issue or the Prior Issue. If an Issue is a Multipurpose Issue that includes an Advance 
Refunding Portion, this definition shall be applied by substituting "Advance Refunding Portion" for 
"Advance Refunding Issue" each place the latter term appears. 

"Federally Guaranteed" means that (a) the payment of Debt Service on an issue. or 
the payment of principal or interest with respect to any loans made from the Proceeds of the issue, is 
directly or indirectly guaranteed in whole or in part by the United States or by an agency or 
instrumentality of the United States, within the meaning of Section 149(b) of the Code, or (b) more 
than 5% of the Proceeds of an issue will be invested directly or indirectly in federally insured 
deposits or accounts. The preceding sentence does not apply to (a) Proceeds invested during an 
initial Temporary Period until such Proceeds are needed to pay costs of the project, (b) investments 
of a Bona Fide Debt Service Fund, (c) direct purchases from the United States of obligations issued 
by the United States Treasury, or (d) other investments permitted by Section 149(b) or Regulations 
§ 1.149(b)-1 (b). 

"501(c)(3) Organization" means an organization described in Section 501(c)(3) and 
exempt from tax under Section 501(a). 

"Fixed Yield Issue" means an issue of obligations the Yield on which is fixed and 
determinable on the Issuance Date. 

"Governmental Unit" means a state, territory or possession of the United States, the 
District of Columbia, or any political subdivision thereof referred to as a "State or local 
governmental unit" in Regulations § 1.103-1 (a). "Governmental Unit" does not include the United 
States or any agency or instrumentality of the United States. 

"Gross Proceeds" means Proceeds and Replacement Proceeds of an issue. 

"Hedge" means a contract entered into by the Issuer or the Conduit Borrower 
primarily to modify the Issuer' s or the Conduit Borrower's risk of interest rate changes with respect 
to an obligation &&, an interest rate swap, an interest rate cap, a futures contract, a forward contract 
or an option). 

"Higher Yielding Investments" means any Investment Property that produces a 
Yield that (a) in the case of Investment Property allocable to Replacement Proceeds of an issue and 
Investment Property in a Refunding Escrow, is more than one thousandth of one percentage point 
(.00001) higher than the Yield on the applicable issue, and (b) for all other purposes is more than 
one-eighth of one percentage point (.00125) higher than the Yield on the issue. 
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"Investment Proceeds" means any amounts actually or constructively received from 
investing Proceeds of an issue in Investment Property. 

"Investment Property" means investment property within the meaning of Sections 
148(b)(2) and 148(b)(3). including any security (within the meaning of Section 165(g)(2)(A) or 
(B)), any obligation, any annuity contract and any other investment-type property (including certain 
residential rental property for family units as described in Section 148(b )(2)(E) in the case of any 
bond other than a Private Activity Bond). Investment Property includes a Tax-Exempt Obligation 
that is a '·specified private activity bond" as defined in Section 57(a)(5)(C), but does not include 
other Tax-Exempt Obligations. 

"Issuance Costs" means costs to the extent incurred in connection with, and 
allocable to, the issuance of an issue, and includes underwriter's compensation withheld from the 
Issue Price. counsel fees, financial advisory fees, rating agency fees, trustee fees, paying agent fees, 
bond registrar. certification and authentication fees, accounting fees, printing costs for bonds and 
offering documents, public approval process costs, engineering and feasibility study costs, 
guarantee fees other than for a Qualified Guarantee and similar costs. but does not include fees 
charged by the Issuer. 

"Issuance Date" means the date of physical delivery of an issue by the Issuer in 
exchange for the purchase price of the issue. 

"Issue Price" means in the circumstances applicable to an issue: 

(1) Public Offering. In the case of obligations actually offered to the 
general public in a bona fide public offering at the initial offering price for each 
maturity set forth in the certificate of the underwriter or placement agent attached to 
the Tax Compliance Certificate of the Issuer, the aggregate of the initial offering 
price for each maturity (including any Pre-Issuance Accrued Interest and original 
issue premium, but excluding any original issue discount), which price is not more 
than the fair market value thereof as of the Sale Date, and at which initial offering 
price not less than 10% ofthe principal amount of each maturity, as of the Sale Date, 
was sold or reasonably expected to be sold (other than to bond houses, brokers or 
other intermediaries). In the case of publicly offered obligations that are not 
described in the preceding sentence, Issue Price means the aggregate of the initial 
offering price to the public of each maturity set forth in the certificate of the 
underwriter or placement agent attached to the Tax Compliance Certificate of the 
Issuer, which price is not more than the fair market value thereof as of the Sale Date, 
and at which initial offering price not less than 1 0% of the principal amount of each 
maturity was sold to the public. 

(2) Private Placement. In the case of obligations sold by private 
placement, the aggregate of the prices (including any Pre-Issuance Accrued Interest 
and original issue premium, but excluding any original issue discount) paid to the 
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Issuer by the first purchaser( s) (other than bond houses, brokers or other 
intermediaries). 

"Minor Portion" means an amount equal to the lesser of$100,000 or 5% ofthe Sale 
Proceeds of an issue. 

"Multipurpose Issue" means an issue the bonds of which are allocable to two or 
more separate governmental purposes within the meaning of Regulations § 1.148-9(h). 

"Net Proceeds" means the Sale Proceeds of an issue less the portion thereof, if any, 
deposited in a reasonably required reserve or replacement fund for the issue. 

"Net Sale Proceeds" means the Sale Proceeds of an issue less the portion thereof, if 
any, deposited in a reasonably required reserve or replacement fund for the issue and the portion 
invested as a part of a Minor Portion for the issue. 

"New Money Issue" means an issue that is not a Refunding Issue. 

"New Money Portion" means that portion of a Multipurpose Issue other than the 
Refunding Portion. 

"Nonpurpose Investments" means any Investment Property that is acquired with 
Gross Proceeds as an investment and not in carrying out any governmental purpose of an issue. 
"Nonpurpose Investments" does not include any investment that is not regarded as "investment 
property" or a "nonpurpose investment" for the particular purposes of Section 148 (such as certain 
investments in U.S. Treasury obligations in the State and Local Government Series and certain 
temporary investments), but does include any other investment that is a "nonpurpose investment" 
within the applicable meaning of Section 148. 

"Placed in Service" means the date on which, based on all the facts and 
circumstances, a facility has reached a degree of completion that would permit its operation at 
substantially its design level and the facility is, in fact, in operation at such level. 

"Pre-Issuance Accrued Interest" means interest on an obligation that accrued for a 
period not greater than one year before its Issuance Date and that will be paid within one year after 
such Issuance Date. 

"Preliminary Expenditures" means any Capital Expenditures that are "preliminary 
expenditures" within the meaning of Regulations § 1.150-2(f)(2), i.e., architectural, engineering, 
surveying, soil testing, reimbursement bond issuance, and similar costs that are incurred prior to 
commencement of acquisition, construction, or rehabilitation of a project other than land 
acquisition, site preparation, and similar costs incident to commencement of construction. The 
aggregate amount of Preliminary Expenditures may not exceed 20% of the aggregate Issue Price of 
the issue or issues that financed or are reasonably expected to finance the project for which such 
Preliminary Expenditures are or were incurred. 
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"Prior Issue" means an issue of obligations all or a portion of the Debt Service on 
which is paid or provided for with Proceeds of a Refunding Issue. The Prior Issue may be a 
Refunding Issue. 

"Private Activity Bond" means (a) obligations of an issue more than 10% of the 
Proceeds of which, directly or indirectly. are or are to be used for a Private Business Use and more 
than 10% of the Debt Service on which. directly or indirectly, is· or is to be paid from or secured by 
payments with respect to property, or secured by property, used for a Private Business Use, or (b) 
obligations of an issue, the Proceeds of which are or are to be used to make or finance loans to any 
Private Person that, in the aggregate. exceed the lesser of 5% of such Proceeds or $5,000,000. In 
the event of Unrelated or Disproportionate Use, the tests in (a) shall be applied by substituting 5% 
for 1 0% each place the latter term is used. 

"Private Business Use" means use (directly or indirectly) in a trade or business 
carried on by any Private Person other than use as a member of, and on the same basis as, the 
general public. Any activity carried on by a Private Person (other than a natural person) shall be 
treated as a trade or business. In the case of a Qualified 501(c)(3) Bond, Private Business Use 
excludes use by a 501(c)(3) Organization that is not an unrelated trade or business activity by such 
50l(c)(3) Organization within the meaning of Section 513(a). 

"Private Person" means any natural person or any artificial person, including a 
corporation, partnership, trust or other entity, other than a Governmental Unit. "Private Person" 
includes the United States and any agency or instrumentality of the United States. 

"Proceeds" means any Sale Proceeds, Investment Proceeds, and Transferred Proceeds 
of an issue. "Proceeds" does not include Replacement Proceeds. 

"Qualified Administrative Costs" means reasonable direct administrative costs (other 
than carrying costs) such as separately stated brokerage or selling commissions, but not legal and 
accounting fees, recordkeeping, custody and similar costs. General overhead costs and similar 
indirect costs of the Issuer such as employee salaries and office expenses and costs associated with 
computing the Rebate Amount are not Qualified Administrative Costs. 

"Qualified 501(c)(3) Bonds" means an issue of obligations that satisfies the 
requirements of Section 145( a). 

"Qualified Guarantee" means any guarantee of an obligation that constitutes a 
"qualified guarantee" within the meaning ofRegulations §1.148-4(f). 

"Qualified Hedge" means a Hedge that is a "qualified hedge" within the meaning of 
Regulations § 1.148-4(h)(2). 

"Rebate Amount" means the excess of the future value, as of any date, of all receipts 
on Nonpurpose Investments acquired with Gross Proceeds of an issue over the future value, as of 
that date, of all payments on those Nonpurpose Investments, computed in accordance with Section 
148(f) and Regulations §1.148-3. 
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"Refunded Bonds" means obligations of a Prior Issue the Debt Service on which is 
or is to be paid from Proceeds of a Refunding Issue. 

"Refunding Bonds" means obligations of a Refunding Issue. 

"Refunding Issue" means an issue the Proceeds of which are or are to be used to pay 
Debt Service on Refunded Bonds and includes Issuance Costs, Pre-Issuance Accrued Interest or 
permitted capitalized interest, a reasonably required reserve or replacement fund and similar costs of 
the Refunding Issue. 

"Refunding Escrow" means one or more funds established as part of a single 
transaction. or a series of related transactions, containing Proceeds of a Refunding Issue and any 
other amounts to be used to pay Debt Service on Refunded Bonds of one or more issues. 

"Refunding Portion" means that portion of a Multipurpose Issue the Proceeds of 
which are, or are to be, used to pay Debt Service on Refunded Bonds and includes Issuance Costs, 
Pre-Issuance Accrued Interest or permitted capitalized interest, a reasonably required reserve or 
replacement fund and similar costs properly allocable to the Refunding Portion. 

"Regulations" or "Reg." means Treasury Regulations. 

"Reimbursement Allocation" means an allocation of the Proceeds of an issue for the 
Reimbursement of Prior Capital Expenditures, other than Preliminary Expenditures, that meets each 
of the following requirements: (a) is evidenced on the books or records of the Issuer maintained 
with respect to the issue, (b) the allocation entry identifies either actual prior Capital Expenditures, 
or the fund or account from which the prior Capital Expenditures were paid, and (c) evidences the 
Issuer' s use of Proceeds of the issue to reimburse a Capital Expenditure for a governmental purpose 
that was originally paid from a source other than the Proceeds of the issue. 

"Reimbursement of Prior Capital Expenditures" means a Reimbursement 
Allocation of Proceeds of the Issue to a Capital Expenditure paid prior to the Issuance Date of such 
Issue, that satisfies the following requirements: (a) the Capital Expenditure was paid after 
March 1, 1992; (b) prior to, or within 60 days after, payment of the Capital Expenditure (except 
Preliminary Expenditures), the Issuer adopted an official intent for the Capital Expenditure that 
satisfies Regulations §1.150-2(e); and (c) except for Preliminary Expenditures, the Reimbursement 
Allocation occurs or will occur within 18 months after the later of the date the Capital Expenditure 
was paid or the date the project resulting from such Capital Expenditure was Placed in Service or 
abandoned, but in no event more than 3 years after the Capital Expenditure was paid. 

"Related Party" means, in reference to a Governmental Unit or 501(c)(3) 
Organization, any member of the same Controlled Group and, in reference to any person that is not 
a Governmental Unit or 501(c)(3) Organization, a "related person" as defined in Section 144(a)(3) 
ofthe Code. 
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"Replacement Proceeds'' means, with respect to an issue, amounts (including any 
investment income, but excluding any Proceeds of any issue) replaced by Proceeds of that issue 
within the meaning of Section 148(a)(2). "Replacement Proceeds" includes amounts, other than 
Proceeds. held in a sinking fund, pledged fund or reserve or replacement fund for an issue. 

"Sale Date" means, with respect to an issue, the first date on which there is a binding 
contract in writing with the Issuer for the sale and purchase of an issue (or of respective obligations 
of the issue if sold by the Issuer on different dates) on specific terms that are not later modified or 
adjusted in any material respect. 

"Sale Proceeds" means that portion of the Issue Price actually or constructively 
received by the Issuer upon the sale or other disposition of an issue, including any underwriter's 
compensation withheld from the Issue Price, but excluding Pre-Issuance Accrued Interest. 

"Spendable Proceeds" means the Net Sale Proceeds of an issue. 

"Tax-Exempt Obligation" means any obligation or issue of obligations (including 
bonds. notes and lease obligations treated for federal income tax purposes as evidences of 
indebtedness) the interest on which is excluded from gross income for federal income tax purposes 
within the meaning of Section 150, and includes any obligation or any investment treated as a 
"tax-exempt bond" for the applicable purpose of Section I 48. 

"Tax-Exempt Organization" means a Governmental Unit or a 501(c)(3) 
Organization. 

"Temporary Period" means the period of time, as set forth in the Tax Compliance 
Certificate, applicable to particular categories of Proceeds of an issue during which such category of 
Proceeds may be invested in Higher Yielding Investments without the issue being treated as 
arbitrage bonds under Section 148. 

"Transferred Proceeds" means that portion of the Proceeds of an issue (including 
any Transferred Proceeds ofthat issue) that remains unexpended at the time that any portion of the 
principal of the Refunded Bonds of that issue is discharged with the Proceeds of a Refunding Issue 
and that thereupon becomes Proceeds of the Refunding Issue as provided in Regulations 
§ 1.148-9(b ). "Transferred Proceeds" does not include any Replacement Proceeds. 

"Unrelated or Disproportionate Use" means Private Business Use that is not related 
to or is disproportionate to use by a Governmental Unit within the meaning of Section 141(b)(3) and 
Regulations § 1.141-9. 

"Variable Yield Issue" means any Issue that is not a Fixed Yield Issue. 

"Working Capital Expenditures" means any costs of a type that do not constitute 
Capital Expenditures, including current operating expenses. 
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"Yield" has the meaning assigned to it for purposes of Section 148 of the Code, and 
means that discount rate (stated as an annual percentage) that, when used in computing the present 
worth of all applicable unconditionally payable payments of Debt Service, all payments for a 
Qualified Guarantee, if any, and all payments and receipts with respect to a Qualified Hedge, if any, 
paid and to be paid with respect to an obligation (paid and to be paid during and attributable to the 
Yield Period in the case of a Variable Yield Issue), produces an amount equal to (a) the Issue Price 
in the case of a Fixed Yield Issue or the present value ofthe Issue Price at the commencement of the 
applicable Yield Period in the case of a Variable Yield Issue, or (b) the purchase price for yield 
purposes in the case of Investment Property. all subject to the applicable methods of computation 
provided for under Section 148, including variations fr.om the foregoing. The Yield on Investment 
Property in which Proceeds or Replacement Proceeds of an issue are invested is computed on a 
basis consistent with the computation of Yield on that issue, including the same compounding 
interval of not more than one year selected by the Issuer. 

"Yield Period" means. in the case of the first Yield Period, the period that 
commences on the Issuance Date and ends at the close of business on the first Computation Date 
and, in the case of each succeeding Yield Period, the period that begins immediately after the end of 
the immediately preceding Yield Period and ends at the close of business on the next succeeding 
Computation Date. 

The terms "bond", "obligation", "reasonably required reserve or replacement fund", 
"reserve or replacement fund", "loan", "sinking fund", "pwpose investment", "same plan of 
financing", "other replacement proceeds", and other terms relating to Code provisions used but not 
defined in this Certificate shall have the meanings given to them for purposes of Sections 103 and 
141 to 150 unless the context indicates another meaning. 

(End of Attachment A) 
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ATTACHMENT A-1 
to 

Tax Compliance Certificate of Local Borrower 

INSTRUCTIONS FOR COMPLIANCE WITH REBATE 
REQUIREMENTS OF SECTION 148(±) OF THE CODE. 

The Issuer covenanted in the Loan Agreement and Tax Compliance Certificate to 
comply with the arbitrage rebate requirement of Section 148(f) of the Code. These Instructions 
provide guidance for that compliance. including the spending exceptions that free the Issue from all 
or part of the rebate requirements. 

PART I: GENERAL 

SECTION 1.01. REBATE GENERALLY. 

The Rebate Amount1 with respect to the Issue must be paid (rebated) to the United 
States to prevent the bonds of the Issue from being arbitrage bonds, the interest on which is subject 
to federal income tax. In general, the Rebate Amount is the amount by which the actual earnings on 
Nonpurpose Investments purchased (or deemed to have been purchased) with Gross Proceeds ofthe 
Issue exceed the amount of earnings that would have been received if those Nonpurpose 
Investments had a Yield equal to the Yield on the Issue.2 

Stated differently, the Rebate Amount for the Issue as of any date is the excess of the 
Future Value, as of that date, of all Receipts on Nonpurpose Investments over the Future Value, as 
of that date, of all Payments on Nonpurpose Investments, computed using the Yield on the Issue as 
the Future Value rate. 3 

If the Issue is a Fixed Yield Issue, the Yield on the Issue generally is the Yield to 
maturity, taking into account mandatory redemptions prior to maturity. If the Issue is a Variable 
Yield Issue, the Yield on the Issue is computed separately for each Yield Period selected by the 
Issuer. 

SECTION 1.02. SPECIAL DEFINITIONS. 

1. Capitalized terms that are not defmed in these Instructions are defmed in Attachment A to the Tax Compliance 
Certificate of the Issuer. 

Amounts earned on the Bona Fide Debt Service Fund for the Issue are not taken into account in determining the 
Rebate Amount since none of the obligations of the Issue are Private Activity Bonds, the rates of interest on the 
Issue do not vary and the average maturity of the Issue is at least 5 years. 

The scope of these Instructions does not permit a detailed description of the computation of the Rebate Amount 
with respect to the Issue. If you need assistance in computing the Rebate Amount on the Issue, please contact 
your bond counsel. 
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For purposes of these Instructions, the following terms shall have the following 
meanings. 

"Available Construction Proceeds" means an amount equal to (a) the sum of (i) 
the Issue Price of the issue, (ii) Investment Proceeds on that Issue Price, (iii) earnings on any 
reasonably required reserve or replacement fund allocated to the issue not funded from the Issue 
Price, and (iv) Investment Proceeds and earnings on (ii) and (iii), (b) reduced by the portions, if any, 
of the Issue Price of the issue (i) attributable to Pre-Issuance Accrued Interest and earnings thereon, 
(ii) allocated to the Underwriter's discount, (iii) used to pay other Issuance Costs of the issue, and 
(iv) deposited in a reasonably required reserve or replacement fund allocated to the issue. Available 
Construction Proceeds do not include Investment Proceeds or earnings on a reasonably required 
reserve or replacement fund allocated to the issue for any period after the earlier of (a) the close of 
the 2-year period that begins on the Issuance Date or (b) the date the construction of the Projects 
financed by the issue is substantially completed. If the issue consists of a New Money Portion and a 
Refunding Portion and the New Money Portion is a Construction Issue, this definition shall be 
applied by substituting "New Money Portion" for "issue" each place the latter term appears. If the 
issue or the New Money Portion, as applicable, is not a Construction Issue, and the Issuer makes the 
election under Regulations §1.148-70)(1) and Section 148(f)(4)(C)(v) to treat the issue or the New 
Money Portion as two separate issues consisting of the Construction Portion and the 
Nonconstruction Portion, this definition shall be applied by substituting "Construction Portion" for 
"issue" each place the latter term appears. 

"Bifurcated Issue" means a New Money Issue or the New Money Portion of a 
Multipurpose Issue that the Issuer, pursuant to Section 148(f)(4)(C)(v) and Regulations §1.148-70), 
has elected in its Tax Compliance Certificate to bifurcate into a Construction Portion and a 
Nonconstruction Portion. 

"Bond Counsel's Opinion" means an opinion or opinions of a nationally recognized 
bond counsel firm whose opinion is given with respect to the Issue when issued, or its successors or 
other nationally recognized bond counsel appointed by the Issuer. 

"Bond Year" means the annual period relevant to the application of Section 148(f) to 
the issue, except that the first and last Bond Years may be less than 12 months long. The last day of 
a Bond Year shall be the close of business on the day preceding the anniversary of the Issuance 
Date of the issue unless the Issuer selects another date on which to end a Bond Year in the manner 
permitted by the Code. 

"Computation Date" means each date on which the Rebate Amount for an issue is 
required to be computed under Regulations § 1.148-3( e). In the case of a Fixed Yield Issue, the first 
Computation Date shall not be later than 5 years after the Issuance Date of the issue. Subsequent 
Computation Dates shall be not later than 5 years after the immediately preceding Computation 
Date for which an installment payment of the Rebate Amount was paid. In the case of a Variable 
Yield Issue, the first Computation Date shall be the last day of any Bond Year irrevocably selected 
by the Issuer ending on or before the fifth anniversary of the Issuance Date of such issue and 
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subsequent Computation Dates shall be the last day of each Bond Year thereafter or each fifth Bond 
Year thereafter, whichever is irrevocably selected by the Issuer after the first date on which any 
portion of the Rebate Amount is required to be paid to the United States. The final Computation 
Date is the date an issue is retired. 

"Construction Expenditures" means Capital Expenditures allocable to the cost of 
real property (including the construction or making of improvements to real property, but excluding 
acquisitions of interests in land or other existing real property) or constructed personal property 
within the meaning ofRegulations §1.148-7(g). 

"Construction Issue" means an issue at least 75 percent of the Available 
Construction Proceeds of which are to be used for Construction Expenditures with respect to 
property which is or is to be owned by a Governmental Unit or a 501(c)(3) Organization. If an 
election has been made in the Issuer's Tax Compliance Certificate to bifurcate an issue or the New 
Money Portion, the Construction Portion (i.e., that portion of the issue or the New Money Portion 
which satisfies the 75 percent test stated in the preceding sentence and which finances 100% ofthe 
Construction Expenditures) is treated as the Construction Issue and the balance of the issue or the 
New Money Portion is treated as the Nonconstruction Portion. 

"Fixed Yield Issue" means an issue of obligations the Yield on which is fixed and 
determinable on the Issuance Date. 

"Future Value" means the value of a Payment or Receipt at the end of a period 
determined using the economic accrual method as the value of that Payment or Receipt when it is 
paid or received (or treated as paid or received), plus interest assumed to be earned and compounded 
over the period at a rate equal to the Yield on the Issue, using the same compounding interval and 
financial conventions that were used to compute that Yield. 

"Guaranteed Investment Contract" means any Nonpurpose Investment that has 
specifically negotiated withdrawal or retirement provisions and a specifically negotiated interest rate 
and any agreement to supply investments on two or more future dates ~' a forward supply 
contract). 

"Multipurpose Issue" means an issue that consists of a Refunding Portion and a New 
Money Portion. 

"Payment" means payments actually or constructively made to acquire Nonpurpose 
Investments, as specified in Regulations § 1.148-3( d)(l )i) through (v). 

"Qualified Administrative Costs" means the reasonable, direct administrative costs, 
other than carrying costs, of purchasing or selling Nonpurpose Investments such as separately stated 
brokerage or selling commissions. Qualified Administrative Costs do not include legal and 
accounting fees, recordkeeping, custody, and similar costs, general overhead costs and similar 
indirect costs of the Issuer such as employee salaries and office expenses and costs associated with 
computing the Rebate Amount. In general, Qualified Administrative Costs are not reasonable 
unless they are comparable to administrative costs that would be charged for the same investment or 
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a reasonably comparable investment if acquired with a source of funds other than Gross Proceeds of 
Tax-Exempt Obligations. 

"Reasonable Retainage" means an amount not to exceed 5% of the Net Sale 
Proceeds of the Issue, that is retained for reasonable business purposes relating to the property 
financed with Proceeds of the Issue. For example. Reasonable Retainage may include a retention to 
ensure or promote compliance with a construction contract in circumstances in which the retained 
amount is not yet payable, or in which the Issuer reasonably determines that a dispute exists 
regarding completion or payment. 

"Rebate Analyst'. means an independent individual, firm or entity experienced in the 
computation of the Rebate Amount pursuant to Section 148(f) of the Code. 

"Receipt" means amounts actually or constructively received from Nonpurpose 
Investments as specified in Regulations § 1.148-3( d)(2)(i) through (iii). 

"Variable Yield Issue" means any issue that is not a Fixed Yield Issue. 

"Yield Period" means, in the case of the first Yield Period, the period that 
commences on the Issuance Date and ends at the close of business on the first Computation Date 
and, in the case of each succeeding Yield Period, the period that begins immediately after the end of 
the immediately preceding Yield Period and ends at the close of business on the next succeeding 
Computation Date. 

PART II: EXCEPTIONS TO REBATE 

SECTION 2.01. SPENDING EXCEPTIONS. 

The rebate requirements with respect to the Issue are deemed to have been satisfied 
if any one of three spending exceptions (the 6-Month, the 18-Month, or the 2-Year Spending 
Exception, collectively, the "Spending Exceptions") is satisfied. The Spending Exceptions are each 
independent exceptions. The Issue need not meet the requirements of any other exception in order 
to use any one of the three exceptions. For example, a Construction Issue may qualifY for the 
6-Month Spending Exception or the 18-Month Spending Exception even though the Issuer makes 
one or more elections under the 2-Year Exception with respect to the Issue. 

The following rules apply for purposes of all of the Spending Exceptions except as 
otherwise noted. 

Refunding Issues. The only spending exception available for a Refunding Issue 4 is 
the 6-Month Spending Exception. 

4. For purposes of these Instructions, references to "Refunding Issue" include the Refunding Portion of a 
Multipurpose Issue. 
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Special Transferred Proceeds Rules. In applying the Spending Exceptions to a 
Refunding Issue, unspent Proceeds of the Prior Issue that become Transferred Proceeds of the 
Refunding Issue are ignored. If the Prior Issue satisfies one of the rebate Spending Exceptions, the 
Proceeds of the Prior Issue that are excepted from rebate under that exception are not subject to 
rebate either as Proceeds of the Prior Issue or as Transferred Proceeds of the Refunding Issue. 

However, if the Prior Issue does not satisfy any of the Spending Exceptions and is 
not otherwise exempt from rebate, the Transferred Proceeds from the Prior Issue will be subject to 
rebate, even if the Refunding Issue satisfies the 6-Month Spending Exception. The Rebate Amount 
will be calculated on the Transferred Proceeds on the basis of the Yield of the Prior Issue up to each 
transfer date and on the basis of the Yield of the Refunding Issue after each transfer date. 

Application of Spending Exceptions to a Multipurpose Issue. If the Issue is a 
Multipurpose Issue, the Refunding Portion and the New Money Portion are treated for purposes of 
the rebate Spending Exceptions as separate issues. Thus, the Refunding Portion is eligible to use 
only the 6-Month Spending Exception. The New Money Portion is eligible to use any of the three 
Spending Exceptions. 

Expenditures for Governmental Purposes of the Issue. Each of the spending 
exceptions requires that expenditures of Gross Proceeds be for the governmental purposes of the 
Issue. These purposes include payment of interest (but not principal) on the Issue. 

SECTION 2.02. 6-MONTH SPENDING EXCEPTION. 

The Issue will be treated as satisfying the rebate requirements if all of the Gross 
Proceeds of the Issue are allocated to expenditures for the governmental purposes of the Issue 
within the 6-month period beginning on the Issuance Date and the Rebate Amount, if any, with 
respect to earnings on amounts deposited in a reasonably required reserve or replacement fund or a 
Bona Fide Debt Service Fund if and to the extent that such Fund is subject to rebate (see footnote 3) 
is timely paid to the United States. If no bond of the Issue is a Private Activity Bond (other than a 
Qualified 501(c)(3) Bond) or a tax or revenue anticipation bond, the 6-month period is extended for 
an additional 6 months if the unexpended Gross Proceeds of the Issue at the end of the 6-month 
period do not exceed the lesser of 5% of the Proceeds of the Issue or $100,000. 

For purposes of the 6-Month Spending Exception, Gross Proceeds required to be 
spent within 6 months do not include amounts in a reasonably required reserve or replacement fund 
for the Issue or in a Bona Fide Debt Service Fund for the Issue. 

A-1-5 



SECTION 2.03. 18-MONTH SPENDING EXCEPTION. 

The Issue (or the New Money Portion if the Issue is a Multipurpose Issue) is treated 
as satisfying: the rebate requirement if the conditions set forth in (A), (B) and (C) are satisfied. 

{A) All of the Gross Proceeds of the Issue (excluding amounts in a reasonably 
required reserve or replacement fund for the Issue or in a Bona Fide Debt Service Fund for the 
Issue) are allocated to expenditures for the g:overmnental purposes of the Issue in accordance with 
the following schedule, measured from the Issuance Date: 

( 1 ) at least 15% within 6 months; 

(2) at least 60% within 12 months; and 

(3) 100% within 18 months. subject to the Reasonable Retainage 
exception described below. 

(B) The Rebate Amount, if any, with respect to earnings on amounts deposited in a 
reasonably required reserve or replacement fund or in a Bona Fide Debt Service Fund for the Issue, 
to the extent such Fund is subject to rebate (see footnote 3), is timely paid to the United States. 
And, 

(C) The Gross Proceeds of the Issue qualify for the initial3-year Temporary Period. 

If the only unspent Gross Proceeds at the end of the 18th month are Reasonable 
Retainage, the requirement that 100% of the Gross Proceeds be spent by the end of the 18th month 
is treated as met if the Reasonable Retainage, and all earnings thereon, are spent for the 
govermnental purposes of the Issue within 30 months of the Issuance Date. 

For purposes of determining whether the spend-down requirements have been met 
as of the end of each of the first two spending periods, the amount of Investment Proceeds that the 
Issuer reasonably expects as of the Issuance Date to earn on the Sale Proceeds and Investment 
Proceeds of the Issue during the 18-month period are included in Gross Proceeds of the Issue. The 
final spend-down requirement includes actual Investment Proceeds for the entire 18 months. 

The 18-Month Spending Exception does not apply to the Issue (or the New Money 
Portion, as applicable) if any portion of the Issue (or New Money Portion) is treated as meeting the 
rebate requirement under the 2-Year Spending Exception discussed below. This rule prohibits use 
of the 18-Month Spending Exception for the Nonconstruction Portion of a Bifurcated Issue. The 
only Spending Exception available for the Nonconstruction Portion of a Bifurcated Issue is the 
6-Month Spending Exception. 
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SECTION 2.04. 2-YEAR SPENDING EXCEPTION FOR CERTAIN CONSTRUCTION 
ISSUES. 

(A) In general. A Construction Issue no bond of which is a Private Activity Bond 
(other than a Qualified 501(c)(3) Bond or a Bond that finances property to be owned by a 
Governmental Unit or a 50 I ( c )(3) Organization) is treated as satisfying the rebate requirement if the 
Available Construction Proceeds of the Issue are allocated to expenditures for the governmental 
purposes of the Issue in accordance with the following schedule, measured from the Issuance Date: 

(1 ) at least 10% within 6 months; 

(2) at least 45% within 1 year; 

(3) at least 75% within 18 months; and 

( 4) I 00% within 2 years, subject to the Reasonable Retainage exception 
described below. 

Amounts in a Bona Fide Debt Service Fund or a reasonably required reserve or 
replacement fund for the Issue are not treated as Gross Proceeds for purposes of the expenditure 
requirements. However, unless the Issuer has elected otherwise in the Tax Compliance Certificate, 
earnings on amounts in a reasonably required reserve or replacement fund for the Issue are treated 
as Available Construction Funds during the 2-year period and therefore must be allocated to 
expenditures for the governmental purposes of the Issue. 

If the Issuer elected in the Tax Compliance Certificate to exclude from Available 
Construction Proceeds the Investment Proceeds or earnings on a reasonably required reserve or 
replacement fund for the Issue during the 2-year spend-down period, the Rebate Amount, if any, 
with respect to such Investment Proceeds or earnings from the Issuance Date must be timely paid to 
the United States. If the election is not made, the Rebate Amount, if any, with respect to such 
Investment Proceeds or earnings after the earlier of the date construction is substantially completed 
or 2 years after the Issuance Date must be timely paid to the United States. The Rebate Amount, if 
any, with respect to earnings on amounts in a Bona Fide Debt Service Fund must be timely paid to 
the extent such Fund is subject to the rebate requirements (see footnote 3). 

The Issue does not fail to satisfy the spending requirement for the fourth spend-down 
period (g., I 00% within 2 years of the Issuance Date) if the only unspent Available Construction 
Proceeds are amounts for Reasonable Retainage if such amounts (together with all earnings on such 
amounts) are allocated to expenditures within 3 years of the Issuance Date. 

For purposes of determining whether the spend-down requirements have been met as of 
the end of each of the first 3 spend-down periods, Available Construction Proceeds include the 
amount of Investment Proceeds or earnings that the Issuer reasonably expected as of the Issuance 
Date to earn during the 2-year period. For purposes of satisfying the final spend-down requirement, 
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Available Construction Proceeds include actual Investment Proceeds or earnings from the Issuance 
Date through the end of the 2-year period. 

Available Construction Proceeds do not include Gross Proceeds used to pay Issuance 
Costs fmanced by the Issue, but do include earnings on such Proceeds. Thus, an expenditure of 
Gross Proceeds to pay Issuance Costs does not count toward meeting the spend-down requirements, 
but expenditures of earnings on such Gross Proceeds to pay Issuance Costs do count. 

(B) 1 ~% penalty in lieu of rebate for Construction Issues. If the Issuer elected in 
the Tax Compliance Certificate for a Construction Issue. or for the Construction Portion of a 
Bifurcated Issue, to pay a 1 ~% penalty in lieu of the Rebate Amount on Available Construction 
Proceeds in the event that the Construction Issue fails to satisfy any of the spend-down 
requirements, the 1 ~%penalty is calculated separately for each spend-down period, including each 
semi-annual period after the end of the fourth spend-down period until all Available Construction 
Proceeds have been spent. The penalty is equal to 0.015 times the underexpended Proceeds as of 
the end of the applicable spend-down period. The fact that no arbitrage is in fact earned during such 
spend-down period is not relevant. The Rebate Amount with respect to Gross Proceeds other than 
Available Construction Proceeds ~. amounts in a reasonably required reserve or replacement 
fund or in a Bona Fide Debt Service Fund, to the extent subject to rebate (see footnote 3)) must be 
timely paid. 

PART III: COMPUTATION AND PAYMENT. 

SECTION 3.01. COMPUTATION AND PAYMENT OF REBATE AMOUNT. 

If none of the Spending Exceptions described above is satisfied (and if the 1-1/2% 
penalty election for a Construction Issue or the Construction Portion of a Bifurcated Issue has not 
been made), then within 45 days after each Computation Date, the Issuer shall compute, or cause to 
be computed, the Rebate Amount as of such Computation Date. The first Computation Date is a 
date selected by the Issuer, but shall be not later than 5 years after the Issuance Date. Each 
subsequent Computation Date shall end 5 years after the previous Computation Date except that, in 
a Variable Yield Issue, the Issuer may select annual Yield Periods. The final Computation Date 
shall be the date the last obligation of the Issue matures or is finally discharged. 

Within 60 days after each Computation Date (except the final Computation Date), the 
Issuer shall pay to the United States not less than 90% of the Rebate Amount, if any, computed as of 
such Computation Date. Within 60 days after the fmal Computation Date, the Issuer shall pay to the 
United States 100% of the Rebate Amount, if any, computed as of the final Computation Date. In 
computing the Rebate Amount, a computation credit of $1 ,000 may be taken into account on the 
last day of each Bond Year to the Computation Date during which there are unspent Gross Proceeds 
that are subject to the rebate requirement, and on the final maturity date. 

If the operative documents pertaining to the Issue establish a Rebate Fund and require 
the computation of the Rebate Amount at the end of each Bond Year, the Issuer shall calculate, or 
cause to be calculated, within 45 days after the end of each Bond Year the Rebate Amount, taking 
into account the computation credit of $1,000 for each Bond Year. Within 50 days after the end of 
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each Bond Year, if the Rebate Amount is positive, the Issuer shall deposit in the Rebate Fund such 
amount as will cause the amount on deposit therein to equal the Rebate Amount, and may withdraw 
any amount on deposit in the Rebate Fund in excess of the Rebate Amount. Payments of the Rebate 
Amount to the Internal Revenue Service on a Computation Date shall be made first from amounts 
on deposit in the Rebate Fund and second from other amounts specified in the operative documents. 

Each payment of the Rebate Amount or portion thereof shall be payable to the Internal 
Revenue Service and shall be made to the Internal Revenue Service Center, Ogden, UT 84201 by 
certified mail. Each payment shall be accompanied by Internal Revenue Service Form 8038-T and 
any other form or forms required to be submitted with such remittance. 

SECTION 3.02. BOOKS AND RECORDS. 

(A) The Issuer or Trustee, as applicable, shall keep proper books of record and 
accounts containing complete and correct entries of all transactions relating to the receipt, 
investment, disbursement, allocation and application of the Gross Proceeds of the Issue. Such 
records shall specify the account or fund to which each Nonpurpose Investment (or portion thereof) 
held by the Issuer or Trustee is to be allocated and shall set forth as to each Nonpurpose Investment 
(1) its purchase price, (2) identifying information, including par amount, interest rate, and payments 
dates, (3) the amount received at maturity or its sales price, as the case may be, including accrued 
interest, (4) the amounts and dates of any payments made with respect thereto, and (5) the dates of 
acquisition and disposition or maturity. 

The Issuer, Trustee, or Rebate Analyst, as applicable, shall retain the records of all 
calculations and payments of the Rebate Amount until six years after the retirement of the last 
obligation that is a part of the Issue. 

SECTION 3.03. FAIR MARKET VALUE. 

No Nonpurpose Investment shall be acquired for an amount in excess of its fair 
market value. No Nonpurpose Investment shall be sold or otherwise disposed of for an amount less 
than its fair market value. 

The fair market value of any Nonpurpose Investment shall be the price at which a 
willing buyer would purchase the Nonpurpose Investment from a willing seller in an arms-length 
transaction. Fair market value generally is determined on the date on which a contract to purchase 
or sell the Nonpurpose Investment becomes binding (i.e., the trade date rather than the settlement 
date). Except as otherwise provided in this Section, a Nonpurpose Investment that is not of a type 
traded on an established securities market (within the meaning of Section 1273 of the Code) is 
rebuttably presumed to be acquired or disposed of for a price that is not equal to its fair market 
value. 

(A) Obligations purchased directly from the Treasury. The fair market value of a 
United States Treasury obligation that is purchased directly from the United States Treasury is its 
purchase price. 
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(B) Safe harbor for Guaranteed Investment Contracts. The purchase price of a 
Guaranteed Investment Contract shall be treated as its fair market value on the purchase date if all 
the following conditions are met: 

( 1 ) The Issuer or broker makes a bona fide solicitation for a specified 
Guaranteed Investment Contract and receives at least three bona fide bids from reasonably 
competitive providers (of Guaranteed Investment Contracts) that have no material fmancial 
interest in the Issue. 

(2) The Issuer purchases the highest-yielding Guaranteed Investment Contract 
for which a qualifying bid is made (determined net ofbroker' s fees); 

(3) The Yield on the Guaranteed Investment Contract (determined net of 
broker's fees) is not less than the Yield then available from the provider on reasonably 
comparable Guaranteed Investment Contracts, if any, offered to other persons from a source 
of funds other than Gross Proceeds of Tax-Exempt Obligations; 

( 4) The determination of the terms of the Guaranteed Investment Contract takes 
into account as a significant factor the Issuer's reasonably expected drawdown schedule for 
the amounts to be invested, exclusive of amounts deposited in a Bona Fide Debt Service 
Fund and a reasonably required reserve or replacement fund; 

(5) The terms of the Guaranteed Investment Contract, including collateral 
security requirements, are reasonable; and 

(6) The obligor on the Guaranteed Investment Contract certifies the 
administrative costs that it is paying (or expects to pay) to third parties in connection with 
the Guaranteed Investment Contract. 

(C) Safe harbor for certificates of deposit. The purchase price of a certificate of 
deposit shall be treated as its fair market value on the purchase date if all of the following 
requirements are met: 

(1) The certificate of deposit has a fixed interest rate, a fixed payment schedule, 
and a substantial penalty for early withdrawal; and 

(2) The Yield on the certificate of deposit is not less than (a) the Yield on 
reasonably comparable direct obligations of the United States, or (b) the highest Yield that is 
published or posted by the provider to be currently available from the provider on 
reasonably comparable certificates of deposit offered to the public. 

Certificates evidencing the foregoing requirements should be obtained before 
purchasing any Guaranteed Investment Contract or certificate of deposit. 
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SECTION 3.04. CONSTRUCTIVE SALE/PURCHASE. 

(A) Nonpurpose Investments that are held by the Issuer or Trustee as of any 
Computation Date (or Bond Year if the computations are required to be done 
annually) shall be treated for purposes of computing the Rebate Amount as of 
such date as having been sold for their fair market value as of such date. 
Investment Property which becomes allocated to Gross Proceeds of the Issue on 
a date after such Investment Property has actually been purchased shall be 
treated for purposes of the rebate requirements as having been purchased by the 
Issuer on such date of allocation at its fair market value on such date. 

(B) For purposes of constructive or deemed sales or purchases of Investment 
Property (other than Investment Property in the Escrow Fund or that is 
otherwise not invested for a Temporary Period or is not part of a reasonably 
required reserve or replacement fund for the Issue) must be valued at its fair 
market value on the date of constructive or deemed sale or purchase 

(C) Except as set forth in (B), fixed rate Investment Property that is (1) issued with 
not more than 2% of original issue discount or original issue premium, (2) 
issued with original issue premium that is attributable exclusively to reasonable 
underwriters' compensation or (3) acquired with not more than 2% of market 
discount or market premium, may be treated as having a fair market value equal 
to its outstanding stated principal amount, plus accrued interest. Fixed rate 
Investment Property also may be treated as having a fair market value equal to 
its present value. 

SECTION 3.05. ADMINISTRATIVE COSTS. 

(A) Administrative costs shall not be taken into account in determining the 
payments for or receipts from a Nonpurpose Investment unless such 
administrative costs are Qualified Administrative Costs. Thus, administrative 
costs or expenses paid, directly or indirectly, to purchase, carry, sell, or retire 
Nonpurpose Investments generally do not increase the Payments for, or reduce 
the Receipts from, Nonpurpose Investments. 

(B) Qualified Administrative Costs are taken into account in determining the 
Payments and Receipts on Nonpurpose Investments and thus increase the 
Payments for, or decrease the Receipts from, Nonpurpose Investments. In the 
case of a Guaranteed Investment Contract, a broker' s commission or similar fee 
paid on behalf of either the Issuer or the provider is an administrative cost that is 
not a Qualified Administrative Cost to the extent that the present value 
(computed using the taxable discount rate used by the parties to compute the 
commission or, if not readily ascertainable, a reasonable taxable discount rate) 
of the commission, as of the date the contract is purchased, exceeds the present 
value of annual payments equal to 0.05 percent of the weighted average amount 
reasonably expected to be invested each year during the term of such contract. 
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PART IV: COMPLIANCE AND AMENDMENT 

SECTION 4.01. COMPLIANCE. 

The Issuer, Trustee or Rebate Analyst, as applicable, shall take all necessary steps to 
comply with the requirements of these Instructions in order to ensure that interest on the Issue is 
excluded from gross income for federal income tax purposes under Section 103(a) of the Code. 
However. compliance shall not be required in the event and to the extent stated therein the Issuer 
and the Trustee receive a Bond Counsel's Opinion that either (A) compliance with such requirement 
is not required to maintain the exclusion from gross income for federal income tax purposes of 
interest on the Issue, or (B) compliance with some other requirement in lieu of such requirement 
will comply with Section 148(f) of the Code, in which case compliance with the other requirement 
specified in the Bond Counsel' s Opinion shall constitute compliance with such requirement. 

SECTION 4.02. LIABILITY. 

If for any reason any requirement of these Instructions is not complied with, the 
Issuer and the Trustee, if applicable, shall take all necessary and desirable steps to correct such 
noncompliance within a reasonable period of time after such noncompliance is discovered or should 
have been discovered with the exercise of reasonable diligence. The Trustee shall have no duty or 
responsibility to independently verify any of the Issuer's, or the Rebate Analyst' s, calculations with 
respect to the payments of the Rebate Amount due and owing to the United States. Under no 
circumstances whatsoever shall the Trustee be liable to the Issuer, any bondholder or any other 
person for any inclusion of the interest on the Issue in gross income for federal income tax purposes, 
or any claims, demands, damages, liabilities, losses, costs or expenses resulting therefrom or in any 
way connected therewith, so long as the Trustee acts only in accordance with these Instructions and 
the operative documents pertaining to the Issue. 

(End of Attachment A-1) 
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Form 8038•G Information Return for Tax-Exempt Governmental Obligations 
(Rev. September 2011) .,.. Under Internal Revenue Code section 149(e} 

.,.. See separate instructions. 
OMB No. 1545-0720 

Caution: If the issue price is under $100,000, use Form 8038-GC. 

1 Issuer's name 

Town of Quartzsite 
3a Name of person (other than issuer) with whom the IRS may communicate about this return (see instructions) 

4 Number and street (or P.O. box if mail is not delivered to street address) 

465 N. Avenue 

6 City, town, or post office, state, and ZIP code 

Quartzsite, AZ 85346 
8 Name of issue 

2013CW Fund Loan 

Room/suite 

10a Name and title of officer or other employee of the issuer whom the IRS may call for more information (see 
instructions) 

13 Transportation . 
14 Public safety . 
15 Environment (including sewage bonds) 
16 Housing 
17 Utilities 

Issuer's employer identification number (EIN) 

86 0642110 

3b Telephone number of other person shown on 3a 

5 Report number (For IRS Use 

7 Date of issue 

6/14/2013 
9 CUSIP number 

10b Telephone number of officer or other 
employee shown on 1 Oa 

480-488-6603 

18 Other. Describe ..,.. CW Revolving Fund Loan 
~--~~~~~~~--~--------------------------------~ 

19 If obligations are TANs or RANs, check only box 19a ..,.. 
If obligations are BANs, check only box 19b ..,.. 

20 If obligations are in the form of a lease or installment sale, check box ..,.. 

(e) Yield 

Proceeds used for accrued interest 
23 Issue price of entire issue (enter amount from line 21 , column (b)) 
24 Proceeds used for bond issuance costs (including underwriters' discount) . 
25 Proceeds used for credit enhancement . 
26 Proceeds allocated to reasonably required reserve or replacement fund 
27 Proceeds used to currently refund prior issues 
28 Proceeds used to advance refund prior issues 

Total (add lines 24 through 28) . 29 
nrr'I"'~>Prllc:: Of the iSSUe 

31 Enter the remaining weighted average maturity of the bonds to be currently refunded . ..,.. years 
32 Enter the remaining weighted average maturity of the bonds to be advance refunded ..,.. years 
33 Enter the last date on which the refunded bonds will be called (MM/ DDIYYYY) ..,.. 
34 Enter the date(s) the refunded bonds were issued ..,.. (MM/DDIYYYYJ 

For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 63773S Form 8038-G (Rev. 9-201 1) 
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I ::F.Ti ill'll Miscellaneous 
35 Enter the amount of the state volume cap allocated to the issue under section 141 (b)(5) 35 
36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract 

(GIC} (see instructions) 36a 
b Enter the final maturity date of the GIC..,.. 
c Enter the name of the GIC provider..,.. 

37 Pooled financings: Enter the amount of the proceeds of this issue that are to be used to make loans 
to other governmental units 37 

38a If th1s issue IS a loan made from the proceeds of another tax-exempt 1ssue, check box..,.. 0 and enter the following information: 

b Enter the date of the master pool obligation..,.. ---------------------
c Enter the EIN of the issuer of the master pool obligation..,.. -----------------
d Enter the name of the issuer of the master pool obligation..,.. - - - ---- ---------

39 If the issuer has designated the issue under section 265(b)(3}(B)(i)(lll} (small issuer exception), check box 
40 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, check box . 
41a If the issuer has identified a hedge, check here..,.. 0 and enter the following information: 

b Name of hedge provider..,.. 

c Type of hedge..,.. ------------------
d Term of hedge..,.. - ------------- - ---

42 If the issuer has superintegrated the hedge, check box 

0 
0 

0 
43 If the issuer has established written procedures to ensure that all nonqualified bonds of this issue are remediated 

according to the requirements under the Code and Regulations (see instructions}, check box . ..,.. 0 
44 If the issuer has established written procedures to monitor the requirements of section 148, check box . .... 0 
45a If some portion of the proceeds was used to reimburse expenditures, check here ..,.. 0 and enter the amount 

of reimbursement . . ..,.. 

b Enter the date the official intent was adopted..,.. ------- ------------

Signature 
and 
Consent 

Paid 
Preparer 
Use Only 

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and to lhe best of my knowledge 
and belief. they are true, correct, and complete. I further declare that I consent to the IRS's disclosure of the issuer's return information, as necessary to 
process this return, to the person that I have authorized above. 

~ Signature of issuer's authorized representative Date 

PrinVfype preparer's name I Preparer 's signature 

Firm's name .,. 

Firm's address .,... 

~ Laura Bruno, Town Manager 
, Type or print name and title 

I Date I O 
1
1PTIN Check If 

self-employed 

_I Firm's EIN .... 

I Phone no. 
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This document sets forth Standard Terms and Conditions applicable to the Loan made by the WATER 
INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA (the "Authority") to the Local Borrower. These 
Standard Terms and Conditions are a part of the Loan Agreement to which this document is attached. Certain terms 
used herein are defined in Article 8. 

Article 1 Covenants of the Local Borrower Relating to the System and the Project. 

Section 1.1 Operation and Maintenance of System. The Local Borrower covenants and agrees that it shall, in 
accordance with prudent utility practice, (a) at all times operate the properties of the System and any business in 
connection therewith in an efficient manner, (b) maintain the System in good repair, working order and operating 
condition, and (c) from time to time make all necessary and proper repairs, renewals, replacements, additions, 
betterments and improvements with respect to the System so that at all times the operations carried on in connection 
therewith shall be properly and advantageously conducted from revenues of the System or, if the Local Borrower so 
elects, from any other source of funds lawfully available. 

Section 1.2 Additions and Modifications. The Local Borrower may make any additions, renewals, replacements, 
modifications or improvements to the System which it deems desirable and which do not materially reduce the 
operational integrity of any part of the System. All such renewals, replacements, additions, modifications and 
improvements shall become a part of the System. 

Section I .3 Disposition of Project and System. 

(a) The Local Borrower shall not sell, lease, abandon or otherwise dispose of all or substantially all or any 
substantial portion of the Project or the System except upon compliance with the provisions of this Section; 
provided, however that the requirements of this Section shall not apply to transactions which are capital leases 
within the meaning of generally accepted accounting principles to finance expansion or improvement of the System 
and under which the Local Borrower maintains a purchaser' s interest or other beneficial ownership, use, possession 
and control of the System so long as no default exists. 

(b) The Local Borrower may sell, lease, abandon or otherwise dispose of all or substantially all or any substantial 
portion of the Project or the System if the Local Borrower shall give at least ninety (90) days' prior written notice to 
the Authority of the proposed transaction, and the Authority gives its written consent which shall not be 
unreasonably withheld. The Local Borrower understands that the Authority, in determining whether or not to give its 
consent, must determine that the proposed transaction will not adversely affect the Authority' s ability to meet its 
duties, covenants, obligations and agreements or conditions of any grant received by the Authority or the State from 
the United States of America, which is related to the Capital Grant Facility or any capitalization grants received by 
the Authority or the State under the Federal Water Pollution Control Act, as amended, and the Federal Safe Drinking 
Water Act, as amended. 

(c) Notwithstanding the provisions of subsection (b) above, the Local Borrower may sell, lease or otherwise 
dispose of, any of the property comprising part of the System without prior notice to or the consent of the Authority, 
other than the Project, in either of the following circumstances: 

(i) If the Local Borrower determines that such property is not necessary, useful or profitable to the operation 
of the System; or 

(ii) If the value of such property sold, leased or otherwise disposed of in any one year is equal to not more than 
5% of the value of the fixed assets of the System. 

Section 1.4 Cost of Project. The Local Borrower certifies that the estimated Eligible Project Costs as listed in 
Section I of Exhibit B is a reasonable and accurate estimation of the Eligible Project Costs and, upon the direction 
of the Authority the Local Borrower will supply the Authority with a certificate from its engineer stating that such 
estimated Eligible Project Costs is a reasonable and accurate estimation. 
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Article 2 Additional Covenants of the Local Borrower 

Section 2.1 Unconditional Obligations. The obligation of the Local Borrower to make the Loan Repayments and 
the obligation to perform and observe the other duties, covenants, obligations and agreements on its part described 
herein are payable solely from the Source of Repayment described in this Loan Agreement and shall be absolute and 
unconditional and shall not be abated, rebated, set-off, reduced, abrogated, terminated, waived, diminished, 
postponed or otherwise modified in any manner or to any extent whatsoever, while any payments hereunder remain 
unpaid, regardless of any contingency, act of God, event or cause whatsoever, including (without limitation) any 
acts or circumstances that may constitute failure of consideration, eviction or constructive eviction, the taking by 
eminent domain or destruction of or damage to the Project or the System, commercial frustration of the purpose, any 
change in the laws of the United States of America or of the State or any political subdivision of either or in the rules 
or regulations of any governmental authority, any failure of the Authority to perfonn and observe any agreement, 
whether express or implied, or any duty, liability or obligation arising out of or connected with the Project or this 
Loan Agreement, or any rights of set-off, recoupment, abatement or counterclaim that the Local Borrower might 
otherwise have against the Authority or any other party or parties; provided, however, that payments under this Loan 
Agreement shall not constitute a waiver of any such rights. The Local Borrower shall not be obligated to make any 
payments required to be made by any other local borrowers under separate loan agreements or local borrower bonds. 
Notwithstanding any other provision of this Section 2.1 , or this Loan Agreement, neither the Authority, nor any 
assignee of the Authority shall have the right or ability to compel the repayment ofthis Loan Agreement from any 
source other than the Source of Repayment. 

Section 2.2 Performance Under Loan Agreement. The Local Borrower covenants and agrees (a) to maintain the 
System in good repair and operating condition; (b) to cooperate with the Authority to the extent it may lawfully do 
so, in the observance and performance of the respective duties, covenants, obligations and agreements of such Local 
Borrower and the Authority under this Loan Agreement; and (c) to comply with the covenants set forth in this Loan 
Agreement. 

Section 2.3 Disclaimer of Warranties. The Local Borrower acknowledges and agrees that (i) the Authority 
makes no warranty or representation, either express or implied as to the value, design, condition, merchantability or 
fitness for particular purpose or fitness for any use of the System or the Project or any portions thereof or any other 
warranty or representation with respect thereto; (ii) in no event shall the Authority or its respective agents be liable 
or responsible for any direct, incidental, indirect, special or consequential damages in connection with or arising out 
of this Loan Agreement or the Project or the existence, furnishing, functioning or use of the System or the Project; 
and (iii) are not intended to and shall not be construed as a waiver of any defense or limitation on damages provided 
for under and pursuant to the laws of the United States or of the State. 

Section 2.4 Loan Repayments; Prepayments; Adjustments; Late Charges. 

(a) The Local Borrower may at any time deliver to the Authority a written request for approval to prepay 
the principal of the Loan in whole or in part. The request must specify the proposed prepayment date. If 
the proposed prepayment date is on or after the tenth anniversary of the final loan draw, the Authority will approve 
prepayment without penalty so long as the request is received at least 60 days before the proposed prepayment date. 
If the proposed prepayment date is before the tenth anniversary of the fmal loan draw, the Authority will determine, 
in its sole discretion, whether to permit such prepayment, when the prepayment may occur and the terms and 
conditions of any prepayment approval. If the Local Borrower makes partial prepayments of the Repayment 
Principal Amount, the amount of each Principal Installment due as set forth in the Loan Repayment Schedule 
contained in Exhibit A shall be adjusted pro rata. Upon such adjustment, the Authority shall compute the adjusted 
combined interest and fee amounts to reflect the adjusted principal amounts and shall enter the results in the Loan 
Repayment Schedule with notice to Local Borrower. 

(b) Each payment made as a Loan Repayment as described in subsection (a) shall be applied first to the combined 
interest and fee payment then due and payable on the Loan and then to the principal amount of the Loan. 

(c) In addition to the other payments required by this Section, the Local Borrower shall pay a late charge for any 
payment that is received by the Authority later than the tenth (1 0) day following its due date, in an amount equal to 
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six percent (6%) per annum on such late payment from its due date to the date it is actually paid; provided, however, 
that the combined interest and fee rate payable on the Loan including such late charge shall not be in excess of the 
maximum rate permitted by law or any proceedings or resolution authorizing the execution of this Loan Agreement. 

(d) Upon the final disbursement, if the Loan is less than the estimated Eligible Project Costs, the amount of each 
Principal Installment due as set forth in the Loan Repayment Schedule contained in Exhibit A shall be adjusted pro 
rata. Upon such adjustment, the Authority shall compute the adjusted combined interest and fee amounts to reflect 
the adjusted principal amounts and shall enter the results in the Loan Repayment Schedule with notice to Local 
Borrower. 

Section 2.5 Source of Repayment of Local Borrower's Obligations and Pledge. The Local Borrower 
irrevocably pledges the Source of Repayment described in this Loan Agreement for the punctual payment of all 
amounts due under the Loan Agreement. The Authority and the Local Borrower agree that the amounts payable by 
the Local Borrower under this Loan Agreement are payable solely from the Source of Repayment described in this 
Loan Agreement and are not payable from any other source whatsoever, unless the Local Borrower chooses to pay, 
and pays, any amount due hereunder from any other source lawfully available to it. 

Section 2.6 Insurance. The Local Borrower shall maintain or cause to be maintained in force, insurance policies 
with responsible insurers or self-insurance programs or through membership in a risk retention pool, including, but 
not limited to, the Arizona Municipal Risk Retention Pool (in accordance with the Local Borrower's customary 
practices) providing against risk of direct physical loss, damage or destruction of the Project and the System, at least 
to the extent that similar insurance is usually carried by utilities constructing, operating and maintaining system 
facilities of the nature of the System, including liability coverage, all to the extent available at reasonable cost. 

Section 2.7 No Liens. Except for 

(i) the debt service on any future bonds, notes or other evidence of indebtedness ofthe Local Borrower issued or 
contractual obligations incurred in accordance with this Loan Agreement payable from the funds pledged to the 
payment of this Loan Agreement which are on parity with the lien and charge on the funds so pledged to pay 
this Loan Agreement and 

(ii) as provided in Exhibit D of this Loan Agreement, the debt service on currently outstanding bonds, notes or 
evidences of indebtedness or contractual obligations of the Local Borrower, if any, payable from the Source of 
Repayment described in Exhibit D of this Loan Agreement which the Local Borrower has disclosed to the 
Authority in writing, 

the funds so pledged as described in this Loan Agreement after the payment of all costs of operating and maintaining 
the System, are and will be free and clear of any pledge, lien, charge or encumbrance thereon or with respect thereto 
which are prior to, or of equal rank with, the obligation of the Local Borrower to pay this Loan Agreement, and all 
corporate or other action on the part of the Local Borrower to that end has been and will be duly and validly taken. 

Section 2.8 Disadvantaged Business Enterprises. For Loan Agreements in excess of$250,000: 

Local Borrowers and their prime contractors must follow, document, and maintain documentation of their good faith 
efforts as listed below to ensure that Disadvantage Business Enterprises (DBEs) have the opportunity to participate 
in the project by increasing DBE awareness of procurement efforts and outreach. 

(i) Ensure DBEs are made aware of contracting opportunities to the fullest extent practicable through outreach and 
recruitment activities; including placing DBEs on solicitation lists and soliciting them whenever they are potential 
sources. 

(ii) Make information on forthcoming opportunities available to DBEs and arrange time frames for contracts and 
establish delivery schedules, where the requirements permit, in a way that encourages and facilitates participation by 
DBEs in the competitive process. This includes, whenever possible, posting solicitation for bids or proposals for a 
minimum of30 calendar days before the bid or proposal closing date. 
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(iii) Consider in the contracting process whether firms competing for large contracts could be subcontracted with 
DBEs. This will include dividing total requirements when economically feasible into smaller tasks or quantities to 
permit maximum participation by DBEs in the competitive process. 

(iv) Encourage contracting with a consortium of DBEs when a contract is too large for one of these firms to handle 
individually. 

(v) Use the services and assistance of the Small Business Administration and the Minority Business Development 
Agency of the U.S. Department of Commerce. 

(vi) If the prime contractor awards subcontracts, require the prime contractor to take the steps in sections (i) through 
(v) above. 

These conditions must be included in all procurement contracts entered into by the Local Borrower for all 
DWRF and CWRF projects: 

(i) The prime contractor must pay its subcontractor for satisfactory performance no more than 30 days from the 
prime contractor's receipt of payment from the owner. 

(ii) The prime contractor must notify the owner in writing prior to the termination of any Disadvantage Business 
Enterprise subcontractor for convenience by the prime contractor. 

(iii) If a Disadvantage Business Enterprise contractor fails to complete work under the subcontract for any reason, 
the prime contractor must employ the six good faith efforts if soliciting a replacement contractor. 

(iv) The prime contractor must continue to employ the six good faith efforts even if the prime contractor has 
achieved its fair share objectives. 

(v) The prime contractor must provide EPA Form 6100-2 DBE Program Subcontractor Participation Form to all of 
its Disadvantaged Business Enterprise subcontractors. Disadvantaged Business Enterprise subcontractors may send 
completed Form 6100-2 directly to the Region 9 DBE Coordinator listed below. 

Joe Ochab, EPA Region 9, 75 Hawthorne St. (P-22), San Francisco, CA 94105 

(vi) The prime contractor must have its Disadvantaged Business Enterprise subcontractors complete EPA Form 
6100-3 - DBE Program Subcontractor Performance Form. The prime contractor must include all completed forms 
as part of the prime contractor's bid or proposal package to the Local Borrower. 

(vii)The prime contractor must complete and submit EPA 6100-4 DBE Program Subcontractor Utilization Fonn as 
part of the prime contractor's bid or proposal package to the Local Borrower. 

(viii) A Local Borrower must ensure that each procurement contract it awards contains the following terms and 
conditions: 

The contractor shall not discriminate on the basis of race, color, national origin or sex in 
the performance of this contract. The contractor shall carry out applicable requirements 
of 40 CFR Part 33 in the award and administration of contracts awarded under EPA 
fmancial assistance agreements. Failure by the contractor to carry out these requirements 
is a material breach of this contract which may result in the termination of this contract or 
other legally available remedies. 

Article 3 Representations of Local Borrower 

The Local Borrower represents for the benefit of the Authority that the representations contained in this Loan 
Agreement are true at the time of execution and delivery of this Loan Agreement and, other than with respect to 
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events outside of Local Borrower's control, will be true in all material respects at all times during the term of this 
Loan Agreement. 

Section 3.1 Organization and Authority. 

(a) The Local Borrower is a Political Subdivision or Indian Tribe as defined in the Authority Act. 

(b) The Local Borrower has full legal right and authority and has, or will obtain as and when required, all necessary 
licenses and permits required to acquire, own, operate and maintain the Project and the System, to carry on its 
activities relating thereto, to execute and deliver this Loan Agreement, to undertake and complete the Project, to 
pledge the Source of Repayment, and to carry out and consummate all transactions contemplated by this Loan 
Agreement. The Project is a project which the Local Borrower may undertake pursuant to State law and for which 
the Local Borrower is authorized by law to borrow money. 

(c) The proceedings of the Local Borrower' s governing body approving this Loan Agreement and authorizing its 
execution, issuance and delivery on behalf of the Local Borrower, and authorizing the Local Borrower to undertake 
and complete the Project have been duly and lawfully adopted in accordance with the laws of the State. 

(d) This Loan Agreement has been duly authorized, executed and delivered by an Authorized Officer of the Local 
Borrower; and, assuming that the Authority has all the requisite power and authority to authorize, execute and 
deliver, and has duly authorized, executed and delivered this Loan Agreement, this Loan Agreement constitutes a 
legal and valid obligation of the Local Borrower enforceable in accordance with its terms, and the information 
contained under "Description of the Loan" in this Loan Agreement is true and accurate in all material respects. 

Section 3.2 Full Disclosure. 

(a) To the best of the Local Borrower' s knowledge, there is no fact that the Local Borrower has not disclosed to the 
Authority in writing that materially adversely affects the properties, activities, prospects or condition (fmancial or 
otherwise) of the Local Borrower or the System, or the ability of the Local Borrower to make all Loan Repayments 
due hereunder and otherwise observe and perform its duties, covenants, obligations and agreements under this Loan 
Agreement. 

(b) The information relating to the Local Borrower (including without limitation the financial and statistical data 
contained therein) submitted to the Authority by the Local Borrower in connection with the Authority ' s approval of 
the Loan was at the time of the Authority's approval of the Loan and at all times subsequent thereto up to and 
including the Loan Closing, will be (if necessary by amendment provided by the Local Borrower) true and correct 
and will not contain an untrue statement of material fact or omit to state a material fact necessary to make the 
statements made therein, in light of the circumstances under which they were made, not misleading in any adverse 
respect. To the extent permitted by law, and notwithstanding any other provision of this Loan Agreement, the Local 
Borrower will indemnify, save and hold harmless the Authority, and each of the Authority's agents, for, from and 
against any and all claims, damages, liability and court awards including costs, expenses and reasonable attorneys' 
fees incurred as a result of any omission or misstatement of material fact in the information submitted to the 
Authority by the Local Borrower in connection with the Authority' s approval of the Loan, as it may have been 
supplemented and amended by the Local Borrower. 

Section 3.3 Pending Litigation. There are no proceedings pending, or to the knowledge of the Local Borrower, 
threatened, against or affecting the Local Borrower, in any court or before any governmental authority or arbitration 
board or tribunal that, if adversely determined, would materially adversely affect the properties, activities, prospects 
or condition (fmancial or otherwise) of the Local Borrower or the System, or the ability of the Local Borrower to 
make all Loan Repayments and otherwise observe and perform its duties, covenants, obligations and agreements 
under this Loan Agreement that have not been disclosed in writing to the Authority in the Local Borrower's 
application for the Loan or otherwise. 

Section 3.4 Compliance with Existing Laws and Agreements. The authorization, execution and delivery of this 
Loan Agreement by the Local Borrower, the observance and performance by the Local Borrower of its duties, 
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covenants, obligations and agreements hereunder and the consummation of the transactions provided for in this 
Loan Agreement, the compliance by the Local Borrower with the provisions of this Loan Agreement and the 
undertaking and completion of the Project will not result in any breach of any of the terms, conditions or provisions 
of, or constitute a default under, or result in the creation or imposition of any lien, charge or encumbrance upon any 
property or assets of the Local Borrower pursuant to any existing ordinance or resolution, trust agreement, indenture, 
mortgage, deed of trust, loan agreement or other instrument (other than the lien and charge of this Loan Agreement 
and any ordinance or resolution or indenture which authorized outstanding obligations of the Local Borrower which 
are on· a parity with this Loan Agreement as to a lien on. or a source and security for, payment thereon from the 
source of payment that is pledged to the Loan Repayments) to which the Local Borrower is a party or by which the 
Local Borrower, the System or any of its property or assets may be bound, nor will such action result in any 
violation of the provisions of the charter or other document pursuant to which the Local Borrower was established or 
any laws, ordinances, resolutions, governmental rules, regulations or court orders to which the Local Borrower, the 
System or its properties or operations are subject. 

Section 3.5 No Defaults. No event has occurred and no condition exists that, upon authorization, execution and 
delivery of this Loan Agreement or receipt of the amount of the Loan, would constitute an Event of Default 
hereunder. The Local Borrower is not in violation of, and has not received notice of any claimed violation of, any 
term of any agreement or other instrument to which it is a party or by which it may be bound, which violation would 
materially adversely affect the properties, activities, prospects or condition (financial or otherwise) of the Local 
Borrower or the ability of the Local Borrower to make all Loan Repayments or otherwise observe and perform its 
duties, covenants, obligations and agreements under this Loan Agreement. 

Section 3.6 Governmental Consent. The Local Borrower has or will have obtained prior to the date of the Loan 
Closing all permits and approvals required to date by any governmental body or officer (and reasonably expects to 
receive all permits required in the future by any governmental agency) for the making, observance and performance 
by the Local Borrower of its duties, obligations and agreements under this Loan Agreement or for the undertaking or 
completion of the Project and the financing thereof, and the Local Borrower has complied with all applicable 
provisions of law requiring any notification, declaration, filing or registration with any governmental body or officer 
in connection with the making, observance and performance by the Local Borrower of its duties, covenants, 
obligations and agreements under this Loan Agreement or with the undertaking or completion of the Project and the 
financing thereof; and the Local Borrower has complied with all applicable provisions of law requiring any 
notification, declaration, filing or registration with any governmental body or officer in connection with the making, 
observance and performance by the Local Borrower of its duties, covenants, obligations and agreements under this 
Loan Agreement or with the undertaking or completion of the Project and the financing thereof. No consent, 
approval or authorization of, or filing, registration or qualification with, any governmental body or officer, other 
than those already obtained or reasonably expected to be obtained, is required on the part of the Local Borrower as a 
condition to the authorization, execution and delivery of this Loan Agreement, the undertaking or completion of the 
Project or the consummation of any transaction herein contemplated. 

Section 3.7 Compliance with Law. The Local Borrower: 

(a) is in compliance with all laws, ordinances, governmental rules and regulations to which it is subject and the 
failure to comply with which would materially adversely affect the ability of the Local Borrower to conduct its 
activities or undertake or complete the Project or the condition (financial or otherwise) of the Local Borrower or the 
System; and 

(b) has obtained, or will obtain as and when required, all licenses, permits, franchises or other governmental 
authorizations necessary for the ownership of its property or for the conduct of its activities which, if not obtained, 
would materially adversely affect the ability of the Local Borrower to undertake or complete the Project or the 
condition (financial or otherwise) of the Local Borrower or the System. 
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Article 4 Assignment 

Section 4.1 Assignment and Transfer by Authority. The Local Borrower hereby approves and consents to any 
assignment or transfer of this Loan Agreement that the Authority deems to be necessary in connection with the 
Clean Water Revolving Fund and Drinking Water Revolving Fund programs of the Authority. 

Section 4.2 Assignment by Local Borrower. This Loan Agreement may not be assigned by the Local Borrower 
for any reason, unless the following conditions shall be satisfied: (i) the assignee shall be a governmental unit within 
the meaning of Section 141 (c) of the Code or another entity acceptable to the Authority and the assignee shall have 
expressly assumed in writing the full and faithful observance and performance of the Local Borrower' s duties, 
covenants, agreements and obligations hereunder; (ii) immediately after such assignment, the assignee shall not be 
in default in the performance or observance of any duties, covenants, obligations or agreements of the Local 
Borrower hereunder; and (iii) the Authority shall receive an opinion of counsel to the effect that such assignment 
will not violate the provisions of any agreement entered into by the Authority with, or condition of any grant 
received by the Authority from the United States of America relating to the Capital Grant Facility or any 
capitalization grants received by the Authority or the State under the Federal Water Pollution Control Act and the 
Federal Safe Drinking Water Act. 

No assignment shall relieve the Local Borrower from primary liability for any of its obligations under this Loan . 
Agreement and in the event of such assignment, the Local Borrower shall continue to remain primarily liable for the 
performance and observance of its obligations to be performed and observed under this Loan Agreement. 

Article 5 Defaults and Remedies 

Section 5. 1 Events ofDefault. If any ofthe following events occurs, it is hereby defined as and declared to be and 
to constitute an "Event of Default": 

(a) failure by the Local Borrower to pay, or cause to be paid, when due any Loan Repayment; 

(b) failure by the Local Borrower to make, or cause to be made, any required payments of principal, redemption 
premium, if any, and interest on any bonds, notes or other obligations of the Local Borrower for borrowed money 
(other than the Loan), after giving effect to the applicable grace period, the payments of which are secured by the 
Source of Repayment described in this Loan Agreement; 

(c) failure by the Local Borrower to perform any duty, covenant, obligation or agreement on its part to be observed 
or performed under this Loan Agreement, other than as referred to in paragraphs (a) and (b) of this Section, which 
failure shall continue for a period of thirty (30) days after written notice, specifying such failure and requesting that 
it be remedied, is given to the Local Borrower by the Authority, unless the Authority agrees in writing to an 
extension of such time prior to its expiration, provided, however, that if the failure stated in such notice is 
correctable but cannot be corrected within the applicable period the Authority may not unreasonably withhold its 
consent to an extension of such time if corrective action is instituted by the Local Borrower and diligently pursued 
until the Event of Default is corrected; 

(d) the institution of any proceeding, with the acquiescence of the Local Borrower, for the purpose of effecting a 
composition between the Local Borrower and its creditors or for the purpose of adjusting the claims of such 
creditors, pursuant to any federal or state statute now or hereafter enacted, if the claims of such creditors are payable 
from the Source of Repayment described in this Loan Agreement; 

(e) a determination by the Authority that any material representation made by or on behalf of the Local Borrower 
contained in this Loan Agreement, or in any instrument furnished in compliance with or with reference to this Loan 
Agreement, is false or misleading in any material respect; and 

(f) the filing of a petition by or against the Local Borrower under any federal or state bankruptcy or insolvency law 
or other similar law in effect on the date of this Loan Agreement or thereafter enacted, unless in the case of any such 
petition filed against the Local Borrower such petition shall be dismissed within thirty (30) days after such filing and 
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such dismissal shall be final and not subject to appeal; or the Local Borrower becoming insolvent or bankrupt or 
making an assignment for the benefit of its creditors; or the appointment of a custodian (including, without 
limitation. a receiver, liquidator or trustee of the Local Borrower or any of its property including the System) by 
court order, or possession of the Local Borrower or its property or assets is taken if such order remains in effect or 
such possession continues for more than thirty (30) days. 

Section 5.2 Notice of Default. The Local Borrower shall give the Authority prompt telephone notice of the 
occurrence of any Event of Default referred to in Section 5.1 paragraph (c) hereof, and of the occurrence of any 
other event or condition that constitutes an Event of Default, at such time as any senior administrative or financial 
officer of the Local Borrower becomes aware of the existence thereof. Any telephone notice pursuant to this Section 
shall be confirmed in writing by the end of the next Business Day. 

Section 5.3 Remedies on Default. 

(a) Whenever an Event of Default referred to in Section 5.1 hereof shall have occurred and be continuing, the 
Authority shall have the right to take any action permitted or required pursuant to this Loan Agreement and to take 
whatever other action at law or in equity as may appear necessary or desirable to collect the amounts then due and 
thereafter to become due on their scheduled payment dates or to enforce the performance and observance of any 
duty, covenant, obligation or agreement of the Local Borrower hereunder, including, without limitation, 
appointment of a receiver of the System. 

(b) Nothing in this Loan Agreement shall be construed to affect the Attorney General taking action to enforce this 
Loan Agreement in accordance with the Authority Act. 

Section 5.4 Attorney' s Fees and Other Expenses. ln the event of a default hereunder by the Local Borrower, the 
Local Borrower shall on demand and to the extent not prohibited by applicable law pay to the Authority the 
reasonable fees and expenses of attorneys and other reasonable expenses (including without limitation the 
reasonably allocated costs of in-house counsel and legal staff) incurred by the Authority in the collection of Loan 
Repayments or any other sum due hereunder or in the enforcement of performance or observance of any other 
duties, covenants, obligations or agreements of the Local Borrower to the extent permitted by law. 

Section 5.5 Application of Moneys. The parties acknowledge that: (a) all amounts coming due hereunder as Loan 
Repayments shall be treated as principal and combined interest and fees with respect to the Loan which amounts are 
secured by a pledge of the Source of Repayment in accordance with Exhibit D of this Loan Agreement; and (b) 
amounts coming due under Section 5.4 hereof shall be secured by the Source of Repayment on a basis subordinate 
to the Loan Repayments, but on a parity with comparable expenses relating to such Outstanding Parity Obligations 
and Additional Parity Obligations. 

However, any moneys collected by the Authority pursuant to Section 5.3 in the exercise of remedies with respect to 
amounts due or to become due hereunder shall be applied: (a) first, to pay any attorney's fees or other fees and 
expenses owed by the Local Borrower pursuant to Section 5.4 hereof, (b) second, to pay delinquent combined 
interest fees and late charges on the Loan; (c) third, to pay combined interest and fees then due and payable on the 
Loan; (d) fourth, to pay delinquent principal on the Loan in order of scheduled maturity; (e) fifth, to pay principal 
then due and payable on the Loan; and (f) sixth, to pay any other amounts due and payable pursuant to this Loan 
Agreement. 

Section 5.6 No Remedy Exclusive; Waiver; Notice. No remedy conferred upon or reserved to the Authority 
hereunder is intended to be exclusive, and every such remedy shall be cumulative and shall be in addition to every 
other remedy given hereunder or now or hereafter existing at law or in equity. No delay or omission to exercise any 
right, remedy or power accruing upon any Event of Default shall impair any such right, remedy or power or shall be 
construed to be a waiver thereof, but any such right, remedy or power may be exercised from time to time and as 
often as may be deemed expedient. In order to entitle the Authority to exercise any remedy reserved to it as 
described in this Article, it shall not be necessary to give any notice, other than such notice as may be required in 
this Article. 
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Section 5.7 Retention of Authority's Rights. Notwithstanding any assignment or transfer of this Agreement 
pursuant to the provisions hereof, or anything else to the contrary contained herein, the Authority shall have the right 
upon the occurrence of an Event of Default to take any action, including (without limitation) bringing an action 
against the Local Borrower at law or in equity, as the Authority may, in its discretion, deem necessary to enforce the 
obligations of the Local Borrower to the Authority. 

Section 5.8 Default by the Authority. In the event of any default by the Authority in any duty, covenant, 
agreement or obligation described in this Agreement, the Local Borrower' s remedy for such default shall be limited 
to injunction, special action, action for specific performance or any other available equitable remedy designed to 
enforce the perfonnance or observance of any duty, covenant, obligation or agreement of the Authority described 
herein as may be necessary or appropriate. The Authority shall on demand pay to the Local Borrower the reasonable 
fees and expenses of attorneys and other reasonable expenses in the enforcement of such perfonnance or 
observance. 

Article 6 Provisions Applicable to Loans Financed by or Pledged to Secure Authority 
Bonds 

Section 6.1 General. The Local Borrower acknowledges that the Authority is entering into this Loan Agreement 
and agreeing to make the Loan at this time for the benefit of the Local Borrower, and that the Authority may finance 
the Loan, along with other loans to other local borrowers, through the issuance of Authority Bonds and may pledge 
the Loan to secure Authority Bonds. If and for so long as the Authority' s source of funds to make disbursements on, 
or to carry, the Loan represented by this Loan Agreement is, or becomes, the proceeds of Authority Bonds, or this 
Loan Agreement is assigned by the Authority as security for payment of amounts due or to become due on Authority 
Bonds, the Local Borrower agrees to cooperate with the Authority with respect to the issuance of Authority Bonds 
by furnishing and certifying information concerning the Local Borrower, the Project, the System and the Source of 
Repayment, and by agreeing to reasonable modifications and additions to this Loan Agreement necessary or 
convenient for the Authority Bond transaction. Without limiting the generality of the foregoing, the Local Borrower 
agrees that if the Authority at any time determines, in its discretion, that it is necessary in connection with the 
issuance of Authority Bonds or the maintenance of the Authority's bond program, then the provisions set forth in 
this Article shall be in effect. 

Section 6.2 Tax Covenants. 

(a) General. The Local Borrower acknowledges that, in connection with its state revolving fund programs, the 
Authority issues its Authority Bonds from time to time to finance loans and the Authority also pledges certain loans 
to secure and to serve as the source of payment for the Authority Bonds. As a result, and under the provisions of 
federal tax law applicable to the Authority Bonds, it is in the Authority's interest for the Loan to qualify and be a 
Tax-Exempt Obligation that is not an AMT Obligation. Therefore, the Local Borrower represents and covenants as 
follows with respect to the Loan and the Authority Bonds. The Local Borrower covenants that it will not take any 
action, or fail to take any action, if any such action or failure to take such action would adversely affect the 
exclusion from gross income of the interest on the Loan or the Authority Bonds under Section I 03(a) of the Internal 
Revenue Code or cause the interest on the Loan or the Authority Bonds to become an AMT Obligation, and in the 
event of such action or omission, it will, promptly upon having such brought to its attention, take such reasonable 
actions based upon a bond counsel opinion as may rescind or otherwise negate such action or omission. The Local 
Borrower will not directly or indirectly use or permit the use of any proceeds of the Loan or any other funds of the 
Local Borrower or take or omit to take any action that would cause the Loan or the Authority Bonds to be or become 
"arbitrage bonds" within the meaning of Section 148(a) of the Internal Revenue Code or to fail to meet any other 
applicable requirement of Sections 103, 141, 148, 149 and 150 of the Internal Revenue Code or cause the interest on 
the Loan or the Authority Bonds to become an item of tax preference for purposes of the alternative minimum tax 
imposed on individuals and corporations under the Internal Revenue Code. To that end, the Local Borrower will 
comply with all applicable requirements of Sections 103, 141, 148, 149 and 150 of the Code to the extent applicable 
to the Loan. 

(b) Modification Based on Bond Counsel Opinion. Notwithstanding any provision of this Section, if the Local 
Borrower provides to the Authority a bond counsel opinion to the effect that any action required under this Section 
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is no longer required, or to the effect that some further action is required, to maintain the exclusion from gross 
income of interest on the Loan or the Authority Bonds pursuant to Section 1 03(a) of the Internal Revenue Code, the 
provisions of this Section and the covenants in this Section shall be deemed to be modified to that extent. 

(c) Bond Counsel Opinion. For purposes of this Article, "bond counsel opinion" means an opinion letter of a finn 
of attorneys of national reputation experienced in the field of municipal bonds whose opinions are generally 
accepted by purchasers of municipal bonds, and who is acceptable to the Authority. 

Section 6.3 Third Party Beneficiaries. The Trustee, the owners from time to time of the Authority Bonds, any 
Credit Enhancer from time to time of the Authority Bonds and any underwriter of the Authority Bonds are each 
expressly acknowledged to be third party beneficiaries of this Loan Agreement and each representation, agreement, 
duty, obligation and provision of this Loan Agreement. 

Section 6.4 Additional Documents Relating to Authority Bonds. The Local Borrower will furnish to the 
Authority and certify to such information and execute and deliver and cause to be executed and delivered such 
documents as the Authority, the underwriter or other parties to any Authority Bond transaction may reasonably 
require. including, without limitation: 

(a) a certificate of an Authorized Officer of the Local Borrower to the effect that the information contained in the 
Final Official Statement (defined in Section 6 .5, paragraph (a)) for the Authority Bonds concerning the Local 
Borrower is correct in all material respects and is an accurate summary of the information which it purports to 
summarize, and that nothing has come to the Authorized Officer's attention that would lead the Authorized Officer 
to believe that the information in the Final Official Statement relating to the Local Borrower contains an untrue 
statement of a material fact or omits to state a material fact necessary to make the statements therein, in light of the 
circumstances under which they were made, not misleading; and 

(b) subject to the continuing disclosure requirements of Securities and Exchange Commission Rule 15c2-12 (the 
"Disclosure Rule"), a continuing disclosure undertaking of the Local Borrower meeting the requirements of the 
Disclosure Rule , and a statement of the Local Borrower as to whether it has fai led to provide any information and 
notices required by the provisions of previous continuing disclosure undertakings, if any, of the Local Borrower 
under the Disclosure Rule, and if it has not, describing the circumstances and status of such failure; and 

(c) an appropriate certificate executed by Authorized Officer of the Local Borrower concerning the reasonable 
expectations of the Local Borrower as to the use of the proceeds of the Loan and such other matters as may be 
required on the part of the Local Borrower in order to ensure that the Authority Bonds are and will remain Tax
Exempt Obligations that are not AMT Obligations, and the Local Borrower covenants to comply with the provisions 
of such certificate; and 

(d) such other certificates, documents and information, and supplemental opinions of Local Borrower's counsel, as 
the Authority, the underwriters of the Authority Bonds or other parties to the Authority Bonds transaction may 
reasonably require and as are necessary to confirm the continued truth and accuracy of information supplied by or 
on behalf of the Local Borrower. 

Section 6.5 Disclosure Regarding Authority Bonds. 

(a) The information, if any, relating to the Local Borrower (including without limitation the financial and statistical 
data contained therein) which has been furnished by the Local Borrower to be included in, and which is included in, 
a Preliminary Official Statement of the Authority (the "Preliminary Official Statement'), or a final Official 
Statement (the "Final Official Statemenf') of the Authority concerning any Authority Bonds, as of the respective 
dates of each such document and at all times subsequent thereto up to and including the Bond Closing, will be (if 
necessary by amendment provided by the Local Borrower) true and correct and will not contain an untrue statement 
of material fact or omit to state a material fact necessary to make the statements therein, in light of the circumstances 
under which they were made, not misleading. To the extent permitted by law, and notwithstanding any other 
provision of this Loan Agreement, the Local Borrower will indemnify, save and hold harmless the Authority and 
each other local borrower, if any, included in the Final Official Statement, and each of such parties' respective 
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agents, for, from and against any and all claims, damages, liability and court awards including costs, expenses and 
attorneys fees incurred as a result of any omission or misstatement of a material fact in the Local Borrower's 
information in the Final Official Statement, as it may have been supplemented or amended by the Local Borrower. 

(b) The Local Borrower agrees that from the date of the Final Official Statement and for a period until not later than 
25 days after the date of the Bond Closing if and so long as the offering of the Authority Bonds continues (i) the 
Local Borrower will furnish such information with respect to itself as the Authority (for itself or at the request of the 
underwriters of the Authority Bonds) may from time to time reasonably request and (ii) if any event shall occur as a 
result of which it is necessary, in the opinion of Bond Counsel to the Authority, or counsel for the underwriters of 
the Authority Bonds, to amend or supplement the information in the Final Official Statement relating to the Local 
Borrower in order to make such information not misleading in light of the circumstances then existing, the Local 
Borrower will forthwith prepare, and furnish to the Authority and the underwriters such information relating to the 
Local Borrower as may be necessary to permit the preparation of an amendment of or supplement to the Final 
Official Statement (in form and substance satisfactory to the Bond Counsel to the Authority and counsel for the 
underwriters) which will amend or supplement the Final Official Statement so that it will not contain any untrue 
statement of a material fact or omit to state a material fact necessary in order to make the statements therein, in light 
of the circumstances then existing, not misleading. 

(c) The Local Borrower agrees that if prior to the 25th day following the end of the underwriting period of the 
Authority Bonds, as defined for purposes of the Disclosure Rule, any event shall occur which causes the 
representations contained in Section 6.4, paragraph (a) to be false in any material respect, the Local Borrower shall 
promptly notify the Authority of such development, and if in the opinion of the Authority and the underwriters of 
the Authority Bonds such development requires the preparation of a supplement or an amendment to the Preliminary 
Official Statement or the Final Official Statement, the Local Borrower agrees to cooperate with the Authority and 
the underwriters for the Authority Bonds in preparing any such supplement or amendment in a form acceptable to 
such parties and to pay all reasonable expenses incurred by such parties in connection with the preparation thereof. 

Section 6.6 Assignment and Transfer by Authority to Trustee. 

(a) The Local Borrower expressly acknowledges that, other than the right of the Authority to be indemnified by the 
Local Borrower, all right, title and interest of the Authority in, to and under this Loan Agreement will be assigned to 
the Trustee as security for the Authority Bonds, as applicable, as provided in the Authority's Master Trust Indenture, 
and that if any Event of Default shall occur the Trustee, pursuant to the Authority's Master Trust Indenture, shall be 
entitled to act hereunder in the place and stead pf the Authority. The Local Borrower hereby acknowledges the 
requirements of the Authority's Master Trust Indenture applicable to the Authority Bonds and consents to such 
assignment and appointment. The Authority shall retain the right to compel or otherwise enforce observance and 
performance by the Local Borrower of its duties, covenants, obligations and to be indemnified by the Local 
Borrower; provided, however, that in no event shall the Authority or the Trustee have the right to accelerate the 
payments under this Loan Agreement. 

(b) The Local Borrower hereby approves and consents to any assignment or transfer of this Loan Agreement that 
the Authority deems to be necessary in connection with any refunding of the Authority Bonds or otherwise in 
connection with the Clean Water Revolving Fund and Drinking Water Revolving Fund programs of the Authority. 

Section 6.7 Conditions to Assignment by Local Borrower. Notwithstanding Section 4.2, this Loan Agreement 
may not be assigned by the Local Borrower for any reason, unless the following conditions shall be satisfied: (i) the 
Authority, the Trustee and the Credit Enhancer, if any, of the Authority Bonds shall have approved said assignment 
in writing; (ii) the assignee shall be a governmental unit within the meaning of Section 141(c) of the Internal 
Revenue Code or another entity acceptable to the Authority and the assignee shall have expressly assumed in writing 
the full and faithful observance and performance of the Local Borrower's duties, covenants, agreements and 
obligations hereunder; (iii) immediately after such assignment, the assignee shall not be in default in the 
performance or observance of any duties, covenants, obligations or agreements of the Local Borrower hereunder; 
(iv) the Authority and the Trustee shall have received an opinion of bond counsel to the effect that such assignment 
will not adversely affect the exclusion of interest on the Authority Bonds from gross income for purposes of Federal 
income taxation under Section I 03(a) of the Code or make the Authority Bonds or the Loan AMT Obligations; and 
(v) the Authority and the Trustee shall receive an opinion of counsel to the effect that such assignment will not 
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violate the provisions of the Master Trust Indenture or any agreement entered into by the Authority with, or 
condition of any grant received by the Authority from, the United States of America relating to the Capital Grant 
Facility or any capitalization grants received by the Authority or the State under the Federal Water Pollution Control 
Act and the Federal Safe Drinking Water Act. 

No assignment shall relieve the Local Borrower from primary liability for any of its obligations under this Loan 
Agreement and in the event of such assignment, the Local Borrower shall continue to remain primarily liable for the 
performance and observance of its obligations to be performed and observed under this Loan Agreement. 

Section 6.8 Sale or Other Disposition of Project or System. The Local Borrower agrees that it will not sell, 
lease, abandon or otherwise dispose of all or substantially all or any substantial portion ofthe Project or the System 
unless (i) the transferee assumes the Local Borrower's obligations under this Loan Agreement in accordance with 
Section 6.6, (ii) the Authority shall by appropriate action determine, in its sole discretion, that such sale, lease, 
abandonment or other disposition will not adversely affect the Authority's ability to meet its duties, covenants, 
obligations and agreements under the Bond Documents, and will not adversely affect the eligibility of interest on 
Authority Bonds then outstanding or which could be issued in the future for exclusion from gross income for 
purposes of federal income taxation or cause such Authority Bonds to be AMT Obligations, and (iii) the Credit 
Enhancer, if any, of the Authority Bonds shall have given its prior written consent to such disposition. 

Section 6.9 Deficiencies Under Bond Documents Caused by Failure to Make Loan Repayment. The Local 
Borrower acknowledges that payment of the Authority Bonds by the Authority, including payment from moneys 
drawn by the Trustee from the Bond Reserves or the CWRF Financial Assistance Account and DWRF Financial 
Assistance Accounts established under the Bond Documents, does not constitute payment of the amounts due under 
this Loan Agreement. If at any time the amounts on deposit in the Bond Reserves or the CWRF Financial 
Assistance Account and DWRF Financial Assistance Accounts shall be less than the amounts required by the Bond 
Documents as the result of any transfer of moneys from the Bond Reserves or the CWRF Financial Assistance 
Account and DWRF Financial Assistance Accounts which in tum is the result of a failure by the Local Borrower to 
make any Loan Repayments required hereunder, the Local Borrower agrees to (i) replenish such moneys so 
transferred, and (ii) replenish any deficiency arising from losses incurred in making such transfer as the result of the 
liquidation by the Authority of investment securities acquired as an investment of moneys in the Bond Reserves or 
the CWRF Financial Assistance Account and DWRF Financial Assistance Accounts, by making payments to the 
Authority in equal monthly installments for the lesser of six (6) months or the remaining term of the Loan at a 
combined interest and fee rate to be determined by the Authority necessary to make up any Joss caused by such 
deficiency, provided that the combined interest and fee rate payable on the Loan including such make-up combined 
interest and fees shall not exceed the maximum rate permitted by the Authorizing Proceedings which authorized this 
Loan Agreement. 

Section 6.10 Indemnification. To the extent permitted by Jaw, the Local Borrower shall indemnifY, save and hold 
ham1less the Authority against any and all claims, damages, liability and court awards including costs, expenses and 
attorney fees to the extent incurred as a result of any gross negligence or willful misconduct by the Local Borrower, 
or its employees, agents or subcontractors pursuant to the terms of this Loan Agreement. 

Section 6.11 Compliance with Master Trust Indenture. The Local Borrower covenants and agrees to take such 
action as it may lawfully take and as the Authority shall reasonably request so as to enable the Authority to observe 
and comply with, all duties, covenants, obligations and agreements contained in the Master Trust Indenture insofar 
as such duties, covenants, obligations and agreements relate to the obligations of the Local Borrower under this 
Loan Agreement. 

Section 6.12 Provisions Relating to Default. 

(a) Any notice or information which the Local Borrower is to give to the Authority pursuant to the provisions of 
Article 5 shall also be given by the Local Borrower to the Trustee and to any Credit Enhancer at the same time. 

(b) Notwithstanding the provisions of Section 5.3, paragraph (a) and Section 5.7, so long as a Credit Enhancer is 
not in default of its obligations with respect to its payment guarantee of the Authority Bonds and such guarantee is 
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in effect, the Credit Enhancer shall have the right to direct the exercise of remedies provided for h erein and the 
Trustee and the Authority shall not pursue any remedy except with the prior written consent of the Credit Enhancer. 

(c) In the event of a default hereunder by the Local Borrower, the Local Borrower shall also pay the expenses of 
the Trustee and of any Credit Enhancer in the same manner as provided in Section 5.4 with respect to the expenses 
ofthe Authority. 

Section 6.13 Tax Compliance Certificate. If the Authority Bonds are issued and sold on the basis that they are 
Tax-Exempt Obligations, an Authorized Officer of the Local Borrower shall deliver an appropriate certificate 
concerning the reasonable expectations of the Local Borrower as to the use of the proceeds of the Loan and such 
other matters as may be required on the part of the Local Borrower in order to ensure that the Authority Bonds are 
and will remain Tax-Exempt Obligations that are not AMT Obligations. and the Local Borrower covenants to 
comply with the provisions of such certificate. 

Article 7 Miscellaneous 

Section 7. I Binding Effect. This Loan Agreement shall inure to the benefit of and shall be binding upon the 
Authority and the Local Borrower and their respective successors and assigns. 

Section 7.2 Severability. In the event any provision of this Loan Agreement shall be held illegal, invalid or 
unenforceable by any Court of competent jurisdiction, such holding shall not invalidate, render unenforceable or 
otherwise affect any other provision hereof. 

Section 7.3 Amendments, Supplements and Modifications. This Loan Agreement may not be amended, 
supplemented or modified without the prior written consent of the Authority and the Local Borrower. 

Section 7.4 Execution in Counterparts. This Loan Agreement may be executed in several counterparts, each of 
which shall be an original and all of which shall constitute but one and the same instrument. 

Section 7.5 Captions. The captions or headings in this Loan Agreement are for convenience only and shall not in 
any way define, limit or describe the scope or intent of any provisions or sections of this Loan Agreement. 

Section 7.6 Further Assurances. The Local Borrower shall, at the request of the Authority, authorize, execute, 
acknowledge and deliver such further resolutions, conveyances, transfers, assurances, financing statements and other 
instruments as may be necessary or desirable for better assuring, conveying, granting, assigning and confirming the 
rights and agreements granted or intended to be granted by this Loan Agreement. 

Section 7.7 State of Arizona Contract Provisions. 

I. Books and Records. As required by the provisions of Arizona Revised Statutes Section 35-214, the Local 
Borrower agrees that all books, accounts, reports, files and other records relating to this Loan Agreement 
shall be retained and shall be subject at all reasonable times to inspection and audits by the Authority for 
five years after completion of this Loan Agreement, and that upon request by the Authority such records 
shall be produced at any of the Authority offices designated herein as the place at which notices to the 
Authority are to be given. 

2. Prohibition Against Discrimination. In the event that it applies, the parties agree to comply with the 
Arizona Governor's Executive Order 2009-9, entitled "Prohibition of Discrimination in State Contracts 
Non-Discrimination in Employment by Government Contractors and Subcontractors," which mandates that 
all persons, regardless of race, color, religion, sex, age, or national origin shall have equal access to 
employment opportunities, and all other applicable state and Federal employment laws, rules, and 
regulations, including the Americans with Disabilities Act. The Local Borrower shall take affirmative 
action to ensure that applicants for employment and employees are not discriminated against due to race, 
creed, color, religion, sex, national origin or disability. 
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3. Governing Law and Forum. This Loan Agreement shall be governed by and construed in accordance with 
the laws and judicial decisions of the State of Arizona, except as such laws may be preempted by any 
federal rules or regulations. The parties hereto expressly acknowledge and agree and all Local Borrowers 
by their acceptance thereof shall be deemed to have acknowledged and agreed that any judicial action to 
interpret or enforce the terms of this Loan Agreement against the Authority shall be brought and 
maintained in the Superior Court of the State of Arizona in and for Maricopa County or in the United States 
District Court in and for the District of Arizona. 

4. Arbitration. In the event of a dispute, the parties agree to use arbitration, after exhausting applicable 
administrative ·review, to the extent required by Arizona Revised Statutes Section 12-1518, and the 
prevailing party shall be entitled to attorney's fees and costs with respect thereto. 

5. Notice of Arizona Revised Statutes Section 38-511 - Cancellation. Notice is hereby given of the 
provisions of Arizona Revised Statutes Section 38-511, as amended. By this reference, the provisions of 
said statute are incorporated herein to the extent of their applicability to this Loan Agreement under the law 
of the State of Arizona. 

6. Additional Warranties and Certifications from the Local Borrower. 

a. In compliance with Section 23-214(8) of the Arizona Revised Statutes, the Local Borrower 
warrants to the Authority that either (a) it is not an "employer" (within the meaning of Arizona 
Revised Statutes Section 23-214(8)) or (b) it is registered with and is participating in the 
employment verification pilot program as jointly administered by the United States department of 
homeland security and the social security administration or any of its successor programs (the "E
Verify Program") and that the proof submitted to the Authority of that registration and 
participation is true and correct. The Local Borrower agrees that, until the Loan is fully paid, at all 
times during which it is an "employer" (within the meaning of Arizona Revised Statutes Section 
23-214(B)) it will be registered with and will participate in the E-Verify Program. The breach by 
the Local Borrower of the foregoing shall be deemed a material breach by the Local Borrower of 
this Loan Agreement and may result in penalties up to and including the termination of this Loan 
Agreement. If the Authority determines that the Local Borrower is not so registered and 
participating when required, the Authority will notify the Local Borrower by certified mail of the 
determination of noncompliance and the Local Borrower's right to appeal the determination. On a 
final determination of noncompliance, the Local Borrower shall repay all monies received as an 
economic development incentive (within the meaning of Arizona Revised Statutes Section 23-
214(8)) to the Authority within thirty days of the final determination. 

b. Pursuant to Sections 35-391.06 and 35-393.06 of the Arizona Revised Statutes, the Local 
Borrower certifies that it does not have a scrutinized business operation in Sudan or fran. For the 
purpose of this subsection, the tenn "scrutinized business operations" shall have the meanings set 
forth in Sections 35-391 and 35-393 of the Arizona Revised Statutes, as applicable. If the 
Authority determines that the Local Borrower submitted a false certification, the Authority may 
impose remedies as provided by law, including cancelation or termination of this Loan 

Agreement. 

Article 8 Definitions 

Section 8.1 Definitions. The following terms as used in this Loan Agreement shall, unless the context clearly 
requires otherwise, have the following meaning: 

"AMT Obligation" means a Tax-Exempt Obligation the interest on which is an item of tax preference for purposes 
of the alternative minimum tax imposed on individuals and corporations under the Internal Revenue Code. 

"Annual Loan Review Form" means the loan compliance questionnaire circulated by the Authority to all borrowers 
as part of the Authority' s annual loan portfolio review. 
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.. Authority" means the Water Infrastructure Finance Authority of Arizona, a body corporate and politic of the State 
of Arizona duly created and validly existing under and by virtue of the Authority Act. 

"Authority Act" means Title 49, Chapter 8 (Section 49-1 20 I ~ ~.) of the Arizona Revised Statutes ("A.R.S."). 

"Authority Bonds" means any bonds of the Authority issued to finance the State' s revolving fund established 
pursuant to the Water Pollution Control Act, as amended, and the Safe Drinking Water Act. as amended. 

"Authorized Officer" means, (i) with respect to the Local Borrower, the person whose name is set forth in this Loan 
Agreement or such other person or persons authorized by the Local Borrower to act as an authorized officer of the 
Local Borrower to perform any act or execute any document relating to the Loan or this Loan Agreement whose 
name is furnished in writing to the Authority and the Trustee; and (ii) with respect to the Authority, the Chairman, 
Vice Chairman, Executive Director, or any other person or persons designated by the Board to act on behalf of the 
Authority with respect to this Loan Agreement; the designation of such person or persons shall be evidenced by a 
written certificate containing a specimen signature of such person or persons and signed on behalf of the Authority 
by its Chairman or Vice Chairman. 

"Bond Closing" means the date of initial delivery of and payment for the Authority Bonds. 

"Bond Documents" means and includes the Master Trust Indenture, any supplemental indenture and any comparable 
or related document pursuant to which the Authority Bonds are issued, and all further amendments and supplements 
thereto adopted in accordance with the provisions thereof. 

"Bond Reserves " means reserves established by the Bond Documents for the Authority Bonds to secure timely 
payment of amounts due on the Authority Bonds even if one or more local borrowers do not make timely payments 
on their loans. 

"Business Day" means any day other than a Saturday, Sunday or legal holiday or a day on which banking 
institutions, in the city in which the designated office of the Authority (being Phoenix, Arizona) is located, are 
closed. 

"Capital Grant Facility" means the contractual arrangement established with the Authority by the United States of 
America Environmental Protection Agency to make capitalization grant payments pursuant to Title VI of the Federal 
Water Pollution Control Act, as amended (33 U.S.C. § 125 ~ ~.) and the Federal Safe Drinking Water Act, as 
amended (particularly 42 U.S.C. § 300j-12 ~ ~.). 

"Clean Water Acf' means the Federal Water Pollution Control Act amendments of 1972 (P.L. 92-500; 86 Stat. 816), 
as amended by the Water Quality Act of 1987 (P.L. 100-4; 101 Stat. 7). 

"Clean Water Revolving Funcl' means the fund established by A.R.S. § 49-1221 . 

"Code" means the Internal Revenue Code of 1986, the Regulations (whether temporary or final) under that Code or 
the statutory predecessor of that Code, and any amendments of, or successor provisions to, the foregoing and any 
official rulings, announcements, notices, procedures and judicial determinations regarding any of the foregoing, all 
as and to the extent applicable. Unless otherwise indicated, reference to a Section includes any applicable successor 
section or provision and such applicable Regulations, rulings, announcements, notices, procedures and 
determinations pertinent to that Section. 

"Combined Interest and Fee Rate" means periodic interest and fee payments made by the Borrower, see Exhibit A 
to this Loan Agreement. 

"Construction Period" means the period from the date of the Loan Closing until the date of the final disbursement 
of proceeds of the Loan pursuant to this Loan Agreement, but in no event later than the third anniversary of the Loan 
Closing. 
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"Cost" means those costs that are eligible to be funded from draws under the Capital Grant Facility and are 
reasonable, necessary and allocable to the Project and are permitted by generally accepted government auditing 
standards to be costs of the Project. 

"Credit Enhancer'' means the entity so designated in the Bond Documents, if any, or any successor thereto, that 
from time to time has issued and outstanding a municipal bond insurance policy or similar payment guarantee 
relating to the Authority Bonds. 

"CWRF Financial Assistance Account'' means the account so designated in the Master Trust Indenture to which 
loans funded by the Clean Water Revolving Fund shall be credited. 

"Debt Management Fee'' means the fee component of the combined interest and fee payments made by the 
Borrower, see Exhibit A to this Loan Agreement. 

"Department" means the Department of Environmental Quality of the State of Arizona. 

"Drinking Water Facility" has the meaning given that term in the Authority Act, currently: a community water 
system or a non-profit noncommunity water system as defined in the Federal Safe Drinking Water Act (P.L. 93-523; 
88 Stat. 16601; P.L. 95-190; 91 Stat. 1393; P.L. 104-182: I 10 Stat. 1613) that is located in the State. The term does 
not include water systems owned by federal agencies. 

"Drinking Water Revolving Fund' means the fund established by A.R.S. § 49-1241. 

"DWRF Financial Assistance Account" means the account so designated in the Master Trust Indenture to which 
loans funded by the Drinking Water Revolving Fund shall be credited. 

"Eligible Project Costs" means, whether incurred before or after the date of this Loan Agreement, such portion of 
the Costs as is disbursed by the Authority for the benefit of the Local Borrower. The Local Borrower and the 
Authority acknowledge that the actual Eligible Project Costs for the Project have not been determined as of the 
effective date of this Loan Agreement. The final Eligible Project Costs shall be established after all disbursements 
have been made. 

"Event of Default' means any occurrence or event specified in Section 5.1 hereof. 

"Indian Tribe" has the meaning given that term by the Authority Act, currently: any Indian tribe, band, group or 
community that is recognized by the United States Secretary of the Interior and that exercises governmental 
authority within the limits of any Indian reservation under the Jurisdiction of the United States government 
notwithstanding the issuance of any patent and including rights-of-way running through the reservation. 

"Loan" means (a) during the Construction Period, the commitment to lend to the Local Borrower the Estimated 
Eligible Project Costs set forth in this Loan Agreement (as it may be amended or revised from time to time), and (b) 
thereafter, the amount of money equal to the Eligible Project Costs which is actually loaned to the Local Borrower 
pursuant to this Loan Agreement. 

"Loan Agreemenf' or "Agreement' means this Loan Agreement, including the Exhibits and these Standard Terms 
and Conditions attached to this Loan Agreement, as it may be supplemented, modified or amended from time to 
time in accordance with the terms hereof. 

"Loan Closing" means the date of execution and delivery of this Loan Agreement. 

"Loan Repayment Date" means the payment dates commencing and ending on the dates set forth in this Loan 
Agreement. 

"Loan Repayments" means the payments payable by the Local Borrower pursuant to this Loan Agreement. 
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"Local Borrower" means the Political Subdivision or Indian Tribe that is a pany to and is described in the first 
paragraph of this Loan Agreement. 

'·Master Trust Indenture" means and includes the Master Trust Indenture dated as of August 1, 1999, as 
supplemented, and any comparable or related document, pursuant to which the Authority issues Authority Bonds. 

"Political Subdivision" has the meaning given that term by the Authority Act, currently: a county, city, town or 
special taxing district authorized by law to construct wastewater treatment facilities. 

"Project" is the project described in Section 2.1 of the Loan Agreement, all or a portion of the Cost of which is 
financed from the proceeds of the Loan. 

"Repayment Period' means the period over which the principal amount of the Loan will be repaid which period 
begins and ends on the dates set forth in this Loan Agreement. 

"Repayment Principal Amounf' means the amount the Authority agrees to Joan to the Local Borrower pursuant to 
this Loan Agreement or such Jesser amount of actual Eligible Project Costs as represents the aggregate amount of 
the Loan actually made pursuant to this Loan Agreement. 

''Reserve Fund Surety" means a surety bond, insurance policy, letter of credit or similar arrangement representing 
the irrevocable obligation of the issuer thereof to pay to or at the direction of the Local Borrower an amount up to 
the Reserve Requirement as set forth in Exhibit A. 

"Safe Drinking Water Act" means the Federal Safe Drinking Water Act (P.L. 93-523; 88 Stat. 1660; P.L. 96-190; 91 
Stat . 1393; P.L. I 04-182; 110 Stat. 1613), as amended in 1996. 

"Source of Repayment" means the "source of repayment" set forth in this Loan Agreement as defined in Exhibit D. 

"State" means the State of Arizona. 

"System" means the "System" as defined in Section 2.2 ofthe)-oan Agreement. 

"Tax-Exempt Obligation" means any obligation or issue of obligations (including bonds, notes and lease obligations 
treated for federal income tax purposes as evidences of indebtedness) the interest on which is excluded from gross 
income for federal income tax purposes within the meaning of Section 150 of the Code, and includes any obligation 
or any investment treated as a "tax-exempt bond" for the applicable purpose of Section 148 of the Code 

"Trustee" means the Trustee appointed by the Authority pursuant to the Bond Documents and its successor or 
successors and any other corporation which may at any time be substituted in its place as Trustee pursuant to the 
Bond Documents. 

Terms not otherwise defined herein shall have the meanings ascribed to them in Exhibit D to the Loan Agreement. 

Section 8.2 Rules of Interpretation. For all purposes of this Loan Agreement, except as otherwise expressly 
provided or unless the context otherwise requires: 

(a) Words of one gender include the corresponding words of other genders; words of neuter include both genders; 
and words in the singular include words in the plural and vice versa. 

(b) Words indicating persons, parties, or entities (and the like) include firms, associations, partnerships (including 
limited partnerships), limited liability companies (and the like), corporations, trusts and other legal entities, 
including public and governmental bodies, as well as natural persons. 

(c) References to a statute refer to the statute, as amended, and any successor statute, and to all regulations 
promulgated under or implementing the statute or successor statute, as in effect at the relevant time. 
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(d) References to a governmental or quasi-governmental entity or representatives thereof also refer to an entity that 
succeeds to the functions of the governmental or quasi-governmental entity and representatives thereof. 

(e) Headings preceding sections of text and any table of contents are solely for convenience of reference and are 
not part of this Loan Agreement and are not to affect its meaning, interpretation or effect. 

(f) Actions permitted under this Loan Agreement may be taken at any time and from time to time in the actor' s sole 
discretion. 

(g) The word ·'including" means "including, but not limited to" and the word "include" means "include, among 
others: · 

(h) The terms "hereby," "hereof," "herein." and ''hereunder" (and the like) refer to this Loan Agreement. 

(i) Indications of time of day mean local time in Phoenix, Arizona. 

U) This Loan Agreement shall be governed by and construed in accordance with the applicable law of the State of 
Arizona. except for its conflict of law rules and except as preempted by federal. 

Article 9 List of Federal Laws and Authorities 

By Section 5.4 and Section 5.5 of Exhibit B to the Loan Agreement, the Local Borrower agrees that the Project will 
comply with applicable provisions of the following federal laws and authorities: 

Environmental: 

I. Archaeological and Historical Preservation Act of 1974, Pub. L. 93-291 ; 16 U.S.C. § 469a-l. 

2. Clean Air Act, Pub. L. 95-95, as amended; 42 U.S.C. § 7401 et. seq. 

3. Clean Water Act, Titles ll , IV, and V, Pub. L. 92-500, as amended. 

4. Coastal Barrier Resources Act, Pub. L. 97-348; 16 U.S.C. § 3501 et. seq . 

5. Coastal Zone Management Act, Pub. L. 92-583, as amended; 16 U.S.C. § 1451 et. seq. 

6. Endangered Species Act, Pub. L. 93-205, as amended; 16 U.S.C. § 1531 et seq. 

7. Environmental Justice, Executive Order 12898. 

8. Farmland Protection Policy Act, Pub. L. 97-98; 7 U.S.C. § 4201 et seq. 

9. Fish and Wildlife Coordination Act, Pub. L. 85-624, as amended. 

10. Floodplain Management, Executive Order 11988, as amended by Executive Order 12148. 

11. Magnunson-Stevens Fishery Conservation and Management Act, Pub L. 94-265, as amended; 16 U.S.C. § 1801 
et. seq. 

12. National Historic Preservation Act of 1966, Pub. L. 89-665, as amended; 16 U.S.C. § 470 et. seq. 

13. Protection and Enhancement ofthe Cultural Environment, Executive Order 11593. 

14. Protection of Wetlands, Executive Order 11990, as amended by Executive Order 12608; Pub. L. 99-645, as 
codified at 16 U.S.C. § 3901 et. seq. 
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15. Safe Drinking Water Act, section 1424(e). Pub. L. 92-523, as amended: 42 U.S.C. § 300f et. seq. 

16. Wild and Scenic Rivers Act, Pub. L. 90-542, as amended: 16 U.S.C. § 1271 et. seq. 

Social Legislation: 

I. Age Discrimination Act, Pub. L. 94-135; 42 U.S.C. § 6102. 

2. Civil Rights Act of 1964, Pub. L. 88-352, Title VI; 42 U.S.C. § 2000d. 

3. Equal Employment Opportunity, Executive Order 11246, as amended. 

4. Participation by Disadvantaged Business Enterprises in Procurement Under Environmental Protection Agency 
(EPA) Financial Assistance Agreements. 

a. Promoting the use of Small, Minority. and Women-owned Businesses, Executive Orders I 1625. 
121 38 and 12432. 

b. Section 129 of the Small Business Administration Reauthorization and Amendment Act of 1988. 
Pub. L. I 00-590. 

c. Department of Veterans Affairs and Housing and Urban Development, and Independent Agencies 
Appropriations Act, 1993, Pub. L. I 02-389; 42 U.S.C. § 437d. 

d. Title X Clean Air Act, Pub. L. 101-549; 42 U.S.C. § 7601 note. 

5. Rehabilitation Act of 1973, Pub. L. 93-112; 29 U.S.C. § 794 (including Executive Order 11914 and 11250). 

6. Section 13 ofthe Federal Water Pollution Control Act, Pub. L. 92-500; 33 U.S.C. § 1251. 

7. The Drug Free Workplace Act Of 1988, Pub. L. 100-690. 

Economic and Miscellaneous Authority: 

1. Anti-Lobbying Provision (40 CFR Part 34) and New Restrictions on Lobbying, Section 319 of Pub. L. 101-121. 

2. Debarment and Suspension, Executive Order 12549. 

3. Demonstration Cities and Metropolitan Development Act of 1966, Pub. L. 89-754, as amended; 42 U.S.C. 
§ 3331 et. seq. 

4. Preservation ofOpen Competition and Government Neutrality, Executive Order 13502. 

5. Prohibitions relating to violators of the Clean Air Act, Section 306 of the Clean Air Act, 42 U.S.C. § 7505; 
Section 508 of the Clean Water Act, 33 U.S.C. § 1368; Executive Order 11738, Administration of the Clean Air 
Act and the Federal Water Pollution Control Act with Respect to Federal Contracts, Grants, or Loans. 

6. Uniform Relocation and Real Property Acquisition Policies Act of 1970, Pub. L. 91-646, as amended; 
42 u.s.c. §§ 4601-4655 . 

***** 
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TOWN OF QUARTZSITE 

REGULAR COUNCIL MEETING 
Friday, June 7, 2013 

Agenda Item #2 

Summary: 

Consider adoption of a Notice of Intent to increase Wastewater 

Fees and Service Charges, and setting a public hearing on the 

proposed increases. 

Over the last several months, a working group consisting of Utility Department 

and other Town staff, the Town's Engineer, and a Rate Analyst has been 

meeting, and gathering/validating data to develop a fair and equitable utility 

rate distribution proposal. We have also worked with the aim of developing a 

much simpler rate structure that more appropriately reflects our community's 

changing face from season to season. To address the timelines for securing the 

Federal grant and closing the loan for our wastewater expansion, the group 

focused on the sewer rates first. 

The process for water and wastewater (sewer) rate changes is governed by 

Town Code and by State Statute. Town code provides that rates shall be 

reviewed periodically by 1) the Utility Department and/or 2) the Municipal 

Utility Administrative Committee (MUAC). If the [Utility] department 

recommends changes to the fee structure, they shall issue a request to the 

Council with a recommendation for fee modification. The Council shall then act 

upon the recommendation in accordance with [State statute]. 

State statute provides the following timelines and process for utility rate 

increases. 

• Post a Notice of Intention regarding a proposed rate structure change on 

the home page of the Town's website at least sixty (60) days before the 

Council meeting where the fees are acted upon. 

• Prepare a written report justifying the proposed rate structure. This report 

will be filed with the office of the Town Clerk, and will be available to the 

public at least thirty (30) days prior a public hearing. 

• Adopt a Notice of Intention regarding a proposed rate structure change at a 

regular council meeting. The Notice will set a date for a public hearing on 

the proposed change, which must be held not less than thirty (30) days after 

adoption of the Notice of Intention. 



• A copy ofthe adopted Notice of Intention showing the date time and place 

of the public hearing is published one time in a newspaper of general 

circulation not less than twenty (20) days prior to the public hearing date. 

• After holding the public hearing, the Town Council may adopt by resolution 

or ordinance the proposed rate change. 

• The rate change may not become effective until thirty (30) days after 

adoption of the resolution or ordinance. 

In advance of bringing a Notice of Intent to the Council to consider modification 

of the sewer rates, sessions were held with the Municipal Utility Advisory 

Committee on May 23, 2013, and with the Town Council on May 24, 2013. 

The attached proposed Notice of Intent to increase Wastewater Fees and 

Service Charges sets a date of August 13, 2013 for a public hearing on the 

proposed changes. We anticipate that the new rate structure will become 

effective October 1, 2013. 

Responsible Person: Laura Bruno, Town Manager 

Attachment: 1. Notice of Intent to increase Wastewater Fees and Service Charges 
pursuant to A.R.S. § 9-511.01 
2. Draft of the Sewer User Rate Study 

Action Requested: Adopt the Notice of Intent to increase Wastewater Fees and 
Service Charges, and set a public hearing on the proposed 
increases for August 13, 2013. 



TOWN OF QUARTZSITE 
PUBLIC NOTICE 

NOTICE OF INTENT TO INCREASE WASTEWATER FEES 
AND SERVICE CHARGES PURSUANT TO A.R.S. § 9-511.01 

The Council of the Town of Quartzsite) La Paz County) Arizona) at a public meeting on June 7) 
2013, adopted a motion to direct staff to publish a Notice oflntention that the Town of 
Quartzsite intends to increase fees and service charges related to Wastewater Services. 

The proposed fees and charges for FY 2013/14 are based upon the adopted sewer budget for FY 
2012/13 plus the estimated cost of one-half year ofthe WIFAIUSDA loan repayment for the 
treatment plant upgrade/expansion project. The total budget for the sewer enterprise fund for FY 
2013/14 is estimated to be $952,683. The major components of the budget are shown in the 
following figure. 

$40,000,4% 

$10,000,1% 

• Total O&M • Capital Outlay L Debt • Capital Reserve 

The Town is proposing to simplify the sewer rate structure. The new rate structure includes a 
base charge for all users based on Arizona Department of Environmental Quality (ADEQ) design 
criteria per user class. ADEQ design standards for each user class are required for the sizing and 
design of treatment plant facilities and therefore represent the equitable basis for fixed cost 
recovery. The treatment plant must be sized to accommodate the design peak flows per user on 
an annual basis whether the customer is year-round or seasonal. 

The individually metered single family rate structure includes a minimum charge for the first 
5000 gallons per month then a commodity charge per each 1000 gallons above the minimum. No 
other class of users has a minimum charge. 5000 gallons per month is the average individually 
metered single family usage. 

Added to the base charge for all customer classes is a commodity charge based on the actual 
usage and estimated sewerage strength of the customer. Five strength categories have been 



established by this study. They are individually metered single family residential; residential 
users which include mobile homes, deeded lots, and RV spaces; and three commercial strength 
categories: low, medium, and high. Low commercial users are all general commercial users that 
do not provide on-site food preparation that are serviced with a single water meter. Medium 
commercial users are defined as a mixture of food preparation with other general commercial 
uses that are serviced with a single water meter. High strength commercial users are restaurants 
and other users with on-site food preparation that are serviced with a single water meter. 

The following fees and charges are proposed: 

FY14 FY15 FY16 FY17 FY18 

Base Rate (Per Month) 
lndi-.1dually Metered Single Family $ 15.00 $ 16.39 $ 16.53 $ 16.70 $ 16.83 
Mobile Homes $ 15.00 $ 16.39 $ 16.53 $ 16.70 $ 16.83 
Deeded Lot $ 15.00 $ 16.39 $ 16.53 $ 16.70 $ 16.83 
RV Park Per Space $ 10.96 $ 11.98 $ 12.08 $ 12.21 $ 12.30 
1" Meters Commercial $ 15.00 $ 16.39 $ 16.53 $ 16.70 $ 16.83 
2" Meters Commercial $ 48.00 $ 52.46 $ 52.89 $ 53.44 $ 53.86 
Motel/Hotel Per Room $ 5.48 $ 5.99 $ 6.04 $ 6.10 $ 6.15 

Commodity Rate (Per 1000 gallons) 
Single Family (abo-.e minimum) $ 1.50 $ 1.60 $ 1.70 $ 1.80 $ 1.90 
Multi-Family $ 1.70 $ 1.80 $ 1.90 $ 2.00 $ 2.10 
Mobile Home/RV Combination $ 1.70 $ 1.80 $ 1.90 $ 2.00 $ 2.10 
RV Parks $ 1.70 $ 1.80 $ 1.90 $ 2.00 $ 2.10 
Deeded Lots $ 1.70 $ 1.80 $ 1.90 $ 2.00 $ 2.10 
General Commercial (Low Strength) $ 1.60 $ 1.70 $ 1.80 $ 1.90 $ 2.00 
Restaurants (High Strength) $ 3.70 $ 3.90 $ 4.20 $ 4.40 $ 4.60 
Churches (Low Strength) $ 1.60 $ 1.70 $ 1.80 $ 1.90 $ 2.00 
Mixed Use Commercial (Medium Strength) $ 2.40 $ 2.60 $ 2.70 $ 2.90 $ 3.10 
Swapmeet RV $ 1.70 $ 1.80 $ 1.90 $ 2.00 $ 2.10 

Single Family Monthly Minimum $ 23.02 $ 24.89 $ 25.58 $ 26.29 $ 27.03 

As stated earlier, the rates in the prior table are based on the estimated sewer enterprise fund 
budgets for each year. The FY 2014/15 budget is estimated to be 8% higher than FY 2013/ 14 due 
to the addition of the full annual WIFNUSDA loan repayment. After that time period it is 
anticipated that the Town will increase its rates for the remaining three years of the planning 
period at or slightly below the Gross Domestic Product Implicit Price Deflator spending limits 
inflation factor as determined by the State of Arizona Department ofRevenue. The 2012 
inflation rate was established by the Department at 2.8527%. In discussions with Department 
staff it is estimated that this annual inflation rate will not decrease. The FY 2015/ 16 to FY 
2017/ 18 revenue requirements and rates shown in the following table are based on this 
assumption. Should an extraordinary expense occur during this time period that cannot be 
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absorbed by inflationary adjustments, the Town would need to reconsider its revenue 
requirement and associated user rates. 

The Quartzsite Town Council will consider approving these proposed fees and charges in a 
Public Hearing to be held August 13, 2013 in the Council Chambers, 465 North Plymouth 
A venue, Quartzsite, Arizona, as part of the Council Meeting scheduled to begin at 6:30 pm. 

THE ABOVE FEES AND CHARGES WILL BECOME EFFECTIVE THIRTY (30) 
DAYS AFTER APPROVAL BY THE TOWN COUNCIL. 

A copy of the written report supporting these increases may be reviewed at the office of the 
Town Clerk of the Town of Quartzsite, 465 North Plymouth Avenue, Quartzsite, Arizona 85539 
during normal office hours, Monday through Friday, 8am - 5pm. Persons wishing to comment 
on the proposed changes may do so, in writing, prior to the public hearing to be held on the date 
listed above or may testify in person at the hearing. 

Dated this _ _ day of ___ ___ _ , 2013 . 

Town of Quartzsite 

Terry Frausto 
Town Clerk 
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OVERVIEW OF THE SEWER USER RATE SETTING PROCESS 

Executive Summary 

ES.1 Introduction 

Atkins worked with the Town of Quartzsite to perform a comprehensive sewer user rate study. A 
comprehensive rate study determines the adequacy of the existing rates and provides the basis 
for adjustments to maintain cost-based rates. This report describes the methodology, findings, 
and conclusions of the sewer user rate study (rate study). 

Quartzsite is a unique town. The current population is estimated to be 3,677 annual residents. 
The population massively changes during winter months with an estimated 1 million visitors per 
year who populate the Town's RV Parks during the winter months. The Town only has 446 
individually water metered single family homes versus 3,362 master water metered RV/mobile 
home/ deed lot parks. Thus a sewer rate structure must take into account the seasonality of the 
community and insure that year-round residents are not subsidizing seasonal users. 

ES.2 Overview of the Sewer User Rate Study Process 

A comprehensive rate study typically utilizes three interrelated analyses to address the 
adequacy and equity of the utility's rates. These three analyses are a revenue requirement 
analysis, a cost of service analysis, and a rate design analysis. The process is illustrated in 
Figure ES-1. 

Figure ES-1 Overview of the Comprehensive Rate Study Analysis 

Revenue Requirement Analysis 

Cost of Service Analysis 

Rate Design Analysis 

ATKINS 

Compares the sources of funds (revenue) to 
the expenses of the utility to determine the 
overall rate adjustment required 

Allocates the revenue requirements to the 
various customer classes of service in a "fair 
and equitable manner 

Considers both the level and structure of the 
rate design to collect the target level of 
service 

Page ES-1 Town of Quartzsite 
Sewer Service Charge Rate Study 

June 2013 



OVERVIEW OF THE SEWER USER RATE SETTING PROCESS 

The Town's sewer utility was evaluated on a "stand-alone" basis. That is, no subsidies between 
the utility or other Town funds should occur. By viewing the utility on a stand-alone basis the 
need to adequately fund operations and maintenance (O&M), capital infrastructure (CIP), and 
required debt service must be balanced against the rate impacts on utility customers. 

A detailed and comprehensive process was used to review the Town's rates. As a part of the 
rate study process a number of on-site project meetings and conference calls were used to 
review the results with Town management, engineer, and staff, as well as members of the 
Municipal Utility Administrative Committee (MUAC) and the Town Council. Atkins would like to 
thank Laura Bruno, Kevin Murphy, Dennis Dole, Skip Gallup, Rob Troxler, Rondus Bennett, and 
Jeff Sorensen for the hundreds of hours spent gathering and analyzing customer and plant data. 
From this process the new rate structure and final proposed rates were developed. 

The steps shown in Figure ES-1 produced the following results for establishing rates for Fiscal 
Year (FY) 2013/2014: 

Revenue Requirement Analysis: The Town's sewer utility FY 2012/2013 revenue requirement 
was increased from $800,000 to $928,000 to cover one-half year principal and interest for the 
new WIFA/USDA loan repayments for the treatment plant upgrade and expansion and for the 
inclusion of a $40,000 annual capital replacement fund to repair the Town's aging sewer 
infrastructure. The wastewater treatment plant is currently at capacity during winter months and 
thus an expansion is required to meet expanding winter month peak demand due to seasonal 
users. Figure ES-2 shows the distribution of costs for the recast FY2012/13 budget including the 
loan repayments and capital reserve. 

ATKINS 

Figure ES-2 FY 2012/13 Recast Budget Expenditures 

$40,000 ' 
4% 

$401 ;678 , 
42% 

• Total O&M • Capital Outlay ' Debt • Capital Reserve 
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OVERVIEW OF THE SEWER USER RATE SETTING PROCESS 

Cost of Service Analysis: The cost of service analysis revealed that the Town's RV Parks 
have not been providing their required funding for the utility's fixed costs. In addition the sewage 
strength allocations for commercial/industrial customers were brought up to current industry 
standards in this study. Figure ES-3 shows the current revenue being paid by each user class. 

ATKINS 

Figure ES-3 Current Revenue Being Paid By Each User Class 

Figure ES-4 Revised Revenue Requirement Based On 
ADEQ Design Standards and Actual Usage 
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OVERVIEW OF THE SEWER USER RATE SETIING PROCESS 

Rate Design Analysis: The Town's current sewer rate structure is a very complex structure for 
a town the size of Quartzsite. The residential charge consists of a base fee of $31 .50 per single 
family residential unit plus additional charges for RV Hook-ups and additional homes on the 
same parcel. The commercial rates are a combination of base fee of $52 plus charges for 
various fixture rates for sinks, laundry machines, motel rooms, RV spaces, restaurant seats, 
church seats, etc. Some commercial users have been shifted to a combination of base fee and 
volumetric rate of $3.56 per 1000 gallons of water. A copy of the full current rate schedule is 
included in Appendix A to this report. 

The Town's current rate structure does not meet current industry standards. Thus the rate 
design analysis seeks to simply the current rate structure while providing fair and equitable rates 
to all customers by eliminating inter-class subsidies. The rates are also designed to recover the 
cost of required O&M, CIP, and debt service. And finally the rates are designed to promote 
water conservation. 

Table ES-1 provides a summary of the new sewer rates. As stated earlier, the Town is 
proposing to simplify the sewer rate structure. The new rate structure includes a base charge for 
all users established on ADEQ design criteria per user class. ADEQ design standards for each 
user class are required for the sizing and design of treatment plant facilities and therefore 
represent the equitable basis for fixed cost recovery. The treatment plant must be sized to 
accommodate the design peak flows per user on an annual basis whether the customer is year
round or seasonal. 

Table ES-1 Comparison of Current versus Proposed Sewer User Rates 

FY14 

Base Rate (Per Month) 

Individually Metered Single Family $15.00 

Mobile Homes $15.00 

Deeded Lot $15.00 

RV Park Per Space $10.96 

1" Meters Commercial $15.00 

2" Meters Commercial $48.00 

Motel/Hotel Per Room $5.48 

Commodity Rate (Per 1000 gallons) 

Single Family (above minimum) $1 .50 

Multi-Family $1.70 

Mobile Home/RV Combination $1 .70 

RV Parks $1.70 

Deeded Lots $1.70 

General Commercial (Low Strength) $1.60 

Restaurants (High Strength) $3.70 

Churches (Low Strength) $1.60 

Mixed Use Commercial (Medium Strength) $2.40 

Swapmeet RV $1 .70 

Single Family Monthly Minimum $23 .02 
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FY15 FY16 

$16.39 $16.53 

$16.39 $16.53 

$16.39 $16.53 

$11 .98 $12.08 

$16.39 $16.53 

$52.46 $52 .89 

$5.99 $6.04 

$1 .60 $1 .70 

$1 .80 $1 .90 

$1 .80 $1 .90 

$1.80 $1 .90 

$1.80 $1 .90 

$1 .70 $1 .80 

$3.90 $4.20 

$1 .70 $1 .80 

$2.60 $2.70 

$1 .80 $1 .90 

$24.89 $25.58 

FY17 FY18 

$16.70 $16.83 

$16.70 $16.83 

$16.70 $16.83 

$12.21 $12.30 

$16.70 $16.83 

$53.44 $53.86 

$6.10 $6.15 

$1 .80 $1 .90 

$2.00 $2.10 

$2.00 $2.10 

$2.00 $2.10 

$2.00 $2.10 

$1.90 $2.00 

$4.40 $4.60 

$1 .90 $2.00 

$2.90 $3.10 

$2.00 $2.10 

$26.29 $27.03 
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OVERVIEW OF THE SEWER USER RATE SETTING PROCESS 

The individually metered single family rate structure includes a minimum charge for the first 
5000 gallons per month then a commodity charge per each 1000 gallons above the minimum. 
No other class of users has a minimum charge. 5000 gallons per month is the average 
individually metered single family usage. 

Added to the base charge for all customer classes is a commodity charge based on the actual 
usage and estimated sewerage strength of the customer. Four strength categories have been 
established by this study. They are individually metered single family residential ; residential 
users which include mobile homes, deeded lots, and RV spaces; and three commercial strength 
categories: low, medium, and high. Low commercial users are all general commercial users that 
do not provide on-site food services on a single water meter .. Medium commercial users are 
defined as a mixture of food preparation with other general commercial uses on a single water 
meter. High strength commercial users are restaurants and other users with on-site food 
preparation on a single water meter. 

Table ES-2 summarizes and contrasts the current FY 2012/2013 user rates for sample users 
from user each class to the proposed FY 2013/2014 rates. 
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Class of Users 

Single Family Low Water Use w/RV 
Hookup 

Single Family Average User 

Single Family High Water Use 

39 Mobile & 28 RV Spaces 

16 RV & 6 Mobile Home Spaces 

250 Deeded Lots 

General Commercial Low Strength 
1" Water Meter 

General Commercial Medium Strength 
2" Water Meter 

General Commercial High 2" Water Meter 

Church 

ATKINS 

Table ES-2 Comparison of Sewer User Rates 

FY 2012/13 Rates & Structure 

Average Total 
Monthly Average Per 

Consumption Sewer Monthly Living 
(1000 gallons) Base Sewer Charge Unit 

3,000 $31 .50 $7.25 $38.75 $19.38 

5,000 $31.50 $31 .50 $31 .50 

20,000 $31 .50 $31 .50 $31 .50 

306,500 $39.75 $1 ,093.25 $1 ,133.00 $16.91 

49,000 $39.75 $270.50 $310.25 $14.10 

23,300 $144.00 $2,500.50 $2,644.50 $10.58 

17,800 $52.00 $52.00 

232,500 $52.00 $827.70 $879.70 

73,300 $52 .00 $204.00 $256.00 

$ -
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FY 2013/14 Proposed Rates & Structure 

Base Commodity 
Charge Charge 

$23.02 

$23.02 

$23.02 $22.50 

$891 .98 $512.43 

$265.43 $81.92 

$3,749.84 $38.95 

$15.00 $28.24 

$48.00 $567.75 

$48.00 $272.44 

Total 
Average Per 
Monthly Living 
Charge Unit Change 

$23.02 $23.02 $(15.73) 

$23.02 $23.02 $(8.48) 

$45.52 $45.52 $14.02 

$1,404.41 $20.96 $271.41 

$347.35 $15.79 $37.10 

$3,788.79 $15.16 $1,144.29 

$43.24 $(8.76) 

$615.75 $(263.95) 

$320.44 $64.44 

$- $-
-----
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Section 1 
Overview of the Sewer User Rate Setting Process 

1.1 Overview of the Rate Study Process 

A comprehensive rate study typically utilizes three interrelated analyses to address the 
adequacy and equity of the utility's rates. These three analyses are a revenue requirement 
analysis, a cost of service analysis, and a rate design analysis. The process is illustrated in 
Figure 1-1. 

Figure 1-1 Overview of the Comprehensive Rate Study Analysis 

Revenue Requirement Analysis 

Cost of Service Analysis 

Rate Design Analysis 

Compares the sources of funds (revenue) to 
the expenses of the utility to determine the 
overall rate adjustment required 

Allocates the revenue requirements to the 
various customer classes of service in a "fair 
and equitable manner 

Considers both the level and structure of the 
rate design to collect the target level of 
service 

The Town's sewer utility was evaluated on a "stand-alone" basis. That is, no subsidies between 
the utility or other Town funds should occur. By viewing the utility on a stand-alone basis, the 
need to adequately fund both operations and maintenance (O&M) and capital infrastructure 
(CIP) must be balanced against the rate impacts on utility customers. 

1.2 Generally Accepted Rate Setting Principles 

As a practical matter, utilities should consider setting their rates around some generally 
accepted or global principles and guidelines. Utility rates should be: 

• Cost-based, equitable, and set at a level that meets the utility's full revenue requirement 
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• Easy to understand and administer 
• Design to conform with generally accepted rate setting techniques 
• Stable in their ability to provide adequate revenues for meeting the utility's financial, 

operating, and regulatory requirements 
• Established at a level that is stable from year-to-year from a customer's perspective 
• The majority of utilities costs are fixed in nature, e.g. debt service and employee salaries 

must be paid no matter what the flow is at the sewage treatment plant. 

These principles and guidelines were applied, to the degree possible, in the development of the 
rate analyses developed for the City. 

1.3 Prudent Financial Planning 

The establishment of financial planning and rate setting policies are intended to provide 
guidance in the financial planning and rate-setting process, and in the day-to-day financial 
management of the Town's sewer utility. 

Adoption and use of financial policies provides a strong foundation for the long-term 
sustainability of the utility and provides the outside financial community with a better 
understanding of the Town's commitment to managing the utility in a financially prudent manner. 
Atkins also recommended some financial practices as part of developing the revenue 
requirement for the Town's sewer utility. These recommended financial policies and practices 
are summarized below: 

• Establishing Minimum Rate Stabilization Fund Balance (Operating Reserve): The 
Town strives to maintain a cash balance sufficient to meet the day-to-day cash flow 
requirements and operating expenses of the utility. The City establishes their budget on 
a fiscal year basis ending June 301

h of each year. However, the Town's population is 
seasonable starting in October of each year. Thus prudent financial management would 
advise that the Town should maintain six-months of operating cash to pay the bills in the 
off season. The City's projected 2014 revenue requirement is $928,000 thus the 
Operating Reserve should be established at $465,000. 

• Establishing Minimum Capital Reserve Funds: Capital reserves are established to 
fulfill the cash flow requirements of capital infrastructure construction costs, which can 
vary significantly annually, depending on each year's projects and the funding sources 
available. Within the utility industry, capital reserves are generally established based on 
an average of projected annual capital expenditures, excluding unusually large "one
time" capital needs or accumulated depreciation. The Town should attempt to maintain a 
capital reserve approximately equal to current accumulated depreciation. Based on the 
Town's proposed FY 2013/14 budget current accumulated depreciation of the 
wastewater system is $217,000. This study incorporated the funding of this reserve over 
multiple years starting in FY 2013/2014. The recommended funding for this reserve is 
$40,000 per year during the f ive- year planning period of this study. 
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• Rate Funding for Renewal and Replacement Capital Projects: The funding of on
going renewal and replacement capital projects should primarily be funded from rates. 
The use of debt should be reserved for only extraordinarily large capital projects such as 
the treatment plant expansion with a useful life of 30 years or more. In order to 
adequately support this funding method, the Town should continue its practice of funding 
$10,000 per year in capital replacement projects. Any capital money not spent should be 
placed in the Capital Reserve Fund to offset unanticipated capital projects. 

1.4 Determining the Revenue Requirement 

In developing the revenue requirement the Town's 2013 budget was analyzed on a "stand
alone" basis. That is no other funds were used to subsidize utility services. The following 
paragraphs describe the general methodology and approach that Atkins used to develop the 
Town's sewer user rate study. 

1.4.1 Establishing a Projected Time Frame 

Reviewing a multi-year period is recommended to identify any major expenses that may be on 
the horizon. The financial planning model developed by Atkins for the Town contains a f ive-year 
planning horizon. This was done to allow for planning of any lower or higher treatment plant 
costs after the expansion is complete that may arise but are unknown at this time. 

1.4.2 Establishing a Methodology and Approach 

The second step in determining the revenue requirement for the Town was to decide on the 
basis of accumulating costs. For the Town's revenue requirements, a "cash basis" approach 
was utilized. For municipal utilities, the cash basis approach is the most frequently used 
methodology. Table 1-1 provides a summary of the cash basis methodology used to develop 
the sewer revenue requirement. 

Table 1-1 Overview of "Cash Basis" Revenue Requirement Methodology 

+ Operations and Maintenance 

+ Debt Service 

+ Capital Projects Based on Rates 

=Total Revenue Requirement 

- Miscellaneous Revenues 

= Net Revenue Requirement from Rates 

In addition to the above cost components, some utilities may include a component for a "change 
in working capital" which is a use of, or additional funding for, operating or capital reserves. This 
component is either used to help mitigate the need for a rate adjustment, or to replenish 
operating and capital reserves. This is the case with the gradual increase in the rate for fund ing 
for the capital reserve over the five year period. 
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1.5 Cost of Service Analysis 

After the total revenue requirement is determined it is allocated to the users of the service. The 
equitable allocation of a utility's cost is usually accomplished via a cost of service analysis. A 
cost of service analysis allocates cost in a manner that fairly reflects the cost relationships for 
producing and delivering services. 

A cost of service study requires three steps: 

1. Costs are functionalized or grouped into the various cost categories related to providing 
service (for example for a sewer rate study costs are functionalized to customer, 
capacity, collection, and treatment) . 

2. The functionalized costs are then classified to specific cost components. Classification 
refers to the arrangement of the functionalized data into cost components. Sewer utility 
costs are typically classified between fixed costs (costs required to maintain capacity 
and service levels in the sewage treatment facilities) and variable costs (volume of flow 
and strength of wastewater). 

3. Once costs are classified into cost components, they are allocated to the customer 
classes of service (residential, commercial, etc.). The allocation is based on each 
customer class' relative contribution to the cost component. For example, fixed related 
costs are proportionally allocated to each class of service based on the total number of 
customers and required capacity in that class of service. Once costs are allocated, the 
required revenues for achieving cost-based rates can be determined. Average unit costs 
(cost-based rates) are also determined within the cost of service and can be used as a 
starting point for establishing final proposed rate designs. 

1.6 Designing Rates 

The final step of the comprehensive rate study process is the development of rates to collect the 
desired levels of revenues, based on the results of the revenue requirement and cost of service 
analysis. In reviewing rate designs, consideration is give to the level of the rates and the 
structure of the rates. Level refers to the amount of revenue to be collected, while structure 
refers to the way in which the revenue is collected (e.g. fixed versus variable costs). 

1.6.1 Rate Design Criteria 

Prudent rate administration dictates that several criteria must be considered when setting utility 
rates. Some of the rate design criteria are listed below: 

• Rates which are easy to understand from the customer's perspective 
• Rates which are easy for the utility to administer 
• Consideration of the customer's ability to pay 
• Continuity, over time, of the rate making philosophy 
• Policy considerations (encourage water conservation, economic development, etc.) 
• Yield the total revenue requirements 
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• Provide revenue stability from month to month and year to year 
• Promote efficient allocation of the resource. 
• Equitable and non-discriminatory (cost based) 

It is impossible to achieve all of these rate design goals and objectives in a single rate. Given 
that, the rate design goals and objectives noted above need to be prioritized in order to be able 
to achieve the utility's overall rate design goals and objectives. For the most part, a major focus 
should be on establishing rates which are cost-based, equitable to all classes of users and 
generate sufficient revenues from year-to-year. For this particular study, we believe that each 
one of those three goals was achieved. 
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Section 2 
Development of the Sewer User Rate Study 

2.1 Introduction 

This section describes the development of the sewer rate study for the Town. One of the 
objectives of the study is to develop cost-based rates using current industry standard guidelines. 
The City has performed rate studies from time to time, most recently in 2012, to insure that its 
revenue requirements are met. Yet, the current sewer rate structure was established many 
years ago and would benefit from the proposed updates. 

2.2 Determining the Sewer Revenue Requirement 

The sewer revenue requirement assumes the full and proper funding on a stand-alone basis 
needed to operate and maintain the system on a financially sound and prudent basis. The 
primary financial inputs in this process were the Town's accounting and billing records, capital 
plan, and budget. Provided below is a detailed discussion of the steps and key assumptions 
contained within the development of the Town's revenue requirement analysis. 

2.2.1 Determination of Time Period and Method of Accumulating Costs 

The initial step in calculating the revenue requirement for the Town was to establish a "time 
period", or time frame of reference for the revenue requirement analysis. As discussed in 
Section 2, Atkins forecasted the City's sewer revenue requirements for the five -year period of 
FY 2013/2014 to FY 2017/2018. By reviewing costs over an extended time period, the Town 
can anticipate and plan around any significant changes or needs in operating and capital 
requirements. By planning around these anticipated needs, the Town can minimize short-term 
rate impacts and stabilize overall long-term rates. 

The second step in determining the revenue requ irements for the Town was to decide on the 
basis of accumulating costs. As noted in Section 1.4.2, a "cash basis" approach is typically used 
for this analysis. 
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Given a time period around which to develop the Town's revenue requirements, and a method 
to accumulate those costs, the focus now shifts to the development of the revenues and 
expenses for the sewer utility, and ultimately to the development of a five-year financial plan. 

2.2.2 Capital Improvements 

To forecast and examine the Town's revenue requirements, Atkins and Town staff analyzed 
annual historical trends for replacement capital improvement plan (CIP) costs. The Town has 
historically funded $10,000 of capital improvements on a pay-as-you-go basis annually. CIP 
costs for future years were escalated at 2% annually beginning in FY 2014/2015 to keep up with 
construction inflation. 

2.2.3 Projection of Operation and Maintenance Expenses 

O&M expenses are incurred by the Town to provide sewer service to the Town's customers. 
O&M expenses are accounted for during the current year and are not capitalized or amortized 
over an extended period of years. For the purpose of forecasting O&M expenses, the Town 
provided its latest budget estimates for FY 2012/2013 and FY 2013/14. 

The Town groups its O&M expenses into categories including wages, benefits, professional 
services, utilities, materials and supplies, and other supplies necessary to maintain the Town's 
sewer collection system and treatment plant. Atkins reviewed escalation factors with Town staff 
to use in budget forecasts for future years. The escalation factors used in this study range of 
2.0% to 3% per year, depending on the type of cost and recent inflationary trends , general 
inflation, and employee related costs. 

To project future O&M expenses, Atkins used the Town's proposed budget numbers from FY 
2013/2014. Beyond FY 2013/2014, Atkins escalated O&M expenses based on the previously 
mentioned escalation factors. 

The recommended rates for adoption contained in this report are based on the Town's FY 
2012/13 adopted budget with the following additions: 

• $40,000 for capital reserve funding 
• $72,477 for one-half year repayment of the WIFAIUSDA loans for the treatment plant 

upgrades and expansion. 

Thus the recast FY 2012/13 budget is $952,683. The breakdown of the recast budget is 
illustrated in Figure 2-1 . 
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Figure 2-1 

$40,000. 
4% 

FY 2012/13 Recast Budget 

i $401,678, 
42% 

' ' 

• Total O&M • Capital Outlay Debt • Capital Reserve 

2.2.4 Determination of Fixed Versus Variable Costs 

The recast FY 2012/13 budget was then broken into fixed and variable costs. Figure 2-2 
illustrates the fixed versus variable costs in the recast budget. 

Figure 2-2 Fixed Versus Variable Costs 

• Fixed Costs • Variable Costs 
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As shown in Figure 2-2, 72% of the Town's sewer budget is fixed costs. Fixed costs are defined 
as costs that must be paid no matter the volume of flows to the sewage treatment plant. 
Figure 2-3 further breaks down the fixed costs by category. 

The fixed costs within the O&M category include such items as insurance, laboratory services to 
meet EPA requirements for the Town's NPDES permit, licenses, and permits. 

Figure 2-3 Summary of Fixed Costs by Category. 

$46,4461 
7% 

$201,205 , 
29% 

$40,000 1 
6% 

• Debt • Capital Reserve ' Employee Cost 11 O&M Budget 

Fixed costs are customarily recovered in a base charge to all users established on their design 
capacity in the sewer system. Variable costs are recovered through a commodity charge 
established on each customer's estimated sewer flow and sewage strength. This will be 
discussed further in the rate design subsections of this study. 

2.2.5 Forecast of Sewer Non-Rate Revenues 

The Town collects non-rate revenues that reduce the revenue required from sewer rates. These 
non-rate revenues include sewer capital fees, tower leases, and miscellaneous revenue. The 
Town's miscellaneous sewer revenues are minimal. The Town provided its FY 2012/2013 
projection of $32,000 in miscellaneous revenues. Atkins maintained that amount as the annual 
forecast of miscellaneous revenues for the entire planning period. Non-rate revenues are 
subtracted from the total identified budget to establish the" revenue requirement" from sewer 
rates. 

2.2.6 Summary of the Sewer Revenue Requirements 

The components of the Town's budget (fixed costs +variable costs - non-rate revenues) come 
together to develop the overall sewer revenue requirement for the Town. In developing the final 
revenue requirement, consideration was given to the financial planning considerations of the 
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Town. In particular, emphasis was placed on attempting to m1n1m1ze rates, yet still have 
adequate funds to support the required debt service, operational activities, and capital projects 
throughout the planning period. 

The sewer financial planning model that Atkins developed for the Town is designed to calculate 
the necessary overall adjustments to annual rate revenue in order to meet the Town's existing 
and future revenue requirements. Based on the revenue requirements described above, less 
non-rate revenues, Atkins calculated annual rate revenue adjustments that met the Town's 
goals including minimal annual impacts on customers, while meeting all of the needs of the 
sewer utility's debt service, operations, and capital infrastructure. A summary of the annual 
sewer rate revenue adjustments and average individually metered single family customer rate 
impacts are shown in Table 2-1. It is anticipated that the FY 2013/14 rate adjustment will take 
effect in September 2013 and then subsequent rate adjustment for all user classes will be 
effective July 1 of each following year. As shown in Table 2-2 the average individually metered 
single family residence will see their sewer rate decrease in FY14 due to the recommended 
revisions in the current rate study to their rate structure. 

Table 2-1 Summary of Average Individually Metered Single Family Monthly Bill Impacts 

Current FY14 FY15 FY16 FY17 FY18 

Single Family Minimum/Average $31 .50 $23.02 $24.89 $25.58 $26.29 $27.03 

Percent Change -27% 8% 2.8% 2.8% 2.8% 

The 8% revenue requirement adjustment shown in FY 2014/15 is the result of adding in the full 
annual WIFA/USDA loan repayment. After that time period it is anticipated that the Town will 
increase their rates for the remaining three years of the planning period at or slightly below the 
Gross Domestic Product Implicit Price Deflator spending limits inflation factor as determined by 
the State of Arizona Department of Revenue. The 2012 inflation rate was established by the 
Department at 2.8527. In discussions with Department staff it is estimated that this annual 
inflation rate will not decrease. The FY 2015/16 to FY 2017/18 revenue requirements and the 
average single family rates shown in Table 2-2 are based on this assumption. Should an 
extraordinary expense occur during this time period that cannot be absorbed by inflationary 
adjustments the Town would need to reconsider their revenue requirement and associated user 
rates. 

Thus we have established revenue requirements and rates based on the recast budget for FY 
2012/13, draft budget for FY 2013/14 and inflation adjusted budgets for FY 2014/15 to FY 
2017/18. A summary of the sewer revenue requirements is shown in Table 2-3. Note that total 
sources and uses of funds pertaining to the Town's sewer revenue requirements match in each 
year of the forecast. Table 2-2 is the basis for the proposed annual sewer rate adjustments. 

Table 2-2 Summary of Annual Sewer Revenue Requirements 

Current FY14 

Annual Revenue Requirement $808,220 $920,697 

Percent Change 14% 
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FY15 

$998,239 

8.4% 

FY16 FY17 FY18 

$1,019,854 $1,042,992 $1 ,065,688 

2.2% 2.3% 2.2% 
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2.2.7 Conclusions of the Sewer Revenue Requirements Analysis 

Based on the revenue requirement analysis and rate revenue adjustments developed herein, 
the Town is projected to meet its revenue requirements for the planning period including the 
repayment of all debt service requirements. The Town should regularly review its revenue and 
expenses and recommend adjustments as necessary that are not anticipated by this Study. The 
Town will have Atkins's financial planning tool for use in these regular reviews in the future. 

2.3 Sewer Cost of Service Analysis 

A cost of service analysis is a method to equitably allocate the total sewer revenue 
requirements to the various customer groups (classes of service) served by the utility. For the 
sewer cost of service study, the customer classes of service were defined as individually 
metered single residential single family, mobile home and deeded lot residential users, RV 
hookups and commercial users. 

The cost of service analysis process functionalized, classified and allocated the sewer revenue 
requirement to the customer classes in the manner in which the utility incurs the expense. When 
available, utility specific data was utilized. Where Town specific data was not available, Atkins 
estimated the classification based upon similar Town users. 

2.3.1 Classification of Costs 

Classification determines why the expenses were incurred or what type of need is being met. 
The Towns' accounts and revenue requirement were reviewed and classified using the following 
cost classifiers: 

• Capacity Related (Fixed) Costs 
• Volume Related (Variable) Costs 
• Strength Related (Variable) Costs 

2.3.2 Summary of the Cost of Service Results 

As part of this study a fresh approach to customer cost allocations was used to bring the Town's 
rate structure up to recently adopted industry standards. The Town wishes to simplify the 
current sewer rate structure. The proposed new rate structure includes a base charge for all 
users established on ADEQ design criteria per user class. ADEQ design standards for each 
user class are required for the sizing and design of treatment plant facilities and therefore 
represent the equitable basis for fixed cost recovery. The treatment plant must be sized to 
accommodate the design peak flows per user on an annual basis whether the customer is year
round or seasonal. 

The individually metered single family rate structure includes a minimum charge for the first 
5000 gallons per month then a commodity charge per each 1000 gallons above the minimum. 
No other class of users has a minimum charge. 5000 gallons per month is the average 
individually metered single family usage. 
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Added to the base charge for all customer classes is a commodity charge based on the actual 
usage and estimated sewerage strength of the customer. Four strength categories have been 
established by this study. They are residential which include individually metered single family 
residential, mobile homes, deeded lots, and RV spaces; and three commercial strength 
categories: low, medium, and high. Low commercial users are all general commercial users that 
do not provide on-site food preparation serviced by a single water meter. Medium commercial 
users are defined as a mixture of food preparation with other general commercial uses serviced 
by a single water meter. High strength commercial users are restaurants and other users with 
on-site food preparation on a single water meter. 

Determination of the Base Charge 

A base charge is normally included in a utility rate structure to recover the fixed costs 
associated with the required expenditures of the utility. The Town's sewer enterprise funds fixed 
costs are fully discussed in subsection 2.2.4 and are summarized in Figure 2-3. 

Atkins consultants reviewed with the Town work group several ways to allocate fixed costs 
equitably to each user classification. It was determined that due to the seasonality of the Town's 
population and the fact that fixed costs must be recovered each month and is not dependent on 
the population or the month's sewage discharge by all users that the most equitable way to 
allocate fixed costs is based on the required design standards for each user class. It should be 
noted that this is an accepted industry standard for seasonal communities based on each 
state's treatment plant design standards. 

ADEQ prescribes treatment plant design criteria for each user class within the State of Arizona 
based on adopted standards that establish the gallons per day per classification of users. Table 
2-3 summarizes the ADEQ design standards for residential (which includes individually metered 
single family, mobile homes, and deeded lot subdivisions) , RV parks, and motels. 

Table 2-3 Calculation of Gallons per Living Unit or 
Space Based on ADEQ Design Standards 

Person Per Gallons Per Gallons Per 
Household Person Unit/ Space 

Individually Metered Single Family 1.71 80 136.8 

Hotel/Motel 50 

RV w/water & sewer 100 

Mobile Homeffrailer 136.8 

For residential users the persons per household were determined to be 1. 71 from the most 
recent census. This is multiplied by ADEQ design standards of 80 gallons per person per day 
and thus a residential user's gallon per day for fixed cost allocation is 136.8. Similar design 
standards are found per RV space of 100 gallons per day and hotel room of 50 gallons per day 
per room. 
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Appendix B includes the step by step calculations for base charge calculations established 
using ADEQ standards. The formula for determining the base charge is: 

Total Fixed Cost!Total Design Gallonage X Gallonage per User 

The total gallonage of all users is 522,604 as shown on Table 2-4. 

Table 2-4 Summary of Gallonage for Base Charge 

Gallons 

Single Family 61 ,012.80 

Mobile Homes 45,828.00 

Deeded Lots 85,636.80 

RV Hookups 238,100.00 

Swapmeet 47,900.00 

Commercial 1,700.00 

Restaurant 9,900.00 

Church 1,500.00 

1" Meters Commercial 13,953.60 

2" Meters Commercial 17,072.64 

Total Gallonage for Base Rate 522,603.84 

This is divided into the total fixed cost of $687,607 to determine the cost per gallon. The cost per 
gallon is then multiplied by the design gallonage of each user class to establish a base charge. 
For instance to determine the annual single family base charge the design gallonage of 136.8 is 
multiplied by $1 .32 cost per gallon and then divided by 12 to determine the monthly base charge 
of $15. Similar steps are taken for all other user classes. The annual and monthly base charges 
for all classes of users are shown on Table 2-5. 

ATKINS 

Table 2-5 Annual and Monthly Base Charges Per User Class 

Fixed Costs 

Cost per gallon 

Individually Metered Single Family 

Mobile Homes 

Deeded Lot 

RV Park Per Space 

1" Meters Commercial 

2" Meters Commercial 

Motel/Hotel Per Room 
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$687,607 

$1.32 

Annual 

$179.99 

$179.99 

$179.99 

$131 .57 

$179.99 

$575.97 

$65.79 

$15.00 

Monthly 

$15.00 

$15.00 

$15.00 

$10.96 

$15.00 

$48.00 

$5.48 
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Determination of Commodity Charge 

Added to each customer's base charge is a monthly commo.dity charge based on the actual 
water usage for that month and the user's sewage strength class. This is similar to what the 
Town's customers are used to for the monthly water bill. The difference is that sewer rates not 
only include volume they also include a charge for the sewage strength of the user. Sewage 
"strength" refers to the characteristics of the wastewater. Strength is generally defined in terms 
of biochemical oxygen demand (BOD) and total suspended solids (TSS). 

Higher strength sewage such as that discharged by a restaurant, which contains a greater 
concentration of grease and oils than a residential or general commercial user, costs more to 
process at the sewage treatment plant. In addition the higher concentration of grease and oil 
make it harder to transport in the collection system to the treatment plant. Thus the additional 
costs for transportation and treatment should be pasted on to the user. 

Table 2-6 summarizes the sewage strengths for all user classes in milligrams per liter (mg/1). 
These sewage strength standards have been developed by the USEPA and are commonly used 
in the wastewater industry for variable cost allocation. 

It is sometimes easier to understand the relationships of sewage strengths and billing rates 
when viewed graphically. Figure 2-4 shows the combined sewage strengths of the four major 
classes of users that are used in the commodity rate determination. 

Table 2-6 Sewage Strengths by User Class 

User Class BOD in mg/1 TSS in mg/1 

Single Family 175 175 

Multi-Family 175 175 

Mobile Home/RV Combination 175 175 

RV Spaces 175 175 

Deeded Lots 175 175 

Commercial 150 150 

Restaurants 1,000 600 

Churches 150 150 

Medium Strength Commercial 400 400 

Swapmeet RV 175 175 

ATKINS Page 14 

Combined 

350 
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Figure 2-4 Sewage Strengths for Commodity Rates 
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The commodity charge is used to recover the variable costs of the sewer enterprise funds 
budget. Included in the commodity charge is cost recovery for all repair and maintenance of the 
sewer collection system and sewage treatment plant that are not fixed costs. These include 
electricity, chemical, and other repair and maintenance costs. 

Currently some of the Town's larger seasonal users are on a sewer volumetric rate based on 
their actual water usage for the month. The proposed commodity charge developed in this study 
would be applied to all users based on their monthly water usage and estimated sewage 
strength. Thus all users would be on a volumetric rate. While the base charge would remain 
fixed each month the commodity charge would vary with actual water usage and therefore 
address the seasonality of the Town's population. Figure 2-5 illustrates an actual commodity bill 
for an RV Park that closes for two months out of the year. The commodity charge varies on a 
monthly basis and then goes to $0 in the two months that the RV Park is closed. 

The commodity rate for all user classifications except the individually single family residential 
customers is subject to this variability. Single family users commodity rate has a minimum of 
5000 gallons and then varies by usage above the minimum. 

The commodity rates per 1000 gallons for each user class are summarized in Table 2-7 for the 
next five years. They increase slightly each year due to the assumed inflation that was 
discussed earlier in this study. The Town's current volumetric rate is $3.56 per 1000 gallons. 
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Figure 2-5 Monthly Commodity Charge Example 
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Table 2-7 Commodity Rates FY 2013/14 to FY 2017/18 

FY14 FY15 

Commodity Rate (Per 1000 gallons) 

Single Family (above minimul']1) $1 .50 $1 .60 

Multi-Family $1 .70 $1 .80 

Mobile Home/RV Combination $1 .70 $1 .80 

RV Parks $1 .70 $1 .80 

Deeded Lots $1 .70 $1 .80 

General Commercial (Low Strength) $1.60 $1 .70 

Restaurants (High Strength) $3.70 $3.90 

Churches (low Strength) $1 .60 $1 .70 

Mixed Use Commercial (Medium Strength) $2.40 $2.60 

Swapmeet RV $1 .70 $1 .80 

Single Family Monthly Minimum $23.02 $24.89 
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FY16 

$1 .70 

$1 .90 

$1.90 

$1 .90 

$1 .90 

$1.80 

$4.20 

$1 .80 

$2.70 

$1 .90 

$25.58 

FY17 FY18 

$1.80 $1 .90 

$2.00 $2.10 

$2.00 $2.10 

$2.00 $2.10 

$2.00 $2.10 

$1.90 $2.00 

$4.40 $4.60 

$1.90 $2.00 

$2.90 $3.10 

$2.00 $2.10 

$26.29 $27.03 
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2.4 Conclusions and Recommendations 

The goal of the Town is to simply the current sewer rate structure and to allocate costs equitably 
to all user classes. The recommended rate structure achieves these goals and includes a base 
charge which recovers the fixed costs of the utility and is based on the ADEQ design standards 
for each user class and a commodity charge that recovers the variable cost of the utility and is 
based upon actual monthly water usage and estimate sewage strength. 

Table 2-8 summarizes the proposed rates for the next five years. Table 2-9 further takes the 
proposed rates and provides a comparison of current versus proposed FY 2013/14 rates of 
example users in each class. Table 2-9 clearly shows the revisions based on cost of service to 
the different classes of users that need to be corrected by adopting the new rate structure. 

Table 2-8 Summary of Base and Commodity Charges from FY 2013/14 to FY 2017/18 

FY14 FY15 

Base Rate (Per Month) 

Individually Metered Single Family $15.00 $16.39 

Mobile Homes $15.00 $16.39 

Deeded Lot $15.00 $16.39 

RV Park Per Space $10.96 $11 .98 

1" Meters Commercial $15.00 $16.39 

2" Meters Commercial $48.00 $52.46 

Motel/Hotel Per Room $5.48 $5.99 

Commodity Rate (Per 1000 gallons) 

Single Family (above minimum) $1 .50 $1 .60 

Multi-Family $1 .70 $1 .80 

Mobile Home/RV Combination $1 .70 $1 .80 

RV Parks $1 .70 $1 .80 

Deeded Lots $1 .70 $1 .80 

General Commercial (Low Strength) $1 .60 $1 .70 

Restaurants (High Strength) $3.70 $3.90 

Churches (Low Strength) $1 .60 $1 .70 

Mixed Use Commercial (Medium Strength) $2.40 $2.60 

Swapmeet RV $1 .70 $1.80 

Single Family Monthly Minimum $23 .02 $24.89 
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FY16 

$16.53 

$16.53 

$16.53 

$12.08 

$16.53 

$52.89 

$6.04 

$1 .70 

$1.90 

$1 .90 

$1 .90 

$1 .90 

$1 .80 

$4.20 

$1 .80 

$2.70 

$1 .90 

$25.58 

FY17 FY18 

$16.70 $16.83 

$16.70 $16.83 

$16.70 $16.83 

$12.21 $12.30 

$16.70 $16.83 

$53.44 $53.86 

$6.10 $6.15 

$1 .80 $1 .90 

$2.00 $2.10 

$2.00 $2.10 

$2.00 $2.1 0 

$2.00 $2.10 

$1.90 $2.00 

$4.40 $4.60 

$1.90 $2.00 

$2.90 $3.10 

$2.00 $2.1 0 

$26.29 $27.03 
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Class of Users 

Single Family Low Water Use w/RV 
Hookup 

Single Family Average User 

Single Family High Water Use 

39 Mobile & 28 RV Spaces 

16 RV & 6 Mobile Home Spaces 

250 Deeded Lots 

General Commercial Low Strength 
1" Water Meter 

General Commercial Medium Strength 
2" Water Meter 

General Commercial High 2" Water Meter 

Church 

ATKINS 

Table 2-9 Comparison of Sewer User Rates 

FY 2012/13 Rates & Structure 

Average Total 
Monthly Average Per 

Consumption Sewer Monthly Living 
(1 000 gallons) Base Sewer Charge Unit 

3,000 $31.50 $7.25 $38.75 $19.38 

5,000 $31 .50 $31 .50 $31 .50 

20,000 $31.50 $31.50 $31.50 

306,500 $39.75 $1,093.25 $1 '133.00 $16.91 

49,000 $39.75 $270.50 $310.25 $14.10 

23,300 $144.00 $2,500.50 $2,644.50 $10.58 

17,800 $52.00 $52.00 

232,500 $52.00 $827.70 $879.70 

73,300 $52.00 $204.00 $256.00 

$ -
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FY 2013/14 Proposed Rates & Structure 
I 

Base Commodity 
Charge Charge 

$23.02 

$23.02 

$23.02 $22.50 

$891 .98 $512.43 

$265.43 $81 .92 

$3,749.84 $38.95 

$15.00 $28.24 

$48.00 $567.75 

$48 .00 $272.44 

--- -

Total 
Average Per 
Monthly Living 
Charge Unit Change i 

$23.02 $23.02 $(15.73) 

$23.02 $23.02 $(8.48) 

$45.52 $45.52 $14.02 

$1,404.41 $20.96 $271.41 

$347.35 $15.79 $37.10 

$3,788.79 $15.16 $1 ,144.29 

$43.24 $(8.76) 

$615.75 $(263.95) 

$320.44 $64.44 

$- $-
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APPENDIX B 



TOWN OF QUARTZSITE 

REGULAR COUNCIL MEETING 
Friday/ June 71 2013 

Agenda Item #3 

Summary: 

Discussion on the Fiscal Year 2013-2014 proposed department 
budgets for the Town of Quartzsite. 

The Fiscal Year 2013-2014 Budget Calendar for the Town of 
Quartzsite provides for an ongoing budget discussion at a special 
Council meeting of June 71 2013. 

The Town1 s Management Team will present and discuss each 
departmenfs proposed for the upcoming year. 

The next Council budget discussion on the proposed budget is 
scheduled for Tuesday/ June 181 2013. 

Responsible Person: Laura Bruno/ Town Manager 

Attachment: Fiscal Year 2013-2014 Budget Calendar 

Action Requested: Receive information and discuss the Fiscal Year 2013-2014 
proposed department budgets for the Town of Quartzsite. 



Date 

March 20 

Mid-April 

April17 

April22 - 26 

May14 

June (month of) 

JYRe 4 >>>June 7 

June 18 

June 25 

June 26 

July 1, 2013 

July 3 

July9 

Town of Quartzsite 

Fiscal Year 2013-2014 Budget Calendar 
(updated 5/24/13) 

Activity 

State Shared Revenue estimate received from AZ League of Cities & Towns 

State Expenditure Limitation Information available 

Department budget estimates and requests due 

Town Manager review and discussion with each Department 

Revised S~ared ReveRYe estiFRates previded by A2 beagwe ef Cities & TewRs 

Preliminary Budget discussion at Regular Council Meeting 

Fiscal Year 2013-2014 Setup in Accounting System 

Submit Tentative Budget to Council for review 

Council Budget discussion at Special Council Meeting 

Council Budget discussion at Special Council Meeting 

Adoption of Tentative Budget at Regular Council Meeting 

Publication of Tentative Budget 

Notice of Public Hearings 

Fiscal Year 2013 - 2014 begins 

Publication of Tentative Budget 

Notice of Public Hearings 

Public Hearing #1 at Regular Council Meeting 

Revisions to Tentative Budget upon Council review 

July 23 Public Hearing #2 at Regular Council Meeting 

August 6 Final Review of FY 13-14 Budget at Special Council Meeting 

August 13 Adoption of Final Proposed Budget at Regular Council Meeting 

July 1, 2013 -June 30, 2014 FY 12-13 Closeout; FY 12-13 Audit 

FY 13-14 Budget: Monitor, Assess, Report, Adjust 


