VELCOME HOMI

NOTICE AND AGENDA

NOTICE IS HEREBY GIVEN TO THE HILDALE CITY COUNCIL AND THE PUBLIC, THAT THE
HILDALE CITY COUNCIL WILL HOLD A SPECIAL COUNCIL MEETING AND WORK MEETING ON
WEDNESDAY THE 26TH DAY OF AUGUST 2020 AT HILDALE CITY HALL, 320 EAST, NEWEL
AVENUE, WHICH MEETING SHALL BEGIN AT 6:30 P.M. MDT.

THE AGENDA SHALL BE AS FOLLOWS:

WELCOME, INTRODUCTION AND PRELIMINARY MATTERS
PLEDGE OF ALLEGIANCE
CONFLICT OF INTEREST DISCLOSURES
PUBLIC COMMENT
WORK SESSION
A. MUNICIPAL OPERATIONS
i. POLICIES
i. INTERGOVERNMENTAL AGREEMENTS
B. GENERAL PLAN
i. UPDATE ON RFP PROCESS
C. UEP RELATIONSHIP
D. SOUTH ZION ESTATES DEVELOPMENT
E. WATER SOURCE DEVELOPMENT
6. ADJOURNMENT
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Agenda items and any variables thereto are set for consideration, discussion, approval or other action. Council Members may be
attending by telephone. Agenda is subject to change up to 24 hours prior to the meeting. Individuals needing special accommodations
should notify the City Recorder at 435-874-2323 at least three days prior to the meeting.
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TO: Doni Jessop, Hildale City Mayor; Hildale City Council
FROM: John Barlow, Hildale City Manager
DATE: August 23, 2020
SUBJECT: Work Session Priority Items
Orientation:

This memorandum is to inform the City Council about the progress and status of priority items.
Municipal Operations:

The City Council pointed approved a conceptual plan for improving operations that had two main areas of focus; 1) drafting and
proposing written policies and procedures (starting with a finance policy) and drafting and proposing updated intergovernmental
agreements (starting with the most complex and working to the least complex).

Policies: In addition to approving the idea of starting with policies, in regular meetings, the City Council has directed
staff to prepare two additional policies; 1) a policy on code enforcement and the use of a code enforcement officer, and 2) a
policy on impact fee waivers to add predictability to developers.

IGAs:  The Hildale City Council directed the staff to start with the Utility IGA and work down to the less
complicated IGAs with the understanding that they would be presented and worked on one at a time, but they would all be voted
on at the same time—after TOCC has reviewed them.

Further, the City Council approved, in concept, the methodology of having having the IGAs drafted by
Hildale City administration, presented to our insurance providers, sent to TOCC administration, sent to their insurance providers,
then presented to the governing bodies. This should not be confused with when parties can see a working copy. All parties can
see a working copy at all times—in fact—it may be beneficial for all parties to track the working copy so that with it gets to
them, they understand what has gone into it. This processes just outlines who is working on it, so that we do not have redundant
work or wasted resources.

Items for Consdideration:

1. Review Overall Timeline for Policies
2. Review Overall Timeline for IGAs
3. Review Draft Utility IGA

Gneral Plan:

This process and timeline will be dictated by the contractor selected. More information will be available for discussion and
presentation at the next work session.

Request for Proposal was sent out last month. The deadline for submittals has passed and there were two submittals. There will
be an evaluation committee assembled and they will determine which contractor to use. At the next regularly scheduled meeting,
September 2™, 2020, all of this will be presented and you will be asked to award the project to the winning firm.

UEP:
The City Council approved the use of Parks equipment and personnel to remove olive trees from the UEP garden in the center of
town. In the absence of a more comprehensive plan, the City Council wanted to show the UEP Board that they share the goal of

bettering the community.

Staff Recommendation:
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The City Staff, lead by the Utility Department, is in the middle of a discussion regarding a potential multi-million dollar donation
to the City. Any trust building efforts done by the City right now, may appear to be steps taken to get a specific outcome in those
discussions. However, if the City waits until after that discussion is complete, it will be clear that it is about building partnerships.

South Zion Estates:

Staff is dedicating resources to ensure the SZE Development is getting the attention deserves considering the size and impact it
will have on Hildale City. Further, staff is ensuring that the City Council is updated and informed on everything related to SZE.

Staff Recommendation:

Continue to keep SZE a priority to ensure that adequate staff time is dedicated to encourage the development to
happen in a legal and sustainable way.

Develop policies and processes that will offer more predictability to other potential developers and the SZE
Development.

Canyon Mountian Water Project:

No developments since last report.

Next steps:

-Solidify conceptual agreement with UEP
-Present agreements to governing bodies
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INTERGOVERNMENTAL COOPERATIVE AGREEMENT FOR UTILITIES
SYSTEMS MANAGEMENT, OPERATION, AND MAINTENANCE

THIS AGREEMENT is entered into between COLORADO CITY, ARIZONA (hereafter referred
to as “Colorado City”), and HILDALE, UTAH, (hereafter referred to as “Hildale”), both of which
are referred to individually as a “City” and collectively as “the Cities.”

WITNESSETH

WHEREAS, pursuant to the provisions of Title 9, Chapter 5, Articles 2 and 3, Arizona Revised
Statutes, as amended, and other applicable provisions of Arizona law (collectively, the
"Arizona Act”) Colorado City is authorized to engage in any business or enterprise which may
be engaged in by persons by virtue of a franchise from Colorado City, including facilities for
utility services; and

WHEREAS, pursuant to the provisions of Title 10, Chapter 8 and Title 11, Chapter 14, Utah
Code Annotated 1953, as amended, and other applicable provisions of Utah law (collectively,
the "Utah Act"), Hildale is authorized to acquire, construct, maintain and operate facilities
within or without its corporate limits for utilities, and to issue its bonds to finance the costs
thereof; and

WHEREAS, pursuant to the provisions of Title 11, Chapter 7, Article 3, Arizona Revised
Statutes, as amended (The "Arizona Joint Exercise of Powers Act"), Colorado City is
authorized to enter into contracts and agreements for joint and cooperative action, services
and the joint exercise of powers with, among others, any political subdivision of a state; and

WHEREAS, pursuant to the provisions of Title 11, Chapter 13, Utah Code Annotated 1953,
as amended (the "Utah Interlocal Co-operation Act"), Hildale is authorized to enter into
contracts and agreements for joint and cooperative action, services and the joint exercise of
powers with, among others, any political subdivision of a state; and

WHEREAS, the Cities desire to construct, purchase, acquire own, manage, operate, maintain,

finance and bill for utilities to provide water, sewer, gas and fiber optic networking services
to the inhabitants of the Cities; and
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WHEREAS, the water system, sewer system, gas system, and fiber optic system constitute
separate systems in Hildale and in Colorado City for the purposes of acquisition, ownership
and financing thereof, although such systems are operated and managed as a single system
that serves both Cities; and

WHEREAS, the sewer system for both Cities is owned by Hildale, but for the purposes of
system management and billing, Colorado City will adopt regulations governing the sewer
system in Colorado City; and

WHEREAS, the water systems, sewer systems, gas systems and fiber optic systems in both
Cities shall hereafter collectively be referred to as the “Utility System”;

WHEREAS, it is necessary for the good government of Colorado City and Hildale to jointly
administer and operate the Utility System, to arrange storage, treatment and distribution
resources and for the management of resources, and for the billing of retail utility service,
with the advice of a joint advisory board with respect to certain legislative policies that shall
guide utility operations; and

WHEREAS, it will promote the interest of efficient management of the Utility System that
one City should hold primary responsibility for managing, operating and maintaining the
Utility System, subject to cooperation with and oversight by the management and governing
body of the other City.

Now, THEREFORE, for and in consideration of the mutual covenants and agreements herein
contained, it is agreed by and between the parties hereto as follows:

AGREEMENT
Section 1. FINDINGS AND DETERMINATIONS.
The parties to this Agreement hereby find, determine and declare that the joint, coordinated
and cooperative management, operation and maintenance of the Utility System pursuant to
the terms and provisions of this Agreement:
1. Is necessary for the regular and businesslike operation of the Utility System
consistent with prudent utility practices;

2. Will enable each of the Cities to make the most efficient use of its powers with respect
to the management, operation and maintenance of its portion of the Utility System to
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meet the existing and future needs of the residents of and businesses in that City's
community; and

3. Will provide the benefits of economies of scale and reliable utility service to foster
further economic development in the Cities, and will promote the general welfare of
each community.

Section 2. TERM.

A.

This Agreement shall become effective upon approval by the Cities and continuing for an
initial term for a period of thirty (30) years. This Agreement shall supersede previous
utility service management, operation and maintenance agreements between Hildale
City and Colorado City. Upon expiration of the initial term, this Agreement can be
modified, extended, or terminated by written agreement of the parties.

Either party may terminate this agreement with or without cause, only after providing a
one-year written notice of intent to terminate to the other party. Upon mutual written
concurrence by both parties, this Agreement may be terminated at any time.

Section 3. UTILITY BOARD ESTABLISHED.

A.

A joint advisory board is hereby established ("Utility Board" or "Board") which shall
advise the Cities on legislative and strategic matters as set forth in this Agreement. .

In furtherance of the foregoing, each of the Cities hereby agrees that, to the extent
permitted by law, that City's governing body ("Governing Body") will take no action with
respect to the Utility System without the consideration of the recommendation of the
Utility Board with respect to the matters set forth in Subsection 3(C) below.

The Utility Board shall have the following powers, duties and responsibilities on behalf
of the Cities, consistent with the Joint Utility Strategy Resolution established pursuant to
Section 5 below:

1. Review of such annual operating budgets and long-term capital budgets as shall
be proposed by Management Staff for the operation, maintenance, renewal and
replacement of the Utility System and the recommendation of such budgets to
each of the Cities as provided herein;

2. Review and recommendation to the Cities of such changes to the Joint Utility
Strategy Resolution as shall be proposed by Management Staff to ensure
consistency among the long-term strategic interests of each City and their
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respective inhabitants, the financial stability of the Utility System, prudent
operation of the Utility System, and applicable laws and regulations;

3. Review and recommendation to the Cities of such amendments to schedules of
utility rates and charges as shall be proposed by Management Staff to ensure the
financial stability of the Utility System in compliance with the respective
obligations of the Cities;

4. Review and recommendation to the Cities of such amendments to utility service
regulations as shall be proposed by Management Staff to ensure the prudent
operation of the Utility System;

5. Review and recommendation to the Cities of such internal policies and
procedures as shall be proposed by Management Staff to govern the operation of
the Utility System, including without limitation accounting, customer service,
billing and collections, procurements, employee safety, and facilities security;

6. Review and recommendation to the Cities for approval of such Large
Procurements as shall be proposed by Management Staff; and

7. Review and input to the Cities on the planning, study, and development of such
short- and long-term capital projects as shall be proposed by Management Staff
as necessary or desirable for the continued growth and development of the Utility
System and the Cities.

Section 4. UTILITY BOARD MEMBERS.

A.

The Board shall consist of nine (9) individuals ("Members"), four (4) Members to be
appointed by the Mayor of Hildale with the approval of the Hildale City Council, four (4)
Members to be appointed by the Mayor of Colorado City with the approval of the
Colorado City Town Council; and one Member to be appointed by the joint designation of
both cities.

On the Effective Date of this Agreement, each member of the previously existing board
shall be deemed reappointed as a Member of the Utility Board for the remainder of his or
her previously appointed term (the “Initial Members”).

Each Member of the Board shall be entitled to one vote.

Other than the Initial Members of the Board, the Members of the Board shall serve for
terms of three (3) years. All subsequent appointments to the Board shall be for three-
year terms commencing on January 1 and ending on December 31. Members may
temporarily continue to serve at the end of their term until an appointment to fill the
position is made pursuant to Subsection 4(A).
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L.

Vacancies of appointed Members occurring otherwise than through expiration of term
shall be filled for the remainder of the unexpired term by appointment of the Mayor of
the City which the exiting Member represented, with the approval of that City's municipal
governing body.

Notwithstanding the length of terms described above, Members shall serve at the
pleasure of the respective City's governing body and may be removed at any time with or
without cause. The unexcused failure of a Member to attend any Board meeting in a
period of six (6) consecutive months shall automatically cause the office of that Member
to be vacant.

The Board Members may serve with compensation as determined by the Cities. The
Members of the Board shall be entitled to reimbursement for actual expenses authorized
in writing and incurred in the performance of duties, upon presentation of proper
receipts and vouchers.

The Board shall elect from among its Members a Chairperson and a Vice-Chairperson.
The terms of the Chairperson and Vice-Chairperson shall be for one calendar year.

The Board may adopt such rules and by-laws as it may deem necessary for the proper
conduct of its business. The Board shall keep a public record of its proceedings per
Section 20 of this Agreement.

The regular meetings of the Utility Board shall occur each year on or as near as
practicable to March 15, June 15th, September 15, and December 15t. Special meetings
of the Utility Board may be called by the Chairperson only when necessary to timely fulfill
the duties and responsibilities of the Utility Board. The meetings of the Board shall be
open to the public and shall be conducted in compliance with the open meeting laws of
the State in which the meeting is conducted. The Utility Board may prescribe rules of
conduct and procedure for its meetings.

Meetings of the Utility Board may be held through electronic communication to the
extent allowed by law. A Board Member participating in a meeting through such means
shall be considered present for purposes of a quorum and voting.

A quorum shall consist of five (5) Members. A vote of a majority of Members in
attendance shall be required to take any action in a meeting duly convened with a
quorum.
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Section 5. STRATEGIC PLANNING.

A.

B.

Within 60 days after the Effective Date of this Agreement with respect to Fiscal Year
2020-2021, and by March 1st of each year thereafter, the Governing Body of each City
shall adopt and transmit to the Members of the Utility Board a resolution setting forth
that City’s strategic plan for its portion of the Utility System in the upcoming fiscal year
(the “Utility Strategy Resolutions”). The Utility Strategy Resolutions shall outline the
respective Cities’ desired strategic direction and priorities for the management,
operation and maintenance of the Utility System, and shall establish a Utility Strategy
Committee to resolve any conflicts or incompatibilities between the Cities’ respective
Utility Strategy Resolutions, which shall be comprised of two members of each City’s
Governing Body, and each City’s Mayor and Manager.

At the next regular meeting of the Utility Board following receipt of the Utility Strategy
Resolutions, the Utility Board shall review and discuss the Cities’ strategic plans to
determine if any material conflict or incompatibility exists between them. If no conflict
or incompatibility is found, the Utility Board shall prepare and recommend to the
Governing Board of each City for adoption a single strategy resolution to govern the
Utility System in the upcoming fiscal year, which shall fairly incorporate each City’s
strategic plan (the “Joint Utility Strategy Resolution”). To the extent that any conflict or
incompatibility is found, however, the Utility Board shall communicate that fact to the
Utility Strategy Committee, describing the conflict or incompatibility and possible
alternatives for resolving it. At the next regular meeting of the Utility Board following
receipt of the Utility Strategy Committee’s proposal for how any such conflict or
incompatibilities should be resolved, the Utility Board shall prepare and recommend a
Joint Utility Strategy Resolution to the Governing Board of each City for adoption.

If the Cities fail to adopt the recommendations of the Utility Board, the Joint Utility
Strategy Resolution from the preceding fiscal year shall remain in effect.

Section 6. UTILITY SYSTEM MANAGEMENT.

A.

Hildale, through the Utilities Director under the supervision and direction of the Hildale
City Manager (the “Management Staff”), shall be responsible for the regular, efficient and
businesslike management, operation and maintenance of the Utility System consistent
with prudent utility practice, adopted budgets, the Joint Utility Strategy Resolution
established pursuant to Section 5 above, and applicable laws and regulations. To the
fullest extent permitted by law, Colorado City hereby delegates to Hildale such of
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Colorado City’s powers as shall be necessary to discharge and perform its duties and
responsibilities as set forth herein.

B. Procurements shall be conducted by Hildale in compliance with Hildale’s procurement
code. No procurement that is subject to Section 7 below shall be completed without the
approval of each City’s respective Governing Body.

C. Hildale shall retain a Utility System department director (the “Utilities Director”) and
such personnel as may be necessary for the operation and maintenance of the Utility
System (“Utility Employees”) (collectively, “Utility Personnel”). All Utility Personnel shall
be employees of Hildale and subject to its human resources and personnel policies. All
Utility Personnel shall have the qualifications required by law.

D. The Hildale City Manager shall report to the Colorado City Town Manager, in person or
by other instantaneous method of communication followed by written notice,
immediately following occurrence of any of the following:

i. Significantaccidents resulting in loss of life, bodily injury, property damage, or
environmental damage, or which may be reasonably expected to otherwise

result in a claim against Colorado City’s insurance policies.

ii. Actual or suspected fraud, theft or intentional damage of Utility System
property or property owned by Colorado City.

iii. Actual or suspected illegal discrimination or harassment of a person by any
other person in connection with the Utility System.

iv. Significant violations of applicable laws, regulations, ordinances, policies, or
procedures.

E. The Hildale City Manager shall report to the Colorado City Town Manager in writing
promptly following occurrence of any of the following:

i. Proposals from Developers/Subdividers that may impact the Utility System.

ii. Changes in the position, rate of pay, or employment status of any Utility
Personnel.
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iii. Major life events affecting Utility Personnel, including without limitation
upcoming birthdays, birth of a child, marriage, or graduation from an
educational course of study.

iv. Actual or threatened litigation concerning the Utility System, or to which
Colorado City is or may be made a party.

v. Changes to the status or coverage of Hildale’s insurance with regard to the
Utility System.
Section 7. REAL ESTATE AND CONTRACTS.
A. Upon the recommendation of the Management Staff, and determining that it is consistent
with the Joint Utility Strategy Resolution established pursuant to Section 5 above and
with prudent and fiscally responsible operation of the Utility System, the Utility Board

shall recommend to the Cities’ respective governing bodies approval of any contract to:

1. Construct distribution or collection systems, pipelines, transmission lines, and other
capital facilities;

2. Sell Utility System products to any purchaser other than to an end-user in the
ordinary course of utility business;

3. Purchase franchises;

4. Procure equipment and materials costing more than $50,000 in a single procurement
or, in the case of a lease of personal property, in a single fiscal year; or

5. Purchase or lease real property.

B. Such contracts shall be subject to authorization and ratification by each of the Cities and
shall be executed by the appropriate officials of each of the Cities.
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Section 8. SYSTEM RATES AND REGULATIONS.

A.

The Management Staff shall have responsibility for development of proposed rate
schedules for the Utility System when necessary, and to propose them to the Utility Board
for review and recommendation of the same to the Cities for approval.

Rates for utilities provided by the Utility System to the consumers shall be sufficient to
cover all costs, including without limitation the costs of acquisition, operation and
maintenance of the Utility System, liabilities, insurance, payment of all contractual
obligations, establishment and funding of necessary reserves, sufficient cash availability
for operations, and capital requirements for system upgrades, improvements, extensions
and enlargements, to the extent directed by either Governing Body, payment of any
general obligation indebtedness of either City relating to the Utility System, with due
consideration being accorded to the terms, covenants and conditions contained in any
contract of the Cities relating to the Utility System.

When the Management Staff recommends to the Utility Board that an adjustment to the
rate schedules is necessary, they shall prepare and submit to the Board a report
describing the existing rates, the proposed adjustment, and the basis for their
recommendation. The Management Staff may retain the services of such consulting
engineers and financial advisors as may be necessary to assist in preparing their report.
The Board shall review the report and, if it determines that an adjustment would be
consistent with the Joint Utility Strategy Resolution and fiscally responsible, recommend
the proposed adjustment for adoption by the Cities’ respective governing bodies.

The Board may elect to hold a public hearing before recommending any rate adjustment
to the Cities. Notice of such hearing shall be given to afford an opportunity for interested
citizens to appear and provide input on matters relative to the rates to be established.
Each Governing Body may elect to hold public hearings in lieu of or in addition to public
hearings before the Utility Board.

If the Utility Board or either Governing Body finds that additional study and analysis is
necessary before adopting a rate adjustment, it shall request a supplemental report from
the Management Staff, specifically identifying in its request the additional study and
analysis needed.

At the conclusion of any Board action recommending a rate adjustment, the Board shall
transmit its written recommendation for approval and adoption of the adjusted rate
schedules to the Cities’ governing bodies, including an explanation of the basis upon
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which the proposed rate adjustment is predicated, which may be accomplished by
reference to the Management Staff’s report.

Section 9. UTILITY SERVICE REGULATIONS.

A. The Management Staff shall have responsibility for development of proposed utility
service regulations as shall:

1. Be consistent with the Joint Utility Strategy Resolution adopted pursuant to Section 5
above;

2. Provide quality, consistent service according to capacity of the Utility System;

3. Minimize the risk of personal injury or property damage or harm to customers,
employees or third parties in operations of the Utility System and in the customers'
installation and use;

4. Enforce sound business policy;

5. Ensure the prompt collection of all billings owed for services provided by:

i.  Providing a clear, understandable billing policy and the timely and accurate
billings of charges for services, and

ii. Minimizing the amount of accounts receivable and minimizing exposure for
losses due to uncollectible accounts.

6. Minimize or avoid losses;

7. Provide requirements for prospective new customers according to the capacity of the
system, while maintaining the flexibility and ability to serve existing customers;

8. Allocate the burden of capital expenditures to ensure that capital investment is
recovered by:

i.  Minimizing the cost of line extensions and capital expenditures to the Cities;

and

ii.  Placing the cost of line extensions, source development or treatment for
commercial, industrial or prospective uses on the new customer or a
developer or subdivider of property ("Developer/Subdivider"), where the cost
of such extensions or improvements exceeds a nominal amount, so as to
protect existing customers from paying costs for a Developer/Subdivider;

iii. =~ Recommending to the Cities the adoption of impact fees for new customers to
offset defined impacts to the system.

9. Provide a method for the fair resolution and disputes between the Utility System and
its respective customers; and

10. Promote the orderly and efficient management, operation and maintenance of the
Utility System.
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B. When the Management Staff recommends to the Utility Board that an amendment to the
utility service regulations is necessary, they shall prepare and submit to the Board a
report describing the existing regulations and the proposed amendment, and the basis
for their recommendation. The Board shall review the report, and if it determines that an
amendment would be consistent with the Joint Utility Strategy Resolution and in the best
interest of the community, recommend the proposed amendment for adoption by the
Cities’ respective governing bodies. If the Utility Board or either Governing Body finds
that additional study and analysis is necessary before adopting am amendment, it shall
request a supplemental report from the Management Staff, specifically identifying in its
request the additional study and analysis needed.

Section 10. OPERATION AND MAINTENANCE OF UTILITY SYSTEM.

A. The cost of management, operation and maintenance of the Utility System will be borne
on a proportionate basis, determined annually, based upon the relative proportionate
amounts of retail usage by each City.

B. The Management Staff shall ensure that the Utility System is maintained, operated and
improved so as to provide safe, reliable and efficient service. Such maintenance,
operation and improvement shall include, but shall not be limited to, the following :

Extending lines and installing meters to provide service to new customers;

Regularly inspect and test customers' meters;

Regularly inspect all lines, meters, and other components of the Utility System;

Repair or replace, as appropriate, malfunctioning or outdated meters;

Repairing or replacing, as necessary, damaged, displaced or destroyed Utility System

components;

6. Provide planning, engineering and supervisory services in connection with such
regular upgrades of Utility System components as shall be necessary in accordance
with prudent utility practice;

7. Provide all such other services as are normally required for the operation and
maintenance of a utility system of similar size and complexity in accordance with
prudent utility practice;

8. Seek funding when possible for source or treatment development and maximizing
government loan and grant opportunities on behalf of the Utility System;

9. Adhere to water quality regulation testing so that only one State will conduct water

quality tests of the Utility System.

v W e
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C. The Management Staff shall, in accordance with applicable law, accounting standards,
and prudent utility practices, maintain records of:

The maintenance of the Utility System;

The financial transactions of the Utility System

The inventory of Utility System assets;

The operations of the Utility System, including events of significance that occur in
connection with the Utility System.

W e

D. Maps of the Utility System shall also be maintained showing the location of the physical
components of the system both within and without the respective City limits.

E. The Management Staff shall plan improvements in accordance with the standards
established by applicable governmental regulations applicable to the location of such
improvements, and shall also plan and/or coordinate extensions and expansions of the
Utility System in conjunction with the other utilities in the area, and specifically those
operated by the Cities.

F. Proposals from Developers/Subdividers that may impact the Utility System shall be
negotiated primarily by the City affected by a proposed development, in close
coordination with the Management Staff. In the event that a development is anticipated
to increase demand on the Utility System by [15] ERU’s or more, the terms negotiated
with respect to the Utility System shall be presented in writing to the Utility Board. Prior
to consideration of the proposal by the relevant City’s Governing Body, the Board shall
meet and decide whether to recommend for or against approval, giving due
consideration to the Joint Utility Strategy Resolution, the best interest of existing
customers, and the financial stability of the Utility System.

Section 11. UTILITY SYSTEM BILLINGS.

A. Utility Personnel shall read all customer Utility meters not less frequently than monthly
and shall prepare and render monthly bills to each customer of the Utility System. Such
billings shall be prepared in such a manner as to clearly indicate whether the party billed
is a customer in the City of Hildale or a customer in the Town of Colorado City.

B. Such billings may provide that the customer shall remit payment to Hildale City as a
servicer. Immediately upon receipt of any payments, Utility Personnel shall cause the
amount received to be deposited in the respective Utility System operation fund, to the
credit of the respective City of the customer.
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Section 12. UTILITY SYSTEM OPERATING FUNDS.

A.

There is hereby established under the fiduciary management primarily by Hildale, and
secondarily by Colorado City, five special funds, separate and distinct from all other funds
and accounts of the Cities (but still maintained as the property of the Cities), to be known
as the “Joint Operation Fund”, the "Gas System Operation Fund", the "Water System
Operation Fund", the "Sewer System Operation Fund", and the “Fiber System Operation
Fund”.

The operation funds shall account for all revenues, receipts and income of the Utility
System and all expenditures for costs of operation and maintenance, purchased gas,
energy, water or transmission service, renewals, replacements, capital improvements,
additions to the Utility Systems, Cities' Utility System employee salaries and benefits,
insurance, and all other costs properly allocable to the operation of the Utility System.

All revenues, receipts, and income from the operation of the Utility System shall be
immediately deposited into the respective operation fund. All costs of operation shall be
paid out of the respective operation fund when the same shall be due and payable. As
convenient and appropriate, each respective operation fund may be obligated to deposit
into the Joint Operation Fund sufficient funds to cover each operation fund’s share of the
general administrative expenses of the Utility System.

Hildale shall maintain such books and records, and may establish such separate accounts
and sub-accounts with the operation funds, as shall be necessary to separately account
for the revenues, costs of operation and resulting net revenues that are attributable to
each respective portion of the Utility System.

The operating funds shall be maintained with a recognized bank or financial institution
and shall be secured in accordance with the provisions of the laws of the State of Utah
governing the deposit of public funds to the extent permitted regarding funds derived
from Colorado City customers.

Section 13. ALLOCATION OF REVENUES AND EXPENSES.

A.

All revenues, receipts and income derived from the operation of the sewer system
portion of the Utility System shall be allocated to Hildale City as the owner of the system
to the extent permitted by Arizona law for any portion of the sewer system located in
Arizona.
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B. All revenues, receipts and income derived from the operation of the Gas and Water
Systems shall be allocated between the Cities as follows:

1. All revenues received from each of the Cities' customer billings shall be credited to
that customer's City;

2. Investment income shall be allocated between the Cities based upon the proportion
that each City's balance in the Operation Fund bears to the total balance on deposit
therein; and

3. All other revenues, receipts and income shall be allocated between the Cities based
upon initial Utility System cost, total energy sales, number of customers, or such other
method as shall be fair and reasonable to each of the Cities. All revenues, receipts and
income shall be so allocated when received.

4. All costs and expenses incurred by the Management Staff in the performance of their
duties and responsibilities hereunder shall be allocated on the basis of the proportion
of annual terms sold to each City's Utility customers. The allocation of costs and
expenses shall be made annually.

5. Colorado City and Hildale each agree to pay, but solely out of the revenues derived
from the operation of the Colorado City portion of the Utility System and the Hildale
portion of the Utility System, respectively, and as an operation and maintenance
expense of and a first charge on the revenues of such Utility System, all amounts
charged to it in respect to the costs and expenses incurred hereunder.

Section 14. BUDGETS.

A. An annual budget shall be prepared for each utility system operating fund for each
applicable fiscal year, in accordance with this Section and with the Uniform Fiscal
Procedures Act for Utah Cities, to provide a complete financial plan for operations, setting
forth the following in tabular form:

1. Actual revenues and expenditures in the last completed fiscal year;

2. Budget estimates for the current fiscal year;

3. Actual revenues and expenditures for a period of six to nine months, as appropriate,
of the current fiscal year;
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4. Estimated total revenue and expenditures for the current fiscal year;

Estimates of revenues and expenditures for the budget year;

6. An estimate of all capital projects which the Board and Management Staff believe
should be undertaken within the next five succeeding years and the proposed method
of payment for such projects;

7. The latest available balance of capital accounts maintained by the Management Staff;

8. A summary and review of rates, fees and charges for services rendered by the Utility
System, with a summary of billings and actual receipts in each rate, fee or charge
category for:

i.  the current fiscal year, and

ii.  the previous completed fiscal year;

9. A summary of accounts receivable as of:

i. the end of the last month of operation for which such data is available
including losses and uncollectible accounts for the current fiscal year to date;
and

ii. the end of the last completed fiscal year including losses and uncollectible
accounts for the year.

10. A budget message, which shall explain the budget, containing an outline of the
proposed financial policies of the utility department for the budget year, and shall
describe in connection therewith the important features of the budgetary plan. It shall
set forth a reason for material changes from the previous year and appropriation and
revenue items.

U

B. On or before March 15th of each year, the Management Staff shall prepare a proposed
budget for the next fiscal year and present it to the Utility Board. The Board shall review
the tentative budget and, if it determines that the proposed budget would be consistent
with the Joint Utility Strategy Resolution and fiscally responsible, recommend the
proposed budget for adoption by the Cities. If the Board determines that adjustments to
the proposed budget are necessary, it shall submit its written opinion to each City’s
Governing Body, explaining the recommended adjustments and the basis therefor.

C. On or before April 30th of the current budget period, the Colorado City Town Council
shall adopt a resolution indicating whether it approves the proposed budget or approves
it with adjustments. Said resolution shall explain any adjustments and the basis therefor.

D. On or before the first regularly scheduled meeting of the Hildale City Council in May of
the current budget period, Hildale’s budget officer shall prepare a tentative budget,
incorporating Colorado City’s adjustments as appropriate, and shall transmit it to the
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Hildale City Council together with the Colorado City resolution referenced in Subsection
14(C) and the Utility Board opinion referenced in Subsection 14(B), if any.

The Hildale City Council shall review, consider, and tentatively adopt the tentative budget
in a regular public hearing or special public hearing called for the purpose, and may
amend or revise it in such manner as deemed advisable prior to adoption of a final
budget.

Upon final adoption, the budget shall be in effect for the applicable budget year, subject
to later amendment.

Section 15. ANNUAL REPORT.

A.

The Management Staff, in addition to the reports and accounting it may otherwise be
required by law to make, shall, as required by the Cities, not later than the last day of
January in each year, furnish to the Utility Board and each City's Governing Body an
annual report which shall include the following statements as of the end of the preceding
fiscal year:

1. A balance sheet showing the financial condition of the Utility System prepared
according to generally accepted public utility accounting principles;

2. A statement of operations; and

3. Any additional supporting statements or schedules deemed necessary and desirable
by the City's Governing Body to make a clear and informative presentation of the
financial position of the Utility System.

The reports shall be kept on file in the offices of the Hildale City Recorder and the
Colorado City Town Clerk, and shall be open to public inspection. The funds and accounts
of the Utility System shall be audited annually by a certified public accountant or by a
firm of such accountants.

Section 16. LIABILITY AND INDEMNIFICATION.

A.

Hildale hereby assumes full responsibility for and shall indemnify and save harmless
Colorado City from any liability or expense on account of claims, actions, charges,
lawsuits, judgments and awards, including for personal injury or property damage
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caused by negligent acts or omissions other than on the part of Colorado City, which
arises from the activities of Utility Personnel in managing, operating, maintaining and
improving the Utility System. Provided, however, that any liability which is incurred by
either City through the management, operation, maintenance or improvement of the
Utility System pursuant to this Agreement and not covered in whole or in part by
insurance shall be paid solely from the revenues of the Citiies received by the Utility
System, and any payments made by the Utility System to satisfy such liability shall
become part of the operation and maintenance costs hereunder.

. Each City shall assume full responsibility for and shall indemnify and save harmless the
other from any liability and expense on account of claims, actions, charges, lawsuits,
judgments and awards, including for personal injury or property damage caused by the
presence or condition of the property and equipment of the indemnifying party, except
to the extent caused by the negligence of the other party.

. The Cities each hereby find, determine and declare that the Utility Board, in carrying out
and discharging its obligations and responsibilities under this Agreement, is performing
and will perform governmental functions on behalf of the Cities. To that end, the Utility
Board shall have the benefit of all privileges and immunities to which the Cities are
entitled under the laws of the States of Utah and Arizona.

. No agreement or obligation contained in this Agreement shall be deemed to be the
agreement or obligation of any elected or appointed official, officer, member, agent or
employee of either of the Cities in his or her individual capacity and none of such officials,
officers, members, agents or employees shall be personally liable or subject to any
personal liability by reason of their performance of or involvement with any of the
agreements and obligations contained in this Agreement.

. To the extent permitted by law, each City shall indemnify and hold the other harmless for
any loss, cost, damage or claim, including counsel fees and other litigation expenses, if
any, arising out of a liability or duty which is the responsibility of the indemnifying party
under law or under this Agreement.

The payment obligations of the Cities under this Agreement are several and not joint, and
shall constitute an obligation of each City payable as an operating expense of its Utility
System solely from the revenues and other available funds of such City's portion of the
Utility System. In no event shall any of the Cities' payment obligations hereunder
constitute a debt or indebtedness of either of the Cities within the meaning of any
constitutional or statutory limitation or provision.
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Section 17. INTERESTS OF THE PARTIES.

The Cities' respective ownership of the Utility Systems are and shall be maintained separate
and distinct. The benefits and liabilities related to each system and operation thereof shall
accrue to the respective owner of that portion of the Utility System.

Section 18. RELATIONSHIP TO AND COMPLIANCE WITH OTHER DOCUMENTS.

A.

[tis recognized and agreed to by each of the Cities that in undertaking the acquisition and
financing of the Utility System, each City must comply with all licenses, permits,
approvals and regulations necessary for such acquisition and the operation of such Utility
System.

This Agreement is intended to reflect the mutual intent of the parties with respect to the
subject matter hereof, and no rule of strict construction shall be applied against any

party.

The parties shall work in good faith to implement and resolve details not specified in this
Agreement.

Insofar as possible, Utah law shall govern Utility System business management as it is
integrated in the Hildale City offices located in the State of Utah.

Section 19. SEVERABILITY AND CONFLICTS OF INTEREST

A.

The provisions of this Agreement are severable. Should any part, term, or provision of
this Agreement be held by the courts to be illegal or in conflict with any law of the States
of Utah or Arizona, or otherwise rendered unenforceable or ineffectual, the validity of the
remaining portions or provisions shall not be affected thereby.

This agreement may be canceled pursuant to A.R.S. § 38 - 511 in the event of a conflict of
interest as described therein. Any cancellation shall be made pursuant to such law while
giving as much notice as reasonably possible.

No delay, omission or failure to exercise any right of either party under this agreement
shall be construed to be a waiver of any such right or as impairing any such right.
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Section 20. GOVERNING LAW.

This Agreement is made in the States of Utah and Arizona, under the Constitution and laws
of such States and is to be construed pursuant to such laws. Insofar as possible, Utah law
shall govern utility business management as it is integrated in the Hildale City offices located
in Utah; however, to the extent any records or documents are maintained by Colorado City,
such records and documents shall be addressed under Arizona law. Hildale and Colorado
City shall cooperate with one another to assist one another in satisfaction and compliance
with Utah and Arizona law, respectively.

IN WITNESS WHEREQOF, the parties hereby agree to carry out the terms of this Agreement.

DATED this day of , 2020.

HILDALE CITY COLORADO CITY
Donia Jessop, Mayor Joseph Allred, Mayor
Hildale City Colorado City
Attest: Attest:

City Recorder Town Clerk
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This Agreement as executed is hereby
approved as being in proper form and is
compatible with and is within the powers
and authority granted under the laws of
the State of Utah.

Christian Kesselring
Hildale Attorney

This Agreement as executed is hereby
approved as being in proper form and is
compatible with and is within the powers
and authority granted under the laws of
the State of Arizona.

Jeffery Dollins
Mangum, Wall, Stoops & Warden, PLLC
Colorado City Attorney
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