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Intergovernmental Agreement 
Arizona State Land Department 

And 
Town of Prescott Valley 

 
This Intergovernmental Agreement (“Agreement”) is entered into by and between the 

State of Arizona, by and through its State Land Department (“ASLD”), and the Town of Prescott 
Valley, a municipal corporation of Arizona (“Town”).  Town and ASLD are sometimes referred 
to herein collectively as “Parties” and individually as “Party.” 
 

This Agreement shall become effective as of the date it has been executed by both Parties 
and recorded in the Official Records of Yavapai County, Arizona. 
 
 

RECITALS 
 
A. On January 12, 1999, the Arizona Department of Water Resources (“ADWR”) issued its 
final report declaring the Prescott Active Management Area located in central Yavapai County 
(“PrAMA”) to no longer be in a state of safe-yield regarding groundwater use, and requiring new 
developments in PrAMA to be served from alternative water supplies (“Declaration”). 
 
B. ADWR’s Third Management Plan for PrAMA (“PrAMA Plan”) discussed alternative 
water supplies available and listed, among others, (a) contracting with the City of Prescott 
(“Prescott”) to obtain groundwater imported by Prescott from the Big Chino sub basin located 
outside of PrAMA, pursuant to authority in A.R.S. § 45-555(E), and (b) use of treated effluent 
(either directly or through recharge and withdrawal of potable groundwater). 
 
C. On August 21, 2003, ADWR issued a letter determining that Prescott is entitled to import 
8,717 acre feet of groundwater annually from the Big Chino sub basin.  Subsequently, ADWR 
issued an advisory opinion (ADWR letters to the Town dated April 5 & 13, 2004) that any of 
such groundwater made available to the Town through a wholesale contract could be pledged to 
certificates of assured water supply (“CAWS”) required for new development within the Town. 
 
D. On December 2, 2004, the Town entered into an intergovernmental agreement (“IGA”) 
with Prescott whereby the Town would receive 4,000 of the 8,717 acre feet of groundwater 
(“Town Water”) pumped from the JWK Ranch located in the Big Chino sub basin (“Ranch”) and 
transported by pipeline to a location in Chino Valley (“Project”), in return for paying a pro-rata 
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share of Prescott’s costs to (1) purchase the Ranch, (2) develop the improvements needed to 
pump and transport Project water, including the Town Water, and (3) operate and maintain the 
Project.  An original of the IGA is recorded at Book 4214, Page 94 in the Yavapai County 
Recorder’s Office. 
 
E. Prescott has since hired an engineering firm to design and obtain property interests for the 
Project, with participation from Town staff in accordance with the IGA.  Also, the Town has 
hired a separate engineering firm to design and obtain property interests for a secondary pipeline 
and other improvements needed for the Town to independently transport and deliver the Town 
Water from the Project to the Town limits (“Connection”).  Upon completion of design and 
property acquisition, Prescott will arrange to construct and operate the Project and the Town will 
arrange to construct and operate the Connection.  In the process, the Town and Prescott may 
agree to use an alternative method to finance and construct the Project (including public/private 
partnerships) and/or the Town may decide to use an alternative method to finance and construct 
the Connection.   
 
F. In accordance with the PrAMA Plan, the Town has also sought to enhance presently-
available alternative water supplies: namely, treated effluent from current and committed 
demand which, under Arizona law, may be recharged to the aquifer, quantified, withdrawn as 
potable groundwater and used for development or other purposes.  Town representatives have 
worked with ADWR to quantify said effluent and to develop documents and procedures for 
using this alternative water supply to obtain CAWSs or for alternative uses.  On July 17, 2006, 
ADWR issued Physical Availability Demonstration No. 20-402187.0000 (“PAD”) under AAC 
RI2-15-702 (C), along with a letter setting forth procedures for obtaining CAWSs based on the 
PAD.  The PAD provides that 2,724 acre-feet of such water (1) will be physically available for 
100 years, (2) will satisfy applicable water quality criteria, and (3) can be used to support 
applications for CAWSs necessary for development within the Town.  Since ADWR issued the 
PAD, the Town has developed and implemented an auction process whereby the right and 
interest to pledge this water for CAWSs and certain alternative uses (“PAD Water Interests”) 
was allocated fairly, according to market principles. 

 
G. The United States Congress passed the Enabling Act on June 20, 1910, admitting Arizona 
and New Mexico into the Union (“ACT”).  The ACT provided that approximately 9,000,000 
acres of federal land would be given to Arizona in trust for support of the common schools 
(“Trust Land”).  Section 28 of the ACT further provided that Trust Land “shall not be sold or 
leased, in whole or in part, except to the highest and best bidder at a public auction to be held at 
the county seat of the county wherein the lands to be affected, or the major portion thereof, shall 
lie, notice of which public auction shall first have been duly given by advertisement * * *.” 
 
H. Approximately 19,200 acres of Trust Land are located within the planning area of the 
Town as shown in Exhibit “A” attached hereto and expressly made a part hereof (“Area Trust 
Land”).   
 
I. The restrictions on development imposed by the Declaration make it difficult to fulfill the 
legislative directive to obtain the “highest and best” price for the Area Trust Land if such land 
does not have an available alternative water supply.  Application of Town Water to the Area 
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Trust Land should assist in this regard and help to ensure efficient distribution of development 
within the Town.  Moreover, the public auction process applicable to Trust Land ensures that any 
Town Water tied to Area Trust Land will be fairly allocated and priced according to market 
principles. 
 
J. A.R.S. §§ 11-951 et seq. provide that the State of Arizona (and its departments) and 
municipal corporations of the state may enter into intergovernmental agreements with one 
another for joint or cooperative action or performance of services.  
 
K. The Town and ASLD desire now to enter into this Agreement whereby a portion of the 
Town Water is allocated to Area Trust Land in order to facilitate development of such land (to 
the extent development is otherwise appropriate) and to help ensure that Town Water is fairly 
allocated and priced according to market principles. 
 

NOW, THEREFORE, for good and valuable consideration (the receipt and sufficiency of 
which are hereby acknowledged) the Parties hereto agree as follows: 
 

AGREEMENTS 
 
1. The Allocation.  So long as ASLD is not in default hereunder (and upon satisfaction of 
the conditions precedent in Section 2 herein), the Town hereby allocates to ASLD up to 2,000 
acre-feet per year of Town Water for use solely on Area Trust Land (“Allocation”).  This 
Allocation is subject to the following: 
 

A. The Allocation is subject to reduction (i) in accordance with the provisions in 
Section 4 herein; and (ii) in an equivalent percentage to any percentage reduction 
in Town Water (available or deliverable) due to any  legislation, change-of-
law/rule/regulation, un-appealable court or administrative judgment, binding 
settlement or for any reason outside the control of the Town; provided, however, 
that the Town commits in good faith to use its best efforts to defend and protect 
its rights to the Town Water and to preserve the full Allocation from any 
reduction. 

 
B. The Allocation does not include any portion of the PAD Water Interests. 

 
C. The Allocation does not include any right to effluent, if any, produced by use of 

the Allocation on Area Trust Land. The Town shall hold all right and interest in 
any such effluent (including any long-term storage credits, groundwater or other 
rights associated with the direct use or recharge and recovery of such effluent). 

 
D. The Allocation is neither real or personal property, nor is it a service but rather a 

sole and exclusive contractual right to assert the availability of 2,000 acre-feet per 
year of Town Water to support one or more applications to (i) ADWR for 
approval of a CAWS, or (ii) the Town for approval of an alternative use.  Without 
limiting the generality of the foregoing, the Allocation does not entitle ASLD to 
the transfer or physical delivery of any water.  Rather, the Parties expressly 
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acknowledge that (i) the physical delivery of any Town Water must be effectuated 
through a separate application process by the end user to the Town’s utility 
department; and (ii) any water delivered by the Town may either be treated 
effluent (i.e., for certain types of alternative uses such as golf courses or ponds, 
etc.) or groundwater, as determined by the Town.   

 
2. Conditions Precedent for ASLD to Make the Allocation Available at Auction.  Each of 
the following is a condition precedent that must be satisfied before ASLD can make any portion 
of the Allocation available at the auction of specific Area Trust Land:  
 

A. The Project and the Connection must be completed, fully operational and actively 
delivering Town Water to the Town. 

 
B. The specific Area Trust Land that will be auctioned with an available portion of 

the Allocation must be within the corporate limits of the Town at or before the 
time of auction (“Prescott Valley Trust Land”).  

 
3. Establishment of Portion of Allocation and Purchase Price.  When used in this 
Agreement, the terms listed below shall have the following meanings: 
 

• “Sale” shall mean the sale at auction by ASLD of any portion of the 
Prescott Valley Trust Land, whether by a patent issued pursuant to A.R.S. 
§37-251 or a certificate of purchase issued pursuant to A.R.S. §37-244. 

 
• “Lease” shall mean the lease at auction by ASLD of any portion of the 

Prescott Valley Trust Land pursuant to A.R.S. §37-281.02. 
 

• “Successful Bidder” shall mean the entity (or its successors and assigns as 
permitted by A.R.S. §37-101 et. seq.) that buys or leases the applicable 
portion of Prescott Valley Trust Land. 

 
• “Auctioned Property” shall mean the portion of Prescott Valley Trust 

Land purchased by the Successful Bidder pursuant to a Sale or Lease. 
 

• “Payment Agreement For Allocation” shall mean the agreement between 
the Successful Bidder and the Town by which the Successful Bidder 
purchases from the Town some, or all, of the available portion of the 
Allocation.  

 
• “Average Market Price” means the average market price per acre-foot for 

the PAD Water Interests (or, if the PAD Water Interests have all been 
applied to issued CAWSs, other alternative supplies) for the previous six 
(6) months directly preceding the date of the then-applicable auction 
notice. 
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• “Bonus Percentage” shall mean the higher of (i) the percentage increase 
over the auction appraisal price which is paid by the Successful Bidder for 
the Auctioned Property, or (ii) 10%. 

 
• “Price Per Acre Foot” shall mean the greater of: (1) $19,500 plus an 

amount equal to the product of the Bonus Percentage multiplied by 
$19,500; or (2) the Average Market Price plus an amount equal to the 
product of the Bonus Percentage multiplied by the Average Market Price. 

 
• “Number of Acre Feet” shall mean the total number of acre feet of the 

available portion of the Allocation that Successful Bidder chooses to 
purchase under the Payment Agreement For Allocation. 

 
• “Purchase Price For Allocation” shall equal the total of: Price Per Acre 

Foot multiplied by the Number of Acre Feet.  
 
 

A. At least 60 days before ASLD proposes to dispose of any portion of the Prescott 
Valley Trust Land by Sale or Lease, ASLD shall notify the Town in writing of 
(i) the auction date, (ii) the portion of Prescott Valley Trust Land to be auctioned, 
and (iii) the portion, if any, of the Allocation ASLD will make available to the 
Successful Bidder to purchase from the Town and apply to the Auctioned 
Property.   

 
B. In each instance where ASLD intends to make a portion of the Allocation 

available to the Successful Bidder to separately purchase and apply to the 
Auctioned Property, ASLD’s auction notice shall include notice that (i) this 
Agreement exists and is in full force and effect; (ii) this Agreement authorizes 
ASLD to make the portion of the Allocation specified in the auction notice 
available to the Successful Bidder to apply to the Auctioned Property, (iii) the 
Successful Bidder has the right, but not the obligation, to purchase the portion of 
the Allocation by executing a separate Payment Agreement For Allocation with 
the Town in the amount of the Purchase Price For Allocation and by complying 
with the terms of same, including the payment schedule and any security 
requirements, and (iv) if purchased, the portion of the Allocation can only be 
applied by Successful Bidder to the Auctioned Property, is not separately 
transferable, and shall run with the land. 

 
C. In no event shall ASLD (i) be required to enforce any rights of the Town or 

obligations of the Successful Bidder under the Payment Agreement For 
Allocation, or (ii) be deemed a party to the Payment Agreement For Allocation.  
Further, in no event shall any part of the purchase price or lease payments payable 
to ASLD pursuant to a Sale or Lease be deemed to include, secure or evidence 
any portion of the payments required under the Payment Agreement For 
Allocation.  Rather, all such purchase prices and lease payments payable to ASLD 
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shall be deemed to inure solely to, and for, the benefit of the beneficiaries of the 
Prescott Valley Trust Land pursuant to the ACT. 

 
4. 20-Year Limit on Use of the Allocation.  The Town will notify ASLD in writing when 
the Project and the Connection are complete, fully operational and actively delivering Town 
Water to the Town (“Available Date”).  The Allocation will be available to ASLD in full as of 
the Available Date.  However, the amount of the Allocation available to ASLD will decrease 
every five (5) years until it reaches zero twenty (20) years from the Available Date if not applied 
to Prescott Valley Trust Land at the following minimum rates:  
 
 A. 10% of the Allocation must be applied to Prescott Valley Trust   
 Land within five (5) years of the Available Date; 
 
 B. 40% of the Allocation must be applied to Prescott Valley Trust   
 Land within ten (10) years of the Available Date; 
 
 C. 70% of the Allocation must be applied to Prescott Valley Trust   
 Land within fifteen (15) years of the Available Date; and 
 
 D. 100% of the Allocation must be applied to Prescott Valley Trust   
 Land within twenty (20) years of the Available Date. 
 
 To enable ASLD to track application of the Allocation, Town will notify ASLD in 
writing within 10 days of entering into a Payment Agreement For Allocation with a Successful 
Bidder.  The written notice will advise ASLD of: (i) the date of the agreement, (ii) the amount of 
the Allocation purchased under the agreement, (iii) the name of the Successful Bidder, and 
(iv) the specific Prescott Valley Trust Land covered by the agreement.  
 
 For any portion of the Allocation that is not timely applied to Prescott Valley Trust Land 
pursuant to the above schedule (“Balance”), (a) ASLD shall have no further right to the Balance, 
(b) the Town shall be free (at the Town’s sole discretion) to reallocate the Balance, and (c) the 
amount of the Allocation shall be reduced by the Balance.  Notwithstanding the foregoing, the 
Parties expressly agree that nothing herein shall limit ASLD’s ability to dispose of any portion of 
the Prescott Valley Trust Land with an alternative assured water supply (other than the 
Allocation) or without an assured water supply.  ASLD expressly agrees to use its best efforts to 
market Prescott Valley Trust Land prior to the Available Date making use of the PAD Water 
Interests or other alternative assured water supplies, where available.   
 
5. ASLD Right to Transport Other Water.  To the extent the Town has the right and ability 
under the IGA to transport water other than Town Water through the Project and the Connection, 
Successful Bidders shall have the right to transport other ASLD water (“Other Water”) through 
the Project and the Connection subject to the following: 
 

A. There must be available capacity, as determined by the Town in the Town’s sole 
discretion, to transport the Other Water through the Project and the Connection.  
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B. The Other Water will be transported in the amounts and at the times 
commensurate with available capacity in the Project and the Connection, as 
determined by the Town in the Town’s sole discretion.   

 
C. The Other Water must be used solely on Prescott Valley Trust Land. 
 
D. Successful Bidders must comply with any restrictions and conditions imposed by 

Prescott or any private owner and/or operator of the Project (including payment of 
any applicable operations costs). 

 
E. Successful Bidders must comply with any restrictions and conditions imposed by 

the Town or any private owner and/or operator of the Connection (including 
payment of any applicable operations, maintenance, replacement and energy costs 
as may be determined by the Town from time to time). 

 
F. Successful Bidders must pay applicable capacity and other fees imposed by the 

Town for use of the Project and Connection to transport Other Water.  
 
G. Subject to, and in accordance with, then-applicable regulatory and legal 

requirements, each Successful Bidder shall be entitled to any effluent produced by 
use of the Other Water on the portion of Prescott Valley Trust Land purchased by 
the Successful Bidder (including any long-term storage credits, groundwater or 
other rights associated with the recharge and recovery of such effluent).  
Provided, however, that each Successful Bidder must pay the Town a negotiated 
capacity fee for use of the Project, Connection and other Town infrastructure 
required to recover, produce or transport the effluent associated with their portion 
of Prescott Valley Trust Land (plus any and all costs associated with the use of 
the Town’s recharge facilities to accommodate the recharge and recovery of such 
effluent).  Furthermore, all end users must comply with then-applicable utility 
regulations governing receipt of actual domestic water or reclaimed water services 
(including payment of applicable rates and fees, subject only to credits required 
by law).  Notwithstanding any provision of this Agreement to the contrary, in no 
event shall the Town be required to construct, install or modify any new or 
existing infrastructure or other facilities to accommodate the effluent produced by 
use of the Other Water. 

 
6. Disclaimer of Representations and Warranties.  The Town expressly disclaims all 
representations and warranties regarding the quality or quantity of Town Water.  Moreover, the 
Town shall have no obligation to construct, or cause to be constructed, the Project or the 
Connection, or to take any other action to make Town Water available for use on Trust Land. 
 
7. Cooperation and Further Documentation.  The Town agrees to pursue in good faith the 
steps set forth in its Town Code for establishing zoning districts and approving development 
plans necessary for development of certain Prescott Valley Trust Land (the full legal description 
of which is attached hereto as Exhibit “B”) consistent with (i) Prescott Valley General Plan 2020 
adopted by Resolution No. 1066 on January 17, 2002 and ratified by the voters on March 12, 
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2002 (as subsequently amended), and (ii) the land uses specified for each section of Prescott 
Valley Trust Land listed in Exhibit “B” (“Section”) attached hereto and expressly made a part 
hereof. The Town agrees to work cooperatively with ASLD, Successful Bidders and/or ASLD 
applicants for Sale or Lease of Prescott Valley Trust Land (including, but not limited to, any 
master developers issued urban planning permits pursuant to A.R.S. §§37-331 et. seq.) to 
complete the foregoing entitlement process in a phased, Section-by-Section approach.  It is the 
Parties’ desire, but not a requirement, that a minimum of one (1) designated Section be 
completed each year and all phases be completed within five (5) years of the effective date of 
this Agreement.      
 
 The Parties agree that once the entitlement process described in this Section 7 is 
complete, the Town shall not apply any legislative or administrative land use regulation or 
requirements adopted by the Town to any Section that would change, alter, impair, prevent, 
diminish, delay or otherwise impact the development or use of such Section for a period of ten 
(10) years from the Effective Date of this Agreement except (i) as specifically agreed to in 
writing by the owner of the Section, (ii) on findings, by ordinance or resolution, and after notice 
and a hearing that the owner of the Section or his representative intentionally supplied inaccurate 
information or made material misrepresentations that made a difference in the approvals obtained 
through the entitlement process, (iii) on findings, by ordinance or resolution, and after notice and 
a public hearing, that natural or man-made hazards on, or in the immediate vicinity of the 
property, if uncorrected, would pose a serious threat to the public health, safety and welfare if the 
project were to proceed as approved through the entitlement process, (iv) as required to govern 
nonconforming property or uses, (v) as necessary to comply with county, state or federal laws 
and regulations, court decisions and other mandatory requirements imposed on the Town, or 
(vi) as necessary to implement updates/amendments to building, fire, plumbing, mechanical, 
electrical and similar construction and safety-related codes adopted by the Town, provided, 
however, that nothing herein shall be interpreted (i) to relieve ASLD or its successor owner(s) of 
any obligation imposed on them by federal or state law, or (ii) to alter or diminish the Town’s 
authority to exercise its eminent domain powers following ASLD’s public auction of the 
Section(s).     
 
 The Parties further agree in good faith to (i) cooperate with one another, ADWR and/or 
other third parties, and (ii) execute such further or additional documents as may be necessary or 
appropriate to fully carry out the intent and purpose of this Agreement, including, but not limited 
to, providing rights of access to, use or ownership of portions of Trust Land needed for 
installation of Town infrastructure. As material additional consideration to induce the Town to 
enter into this Agreement, ASLD shall, in good faith, facilitate and expedite the filing, review 
and processing of applications and requests submitted by the Town for rights to Trust Land, as 
follows: 
 
 A. Right to construct a new water tank and line for the Mingus West subdivision; and 
 
 B. Right to a 10-year renewable lease (in the then-applicable form of lease required 

by ASLD) for an effluent recharge facility on Parcel 800-20-34N (Section 8, T14 
N, R1 E) that will expand the Town’s effluent recharge systems. 
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 As further material consideration to induce the Town to enter into this Agreement, ASLD 
shall: 
 

C. Require the Successful Bidder of certain Prescott Valley Trust Land (the full legal 
description of which is attached hereto as Exhibit “C”) (“AGUA FRIA Parcel”) to 
acquire and dedicate, concurrently with ASLD’s issuance of the first patent (or 
partial patent, as applicable), up to 320 acres of the AGUA FRIA Parcel (in the 
area marked as “floodplain/floodway” on the map attached hereto as Exhibit “C-
1”) for the proposed Agua Fria Park as a condition of sale; provided, further that 
Town agrees to process in an expeditious manner any application for rezoning of 
the AGUA FRIA Parcel; and 

 
 D. Within one (1) year of the effective date of this Agreement, prepare and consider 

a pre-annexation and development agreement for a portion of Area Trust Land not 
currently annexed into the Town (the full legal description of which is attached 
hereto as Exhibit “D”).   

 
8. Default.  Failure or unreasonable delay by ASLD or Town to perform or otherwise act in 
accordance with any term or provision hereof shall constitute a breach of this Agreement and, if 
the breach is not cured within forty-five (45) days after written notice thereof from the other 
Party, shall constitute a default under this Agreement; provided, however, that if the failure is 
such that more than forty-five (45) days would reasonably be required to perform such action or 
comply with any term or provision hereof, then the Party shall have such additional time as may 
be necessary to perform or comply so long as the Party commences performance or compliance 
within said forty-five (45) day period and diligently proceeds to complete such performance or 
fulfill such obligation (“Cure Period”); provided further, however, that no such Cure Period shall 
exceed ninety (90) days.  Any notice of a breach shall specify the nature of the alleged breach 
and the manner in which said breach may be satisfactorily cured, if possible.  In the event a 
breach is not cured within the Cure Period and resolved pursuant to the mediation procedures set 
forth in Section 9 herein, the non-defaulting Party shall have all rights and remedies which may 
be available under law or equity, including without limitation the right to specifically enforce 
any term or provision of this Agreement and/or the right to institute an action for damages. 
 
9. Mediation. In the event that there is a dispute hereunder which the Parties cannot resolve 
between themselves or a default pursuant to Section 8 herein, the Parties agree that there shall be 
a forty-five (45) day moratorium on litigation during which time the Parties will attempt to settle 
the dispute by nonbinding mediation before commencement of litigation.  The mediation shall be 
held under the commercial mediation rules of the American Arbitration Association.  The matter 
in dispute shall be submitted to a mediator mutually selected by ASLD and the Town.  In the 
event the Parties cannot agree upon the selection of a mediator within seven (7) days, then within 
three (3) days thereafter the Town and ASLD shall request the presiding judge of the Superior 
Court in and for the County of Maricopa, State of Arizona, to appoint an independent mediator.  
The mediator selected shall have at least five (5) years’ experience in mediating or arbitrating 
disputes relating to land development.  The cost of any such mediation shall be divided equally 
between the Town and ASLD.  The results of the mediation shall be nonbinding on the Parties, 
and any Party shall be free to initiate litigation subsequent to the moratorium.   

355027v4  4/29/2008 9



 
10. Indemnification.  Each Party to this Agreement (“Indemnitor”) shall, to the extent 
permissible by law, indemnify, defend and save harmless the other Party (“Indemnitee”), 
including agents, officers, directors, governors and employees thereof, for, from and against any 
loss or expense incurred as a result of any claim or suit of any nature whatsoever which arises 
out of Indemnitor’s negligent or wrongful acts or omissions pursuant to this Agreement.  Such 
indemnification obligation shall encompass any personal injury, death or property damages 
resulting from Indemnitor’s negligent or wrongful acts or omissions, as well as reasonable 
attorney’s fees, court costs, and other expenses relating to the defense against claims or litigation 
incurred by Indemnitee.  Indemnitee shall be liable for its own negligence or wrongful acts as 
provided by law.  No member, official, representative, attorney, employee or agent of a Party 
shall be personally liable to the other Party, its successors or assigns for any default or breach of 
this Agreement or any obligation under this Agreement. 
 
11. Notices. Any notice by either Party to the other shall be considered duly served if 
delivered in person to the office of the authorized representative listed below, or if deposited in 
the U.S. mail, properly stamped with required postage, and addressed to the authorized 
representative.  Either Party may change its representative or the address thereof after giving the 
other Party written notice.  Unless changed, notices shall be sent to the following: 
 

TOWN: Town of Prescott Valley 
  c/o Town Manager 
  7501 E. Civic Circle 
  Prescott Valley, AZ  86314  

 
 ASLD:  Arizona State Land Department 
   1616 West Adams 
   Phoenix, Arizona 85007 
   Attn: Land Commissioner 
 
 Copy to: Arizona Attorney General’s Office 
   Natural Resources Section Agency Counsel Division 
   1275 West Washington 
   Phoenix, Arizona 85007 
   Attn: Assistant Attorney General 

 
12. Termination of Agreement.   
 

A. Automatic Termination. Subject to Sections 7 and 13 herein, this 
Agreement shall automatically terminate on the first to occur of (a) twenty 
(20) years from the Available Date; (b) disposition of the entire 
Allocation; (c) disposition of all of the Area Trust Land; (d) binding, non-
appealable determination that Town Water cannot be delivered through 
the Project or Connection as a result of any legislation, change-of-
law/rule/regulation, un-appealable court or administrative judgment, 
binding settlement or for any reason outside the control of the Town, as 
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provided in Subsection 1A herein; (e) indefinite termination of delivery of 
Town Water through the Project or Connection as a result of any 
legislation, change-of-law/rule/regulation, un-appealable court or 
administrative judgment, binding settlement or for any reason outside the 
control of the Town, as provided in Subsection 1A herein; or (f) June 30, 
2035.  

 
B. Procedures Upon Termination.  The termination of this Agreement shall 

not relieve either Party of any liability that accrued prior to such 
termination.  Subject to Sections 7 and 13 herein, upon the termination of 
this Agreement, all of the provisions of this Agreement shall terminate 
and: 

 
i. Any portion of the Allocation that has not been pledged to 

an issued CAWS (“Remainder”) shall automatically revert 
back to the Town, and ASLD shall have no further rights to 
same; 

 
ii. Town shall have no further obligation to deliver Town 

Water through the Project or Connection except as may be 
required to support the portion of the Allocation already 
pledged to one or more issued CAWSs; provided, however, 
that nothing herein shall obligate the Town to deliver Town 
Water through the Project or Connection if doing so will 
violate any statute, rule, regulation, law, settlement, court 
or administrative judgment; and 

 
iii. Town shall have no further obligation to deliver Other 

Water through the Project or Connection or to treat and 
recharge same except as may be required to support the 
portion of Other Water already pledged to one or more 
issued CAWSs; provided, however, that nothing herein 
shall obligate the Town to deliver Other Water through the 
Project or Connection if doing so will violate any statute, 
rule, regulation, law, settlement, court or administrative 
judgment. 

 
13. Survival. Each of the following shall survive the termination of this Agreement: 
(a) Section 4 herein (20-Year Limit on Use of the Allocation); Section 6 herein (Disclaimer of 
Representations and Warranties); Section 7 herein (Cooperation and Further Documentation); 
Section 8 herein (Default); Section 9 herein (Mediation); Section 10 herein (Indemnification); 
Section 11 herein (Notices); Section 14 herein (No Objection by ASLD); Section 16 herein 
(Determinations by Counsel); Section 17 herein (Severability); Section 18 herein (Record 
Retention); Section 19 herein (Successors and Assigns); Section 20 herein (Future Effect); 
Section 22 herein (Governing Law); Section 23 herein (Waiver); Section 24 herein (Entire 
Agreement; Amendment); Section 25 herein (Lot Sale); and (b) those provisions, and the rights 
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and obligations therein, set forth in this Agreement which either by their terms state or evidence 
the intent of the Parties that the provisions survive the expiration or termination of this 
Agreement (or must survive to give effect to the provisions of this Agreement). 
 
14.  No Objection by ASLD. As additional consideration to the Town for entering into this 
Agreement, ASLD agrees not to object to the Town’s withdrawal or use of groundwater, Town 
Water, any other water, or the Town’s direct use of, or recharge and recovery of effluent, 
provided no such act by the Town breaches any of the terms and provisions of this Agreement.   
 
15.  Right to Cancel. This Agreement is subject to cancellation by any Party pursuant to the 
provisions of A.R.S. § 38-511.  
 
16.  Determinations by Counsel. Attached to this Agreement, or contained herein, are the 
written determinations by legal counsel for the Parties to this Agreement to the effect that the 
Parties are each authorized under the laws of the State of Arizona to enter into this Agreement 
and that it is in proper form. 
 
17. Severability. If legislation is enacted after the effective date of this Agreement that 
changes the relationship, structure or authority of one or more Parties to this Agreement, the 
Parties agree that this Agreement shall, if possible, be renegotiated at the written request of any 
Party.  Further, in the unlikely event that any provision of this Agreement is declared void or 
unenforceable by a court of competent jurisdiction (or is construed as requiring the Town to do 
any act in violation of any applicable law, constitutional provision or regulation), such provision 
shall be deemed severed from this Agreement and this Agreement shall otherwise remain in full 
force and effect; provided, further, that this Agreement shall retroactively be deemed reformed to 
the extent reasonably possible in such a manner so that the reformed agreement (and any related 
agreements effective as of the same date) provide essentially the same rights and benefits 
(economic and otherwise) to the Parties as if such severance and reformation were not required.  
The Parties further agree, in such circumstances, to do all acts and to execute all amendments, 
instruments and consents necessary to accomplish and to give effect to the purposes of this 
Agreement, as reformed.  
 
18. Record Retention. The Parties agree to retain all books, accounts, reports, files and other 
records relating to this Agreement and to make such available at all reasonable times for 
inspection and audit by the Parties, or their agents, during the term of, and for a period of, five 
(5) years after the completion of this Agreement. 
 
19. Successors and Assigns. This Agreement shall run with the land and all of the covenants 
and conditions set forth herein shall inure to the benefit of, and be binding upon, the successors 
and assigns of the Parties hereto. 
 
20. Future Effect. The provisions of this Agreement are binding upon and shall inure to the 
benefit of the Parties, and all of their successors in interest and assigns; provided, however, that 
ASLD may assign its respective rights and obligations hereunder, in whole or in part, to a person 
or entity that has acquired title to the Prescott Valley Trust Land or a portion thereof, but only by 
a written instrument recorded in the Official Records of Yavapai County, Arizona, expressly 
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assigning such rights and obligations.  Within ten (10) days after any assignment hereunder, 
ASLD shall provide written notice of the assignment to the Town, which notice shall include the 
name and address of the assignee. 
 
21. Time of the Essence. Time is of the essence in this Agreement.  It is expected that the 
Parties shall diligently and deliberately carry out their respective performances hereunder. 
 
22. Governing Law. This Agreement shall be interpreted in accordance with the substantive 
and procedural laws of the State of Arizona and shall be deemed made and entered into in 
Yavapai County.  Notwithstanding the foregoing, the Parties agree that any action brought to 
interpret, enforce or construe any provision of this Agreement or to declare the rights of the 
Parties under this Agreement shall be commenced and maintained in the Superior Court of the 
State of Arizona in and for the County of Maricopa (or, as may be appropriate, in the Justice 
Courts of Maricopa County or in the United States District Court for the District of Arizona). 
 
23.  Waiver. Any waiver of any of the provisions of this Agreement shall not be construed as 
a waiver of any other provisions of the Agreement, and no waiver shall be effective unless made 
in writing.  The failure of any Party to exercise any right with respect to any default shall not be 
deemed or construed to constitute a waiver of, or to preclude any Party from exercising any right 
with respect to, such default at a later date. 
 
24. Entire Agreement; Amendment. This Agreement constitutes the entire agreement 
between the Parties pertaining to the subject matter hereof, and all prior and contemporaneous 
agreements, representations, negotiations and understandings of the Parties (oral or written) are 
hereby superseded and merged herein.  This Agreement may be amended only by mutual written 
agreement of the Parties. 
 
25.  Lot Sale. It is the intention of the Parties that, although recorded, this Agreement shall not 
create conditions or exceptions to title or covenants running with any individual lots into which 
all or any portion of the Prescott Valley Trust Land is subdivided for sale to residential home 
purchasers.  Any title insurer can rely on this Section 25 when issuing any commitment to insure 
title to any individual lot or when issuing a title insurance policy for any individual lot.  So long 
as not prohibited by law, this Agreement shall automatically terminate as to any individual lot 
(and not in bulk) without the necessity of any notice, agreement or recording by or between the 
Parties, upon conveyance of the lot to the end purchaser by recorded deed.  For this Section 25, 
“lot” shall be any lot upon which a home has been completely constructed that is contained in a 
recorded subdivision plat that has been approved by the Town. 
 
26. Non-Discrimination. The Town shall comply with Executive Order 99-4 which mandates 
that all persons, regardless of race, color, religion, sex, age, national origin or political affiliation, 
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. 
 
27. Arbitration. The Parties agree to use arbitration to the extent required by A.R.S. §12-
1518. 
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28. Force Majeure.  The performance of either Party and the duration of this Agreement shall 
be extended by any causes that are extraordinary and beyond the control of the Party required to 
perform, such as, but not limited to, extreme changes in market conditions, a significant weather 
or geological event or other act of God, civil or military disturbance, labor or material shortage, 
or acts of terrorism. 
 
29. Computation of Time. In computing any period of time under this Agreement, the date of 
the act or event from which the designated period of time begins to run shall not be included.  
The last day of the period so completed shall be included unless it is a Saturday, Sunday or legal 
holiday, in which event the period shall run until the end of the next day which is not a Saturday, 
Sunday or legal holiday.  The time for performance of any obligation or taking any action under 
this Agreement shall be deemed to expire at 5:00 p.m. (Phoenix time) on the last day of the 
applicable time period provided herein. 
 
30. Incorporation by Reference. The above Recitals and Exhibits hereto are incorporated 
herein by this reference. 
 
31. Counterparts. This Agreement may be executed in counterparts. 
 
  IN WITNESS WHEREOF, the undersigned have executed this Agreement which shall 
take effect on the date last signed by a Party. 
 
TOWN OF PRESCOTT VALLEY, a 
municipal corporation of Arizona (Town)  
 
 
__________________________________ 
Harvey C. Skoog, Mayor 
 
Date:  _____________________________ 
 
 
 
 
ATTEST: 
 
___________________________________ 
Diane Russell, Town Clerk 
 
The foregoing Agreement has been reviewed pursuant to A.R.S. § 11-952, as amended, by the 
undersigned legal counsel, who has determined that it is in proper form and within the powers 
and authority granted to the Town of Prescott Valley under the laws of the State of Arizona. 
 
_____________________________________ 
Ivan Legler, Town Attorney Date 
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STATE OF ARIZONA, by and through the  
ARIZONA STATE LAND DEPARTMENT (ASLD) 
 
__________________________________ 
Mark Winkleman, Arizona State Land Commissioner 
 
Date:  _____________________________ 
 
The foregoing Agreement has been reviewed pursuant to A.R.S. § 11-952, as amended, by the 
undersigned legal counsel, who has determined that it is in proper form and within the powers 
and authority granted to the State Land Commissioner under the laws of the State of Arizona. 
 
_____________________________________ 
Helen Shapiro, ASLD Attorney Date 
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EXHIBIT “A” 

 
MAP OF AREA TRUST LAND 
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EXHIBIT "B" 
 

LEGAL DESCRIPTION AND MAP OF PRESCOTT VALLEY TRUST LAND  
INVOLVED IN ENTITLEMENT PROCESS 

 
(Visual Depiction of the following four Sections appears on page 2 of this Exhibit) 

 
Section Township/Range Acreage General Plan Land Use 

Designation 
Existing Zoning Future Zoning Options 

Permissible Under 
General Plan 

06 T14N/R1E 634 C1PAD, Low Density Residential, 
Open Space 

Annexation Ordinance 
#35, RCU18 

R1L PAD, R1M PAD, 
R2 PAD, C2 PAD, C3 
PAD, PM PAD, OS 

18 T14N/R1E 634 Light/Medium Industrial M1 
PAD-Southwest Quarter Section 
only 

Annexation Ordinance 
#35, RCU18 

R1L PAD, R1M PAD, 
R2 PAD, RS PAD, C1 
PAD, PL PAD, OS 

34 T15N/R1W 640 Low/Med/High Density 
Residential, Mixed Use, 
Commercial/Industrial, R1LPAD 

Annexation Ordinance 
#15, RCU18 

R1L PAD, R2PAD, RS 
PAD, C1 PAD, C2 PAD, 
PM PAD, PL PAD 

36 T15N/R1W 609 Commercial  (General Plan 
Amendment) C1PAD, C2PAD, 
C3PAD, PM 

Annexation Ordinance 
#35, RCU18 and 20 
acres of public land 
(High School) 

R1L PAD, R2 PAD, PL 
PAD, OS 
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EXHIBIT “C” 

LEGAL DESCRIPTION OF PRESCOTT VALLEY  
TRUST LAND INVOLVING DEDICATION OF AGUA FRIA PARK 

 
 
 Section 2 T14N R1W  
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EXHIBIT “C-1” 
MAP OF FLOODPLAIN/FLOODWAY AREA FOR AGUA FRIA PARCEL 
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EXHIBIT “D” 
 

PRESCOTT VALLEY TRUST LAND TO BE INCLUDED  
IN PRE-ANNEXATION AND DEVELOPMENT AGREEMENT 

 
 
Section 22 T14N R1E 
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