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Director
Utilities Division
DATE: September 15, 2004
RE: NEW RIVER UTILITY COMPANY - APPLICATION AN EXTENSION OF ITS

CERTIFICATE OF CONVENIENCE AND NECESSITY (“CC&N”) TO PROVIDE

WATER SERVICE IN MARICOPA COUNTY, ARIZONA (DOCKET NO.
W-01737A-04-0502)

Attached is the Staff Report for the above referenced application. Staff is recommending
approval of the application.
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EXECUTIVE SUMMARY
NEW RIVER UTILITY COMPANY
DOCKET NO. W-01737A-04-0502

On July 9, 2004, New River Utility Company (“New River” or “Company”), a certificated
Arizona public service corporation, filed an application with the Arzona Corporation
Commission (“ACC” or “Commission”) requesting approval for an extension of its existing
Certificate of Convenience and Necessity (“CC&N”) to include additional property in Maricopa
County, Arizona. New River is an Arizona subchapter S corporation, authorized by the ACC to
provide water service within a portion Maricopa County, Arizona.

By this application, New River is seeking to add approximately 53 acres to its existing two
square miles of certificated area. The property requested is two separate, but adjacent parcels,
Cody Farms and Riverstone Estates. Riverstone Estates is approximately 33 acres proposed to
become 101 residential homes by Columbia Property Development, LLC. Cody Farms consists
of 20 acres proposed to become 66 residential homes.

New River has four production wells with a total production capacity of 2,825 gallons-per-
minute (“GPM”). The system also retains 3,000,000 gallons of storage capacity, booster pumps,
pressure tanks, and a distribution system serving 2,575 connections.

Based on the existing well production and storage capabilities, the system can serve
approximately 3,100 connections. Therefore, Staff concludes that the existing system has
adequate production and storage capacity to serve the existing and proposed CC&N area within a
conventional five year planning period.

Staff recommends that the Commission approve the New River Utility Company’s application
for an extension of its Certificate of Convenience and Necessity in a portion of Maricopa County
to provide water service, subject to compliance with the following conditions:

1. To require the New River Utility Company to charge its existing rates and charges in
the proposed extension area.

2. To require New River Utility Company to file with Docket Control as a compliance
item in this docket the main extension agreement associated with the proposed
extension areas within 365 days of the effective date of any decision in this matter.

3. To require New River Utility Company to file with Docket Control a copy of the
ADEQ Certificate of Approval to Construct within 365 days of any decision in this
matter.

4. To require New River Utility Company to file with Docket Control a copy of the
developers’ Certificate of Assured Water Supply, where applicable or when required
by statute.




Staff further recommends that the Commission’s Decision granting this Extension of its
Certificate of Convenience and Necessity to the New River Utility Company be considered null
and void without further order from the Commission should New River Utility Company fail to
meet Condition Nos. 2 and 3 within the time specified.
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Page 1

Introduction

On July 9, 2004, New River Utility Company (“New River” or “Company”), a
certificated Arizona public service corporation, filed an application with the Arizona Corporation
Commission (“ACC” or “Commission”) requesting approval for an extension of its existing
Certificate of Convenience and Necessity (“CC&N”) to include additional property in Maricopa
County, Arizona.

On August 9, 2004, Utilities Division Staff (“Staff’) informed the Company the
application was sufficient for administrative purposes.

Background

New River is an Arizona subchapter S corporation, authorized by the ACC to provide
water service within a portion of Maricopa County, Arizona. The ACC initially authorized New
River a CC&N in 1961.

New River Utility is located on the southeast corner of 78th Avenue and Deer Valley
Road in the City of Peoria in Maricopa County.

New River’s current authorized rates became effective in Decision No. 65134
(August 22, 2002). According to its last Annual Report to the Commission, the Company
currently serves approximately 2,548 customers, producing revenue of $1,220,733 and income
$138,660. New River reports property tax payments of $27,830.

The Extension Request

By this application, New River is seeking to add approximately 53 acres to its existing
two square miles of certificated area. The property requested is two separate, but adjacent
parcels, Cody Farms and Riverstone Estates.

Riverstone Estates is approximately 33 acres proposed to become 101 residential homes
by Columbia Property Development, LLC. Cody Farms consists of 20 acres proposed to become
66 residential homes.

The requested property is adjoining the existing New River CC&N on its western side.
The property is generally located in the southwestern quarter of the northeast quarter of Section
23, Range 1 East of Township 4 North.

On April 6, 2004, New River and the City of Peoria entered into a Utility Services
Operating Agreement to allow the utility to operate in the streets of the city prior to obtaining a
franchise that includes the proposed extension area.
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Finance of Facilities

On July 7, 2004, New River and Cody Farms, Inc. signed a main extension agreement.
On July 9, 2004, New River and Columbia Property Development also signed a main extension
agreement. New River will finance the required transmission and distribution facilities primarily
with Advances in Aid of Construction. Advances in aid of construction are often in the form of
Main Extension Agreements. Main Extension Agreements generally require the developer to
design, construct and install (or cause to be) all facilities to provide adequate service to the
development. The developer is required to pay all costs of constructing the required facilities
necessary to serve the development. Upon acceptance of the facilities by the utility the
developer will convey the water facilities by way of a warranty deed. The utility will often
refund ten (10) percent of the annual water revenue associated with development for a period of
ten (10) years.

Water Production Capacity

New River has four production wells with a total production capacity of 2,825 gallons-
per-minute (“GPM”). The system also retains 3,000,000 gallons of storage capacity, booster
pumps, pressure tanks, and a distribution system serving 2,575 connections.

Based on the existing well production and storage capabilities, the system can serve
approximately 3,100 connections. Therefore, Staff concludes that the existing system has
adequate production and storage capacity to serve the existing and proposed CC&N area within a
conventional five year planning period and can reasonably be expected to develop additional
storage and production as required in the future.

Maricopa County Environmental Services (“MCES”’) Compliance

MCES regulates the water system under ADEQ Public Water System 1.D. # 07-051.
Based on data submitted by the Company, MCES has determined that this system is currently
delivering water that meets water quality standards required by Arizona Administrative Code,
Title 18, Chapter 4.

Arsenic

The U. S. Environmental Protection Agency (“EPA”) has reduced the arsenic maximum
contaminant level (“MCL”) in drinking water from 50 micrograms per liter (“png/1”) to 10 ug/l.
The date for compliance with the new MCL is January 23, 2006. The most recent lab analysis by
the Company indicated that the arsenic level in its source supplies are Well No. 1 at 5 pg/l, Well
No. 2 at 8 ug/l, Well No. 4 at 14 a pg/l and Well No. 6 at 16 pg/l.

Based on this arsenic level, the Company will be required to implement a plan to address
this issue. This could mean installing treatment facilities, locating a better source of water or
blending sources of water to achieve 10 pg/l or less.
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In Decision No. 67164 (August 10, 2004), the Commission required the Company to file
a report with the Commission's Utilities Division describing what steps the Company is planning
to take in order to reduce the level in their water to a concentration to below 10 pg/l., within
three months from the effective date the decision.

Arizona Department of Water Resources (“ADWR”) Compliance

New River is within the Phoenix Active Management Area (“AMA”), and consequently
is subject to reporting and conservation rules (GPCD requirements) of ADWR. The Phoenix
AMA reported that New River Utility is in total compliance with the ADWR reporting and

conservation rules.

Staff recommends that the Company be required to file copies of the developers’
Certificate of Assured Water Supply where applicable or required by statute.

Curtailment Plan Tariff

Decision No. 65134 required the Company to file a Curtailment Plan Tariff within 90
days of the effective date of the decision. According to the Utilities Division’s Compliance
Section, the Company complied in a timely manner.

ACC Compliance

A check with the Utilities Division’s Compliance Section showed no outstanding
compliance issues for the Company.

Proposed Rates

New River has proposed to extend service to the property at its authorized rates.
Recommendations

Staff recommends that the Commission approve the New River Utility Company’s
application for an extension of its Certificate of Convenience and Necessity in a portion of

Maricopa County to provide water service, subject to compliance with the following conditions:

1. To require the New River Utility Company to charge its existing rates and charges in
the proposed extension area.

2. To require New River Utility Company to file with Docket Control as a compliance
item in this docket the main extension agreement associated with the proposed
extension areas within 365 days of the effective date of any decision in this matter.
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3. To require New River Utility Company to file with Docket Control a copy of the
ADEQ Certificate of Approval to Construct within 365 days of any decision in this
matter.

4. To require New River Utility Company to file with Docket Control a copy of the
developers’ Certificate of Assured Water Supply, where applicable or when required
by statute.

Staff further recommends that the Commission’s Decision granting this Extension of its
Certificate of Convenience and Necessity to the New River Utility Company be considered null
and void without further order from the Commission should New River Utility Company fail to
meet Condition Nos. 2 and 3 within the time specified.
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Del Smith
Engineering Supervisor
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July 29, 2004

NEW RIVER UTILITY COMPANY (DOCKET NO. W-01737A-04-0502)

ATTACHMENT A

The area requested by New River for an extension has been plotted with no
complications using the legal description provided with the application (a copy of which
15 attached).

:bsw

Also attached 15 a copy of the map for your files.

Attachments

cc: Docket Control
Mr. Jay Shapiro
Ms. Deb Person (Hand Carried)

File
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Legal DeScription Cody Farms

FIRST AMENDED
NO. 265-940-1235330

The West half of the Southwest quarter of the Northwest quarter of the Northeast quarter of
Section 23, Township 4 North, Range 1 East of the Gila and Salt River Base and (I{’Ieridian,
Maricopa County, Arizona




Legal Description of Columbia Parcel

PARCEL NO. 4:

THE EAST HALF OF THE SOUTHWEST QUARTER OF THE NORTHWEST
QUARTER OF THE NORTHEAST QUARTER OF SECTION 23, TOWNSHIP 4
NORTH, RANGE 1 EAST OF THE GILA AND SALT RIVER BASE AND
MERIDIAN, MARICOPA COUNTY, ARIZONA.

EXCEPT THE EAST 25.00 FEET THEREOF; AND

EXCEPT ALL COAL, OIL, GAS AND OTHER MINERAL DEPOSITS AS
RESERVED IN PATENT FROM THE UNITED STATES OF AMERICA RECORDED
APRIL 22, 1959 IN DOCKET 2835, PAGE 562.

PARCEL NO. 12:

A PORTION OF THE SOUTHWEST QUARTER OF THE NORTHEAST QUARTER

OF SECTION 23, TOWNSHIP 4 NORTH, RANGE 1 EAST, OF THE GILA AND
"SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY, ARIZONA, AND

MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT THE NORTH QUARTER CORNER OF SAID SECTION 23;
THENCE SOUTH 00 DEGREES 12 MINUTES 46 SECONDS EAST (Record), SOUTH
00 DEGREES 09 MINUTES 34 SECONDS WEST (Record per plat recorded at Book
447, Page 31) ALONG THE MID-SECTION LINE, A DISTANCE OF 1318.75 FEET
"(Record), 1319.00 (Record per plat recorded Book 447, Page 31);

THENCE NORTH 89 DEGREES 24 MINUTES 42 SECONDS EAST (Record),
NORTH 89 DEGREES 45 MINUTES 16 SECONDS EAST (Measured) A DISTANCE
OF 200.00 FEET TO THE POINT OF BEGINNING;

THENCE NORTH 89 DEGREES 24 MINUTES 41 SECONDS EAST (Record),
NORTH 89 DEGREES 45 MINUTES 16 SECONDS EAST (Measured) A DISTANCE
OF 1129.59 FEET (Record), 1129.64 FEET (Measured);

THENCE SOUTH 00 DEGREES 02 MINUTES 55 SECONDS EAST (Record), SOUTH
00 DEGREES 14 MINUTES 59 SECONDS WEST (Measured) A DISTANCE OF
1321.77 FEET (Record), 1321.33 FEET (Measured) TO THE EAST-WEST MID-
SECTION LINE;

THENCE SOUTH 89 DEGREES 32 MINUTES 28 SECONDS WEST (Record),
SOUTH 89 DEGREES 52 MINUTES 06 SECONDS WEST (Measured) ALONG THE
SAID EAST-WEST MID-SECTION LINE, A DISTANCE OF 1125.79 FEET;
(Record), 1126.74 FEET (Measured);

THENCE NORTH 00 DEGREES 12 MINUTES 46 SECONDS WEST (Record),
- NORTH 00 DEGREES 07 MINUTES 28 SECONDS EAST (Measured) A DISTANCE
OF 1318.75 FEET (Record), 1319.07 FEET (Measured) TO THE TRUE POINT OF
BEGINNING.



EXCEPT ALL OIL GAS AND OTHER HYDROCARBON SUBSTANCES, HELIUM
OR OTHER SUBSTANCES OF A GASEOUS NATURE, GEOTHERMAL
RESOURCES, COAL, METALS, MINERALS, FOSSILS, FERTILIZER OF EVERY
NAME AND DESCRIPTION AND EXCEPT ALL MATERIALS WHICH MAY BE
ESSENTIAL TO PRODUCTION OF FISSIONABLE MATERIAL AS RESERVED IN
ARIZONA REVISED STATUTES; AND

EXCEPT COMMENCING AT THE NORTHEAST CORNER OF SAID SECTION 23;
THENCE SOUTH 00 DEGREES 19 MINUTES 06 SECONDS WEST (Record),
SOUTH 00 DEGREES 21 MINUTES 25 SECONDS WEST (Measured) AND ALONG
THE EAST LINE OF SAID SECTION 23, A DISTANCE OF 1323.96 FEET (Record),
1323.985 FEET (Measured);.

THENCE SOUTH 89 DEGREES 43 MINUTES 48 SECONDS WEST (Record),
SOUTH 89 DEGREES 45 MINUTES 16 SECONDS WEST (Measured) AND ALONG
THE NORTH LINE OF THE SOUTHEAST QUARTER OF THE NORTHEAST
QUARTER OF SAID SECTION 23, A DISTANCE OF 1329.18 FEET (Record),
1329.24 FEET (Measured);

THENCE SOUTH 00 DEGREES 12 MINUTES 32 SECONDS WEST (Record),
SOUTH 00 DEGREES 14 MINUTES 59 SECONDS WEST (Measured) AND ALONG
THE WEST LINE OF THE SOUTHEAST QUARTER OF THE NORTHEAST
QUARTER OF SAID SECTION 23, A DISTANCE OF 314.79 FEET TO THE TRUE
POINT OF BEGINNING OF THE HEREIN DESCRIBED PARCEL,;

THENCE CONTINUING SOUTH 00 DEGREES 12 MINUTES 32 SECONDS WEST
(Record), SOUTH 00 DEGREES 14 MINUTES 59 SECONDS WEST (Measured)AND
ALONG THE WEST LINE OF THE SOUTHEAST QUARTER OF THE NORTHEAST
QUARTER OF SAID SECTION 23, A DISTANCE OF 1006.97 FEET (Record),
1006.54 FEET (Measured); '

THENCE SOUTH 89 DEGREES 49 MINUTES 58 SECONDS WEST (Record),
SOUTH 89 DEGREES 52 MINUTES 06 SECONDS WEST (Measured) AND ALONG
THE SOUTH LINE OF THE NORTHEAST QUARTER OF SAID SECTION 23, A
DISTANCE OF 447.31 FEET; :

THENCE NORTH 08 DEGREES 11 MINUTES 03 SECONDS EAST (Record),
NORTH 08 DEGREES 13 MINUTES 11 SECONDS EAST (Measured), A DISTANCE
OF 204.01 FEET;

THENCE NORTH 27 DEGREES 54 MINUTES 52 SECONDS EAST (Record),
NORTH 27 DEGREES 57 MINUTES 00 SECONDS EAST (Measured), A DISTANCE
OF 392.55 FEET;

THENCE NORTH 27 DEGREES 49 MINUTES 08 SECONDS EAST (Record),
NORTH 27 DEGREES 51 MINUTES 16 SECONDS EAST (Measured) A DISTANCE
OF 367.28 FEET;

THENCE NORTH 26 DEGREES 22 MINUTES 30 SECONDS EAST (Record),
NORTH 26 DEGREES 30 MINUTES 59 SECONDS EAST (Measured), A DISTANCE
OF 150.27 FEET (Record), 149.93 FEET (Measured) TO THE TRUE POINT OF
BEGINNING.




ATTACHMENT B

MEMORANDUM
DATE: August 11, 2004
O James E. Fisher

Executive Consultant I

FROM: Marlin Scott, JrW ()
Utilities Engineer

RE: New River Utility Company
Docket No. W-01737A-04-0502 (CC&N Extension)

Introduction

New River Utility Company (“Company”) has applied to extend its Certificate of
Convenience and Necessity (CC&N). The requested area will add approximately 53
acres (0.08 square-miles) to its existing 1.88 square-miles of certificated area. The
Company is located in the area of 78th Avenue and Deer Valley Road within the City of
Peoria, Maricopa County.

Capacity

Existing System

According to the submitted application, the Company’s system has four wells with a total
production capacity of 2,825 gallons per minute (“GPM”), three storage tanks totaling
3,000,000 gallons and a distribution system serving 2,575 service connections. Based on
historical growth rates, it is anticipated that the existing service area could grow to
approximately 4,300 connections at the end of five years. The Company has predicted an
additional 167 connections for the proposed CC&N extension at the end of five years,
resulting in a projected total customer base of approximately 4,467 at the end of five
years.

Based on the existing well production and storage capacities, the system can serve
approximately 3,100 service connections. Staff concludes that the existing system has
adequate production and storage capacity to serve the existing and proposed CC&N
extension area within a conventional five year planning period and can reasonably be
expected to develop additional production and storage as required in the future.
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Proposed Plant Facilities

The Company is proposing to extend its water system into the requested areas through the
use of Main Extension Agreements (“MXAs”). The actual MXAs are under negotiation,
resulting in no plant facility cost being available at this time. Once these MXAs are
completed, the MXAs should be submitted to Staff for review and approval.

Maricopa County Environmental Services Department (“MCESD”) Compliance

Compliance Status

MCESD regulates the water system under Public Water System I.D. # 07-051. Based on
data submitted by the Company, MCESD has determined that this system is currently

delivering water that meets water quality standards required by Arizona Administrative
Code, Title 18, Chapter 4.

Certificate of Approval to Construct

The Company had not received the MCESD Certificate of Approval to Construct
(“ATC”) for construction of facilities to each of the developer’s requested areas. Staff
recommends that the Company submit to the Director of the Utilities Division copies of
each ATC when received by the Company.

Arsenic

The U.S. Environmental Protection Agency (EPA) has reduced the arsenic maximum
contaminant level (“MCL”) in drinking water from 50 micrograms per liter (“png/1”) to 10
pg/l. The date for compliance with the new MCL is January 23rd, 2006. The most
recent lab analysis by the Company indicated that the arsenic level in its source supplies
are Well #1 at 5 pg/l, Well #2 at 8 pg/l, Well #4 at 14 ng/l and Well #6 at 16 pg/l.

Based on these arsenic levels, the Company will be required to implement a plan to
address this issue. This could mean installing treatment facilities, locating a better source
of water or blending sources of water to achieve 10 pg/l or less. In a recent CC&N
extension proceeding under Docket No. W-01737A-04-0274 and its Decision No. 67164,
dated August 10, 2004, the Commission ordered the Company file within 90 days of the
effective date of the Decision to the Director of the Utilities Division, a report which
describes its arsenic treatment plan.

Arizona Department of Water Resources (“ADWR”) Compliance

Compliance Status

The Company is located within the Phoenix Active Management Area (“AMA”) and
consequently, is subject to reporting and conservation requirements. The Phoenix AMA
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reported that the Company is in total compliance with the ADWR reporting and
conservation rules.

Certificate of Assured Water Supply

Staff recommends that the Company file with the Director of the Utilities Division copies
of the developers’ Certificate of Assured Water Supply for the requested area, where
applicable or when required by statute.

Arizona Corporation Commission (“ACC”) Compliance

A check with the Utilities Division Compliance Unit showed no outstanding compliance
issues for this Company.

Summary
Conclusions

A. Staff concludes that the Company’s existing system has adequate source and
storage capacity to serve the existing and proposed CC&N extension area.

B. MCESD has determined that this system is currently delivering water that meets
water quality standards required by Arizona Administrative Code, Title 18,
Chapter 4.

ko The Company indicated that the arsenic level in its source supplies are Well #1 at
5 ng/l, Well #2 at 8 pg/l , Well #4 at 14 pg/l and Well #6 at 16 pg/l. Based on
these arsenic concentrations and in a recent CC&N extension proceeding under
Docket No. W-01737A-04-0274 and its Decision No. 67164, dated August 10,
2004, the Commission ordered the Company file within 90 days of the effective
date of the Decision to the Director of the Utilities Division, a report which
describes its arsenic treatment plan.

D. The Company is within the Phoenix AMA and is in compliance with its reporting
and conservation requirements.

B A check with the Utilities Division Compliance Unit showed no outstanding
compliance issues.

Recommendations

Once the MXAs are completed, Staff recommends that these MXAs be submitted
to Staff for review and approval.
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Staff recommends that the Company submit to the Director of the Utilities
Division copies of each Certificate of Approval to Construct when received by the
Company.

Staff recommends that the Company file with the Director of the Utilities
Division copies of the developers’ Certificate of Assured Water Supply for the
requested area, where applicable or when required by statute.



