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COMMISSIONERS 

JEFF HATCH-MILLER, Chairman 
WILLIAM A. MUNDELL 
MARC SPITZER 
MIKE GLEASON 
KRISTIN K. MAYES 

L 
BEFORE THE ARIZONA CORPORATION COMMISSION 

ARIZONA WATER COMPANY, an Arizona 
corporation, 

Complainant, 

vs . 

GLOBAL WATER RESOURCES, LLC, a 
foreign limited liability company; GLOBAL 
WATER RESOURCES, INC., a Delaware 
corporation; GLOBAL WATER 
MANAGEMENT, LLC, a foreign limited 
liability company; SANTA CRUZ WATER 
COMPANY, LLC, an Arizona limited liability 
corporation; PAL0 VERDE UTILITIES 
COMPANY, LLC, an Arizona limited liability 
corporation; GLOBAL WATER - SANTA 
CRUZ WATER COMPANY, an Arizona 
corporation; GLOBAL WATER - PALO 
VERDE UTILITIES COMPANY, an Arizona 
corporation; JOHN AND JANE DOES 1-20; 
Al3C ENTITIES I - XX. 

Respondents. 

W-O1445A-06-0200 
S W-20445A-06-0200 
W-20446A-06-0200 
W-03576A-06-0200 

S W-03575A-06-0200 
FORMAL COMPLAINT 

Pursuant to A.R.S. $ 5  40-246, 40-249 and A.A.C. R14-3-106(L), Complainant 

Arizona Water Company, an Arizona corporation, hereby files this formal complaint against 

Respondents Global Water Resources, LLC ("GWR LLC"), a foreign limited liability 

company, Global Water Resources, Inc. ("GWR Inc."), a Delaware corporation, Global 
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Water Management, LLC (“GWM”), a foreign limited liability company, Santa Cruz Water 

Company, LLC (“SC WC”), an Arizona limited liability company, Palo Verde Utilities 

Company, LLC (“PVUC”), an Arizona limited liability company, Arizona Global Water- 

Santa Cruz Water Company (“GW-SCWC”), an Arizona corporation, and Global Water- 

Palo Verde Utilities Company (“GW-PVUC”), an Arizona corporation (these interlocking 

entities will be collectively referred to iIri this Formal Complaint as the “Global Entities”). 

The Doe and ABC Respondents are parties and entities whose identities have not yet been 

established, and when they become known, this Formal Complaint will be seasonably 

amended. Arizona Water Company requests that the Arizona Corporation Commission (the 

“Commission”) establish a procedural schedule, including a hearing, on this Formal 

Complaint and thereafter promptly issue an order to show cause why the relief requested set 

forth below should not be granted. 

- 

Arizona Water Company alleges as follows: 

INTRODUCTION 

1. GWR LLC, a Delaware and/or Arizona limited liability company,” is illegally 

and improperly acting as a public service corporation in Arizona in disregard and violation 

of Article 15 of the Arizona Constitution, A.R.S. $5 40-202 and 40-281, A.A.C. R14-2-402 

and the regulatory authority of the Commission. 

2. GWR Inc., a Delaware corporation, is illegally and improperly acting as a 

public service corporation in Arizona in disregard and violation of Article 15 of the Arizona 

Constitution, A.R.S. $ 5  40-202 and 40-281, A.A.C. R14-2-402 and the regulatory authority 

of the Commission. 

3. GWM, a Delaware and/or Arizona limited liability company,*’ is illegally and 

improperly acting as a public service corporation in Arizona in disregard and violation of 

The Commission website lists GWR LLC as a Delaware limited liability company; 
however, in various Commission filings, GWR LLC has misrepresented itself as an 
Arizona limited liability company. 

I /  

2’ The Commission website lists GWM as a Delaware limited liability company. 
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Article 15 of the Arizona Constitution, A.R.S. $5  40-202 and 40-281, A.A.C. R14-2-402 

and the regulatory authority of the Commission. 

4. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon 

information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and P W C ,  have 

illegally and improperly entered into agreements and demanded and received various fees 

and charges from landowners and prospqktive utility customers in Arizona without approval 

from and outside of the regulatory authority and oversight of the Commission, in violation 

of Article 15, Section 3 of the Arizona Constitution, A.R.S. 5 40-202 and the Commission’s 

regulations, and against the public interests of the citizens of Arizona. 

f l -  

5. GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon 

information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have 

illegally and improperly solicited landowners and prospective utility custornets within 

Arizona Water Company’s Certificates of Convenience and Necessity (“CCNs”) in violation 

of A.R.S. 5 40-281 and Arizona law. 

6.  GWR LLC, GWR Inc. and GWM, alone or in concert with entities that upon 

information and belief are GWR Inc.’s wholly owned subsidiaries, SCWC and PVUC, have 

illegaIly and improperly solicited Iandowners and prospective utility customers within areas 

contiguous to Arizona Water Company’s existing water utility systems, and are thereby 

interfering or are about to interfere with Arizona Water Company’s operation of its lines, 

plant and systems already constructed and planned for the provision of public water utility 

service to areas in and surrounding Arizona Water Company’s CCNs in violation of A.R.S. 

5 40-28 1 (B). 
7 .  Arizona Water Company requests, among other relief, that the Commission, at 

the earliest possible time, enter an order requiring GWR LLC, GWR Inc. and GWM to show 

cause why they should not be ordered to submit to the jurisdiction and regulation of this 

Commission and cease and desist from the unlawful activity and schemes described in this 

Formal Complaint. 

23 

24 

25 

26 

27 

28 
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8. Arizona Water Company further requests that the Commission issue orders 

prohibiting GWR LLC, GWR Inc. and GWM, alone or through their subsidiaries, affiliates, 

related entities and agents, including new entities GW-SCW and GW-PW defined below, 

from demanding and charging illegal and improper fees from landowners and prospective 

utility customers and from soliciting landowners and prospective utility customers located 

within and contiguous tdArizona Water-Company's CCN and its plant, property, lines and 
- 

systems. 

PARTIES AND JURISDICTION 

9. Arizona Water Company is an Arizona public service corporation as defined 

under Article 15, Section 2 of the Arizona Constitution and as such is regulated by the 

Commission. 

10. Arizona Water Company was granted various CCNs by the Commission to 

provide public water utility service in portions of Pinal County, including the Casa Grande 

and Stanfield areas, and has provided service to these areas for more than 50 years. 

11. GWR LLC, GWR Inc. and GWM, through their subsidiaries and regulated 

entities, illegally conduct business as public service corporations in Arizona outside of and 

in disregard and violation of the regulatory authority of the Commission. Upon information 

and belief, the address of GWR LLC, GWR Inc. and GWM is 22601 North 19' Avenue, 

Suite 210, Phoenix, AZ 85027. 

12. Upon information and belief, SCWC is a wholly owned subsidiary of GWR 

Inc., which in turn is wholly owned by GWR LLC. SCWC is an Arizona limited liability 

company conducting business as a public service water utility corporation. Upon 

information and belief, the address of SCWC is 22601 North lgth Avenue, Suite 210, 

Phoenix, AZ 85027. 

13. Upon information and belief, PVUC is a wholly owned subsidiary of GWR 

Inc., which in turn is wholly owned by GWR LLC. P W C  is an Arizona limited liability 

company conducting business as a public service wastewater utility corporation. Upon 

539X7.04/0 196941 4 
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information and belief, the address of PVUC is 22601 North 19th Avenue, Suite 210, 

Phoenix, AZ 85027. 

14. Global Water-Santa Cruz Water Company (“GW-SCW7) is a recently-formed 

Arizona corporation which is wholly owned by an entity called “Global Water Inc.,” a 

Delaware corporation.’ The listed address of GW-SCW is 22601 North 19* Avenue, Suite 

210, Phoenix, AZ 85027,-the same address as the other Global Entities. 
- 

15. Global Water-Palo Verde Utilities Company (“GW-PVU”) is a recently- 

formed Arizona corporation which is also recited to be wholly owned by the same inactive 

entity, “Global Water Inc.”, whose corporate status is “forfeited” and is not qualified to do 

business in Arizona. The listed address of GW-PW is 22601 North 19* Avenue, Suite 

210, Phoenix, AZ 85027, the same address as the other Global Entities. 

16. Jurisdiction and venue are proper before the Commission pursuant to A.R.S. 

$5  40-246 et seq. and A.A.C. R14-3-106(L). 

ALLEGATIONS COMMON TO ALL COUNTS 

17. Arizona Water Company is a public service corporation in good standing and 

is properly authorized by the Commission to provide water utility service. It is regulated by 

’’ The December 7, 2005 Articles of Incorporation of GW-SCW filed with the 
Commission recite that “Global Water Inc.,” a Delaware corporation, owns all 
common stock of GW-SCW; however, the Delaware Division of Corporations shows 
Global Water Inc. as “Inactive” and its status as “Forfeited” as of “10-06-2001.” The 
same is true of GW-PVU. Global Water Inc. is not qualified to do business in 
Arizona, according to the Commission’s website. To add to the confixion about the 
true nature of these Global Entities and as evidence o f  the cavalier treatment o f  the 
corporate forms by the Global principals, in a March 9, 2006 Application seeking a 
broad range of relief to shuffle CCNs and other assets among and between its 
parents, affiliates and subsidiaries, SCWC and PVUC represented to this 
Commission that GW-SCW and GW-PVU ‘<are 100% owned by Global Water 
Resources, Inc.”, not “Global Water Inc.” See 3/9/06 Application filed by SCWC 
and P W C  in Docket Nos. SW-20445A-06-0155, W-20446A-06-0155, SW-03575A- 
06-0155 and W-03576A-06-0155 at p. 3,ll. 18-19. 
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the Commission, which sets its rates, oversees its charges, approves its terms and conditions 

of water service and otherwise exercises regulatory oversight over Arizona Water 

Company’s public utility services. 

18. Arizona Water Company is a long-established Arizona public service water 

utility corporation engaged in the business of providing water service to approximately 

80,000 customers thr’bughout the State, including some 19,000 customers in the Casa 

Grande and Stanfield areas. 

.. 

19. Statewide, Arizona Water Company operates 22 water systems in eight 

different counties pursuant to numerous CCNs issued by the Commission at various times 

over the past fifty-plus years. 

20. Arizona Water Company has been engaged in the water utility business for 

over fifty years, produces over 80 million gallons of water per day, and has more than $261 

million in gross utility plant. 

21. In Pinal County alone, Arizona Water Company operates water utility systems 

pursuant to Commission-issued CCNs in Casa Grande, Stanfield, Coolidge, Superior, 

Apache Junction, Oracle, Saddle Brooke Ranch, Gold Canyon, San Manuel and Winkelman, 

making Arizona Water Company the largest water public service corporation in Pinal 

County. 

22. GWR LLC, GWR Inc. and GWM do not have authority to operate any water 

utility themselves, but instead have unlawfully represented to the public that they can 

provide utility services or direct their subsidiaries or affiliates to provide such services. 

23. GWR LLC, GWR Inc. and GWlVI exert control over SCWC, which operates a 

water system elsewhere in Pinal County pursuant to CCNs issued by the Commission. 

24. GWR LLC, GWR Inc. and GWM exert similar control over PVUC, which 

operates a sewer system elsewhere in Pinal County pursuant to CCNs issued by the 

Commission. 

539257 04/0 1969.1 1 6 



25. On information and belief, GWR LLC, GWR Inc. and GWM are conceived, 

administered and operated as alter egos of SCWC, PVUC, GW-SCW and GW-PVU. 

Despite the fact that these Global Water Entities operate as alter egos of public utilities 

regulated by the Commission, GWR LLC, GWR Inc. and GWM have largely avoided and 

evaded the Commission’s authority, regulation and oversight. - 
26. In a Febka?y 17,2006 ‘Wotice of Intent” filed in Docket Nos. W-03576A-06- 

0 103 and S W-03 575A-06-0 I03 , SCWC and PVUC purported to provide after-the-fact 

notice to the Commission of insider transfers of corporate interests within GWR “to existing 

Global officers or key management personnel.’’ The Commission previously had ordered 

GWR, SCWC and PVUC to file a notice in advance so that the Commission could initiate 

appropriate proceedings to determine whether such transfers were in the public interest 

pursuant to a Settlement Agreement made between the named Global Entities and Staff and 

approved by the Commission. The Commission also imposed the same requirements in a 

subsequent order to SCWC and PVUC, Decision No. 67830 (May 5,  2005). GWR LLC 

andlor GWR Inc. violated the Commission’s orders and proceeded with the transfers 

without notice to the Commission or Commission approval. 

27. It is appropriate and consistent with the public interest for the Commission to 

investigate the relationship of such entities and to pierce the corporate veil in the case of a 

web of interlocking companies like the Global Entities, where the result of such corporate 

organization is a determined and calculated effort to evade regulation and to undertake 

actions prohibited by Commission rules and regulations and Arizona law. 

28. GWR LLC has engaged in an unauthorized scheme of entering into so-called 

“Infrastructure Coordination and Finance Agreements” (“ICFAs”) with a large number of 

landowners in Pinal County, including landowners located within Arizona Water 

~~ 

SCWC and PVUC filed a notice after the transfers had already taken place, citing an 
“oversight” as the excuse for violating the Commission’s orders. 

4 
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Company’s CCNs and areas contiguous to its CCNs. An example of a recorded ICFA in 

Pinal County is attached as Exhibit “ I”  and is incorporated by this reference. 

29. In the ICFAs, GWR LLC characterizes itself as the “Coordinator” and states 

as follows: 

A. 

(ii) providing eonstruction services for water and wastewater treatment facilities, and 
(iii) providing financing for the provision of infrastructure in advance of and with no 
guarantee of customer connections. 

B. Coordinator is the owner of Santa Cruz Water Company, LLC (“SCW7) and 
Palo Verde Utilities Company, LLC (“PVU”) and provides equity for its subsidiaries 
[sic] capital improvements. 

Coordinator is engaged in the business of, among other things, 
services or benefilS to landowners, such as: (i) developing master utility p 

Exhibit 1, Recitals. 

30. The ICFAs hrther recite that the landowner sought “to engage Coordinator to 

provide various services including but not limited to arranging and coordinating for the 

Landowner the provision of Utility Services by SCW and PVU,” and would work with 

GWR LLC to include the landowner’s land in the CCNs of SCW and P W .  Id., Recitals D. 

GWR LLC also promises in the ICFAs to provide “will serve” letters from SCW and P W .  

Id. 

31. The ICFAs further provide that GWR will act as a utility in all but name by 

“coordinating” utility services by its wholly-owned subsidiaries: 

Coordinator shall undertake good faith efforts to facilitate, arrange andor coordinate 
with SCW and PVU, as necessary, to rovide Utility Services to Landowner, 
including without limitation, obtaining a1 P necessary permits and approvals . . . . 
Coordinator shall make good faith efforts to cause SCW and PVU to provide water 
[source] and storage as well as waste water treatment Utility Services to Landowner 
for the Land. Water and wastewater lines will be constructed to the property line of 
the Land . . . at locations to be designated by [GWR LLC] . . . . 

Id., 7 1. The ICFAs also provide that GWR will “arrange and obtain” for the landowner a 

lengthy list of utility services from SCWC and PVUC, such as expanding CCN areas, 

preparing master plans, and developing water plant and well source capability. Id., 77 1-2 & 

Exhibit D. 

8 539257.04IO 196941 
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32. The ICFAs require a tie-in arrangement compelling the landowners to enter 

into main extension agreements with SCWC and PVUC, to grant SCWC and PVUC various 

easements, and to eventually grant SCWC any and all water rights and wells on the affected 

properties. Id., 7 3, Such tie-in arrangements have been entered into without regard for the 

larger public interests such as the ultimate water utility customers, and in complete 

derogation of Arizona Water Company3 rights as the existing, “first in the field” utility 

provider, and in furtherance of an unlawful scheme that is inimical to the provision of utility 

services under longstanding Commission practice and policy, and Arizona law. 

33. The ICFAs also require the landowner “or its assigns in title andor successors 

in title” to pay GWR LLC a fee of $3,300 or more per defined “equivalent dwelling unit,” 

adjusted upward over time based on the consumer price index. Id., ‘T[ 4. Such charges by 

GWR LLC stand completely unregulated by this Commission. 

34. The ICFAs further require that they shall be recorded with the Pinal County 

Recorder. Thus, the ICFAs impose an unreasonable burden on the land and bind hture 

landowners, and further frustrate and interfere with the Commission’s authority to oversee 

and regulate the provision of public utility service to the ultimate customers. 

35. GWR has entered into and recorded ICFAs with numerous landowners in 

Pinal County, and, on information and belief, has executed even more that have not yet been 

recorded, including numerous ICFAs within and in the immediate vicinity of Arizona Water 

Company’s existing CCN areas. 

36. The ICFAs provide in effect that GWR LLC will act as a utility by 

“coordinating” and *‘facilitating” utility services by its subsidiaries, “causing” certain of its 

agents, including the Global Entities, to provide utility services, prepare master plans, build 

utility plant and extend water mains. 

37. N o  Arizona law or statute, and no Commission decision or order, rule or 

regulation, allows GWR LLC, GWR Inc. or GWM, which are attempting to act outside of 
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the jurisdiction, oversight or approval of the Commission, to charge, demand or collect a fee 

for “coordinating” or “facilitating” the provision of such utility services. 

38. The Commission has expressly denied requests by SCWC and PVUC to 

See Decision No. 61943 charge similar up-front fees to developers and landowners. 

(September 17, 1999), attached as Exhibit 2 and incorporated by this reference. 

39. The Gldbaf. Entities are using the ICFAs to circumvent those Commission 

denials and evade the Commission’s oversight and jurisdiction by collecting fees in 

exchange for “facilitating” utility services by subsidiaries in direct violation of Commission 

orders and in violation of Article 15, Section 3 of the Arizona Constitution and A.R.S. 6 40- 

202. Upon information and belief, GWR LLC may be mischaracterizing such unregulated 

payments by landowners as ‘paid in capital” to its regulated entities in order to evade 

Commission policy, where such payments should be properly treated as advances or 

contributions in aid of construction for ratemaking purposes, if the utilities had been 

authorized to collect such fees, which they have not. 

40. GWR LLC has also entered into “Memoranda of Understanding” (“MOUs”) 

with various municipalities, including the City of Casa Grande. See Exhibit 3, incorporated 

by this reference. 

4 1. The Global Entities benignly characterize the MOUs as a beneficial “public- 

private partnership” that will “harmonize rates” and provide “innovative revenue streams” 

to the municipalities. In fact, the MOUs provide that in exchange for payments from GWR 

LLC (but purportedly passed through to its future customers via rates charged by SCWC 

and PVUC) as well as a flat fee for each residential home connected “to Global’s water and 

wastewater system within the jurisdictions of the City” (although Global is not a regulated 

public service corporation and has no such systems, or authority to collect such fees), the 

City of Casa Grande shall cooperate in seeking Commission “approval of SCW[C] and 

PVU[C]’s proposed expansion of the CC&N over Global’s Planning Area.” See MOU, 

paragraph 17(a). 

539257.04/0196941 10 
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42. The MOUs, which upon information and belief were never presented to the 

Commission or Staff for review or approval, promote a scheme for the payment of a bounty 

to be reimbursed by future ratepayers in order to curry financial favor with the 

municipalities in the Global Entities’ desired expansion area. Despite their recitals, the 

MOUs subvert the public interest and constitute a concerted scheme by the Global Entities 

to avoid compliance -with Arizona law _and policy and to evade Commission jurisdiction, 

authority and oversight in an area that Arizona Water Company is already ready, willing and 

able, and legally entitled, to serve. Unlike the Global Entities, Arizona Water Company 

already has a long-term relationship with Casa Grande and PinaS County and has been 

engaged in a “public-private partnership” for over fifty years, all while conducting its 

operations under Commission authority and respecting the Commission’s role in regulating 

- 

and overseeing the provision of utility services in the public interest. 

COUNT ONE 
ILLEGALLY CONDUCTING BUSINESS AS A PUBLIC SERVICE 

CORPORATION 

43. Arizona Water Company realleges and incorporates by reference the 

allegations in the foregoing paragraphs. 

44. Article 15, Section 2 of the Arizona Constitution provides that “All 

corporations other than municipal engaged in furnishing . . . water for irrigation, fire 

protection, or for other public purposes . . . or engaged in collecting, transporting, treating, 

purifying or disposing of sewage through a system, for profit . . . shall be deemed public 

service corporations. ” 

45. Pursuant to Article 15, Section 3 of the Arizona Constitution and Arizona law, 

A.R.S. $ 5  40-202 et seq., the Commission has exclusive authority and jurisdiction to 

regulate public service corporations in the State, prescribe just and reasonable rates and 

charges, and otherwise oversee the conduct, contracts, accounts and rules of public utilities 

in the State. 

539257.04lO 19694 1 11 
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46. Because of their conduct, including the coordination, facilitation and provision 

of utility services by their regulated subsidiaries, GWR LLC, GWR Inc. and GWM have 

acted as public service corporations without the lawfbl authority to do so, and should be 

subjected to the jurisdiction, regulation and oversight of the Commission. 

47. However, by means of their manipulation of the regulated subsidiaries, and by 

purporting to act on theirbehaIf, GWR LLC, GWR Inc. and GWM have sought to avoid and 

escape Commission regulation and oversight and to implement practices, charges and fees 

that the Commission has expressly forbidden. 

* 

48. The conduct alleged above constitutes an egregious subversion of the Arizona 

Constitution and laws relating to public utility service corporations by the Global Entities, 

including, without limitation, Article 15 of the Arizona Constitution and A.R.S. 6 40-202. 

49. The Commission should order GWR LLC, GWR h c .  and GWM, and other 

Respondents to the extent discovery reveals an intention by them to use the interlocking web 

of the Global Entities in order to operate in a manner outside the jurisdiction of the 

Commission, to appear and show cause why they should not be declared to be the alter egos 

of the regulated public service utility corporations and be ordered to submit to the 

Commission's jurisdiction, and cease and desist from these unlawhl practices, charges and 

fees. 

COUNT TWO 

ILLEGAL FINANCING ARRANGEMENTS AND FEE DEMANDS 

50. Arizona Water Company realleges and incorporates by reference the 

allegations in the foregoing paragraphs. 

5 1. Pursuant to Article 15, section 3 of the Arizona Constitution and Arizona law, 

including Arizona statutes codified in Title 40, Arizona Revised Statutes, the Commission 

has authority and jurisdiction to prescribe all rates and charges made by public service 

corporations within the State for the provision of utility services, and to determine whether 

539257.04/0 196941 12 
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the manner and method of operation employed by any public service corporation are unjust, 

unreasonable or improper. 

52. Thus, the Commission has previously prescribed and regulated the rates 

charged by GWR LLC’s and GWR Inc.’s agents and alter egos, such as SCWC and PVUC. 

53. By means of the ICFAs, MOUs, and other actions, GWR LLC, GWR Inc. and 

GWM, and the entities they control, have sought to avoid the regulation of the Commission 

and assess charges and fees for utility services that were never approved and for the most 

part were expressly rejected by the Commission. 

.. 

54. The effect of the ICFAs is to allow GWR LLC to charge hookup fees for the 

provision of utility services which the Commission has expressly refbsed to allow SCWC 

and P W C  to charge, thereby unlawfully circumventing the Commission’s jurisdiction and 

authority. 

55. The effect of the MOU is to allow GWR LLC to collect fees from future 

customers in order to provide a financial incentive to neighboring municipalities to support 

the Global Entities’ efforts to expand their CCNs, in complete disregard for the public 

interest. 

56. Because of the misconduct described above, the Commission should order 

GWR LLC, and other Global Entities that are involved in the ICFAs or MOUs, to appear 

and show cause why the fees assessed by GWR and payments made by GWR pursuant to 

those agreements are not improper, unauthorized and therefore unlawful service fees and 

payments that must first be prescribed and regulated by the Commission, and to direct the 

manner and method of accounting for such fees and payments consistent with Commission 

policy, including but not limited to providing for a refimd of such unlawfully collected fees 

and charges. 

539257.04/0 196941 13 
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COUNT THREE 
ILLEGAL INFRINGEMENT ON ARIZONA WATER COMPANY’S CCN AND 

INTERFERENCE WITH ITS CUSTOMERS 

57. Arizona Water Company realleges and incorporates by reference the 

allegations in the foregoing paragraphs. 

58. Pursuant to, numerous Commission decisions and orders, Arizona Water 

Company operates a. number of water-utility systems in Pinal County, in particular the 

Stanfield and Casa Grande systems, which are identified and protected from invasion, 

bypass and unlawful competition under the terms and conditions of CCNs issued by the 

Commission in accordance with Arizona law. 

* -  

59. The area covered by the Stanfield CCN issued by the Commission is described 

in the legal description attached as Exhibit 4, which is incorporated by this reference. 

60. Upon information and belief, GWR LLC, GWR Inc. and the other Global 

Entities have illegally and improperly solicited water utility service customers within 

Arizona Water Company’s Stanfield and Casa Grande CCN areas. 

61. Because of their illegal and improper conduct, the Global Entities should be 

ordered to appear before this Commission and show cause why the Commission should not 

issue an injunction prohibiting them, and their officers, agents and consultants and others 

within their control, from soliciting Arizona Water Company’s customers and infringing on 

Arizona Water Company’s rights under its CCNs. 

62. Further, the Global Entities should be ordered to appear before this 

Commission and show cause why the Commission should not issue an injunction 

prohibiting them, and their officers, agents and consultants and others within their control, 

from soliciting Arizona Water Company’s future customers and prospective business 

relationships in areas contiguous to Arizona Water Company’s CCNs in Pinal County that 

are within Arizona Water Company’s master planning area and for which the public interest 

compels that Arizona Water Company be the certificated water utility. 

14 539257.040 1 9694 I 
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WHEREFORE, Arizona Water Company requests that this Commission: 

A. Direct the appropriate Global Entities and any other Respondents as discovery 

may reveal to appear and show cause why they, by acting as the alter egos of public service 

corporations, should not themselves be declared to be acting as public service corporations 

pursuant to Article 15, Section 2 of the Arizona Constitution and be subjected to the 

jurisdiction and regulation of the Commission, and why an injunction or cease and desist 

order should not issue directing such entities and their officers, agents and consultants and 

- 

others within their control to cease acting as public service corporations unless and until 

they subject themselves to the jurisdiction and regulation of the Cornmission; 

B. Direct the appropriate Global Entities and any other Respondents as discovery 

may reveal to appear and show cause why they should not be ordered to cease and desist 

imposing and collecting the charges and fees assessed under the ICFAs and MOUs, which 

constitute illegal and improper utility service charges which have not been approved by the 

Commission, and why an injunction or cease and desist order should not issue directing 

such parties and their officers, agents and consultants and others within their control to 

cease contacting landowners and prospective customers, entering into negotiations and 

assessing or paying fees and charges under such agreements that are not approved by the 

Commission; 

C. Direct the Global Entities and any other Respondents as discovery may reveal, 

and their officers, agents and consultants and others within their control, to appear and show 

cause why they should not be declared to be in violation of Arizona law for their unlawful 

actions as alleged above, and permanently enjoined from illegally and improperly soliciting 

Arizona Water Company’s customers and infringing on Arizona Water Company’s CCN 

rights; 

D. Direct the Global Entities and any other Respondents as discovery may reveal, 

and their officers, agents and consultants and others within their control, to appear and show 

cause why the ICFAs should not be deemed unlawful and declared void, with all fees and 

539X7.04/0 19694 1 15 



charges collected to be refunded forthwith to the respective landowners, with interest and 

upon other appropriate terms, and that they take steps to reIease and reconvey any recorded 

interests arising out of the ICFAs so as to restore clear title to the affected properties; 

E. Pursuant to A.R.S. 8 40-246(C), set the time and place for a hearing upon this 

Formal Complaint; and - 
F. 

DATED t h i m d a y  of March; 2006. 

Providing h r  such other relief as the Commission deems just and reasonable. 

ARIZONA WATER COMPANY 

By Robert W. Geake, Esq. 
Vice President and General Counsel 
3805 N. Black Canyon Highway 
Phoenix, AZ 85015 

and 

BRYAN CAVE LLP 

Steven A. H i r sg  #006360 
Rodney W. Ott, #016686 
Two N. Central Avenue, Suite 2200 
Phoenix, AZ 85004-4406 
Attorneys for Arizona Water Company 

16 539237 0410196941 
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INFRASTRUCTURE COORDWA’MON 

NANCE AGREEMENT 

d HAM-Mesa, L.L,C,; m Arizona 

THIS INFRASTRUCTURE 

LLC, an Arizona limited liability 

of, among other things, providing services 

Internet, intranet, and telecommunications; (ii) providing 
treatment facilities, and (iii) providing financing 
and with no guarantee of customer connections. 

eloping master utility plans for services including 

Water Company, LLC (“SCW”) and Palo 
equity for its subsidiaries capital 

C. SCW and PVU are Arizona public service corporations. SCW and PVU have 
been issued certificates of convenience and necessity (“CC&N“) by the Arizona Corporation 
Commission (“ACC”) to provide water and waste water services (collectively the “Utility 
Services”), respectively in designated geographic areas within the State of Arizona. 





t 

D. Landowner is in the process of entitling certain real property, as more fully 
described on Exhibit 4 hereto (the ''W) and, in connection therewith, desires (i) to engage 
Coordinator to provide various services including but not limited to arranging and coordinating 
for the Landowner the provision of Utility Services by S C W  and PVU with respect to the Land, 
and (ii) work with SCW a d  P W  to include the Land as part of a C 
for SCW and PW, onp& terms and conditions hereinafter set forth 

S C W  and PVU have agreed to provide such sewic 

CC&N Approval within 21 days of execution of this 

The parties acknowledge that the ex E. N may not be finalized 

Department of Environmental Qu Arizona Associalion of 
Governments ("CAAG') permits an 

E The parties ackn 
wner and PVU for P W  to provide 

and utilize reclaimed water for purposes of reclaimed water and for the 
irrigation for the peak and off 

owledge that this Agreement is a financing and 
lated in this letter represent an approximation of 

areas to be served as contemplated by this agreement generate 

yment of any kind or nature in the future. 

H. The parties recognize, acknowledge and agree that this Agreement is contingent 
on a 30 acre wastewater treatment site located in the North East comer of Section 17 of 
Township 5 South, Range 3 East being held in trust within 120 days of the execution of this 
Agreement with specific instruction to deeded to P W  immediately following the CC&N 
approval for the provision of water reclamation facilities and infrastructure. 



AGREEMENT 

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

- 
1. aiiaations 6f Coordinator. Upon execution of this A 

undertake good faith efforts to facilitate, kange and /or coor 
necessary, to provide Utility Services to Landowner, including 
necessary permits and approvals fiom ACC, ADWR, 
SCW and PVU to include the Land. Coordinator shall 

ge facility within the 
Land, at locations to be designated b (the “Deliverv Point”) in 
consultation with Landowner. In ad& services to be provided by 
Coordinator, Coordinator shall und nate and provide access to 
utility agreements currently in pl e9e utility agreements may include 
the provision of natural. gas, el 
services. Coordinator will use cilitate modifications to existing utility 
agreements (including agre e providers other than with SCW and PVU) 
to include &e Land within other utility service providers. Landowner 
acknowledges and agrees that greement is intended to prohibit Coordinator, its 
successors or assigns idiaries or affiliates fiom investing in or owning 

g any one or more of the utility services contemplated 
not be obligated to enter into any agreements with 

or their respective subsidiaries or affiliates to accept any 

SCW and PVU to provide the services more hlly described on Exhibit D hereto, subject to 
obtaining the applicable regulatory approvals. Landowner or any successor to Landowner 
desiring the delivery of Utility Services to any portion of the Land must enter into separate Water 
Facilities Extension and Wastewater Facilities Extension Agreements (the “Extensioq 
Agreements”) with SCW and PVU, respectively, at the time any portion of the Land has received 
final plat approval from Pinal County and the approved plat has been recorded (“pfat 



Aimoval”). The Extension Agreements shall be in the forms attached hereto as Exhibibits E and 
F. 

3. Qbli~ations of Landowner. Landowner agrees to cooperate with Coordinator as 
d documentation reasonably requested by CGrdinator and agrees to provide all in 

about the Land reasonablyksxisary for Coodinator to comply Wi 
Agreement. In addition, Landowner agrees to grant to SCW d o r  
necessary easements and rights of way for the construction 

easements and rights of way shall be of adequate siz 
SCW and PVU ready and all weather access to dl 
other activities reasonably necessary to 
Services. In addition, as and when L 
farming activities requiring use o 
Agreement has been entered into 
and transfer to SCW any and all 

rights and /or Type 11 rights 

utilizing any portion of the 
or more Water Faciliti 
Landowner shall 

nance and repairs and 
ater and wastewater Utility 
any portion of the Land for 

re Water Facilities Extension 

Grandfathered Irrigation Rights, Type I 

rther, as and when Landowner is no Ionger 
ctivities requiring use of irrigation water and one 
has been entered into with respect to the Land, 

convey to SCW at no cost to SCW (or Coordinator) any 
discretion, deems usefbl for S C W ,  whether operationd, 

usefbl for SCW, Landowner shall cause such well sites to be 

used for entrances, entry monumentation or public roadways. Any well sites not transferred to 
SCW are to be decommissioned at the Landowner’s expense. Both parties acknowledge that 
until effluent is available for the Land, groundwater fiom wells on the Land will be utilized. The 
Coordinator will use its reasonable efforts to obtain an Interim Use Permit with ADWR on 
behalf of the Landowner or the Landowners homeowner association to allow the use of 
groundwater until effluent is available. Specific identifiable costs associated with completing the 



Interim Use Permit will be reimbursed by ’Landowner to Coordinator subject to written 
documentation of such costs. Such costs may includa engineering plans prepared by 
Landowner’s engineering firm for the benefit of ADWR subject to Landowner’s prior Written 
notice. As necessary and in SCW sole discretion, Landowner will provide for the deeding of up 

location identified on Exhibit B attached hereto. 

4. Pament Ob lipations. l and owner, or its d& 

Coordinator in consideration for its services and pe 
contained in the Agreement, the sum of $3,300.00 p 

concurrently with the execution of this 
Factor, which is defined as the C 

g unit (“W”) in the 
owner Payment not paid 

upward based on a CPI 

Agreement, such other gov 

if the Index had not been so 
was due in February 2 
was 187.3 and the 

on with which it is replaced shall be 
tially the same result as would be obtained 

revised. For example, if the Landowner Payment 
ad been paid and the most cumnt available Index 

the Plat Approve1 shall constitute one (1) EDU and @) each 
or industrial property included in the Hat Approval shdl constitute 

reasonably calculate the Landowner Payment and Landowner shall make an initial payment 
based upon Coordinator’s reasonable calculation. Following each Plat Approval, Landowner 
(and any successor or assign in title to any interest in the Property) and Coordinator shall 
reconcile the amount paid pursuant to the preceding sentence with the actual Landowner 
Payment due and Landowner, and/or any successor or assign in title to any interest in the 
Property, as applicable, shall pay to Coordinator or Coordinator shall pay to Landowner and/or 



any S U C ~ S S O ~  or assign in title to any interest in the Property, as applicable, as the case may be, 
the amount necessary to reconcile such payment. 

The following describes the timing c of payments for Zoned residential lots based on the base year 
price of $3,300 per lot. Any additional mounts due for the CPI Fa 

Ofthis amount, $25 per EDU for all property Within the 
of the Miwtructure Coordination Agreement. If an 

(“Zoned”), the Landowner may enter into thi 
fee until such time as such portion of the Land 
approves the Re-Zoning Application, then t 

Agreement 

EDU is due and any 
by the terms of this 

(1 5 )  days of when sewer 
Coordinator will notify 
certifying that sewer lin 
“Start Work Notice”). 
work is commen 

rdance with Exhibit C. The 
ivery to Landowner of a notice 

ed in accordance with Exhibit C (the 
tice” shall notify Landowner when such 

. This $500 payment shall be contingent on 
sement approval or the CAAG 208 approvd 8s 

the time the CC&N expansion has been approved 
n of a final decision and/or order from the ACC, 

er EDU is payable for all residential EDU’s indicated on 
0 is payable for remaining EDUs within the Land based on 

i 

per residential EDU is payable at find plat recordation. The 
I1 true-up any discrepancy with respect to the actual number of 

residential EDUs at final plat recordation against Zoned but not platted residential 
EDUs estimated at the time of signing this Agreement. Either the Coordinator will 
pay the Landowner or the Landowner will pay the Coordinator that difference 
contemporaneous with the final payment as triggered by the last final platted parcel(s) 
to record within the Land. In the event that some portion of the Land is sold and 
transferred to unaffiliated third party before this payment is due.then the payment 



amount will be held in an egcrow until the Coordinator satisfies its obligation under 
the tenns of this Agreement. Other than the initid $25 payment, no portion of the 
Landowner Payment shall be due for any portion of the Land that is not Zoned for 
single family residential use until such portion of the Land is subjected to a final site 

decision is left to Landowners’ sole discretion. 

phases of 700 EDUs each: 
o $25 times 2,100 EDUs or $52,500 

Coordination Agreement; 

Coordinator issues th 
0 $500 time3 2,100 E 

) or $1,942,500, plus $250 times 
remainder of the Land, or $350,000, 

t final plat recordation, or at the time 

CC whichever is the latw, 
able as and when the remaining single family lots 

ayments for commercial and industrial property based on 

ted to a final approved site plan. 

this Agreement, or upon final zoning whichever is the later. 
$3,275 per EDU is payable when the County approves the 

An example of how this would calculate for a commercial or industrial section of 
land with 30 acres in size would be as follows: 
o $25 x 30 acres x 4.8 EDU/acre or $3,600 is due upon signing of this 

Agreement; 
o $3,275 plus the CPI Factor x 30 acres 4.8 EDU/acre or $471,600 is due and 

’’Commercial or Industrial Site Pian”, 
0 



EzkumE 
-mFRASTRUCTURE COORDMATION AGREEMENT 

LINE EXTENSION AGREEMENT - PALO VERDE UTILITIES COMPANY 
- 

SEI%%R FACILITIES EXTENS 
r 

This Agreement is made this 

between PALO VERDE UTILITIES COMPANY, L.L. 

("Company"), 

and for its red estate 

(single family, development ,located in Parcel 

description for the Development is attached 

Development necessary to extend sewer utility service to and within the Development which 

facilities shall connect to the Company's system as generally shown on the map attached hereto 

as Exhibit "B." Company is willing to provide sewer utility service to the Development in 



payable when the County approves the Commercial or Industrial Site Plan. If  
the Commercial or Industrial Site Plan approval only relates to 15 of the 30 
acres, $3,275 plus the CPI Factor x 15 acres 4.8 EDU/scre or $235,800 is due 
and payable when the County approves the Commercial or Indwhial Site Plan 
for the 15 acres, The balance of the $3,275 pl I Factor due for the 

user based upon the ultimate use of the land and fixture 

Fees payable to SCW and P W ,  and reimbursement 

and shall be paid and reimbursed to th 
cct of this Agreement 

ndependent contractor pursuant to 

ted or construed (i) to create an 
hip among the parties or to impose any 

, or (ii) to prohibit or limit the ability of 
agreements with other landowners, even if the 

ed to be in competition with the activities or 

this Agreement. Nothing in this 

partnership obligation or liabi 
Coordinator to enter into sim 
activities of such landowne 

(ten (10) days or thirty (30) days, as the case may be), such default has been cured. A default by 
Landowner under this Agreement shall constitute a default by Landowner under the Extension 
Agreements and a default by Landowner under the Extension Agrment(s) shall constitute a 
default under this Agreement, 

(b) In the event Landowner is in default under this Agreement, the provisions 



L 

I 

L 

hereof may be enforced by any remedy permitted by law for specific performance, injunction, or 
other equitable remedies in addition to any other remedy available at law or in equity In this 
regard, in the event fandowner fails to pay any amount as and when due (including the 
Landowner Payment), which failure is not cured within ten (10) days after notice thereof in 
accordance with the provisi&s of Section 6(a) above, such delinquent 
at the rate of fifteen perwit (15%) per mum fiom the due date un 
extent such sums remain unpaid following such ten (10) day 
contractual lien for such sum, together with interest thereon as 
foreclosed against only that portion of the Land o 
manner prescribed by law for &e foreclosure of realty 
when portions of the Property are sold, the obligatio 
land area sold and each Iandowner shall be solely ( 
with respect to the land ar 
failure of any other owner of any portio 

on or liability for the 

(c) Subject to th sentence of the subsection 
er shall be a lien against the Land 

pon which an executed copy of this 
fice dong with a document entitled 

L 

(b) above, mounts owed but not p 
that the parties agree shdl relat 
Agreement is recorded in the 
Preliminary Notice of Cont 

i. 

then owner of the property or interest against 

against which the lien is claimed. 

of a claim of contractual lien as 
and shalt relate back 

to the date when the Preliminary Notice of Contractual Lien and executed copy of the Agreement 
were recorded, as set forth in paragraph (c) above. Coordinator shd give written notice of any 

such lien. The Notice and Claim of Contractual Lien shalt include the following: 

(i) The name of the lien claimant. 



(ii) The name of the party or then owner of the property or interest 
against which the lien is claimed. 

(iii) 

(iv) * A description oEthe defauh or breach th 
I_ 

(v) 

A description of the property against which the lien is dahed. 
* 

lien and a statement itmizing the amount 

A statement that the lien iS claim 

document number of this 

The notice shall be ackn 
shall be given to the 

(vi) 

a bond executed by a fiscally sound 
e of Arizona, or (b) an irrevocable letter of 

nd or letter of credit (i) names Coordinator as the 
Coordinator, (ii) is in the amount of one and one- 

corporate surety licensed to d 
credit from a reputable finan 
reasonably acceptable 

rmce company requested to furnish a policy of title insurance 
the lien as an exception thereto. Landowner shall post the bond or 
f Same to Coordinator. All costs and expenses to obtain the bond or 
and expenses incurred by Coordinator, shall be borne by Landowner, 

unless Landowner is the prevailing party in any litigation challenging the claimed lien. 

7. Non Issuance of CC&N Exmnsioq. In the event that Coordinator, SCW and 
P W  are unable to obtain all of the necessary approvals from the ACC and ADEQ within 

eighteen (18) months of the execution of this Agreement or if such approvals are reversed or 



I ’  1 .I 

ultimately invalidated on appeal, which would allow for the Land to be included in the CC&N 
expansions of SCW and PVU, then the Landowner or Coordinator at either party’s option may 
terminate this Agreement without recourse to either party. Should either party elect to terminate 
this Agreement under this condition, any funds (other then the intial$25 per EDU payment) paid 
by the Landowner tu the bordinator €or ~ W ~ O S ~ S  of progressin 
necessary inftastructure (hi $500 per EDUpayment described in 
rehdable at that time and would be become due and payable to 
(1 5) days of termination of this Agreement. Any fees collected 

County and waive any lien rights it may have under this 

tter of this Agreement, 
other party its costs and 

expenses (including reasonable attorne or otherwise resolving such 
dispute. Qe parties’ obligations ve the closing under this 
Agreement. ’ 

is Agreement shall be governed by and 
of Arizona, notwithstanding any Arizona or 

agree that Marimpa County, Arizona, shall be 

construed in accordance with 

of this Agreement in the Sta 
proper venue for any a ct to this Agreement. 

ge in all parts of this Agreement shall in all cases, be 
its fair meaning and not strictly for nor against any party. The 

nt are for convenience only and are not to be construed 89 a part 
each party has reviewed this Agreement and has had the 

1 review the same and that any rule of construction to the effect that 
ed against the drafting party shall not apply in the interpretation of 

this Agreement or any amendments or any exhibits thereto. Except where specifically provided 
to the contrary, when used in this Agreement, the tenn “including” shall mean without limitation 
by reason of enumeration. All pronouns and any variations thereof shall be deemed to refer to 
masculine, feminine or neuter, singular or plural, as the identity of the person(s) or entityjies) 
may require. 



11. Countermrts. This Agreement shdl be e f f d v e  upon execution by all parties 
hereto and may be executed in any number of counterparts with the same effect as if all: of the 
parties had signed the 3ame document. All counterparts shall be construed together and shall 
constitute one agreement. 

- 

contempomeow agreements, representations, and undertakings 
such subject matter. This Agreement may not be amended e 
executed by all parties hereto. 

13. Additional Instturn 
and deliver to each other such other documents and i 
or appropriate to evidence or to c q  ou 

reasonabiy necessary 

14. Severability. Ev tended to be severable. If 

invalidity shall not affect the validi 

orated in this Agreement by refaace. 

demand or communication required or pennitted 

e is directed or sent by registered or certified mail, return 

livered, given and received for all purposes as of the date so 
nally, or three business days after the time when the m e  was 
tained receptacle for the deposit of United States mail, if sent by 

, postage and charges prepaid, or if given by any other method, upon 
actual receipt; provided that notwithstanding the foregoing, notice of any change of address shall 
be effective only upon actual receipt of such notice. 

17. Binding Effect: Partiai Releases. This Agreement shall be binding upon snd inure 
to the benefit of the successors and assigns of the respective parties. This Agreement constitutes 
a covenant running with the land, shall be binding upon the Land for the benefit of Coordinator, 



.. ? 

its successors and assigns and any person acquiring any portion of the Land, upon acquisition 
thereof, shall be deemed to have assumed the obligations of Landowner arising fiom this 
Agreement with respect only to that portion of the Land acquired without the necessity for the 
execution of any separate instrument. If phases andor parcels within the Land are sold 
individually, Coordinator will ensure that at such time as the Land0 
in full for that particular phase andlor parcel, Coordinator shall 
from that particular phase and/or parcel, wjthout releasing the 
of the Land for which the Landowner Payment has not been 
Agreement to release that portion of any lien which 
hlf. 

[Signatures are on the 
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IN WITNESS WHEREOF, the parties have entered into this Agreement as of the date 
first above written. 

CO0EU)WATOR: . - 
Global W ~ t m  Resources, .- LLC 
a Delaware Limited Liability Company 

Cindy M.%iles 
Vice-President 

LANDOWNER: 



STATE OF ARIZONA 1 

County of Mdcopa 

a Notary Public in and for said state, personally 

WITNESS my hand and official seal. 

M y  Commission Expires: 

STATE OF ARIZONA 

County of Maricopa 

seal. 

1 
Notary Public in and for said State 

My Commission Expires: 



EXHBIT A 
INFRASTRUCTURE COORDINATION AGREEME NT 

LEGAL DESCRIPT ION OF LAND 
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Tbe South 

ExcEpTDW THEREFROM the following d;cacn‘bed P~tcel: 

Beginning at the West quarter c o r n  of said saction 29, &ling 
vrithalumiwmcap: 

Thcact North 87 demea 22 mfautcs 32 se~ords East, 
said Section 29, a dl9taace of 5303.36 feet to the East 

,marked by a 1 inch plastic cap; 

of Section 29, Towaship 5 South, Range 3 East of the Gila and Salt River B m  

lint of said Section 
of %aid section 29, 

being marktd by a balf hch iton 
2682.59 feet distant thetcfrom; 

being marked by a o 
sacon& WM, 2700.1 

Thence N O ~  00 degree 
a distance of 58.11 feet 

Am3 Excm, 

. : bg  said Westetly line of Sectfon 29, 

ees 57 snhutci 25 wt nde Baat, and along mid Westerly lfnt, 

05 minutes 50 seconds East, 32O.M &e%; 

7 minutes 26 w ~ ~ n d s  W W  376.50 ftct; 

Thence: North 89 & p c 9  57 minuts 16 seconde WCS:, 320.00 fett b the TRUE POINT OF 
BEGI”O. 

-2- 
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EXHIBIT "A" 

PARCEL li 

The North half of 
and Salc River Ba 
with the following dwc 

BEOWXNQ at the 
marked by a half 
mBNCB North 87 
East: -We a t Mid - Sec 
5305.36 feet  to t 
marked by a 1 inc 
~ C E  South 01 degree 
Eaeterly line of said 
point from which the 8 

3 3  secon % 8 West, 2682.59 feet d i  

THENCE Nosth 89 B 
5194.37 feee t o  a 
from which point t 
marked by a one 
57 minute# a6 sa 

T"cE North 00  degrees 57 
Weatarly line of Section 2 
OF BEGINNING. 

PARCEL 2: 

," 

a half inch iron bar, 

The Southwest Tomlahip 5 8outh Raags 3 
Past, of tbe Q s" la and Meridian, P h i l  County, 
Arizona. 
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EXHIBIT B 
STRUCTURE COORDINATION AGREEMEN" 

ADJACENT OFFSlTE INFRASTRUWRE IMPROVEMENTS 
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EXHIBI" D 
1 

DESCRIPTlON OF SCW AND P W  SERVICES TO BE COORDINATED BY Coordinator 
. h 

- 
Expand thb existing CC&N water service area to include 
Prepare a mastet water plan with respect to the Land 
Confim and or d 
Extend a water d 
Provide wilI-serve letters to applicable 
plat approvals with a schedule of commitm 
Obtain a 100-year assured water supply 
final plat approvals and Department of R 

coordination with the 
to conskuct 
Obtainlllevelop faciliti construction of inhstructure 

service area to include the Land 

er treatment, retention, and distribution plan 
for lake storage facifi ties. 

wastewater plant capacity for the Land 
in line to the Delivery Point 
orage facility within the Land 

regulatory approvaIs including but not limited to an 
Arizona Association of Governments 

uality Plan as necessary. 
letters to applicable governmental agencies necessary for find 
a schedule of commitment dates personalized for the Land 
final subdivision plat wastewater improvement plan check and 

Arizona Department of Environmental Quality for Approvals 
to Construct 
ObtahlDevelop facilities extension agreement for construction of infrastructure 
within the Land (subject to reimbursement) 

- 



EXHIBIT E 
INFRASTRUCTURE COORDINATION AGREEMENT 

LZNE EXTENSION AGREEMENT - SANTA CRUX WATER COMPANY - 

This Agreement is made this 

SANTA CRWZ WATER COMPANY, L.L.C. an 

A. Developer desires that w to and for its real estate 

development located in Parcel 

multifamily, OT commercial) lots, i 

Maricopa, Arizona (the ”Devel 

hereto as Exhibit ”A’ and in 

within Company’s Cert 

e general vicinity of the City of 

escription €or the Development is attached 

by this reference. The Development is located 

Necasi t y (“CC&N”). 

ompany the exclusive right to provide water utility service 

the terms and conditions set forth hereinafter, Developer is willing to 

construct and install faciljties within the Development necessary to extend water utility service to 

and within the Development, which facilities shdl connect to the Company’s system as generally 

shown on the map attached hereto as Exhibit “B.” Company is Willing to provide water utility 



service to the Development in accordance with relevant law, including the d e s  and regulations 

of the Commission on the condition that Developer fully and timely perform the obligations and 

satisfy the conditions and requirements set forth below. 

C O W A N T s  AND AGREEMENTS: 

NOW, T~EREFORE, in consideration of the 

agreements, and other good and valuable consideration, the receipt 

hereby acknowledged, the parties hereby agree as fol lows0 

- 

1. Construction of Fadlitiea. truct and instdl 

fittings, service lines 

c water utility service to 

y described in Exhibit “C” 

(referred to hereinafter as the 

y’s system at the point shown on the 

ched hereto as Exhibit “B,” and shall be 

nt in a manner which allows the provision of safe 

water distribution mains and pipelines, valv 

and dl other related facilities and impro 

attached hereto and incorporated 

“Facilities“). The Facilities shall 

approved plans as generally de 

designed and constructed 

and reliable water uti 

and Developer shall be liable for and pay when due all costs, 

associated with the construction and installation of the Facilities. 
W 
2. Construction Standards and Reauirements. The Facilities shall meet 

and comply with Company‘s standards and specifications, end all engineering plans and 

specifications for the Facilities shall be approved by Company and its engheen (“Cumpany’s 



* -  . *  
, 

Engineer”), prior to the commencement of construction. Company and Company’s Engineer 

shall review the plans and specifications and shall provide any requirements or comments as 

soon as practicable. Developer shall require that its contractor be bound by and conform to the 

plans and specifications for thd Facilities as finally approved by Comp construction and 

installation of the Facilkes shall be in conformance with the ap 

Arizona Dqarbnent of Environmental Quality (“ADEQ), the 

governmental authority having jurisdiction thereover. 

* 

0 
3. 

have Company’s En@ 

construction as necessary to ensure con 

before the final acceptance by 

workmanship are found to be defecti 

to this Agreement, th 

andlor workmanship and requir 

during the course of 

ifications. If at any time 

construction, materials or 

or the Facilities fail to conform 

ve or deficient construction, materials 

ay for all necessary corrective construction 

efforts (“Corrective Action”), es the right to withhold approval and to forbid 
n\ 

connection of any defe4&q%acilitie to Company’s system unless and until the 

Facilities h a V @ z . y c y k d  C ‘ Y ?  in a conlance with plans and specifications and all applicable 

Developer shall promptly undertake any corrective Action 

deficiencies in construction, rnatahls and worhanship 

The foregoing notwithstanding, Company shall not 

unreasonably withhold or delay acceptance of the Facilities. 

4, Transfer of Ownershin. Upon completion and approval of the as-built 

Facilities by Company and any other governmental authority whose approval is rquired, 



Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sale 

in a form satisfactory to Company, Thereafter, Company shall be the sole owner of the Facilities 

and be responsible for their operation, maintenance and repair. Company’s ownership and 

responsibility shall include -all distribution mains and/or related 
+ -  

Maintenance and repair of each service line, which linea are not 

Developer‘s, the Development’s or each individual 

performed by or on behalf of Developer shall be w 

s and workmanship. 

es are fiee and clear of all Developer shall also covenant, at the tim 

liens and enpmbmces, and unles 

provide evidence in the form of li 

mechanics and materialmen hav 

, .  

Immediately following 

Company with thre 

val of the Facilities, Developer shall provide 

eveloper shall also provide an accounting of the cost of 

cilities, which amount shall be refhdable in accordance with 

shall have no obligation to furnish service to the Development or 

ilities until Developer has complied With this paragraph. 

6. Easements. Developer shall be responsible for obtaining all necessary 

easements and rights-of-way for the construction and installation, and subsequent operation, 

maintenance and repair of the Facilities. Such easements and rights-of-way shalt be of adequate 
i 



size, location, and configuration so as to allow Company ready access to the Facilitits for 

maintenance and repairs and other activities necessary to provide safe and reliable water utility 

seryjce. Such easements and rights-of-way shall be provided to Company by Developer at the 

the time of transfer, allceasernents and rights&way shall be fiee of 

encumbrances or other obstacles. Company shall have no respo 

Developer‘s behalf any such easements or rights-of-way. 0 

Developer shall also reimburse Company 

and costs that are incurred by Company 

approving the plans and specificati 

inspecting the Facilities during co 

, including legal fees 

emcnt, for reviewing and 

constructed by Developer, for 

“Administrative Costs”). For s e of the signing of this Agreement, the 

Developer will pay an advanc of Seven Thousand Five Hundred Dollars 

(S7,500). Developer advances to Company, as may be requested by 

to reimburse Company for any additional Administrative 

aid to Company pursuant to this provision shall constitute Costs it incurs. 

, Company shall r e h d  annually to Developer an 

amount equal to seven percent (7%) of the gross annual revenues received by Company from the 

provision of water utility service to each born fide customer within the Development. Such 

refunds shall be paid by Company on or before the first day of August, commencing in the fourth 



calendar year following the calendar year in which title to the Facilities is transfmed to and 

accepted by Company and continuing thereafter in each succeeding calendar year for a total of 

twenty-two (22) years. No interest shall accrue or be payable on the mounts to be refunded 

provision, the total amount of Developer's advances shad& 

provided herein, and 

above. 

condition that Developer 

vide water utility service 

with Company's tariffs and schedule of 

of the Commission and other regulatory 

have no obligation to accept and operate 

ent provided in this Agreement, fails 

pany's standards and specifications 

f ADEQ, the Commission or any 

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the 

t e r n  and conditions of this Agreement. Developer acknowledges and understands that 

Company will not establish service to any customer within the Development until such time as 

fully perform its obligations un 



Company has accepted the transfa of the Facilities, and all amounts that Developer is required to 

pay Company h m d e r  have in fact been paid. The foregoing notwithstanding, the Company 

shall not terminate service to any customer within the Development to whom service has been 

properly established as *a 

Developer hereunder. 
1_ 

10. LisbiliW for Income Taxeg. In the event it 

portion of Developer’s advances in aid of construction h 

Company as of the date of this Agreement or at th 

advances hereunder, Developer will advance funds 

resulting from Developer’s advance her 

twenty (20) days following notificati 

such advances constitute taxable in 

by a governmental authori 

promulgated by the Internal Re 

to the income taxes 

paid to Company within 

relating to this matter. Such n h k d j  include documentation reasonably necessary to 
n\ 

substantiate the 

aid of co 

from the Developer’s advances in 

In the event that additional funds are paid by 

also constitute advances in aid of construction. 

harmless for, from and against any tax 

and other costs and expenses 

Developer under 

incurred by Company as a consequence of late payment by Developer of amounts described 

above. 

11. Notice. AI2 notices and other written communications required hereunder 



t 

shall be sent to the parties as follows: 

COMPANY: 

Santa Cruz Water Company, L.L.C. 
Attn: Cindy Ma L i b ,  Vice President 
22601 N. I9*Avenue 
Suite 210- 
Phoenix, Arizona 85027 

DEVELOPER 

Each party shatl manner in which 

notice is to be provided hereunder. 
12. Govern and all rights and obligations 

hereunder, shall be of the Commission 

relating to domestic water utiliti shall be governed by and construed in 

accordance with the that 

Company’s rates and char d conditions applicable to its provision of utility 

service, 

hereunder. 

Qi fs of the Essence. Time is and shall be of the essence of this 

14. Indemnification: ]Risk of Loss. Developer shall indemnify and hold 

Company harmless for, from and against any and all claims, demands and other liabilities and 

expenses (including attorneys’ fees and other costs of litigation) arising out of or otherwise 

Agreement. 



. I  .. 

relating to Developer's failure to comply with any of the terms and conditions contained herein,, 

including (without limitation) Company's refusal to serve any unit within the Development based 

on Developer's failure to pay all amounts required hereunder in a timely manner. Developer's 

duty to indemnify Company ihall extend to all construction activities 

its contractors, subcontractors, agents, and em&oyees hereunder. 
r 

IS. Successors and Assinns, This Agreement 

the parties provided that the assignee agrees in Writing t& 

the assignor's duties and obligations hereunder. This 

f the SUCC~SSO~S and 

assigns of the parties. 

faith efforts to redve,  through ne 

mediation, arbitration or litigatio 

hereunder without resorting to 

This Agrement supersedes all pior 

standings concerning its subject matter, whether agreements, contracts, r 

written or o d .  

. The prevailing party in any litigation or other 

Agreement, or the enforcement thereof, shdI be entitled 

nable attorneys' fees. 

. Company represents and warrants to Developer 

that Company has the right, power and authority to enter into and hlly perform this Agreement. 

Developer represents and warrants to Company that Developer has the right, power and authority 

to enter into and hlly perform this Agreement. 



t 

DEVELOPER: 

BY 
Its 

I 
1 
j 

COMPANY: 

SANTA CRUZ WATER COMPANY, L.L.C. 
an Arizona limited liability company 

I 

Cindy L i l a  
BY 

Its: Vice Presid 



__ _ _ _  - __ 

.. *, 

EXHIBIT "A" 

Legal Descriptfon 



I 
I EXBIBIT "B" 

Point@) of Connection 



EXHIBIT “C“ 

Water Facilities Budget 
(Required to be completed by Developer prior to execution of agreement) 

- - I tern QTY UNIT UN TOTAL $ 

8“ C-900, Class 150 Watr Main LF 
8” Valve Box & Cover EA 
Fire Hydrant, Complete EA 

3 / 4” Double Water Service 
3 / 4” Single Water Service 
1 )/1’ Landscape service 
2” Landscape service 
1” Landscape scrvia 
Subtotal 
Sales Tax 
Total 



the 

and 
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COVENANTS AND AGREEMENTS: 

NOW, THEREFORE, in consideration of the following covenants and 

agreements, and other good and valuable consideration, the receipt and sufficiency of which are 

hereby acknowledged, theparties hereby agree as follows: 
- 

20, Construction of FacUiies. Developer agrees to 

sewage collection mains, manholes, pumping stations an&o 

improvements necessary to provide sewer utility s e r v i h  

Development as more particularly described in Exhibi 

herein by this reference (referred to hereinafter as the / 6 ~ e s w ) $ $ & 6 a d i t i e  shall connect 

to the Company’s system at generally depicted on the 

map attached hereto as Exhibit constructed within the 

Development in a manner which sewer utility service to 

each lot therein, Subject to (including, without 

limitation, Company’s rights 

Developer shall be responsible activities associated with the Facilities, and 
A 

due all costs, expenses, claims and liabilities 

of the Facilities. 

and Reaulrements. The Facilities shall meet 

associated 

specifications, and all engineering plans and 

specification ilities shall be approved by Company and its engineers C‘Company’s 

Engineer”) prior to the commencement of construction. Company and Company’s Enginew 

shall review the plans and specifications and shall provide any requirements or comments as 

soon as practicable. Developer shall require that its contractor be bound by and conform to the 



* 

plans and specifications for the Facilities as finally approved by Company. The construction and 

installation of the Facilities shall be in conformance with the applicable regdations of the 

Arizona Department of Environmental Quality (“ADEQ’), the Commission, and any other 

governmen tal authority having jurisdiction thereover. . 
22. Riht of Insmction: Corrective A C ~ ~ O R .  Corn 

have Company’s Engineer inspect and test the Facilities at reaso 

construction as necessary to ensure conformance with p& 

before the final acceptance by Company of the Fa 

ilities fait to conform 

ent construction, materials to this Agreement, then Company may t 

andor workqanship and require De 

efforts (“Corrective Action”). C 

connection of any defective poiti 

Facilities have been construc 

regulatory requirements, 

required to remedy 

witbhold approval and to forbid 

ompany’s system unless and until the 

plans and specifications and all applicable 

qtance of the Facilities. 

, Upon completion and approval of the as-built 

Developer shall transfer all right, title and interest in the Facilities to Company via a bill of sde 

in a fom satisfactory to Company. Company, in its sole discretion, may require Developer to 

conduct a video inspection of any of the Facilities prior to final approval and acceptance to 



ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of 

the Facilities and be responsible for their operation, maintenance and repair. Company's 

ownership and responsibility shall include all pumping stations, manholes, collection and 

transmission mains and/or related appurtenances within the Devel 

connection of the s 

Maintenance and repair of each sewer service line, which lines are 

be Developer's, the Development's or each individual 

p&ormed by or on behalf of Developer shall be 

date of transfer of the FaciIitics to Company agains 

Developer shdl a h  covenant, at the tim 

liens and encumbrances, and d e s  

provide evidence in the form of li 

mechanics and materi 

, - -  
,. 

Is and workmanship. 

es are free and clear of all 

of contractors, subcontractors, 

24. 

Immediately following cornpi kwh of the Facilities, Developer shall provide 
n 

ensure that no breaks or similar defects exist. Thereafter, Company shall be the sole owner of 

the Facilities and be responsible for their operation, maintenance and repair. Company's 

ownership and responsibility shall include all pumping stations, manholes, collection and 

transmission mains and/or related appurtenances within the Devel 

connection of the s 

Maintenance and repair of each sewer service line, which lines are 

be Developer's, the Development's or each individual 

p&ormed by or on behalf of Developer shall be 

date of transfer of the FaciIitics to Company agains 

Developer shdl a h  covenant, at the tim 

liens and encumbrances, and d e s  

provide evidence in the form of li 

mechanics and materi 

, - -  
,. 

Is and workmanship. 

es are free and clear of all 

of contractors, subcontractors, 

24. 

gs and specifications for the Facilities aMf a 

shall also provide an accounting of the cost of 

dlities, which amount shall be rehdable in accordance with 

all have no obligation to furnish service to the Development or 

ies until Developer has complied with this paragraph. 

25. Easements. Developer shall be responsible for obtaining all necessary 

easements and rights-of-way for the construction and installation, and subsequent operation, 

maintenance and repair of the Facilities. Such easements and rights-of-way shall be of adequate 



.. .. * b  

I 

- -  

size, location, and configuration so aa to allow Company ready access to the Facilities for 

maintenance and repairs and other activities necessary to provide safe and reliable sewer utility 

service. Evidence of such easements and rights-of-way shall be provided to Company by 

Developer at the m e  <me as Developer transfers ownershi 

paragraph 4, above. Ai the time of transfer,-aIl easements and 

physical encroachments, encumbrances or other obstacles. Comp 

to obtain or secure on Developer’s behalf any such easem&or ri 

- 

26. Reimbursement for En- 
/ - / \ \  

Developer shall also reimburse Company for the m s t ( g e @ u ,  including legal fees 

and costs that are incurred by Company 

approving the plans and 

inspecting the Facilities during co 

Company, for obtaining the 

ement, for reviewing and 

by Developer, for 

undertaken by 

“Administrative 

Developer will pay an of Seven Thousand Five Hundred Dollars 
n 

($7,500). Develop al advances to Company, as may be requested by 

to reimburse Company for any additional Administrative 

aid to Company pursuant to this provision shall constitute Costs it incurs. 

on and be subject to rehnd pursuant to paragraph 8, below. 

. Company shall rehnd annually to De~doper  an 

amount equal to two and one-half percent (2.5%) of the gross annual revenues received by 

Company from the provision of sewer utility service to each bona fide customer within the 

Development. Such refunds shall be paid by Company on or before the first day of August, 



I * L  

Y 

, 

I commencing in the fourth calendar year following the calendar year in which title to the 

I Facilities is transferred to and accepted by Company and continuing thxafter in each 

succeeding calendar year for a total of twenty-two (22) years. No interest shall accrue or be 

payable on the amounts tp be refunded hereunder, and any unpaid bal 

of such twenty-two year period shalt be non-&undable. In no ev 

refunds paid by Company hereunder exceed the totaf amount of d1 

hereunder, For the purposes of this provision, the total 

- 
c 

action as defined in paragraph 3 above, the costs 

warranty period, as provided herein, and 

construction of the Facilities, abov 

Administrative Costs pursuant to par 

e overtime incurred m the 

Developer to Company for 

ubject to the condition that Developer 

ompany shall provide sewer utility service 

rdance with Company's tariffs and schedule of 

fully perform its obligations LXI 

to alI customers within 

rates and charges for 

Company shall have no obligation to accept and operate 

ex fails to make any payment provided in this Agreement, fails 

applicable rules and regulations of ADEQ, the Commission or any 

other governmental authority having jurisdiction thereover, or otherwise fails to comply with the 

tern and conditions of this Agreement. Developer acknowledges and understands that 

Company will not establish service to any customer within the Development until such time as 



.! - ‘ D  

Company h a  accepted the transfer of the Facilities, and all amounts that Developer is required to 

pay Company hereunder have in fact been paid. The foregoing notwithstanding, the Company 

shall not terminate service to any customer within the Development to whom service has been 

properly established 85-8  - Consequence of any subsequent breac 

DeveIoper hereunder. 

29. Lisbilitv for Income Taxe3. la the event i 

portion of Developer’s advances in aid of construction h 

Company as of the date of this Agreement or at the 

advances hereunder, Developer will advance h d s  

resulting fiom Developer’s advance here 

twenty (20) d a p  following notificati 

such advances constitute taxabIe inc 

by a governmental authority, 

promulgated by the Internal Re 

relating to this matter. 

substantiate the Corn 

to the income taxes 

paid to Company within 

tion has been made that any 

any determination or notification 

emal Revenue Code, any regulation 

include documentation reasonably necessary to 

ent. In the event that additional finds are paid by 

uch h d s  shall also constitute advances in aid of construction. 

indemnify and hold Company harmless for, from and against any tax 

enalties assessed against Company and other costs and expenses 

incurred by Company as a consequence of late payment by Developer of amounts described 

above. 

* 30. Notice. All notices and other written communications required hereunder 



shall be sent to the parties as follows: 

COMPANY: 

Palo Verde Utilities Company, L.L.C. 
Am: Cindy M. Liles, Vice President 
22601 N. 19* Avenue 
Suite 210.” - 
Phoenix, Arizona 85027 

DEVELOPER: 

Each party shall advise the o y change in the manner in which 

notice is to be provided hereunder. 
ent, and all rigfits and obligations 

rules and regulations of the Commission 

rally shall be governed by and construed in 

and acknowledges that 

its provision of utility 

time-to-time by order of the Commission. Company shall 

hereunder, shall be subject to 

relating to domestic sewer u 

ies of such orders that may affect Developer‘s rights and obligations 

I 

32. Time is of the Essence. Time is and shall be of the essence of this 

Agreement. 

33. Indemnification: Risk of Loss. Developer shall indemnify and hold 

Company harmless for, fkom and against any and all claims, demands and other liabilities and 
i 



p. 

.e a,-. 

- .  

expenses (inchding attorneys' fees and other costs of litigation) arising out of or otherwise 

relating to Developer's failure to comply with any of the terms and conditions contained herein, 

including (without limitation) Company's refusal to serve any unit within the Development based 

OB Developer's fdure to pay all amounts 

duty to indemnify Company shall extend to aIl cons 

its contractors, subcontractors, agents, and employees hereunder. 

c 

34. Successors a n a s s  

,tfie parth provided that the assignee agrees in writing t 

the assignor's duties and obligations hereunder. This(&&&x@u terns and conditions 

contained herein shall be binding upon efit of the successors and 

that each will use good 

Utes arising hereunder without resorting to 

supersedes all prior 

matter, whether 

or other 

38. Authoritv to Perform. Company represents and warrants to Developer 

that Company has the rigfit, power and authority to enter into and fully perform this Agreement. 

Developer represents and warrants to Company that Developer has the right, power and authority 



,i *d J J 

to enter into and fully perform this Agreement. 



A 

1 

COMPANY: 

PAL0 VERDE UTILITIES COMPANY, L.L.C., 
an Arizona limited liability company 





I- 

Wastewater Facilities Budget 
(Required to be completed by Developer prior to execution of agreement 

c 

- QTY UNIT ww TOTAL $ 

LF 
LF 
EA 
EA 

Item 
8” SDR 35 Sewer Main 
10” SDR 35 Sewer Main 
4’ Manhole 
Sewer Cleanout 
4” Sewer Service 

Subtotal 
I Sales Tax 
Total 

- 
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Amona Corporation Commission 
BEFORE THE DR4T1ON COMMISSION 

SEP 17 7999 
CARL J. KUNASEK 

CHAIRMAN 
JM IRVM 

COMMISSIONER 
WILLIAM A. W E L L  

C OMMI S S IONEB 
r 

IN THE MATTER OF THE APPLICATION OF 
PAL0 VERDE UTILITIES COMPANY FOR A 
CERTIFICATE OF CONVENIENCE AND 
NECESSITY AND FOR APPROVAL TO ISSTJE 
COMMON STOCK. 

IN THE MATTER OF THE APPLICATION OF 
SANTA CRUZ WATER COMPANY FOR A 
CERTIFICATE OF CONVENIENCE AND 
NECESSITY AND FOR APPROVAL TO ISSUE 
COMMON STOCK. 

DATE OF HEARING: April 28,1999 

DOCKET NO. SW-03575A-98-0327 
1 

DOCKET NO. W-03576A-98-0328 

DECISION NO. 6 1 L7/ 3 
OPINION AND ORDER 

PLACE OF HEARING: Phoenix, Arizona 

PRESIDING OFFICER: MarcE. Stem 

APPEARANCES: FENNEMORE CRAIG, by Mr. Jay L. Shapiro, on behalf o 
Applicants, Palo Verde Utilities Company and Santa Cruz 
Water Company; and 

Mr. Peter A. Breen, Staff Attorney, Legal Division, on behalf of 
the Utilities Division of the Arizona Corporation Commission. 

IBY THE COMMISSION: 

On June 22, 1998, Palo Verde Utilities Company (“PVU”) and Santa Cruz Water Company 

(“SCW”)’ each filed with the Arizona Corporation Commission (“Commission”) an application for a 

Certificate ,-J Convenience and Necessity (“Certificate”) to provide public wastewater treatment and 

water service, respectively, and for approval to issue common stock. 

On February 26, 1999, the Commission’s Utilities Division (‘*Staff) filed a Motion to 

Consolidate (“Motion”) the above-captioned matters for purposes of hearing. 

On March 4, 1999, by Procedural Order, P W ’ s  and SCW’s applications were consolidated 

for purposes of hearing. Further, Applicants were ordered to provide notice of the applications and 

I Hereinafter, P W and SCW referred to as Applicants. 

1 

Exhibit 2 
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DOCKET NO. SW-03575A-98-0327 ET AL. 

iearing thereon. 

On April 7, 1999, Staff filed its Staff Report recommending approval of the applications L 

he Certificates herein after a hearing.2 

On April 28, 1.999;a full public hearing took place before a duly authorized Hearing Officer 

I f  the Commission ai its hfices in Phoenix, Arizona. Applicants and Staff appeared with counsel. 

i t  the conclusion of the proceeding, the matters were taken under advisement pending submission of 

1 Recommended Opinion and Order to the Commission. 
* * * * * * 

Having considered the entire record herein and 

:ommission finds, concludes, and orders that: 

* * * * 

being fully advised in the premises, the 

FINDINGS OF F.,CT 

I. On January 22, 1998, P W  and SCW filed applications for Certificates authorizing 

hem to construct, operate, and maintain facilities to provide wastewater treatment and water service 

D the public in an area of approximately 1,640 acres in an unincorporated area of Pinal Cou 

4rizona which is more fully described in Exhibit A, attached hereto and incorporated by reference.’ 

2.  P W  and SCW are Arizona corporations that were incorporated by Mr. Michael 

Reinbold who is a principal in Pecan Valley Investments L.L.C. (“Pecan”), a limited liability 

:ompany, that will be the sole owner of the stock of the two Applicants. 

3. Mr. Reinbold is also a principal in another corporation, RHS Properties, Inc., which 

together with El Dorado Holdings, Inc. is involved in ajoint venture to develop the area described in 

Exhibit A as a master planned 6,000 unit subdivision known as Rancho El Dorado (“Rancho”). 

4. Rancho’s developers are also planning to develop a commercial village center and an 

18-holechampionship golfcourse with a 25 acre lake. Several schools will also be built in the area 

sought to be certificated. 

5. Applicants are projecting customer growth of 242 customers in their first year of 

7 Although Staff inadvertently neglected to include in its recommendations in the Sa€€ Report 

?he area described in Exhibit .4 is located near the community of Bfaricopa and is located minutes Bom 
approvalFf the financing applications, Staff recommended their approval at the hearing. 

Interstate IO and Chandler, Arizona. 

2 DECISIONNO. [9/fq 3 
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DOCKET NO. SW-03575A-98-0327 ET AL. 

)perations and adding 242 customers per year thereafter. 

ipproximately 1,210 residential customers by the fifth year of operations. 

Applicants Project there Will be 

6. There are no other public or municipal wastewater treatment or water utilities in or 

iear the area sought to be certificated herein that can provide the required services to the area 

Iescribed in ExhibitA. - 
7. Rancho’s developers have secured the necessary zoning permits for construction in the 

trea described in Exhibit A. 

8. PVU and SCW have obtained their required ftanchises from the Pinal County Board 

I f  Supervisors which will permit them to construct their faciIities within the public rights-of-way. 

9. The ,:reposed certificated area is located within the Pinal County Active Management 

be& Mr. Reinbold testified that there are approximately five wells located within the area described 

n Exhibit A and that hydrology studies have revealed that SCW will have adequate water to supply 

ts customers. 

10. Although Applicants have no direct experience owning and operating public water and 

Nastewater facilities, Mr. ReinboId has previousIy been involved in the development of their 

infrastructure and has been engaged in discussions with Aqua Source, a Califomia-based company, 

with experience in the operation of public utilities, to provide for their day to day management. 

11. Although Rancho’s development will take place in five phases, Mr. Reinbold 

envisions a million gallon reservoir being constructed for each of the first two phases of development 

for the water utility and 300,000 gallons per day of sewage treatment capacity for the first phase and 

450,oOO gallons per day of added sewage treatment capacity by the end of the second phase of 

development. 

12. As the joint venture partners develop Rancho, large parcels of land will be sold off to 

between five and seven maior home building companies that will acmally build the homes within the 

levelopment . 
13. PVU and SCW have secured the services of a certified operator approved by the 

4rizona Department of Environmental Quality (“ADEQ’) who will be responsible for operating both 

he  wastewater treatment and water facilities. 

DECISION NO. D/y’?3 3 
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14. Neither P W  nor SCW have secured a Certificate of Approval to Construct (“CAr 

iom ADEQ for either system. SCW has not secured a Certificate of Assured Water Supply 

“CAWS”) issued by the Arizona Department of Water Resources (“ADWR”) to any home builders 

lr developers that are.ready to proceed with construction. - 
7 5. &le the construction plans -and cost figures for both the wastewater treatment system 

nd the water utility appear to be reasonable and appropriate, there is no evidence with respect to 

vhether the proposed plant in service will be “used and useful” and such determination will have to 

le made during a future rate proceeding. 

16. The initial rates and charges for SCW’s and PW’s  water and wastewater treatment 

ervices, respectively, as recommended by Staff and as proposed by 4pplicants are as follows: 

WATER RATES 

MONTHLY USAGE CHARGE: 

518” x 3/6’ Meter 
%” Meter 
1” Meter 

I Vi’’ Meter 
2” Meter 
3” Meter 
4” Meter 
6”Meter 

Gallons included in minimum 

Gallonage Charge per 1,000 Gallons 

Construction and standpipe charge 

.. 

. - .  

4 

Proposed Rates 
5x34 Staff 

$25.00 
25.00 
62.50 

125.00 
200.00 
400.00 
625.00 

1,250.00 

1,000 

$2.60 

$3.60 

$1 6.5, 
24.75 
41.25 
82.50 

132.00 
247.50 
412.50 
825.00 

0 

$2.80 

$2.80 
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PAYMENT IN LIEU OF REVENUE CHARGE TO BUILDERS AND DEVELOPERS:4 

5/8” x W7 Meter 
W’ Meter 
1 --Meter 

1 %”Meter - 
2” Meter - 
3”Meter 
4” Meter 
6” Meter 

$1,694.00 
1,694.00 
4,235.00 
8,471 .OO 

13,5 53.00 
27,106.00 
42,353.00 
84,705.00 

3 
(Refundable pursuant to A.A.C. R14-2-405) 

518” x W’ Meter 
%” Meter 
I ” Meter 

1 %‘Meter 
2” Meter Turbo 
2” Meter Compound 
3” Meter Turbo 
3” Meter Compound 
4” Meter Turbo 
4” Meter Compound 
6” Meter Turbo 
6’ Meter Compound 

SERVICE CHARGE: 

Establishment 
Establishment (After Hours) 
Reestablishment (Within I2 Months) 
Reconnect ion (Delinquent) 
Meter Move at Customer Request 
After Hours ServiceCharge, per Hour 
DLposit 
Meter Re-Read (If Correct) 
NSF Check 
Late Payment Charge (Per month) 
Deferred Payment (Per month) 

$400.00 
440.00 
500.00 
715.00 

1,170.00 
1,700.00 
1,585.00 
2,190.00 
2,540.00 
3,2 15.00 
4,815.00 
6,270.00 

$25.00 
50.09 

$30@ 

$5QQQ 

$15.00 
10.00 

1.50% 
1 S O %  

$0 
0 
0 
0 
0 
0 
0 
0 

$370.00 
415.00 
480.00 
700.00 

N/A 
$1,760.00 

N/A 
$2,300.00 

NIA 
$3,3 25 .OO 

NIA 
$6,43 0.00 

$25.00 
45.04 

$25.QQ 

Y 4  
$1 5.00 

15.00 

1.50% 
1.50% 

* 
Number of months off system times the monthly minimum per A.A.C. R 14-2-403(D). 

4 The record established that Applicants are proposing b 2rifT for the irnposirioi, J f  a Payment in Lieu Of 
kvenue (“Pilor”) Charge onbuilders and developers as their lots are sold to buyers in order to pay operating expenses to 
:eep the customers’ wastewatertreatment and water rates lower than should be charged. Additionally, funds from these 
:harges wil1 be added to subsequent equity investments to pay for the remaining four phases of construction. 
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** 
*** Cost which includes parts, labor, overhead and all applicable taxes. 

Per A.A.C. R14-2-403tB). ’ 

WASTEWATERTREATMENT RATES 

- 
MONTHLY USAGE CHARGE: 

5/8” x %,’ Meter 
?4” Meter 
1 ” Meter 

1 %” Meter 
2” Meter 
3” Meter 
4” Meter 
6’ Meter 

Proposed Rates 
w - Staff 

$33.00 
33.00 
82.50 

165.00 
264.00 
528.00 
825.00 

1,650.00 

$39.00 
58.50 
97.50 

195.00 
3 12.00 
585.00 
975.00 

1,950.00 

EFFLUENT CHARGE: 

Per Acre Foot $100.00 NLA 

PAYME NT IN LIEU OF REVENUE CHARGE TO BUILDERS AN D DEVELOPERS: 

518” x Yi’ Meter 
?C Meter 

1 ” Meter 
1 %,’ Meter 

2” Meter 
3” Meter 
4” Meter 
6” Meter 

SERVICE CHARGE: 

Establishment 
Reestablishment (Within 12 Months) 
Reconnection (Delinquent) 
After Hours Service Charge, (Per Hour) 
Deposit 
NSF Check 
Late Payment Charge (Per month) 
Deferred Payment (Per month) 

$2,509.00 
2,509.00 
6,272.00 

12,544.00 
20,070.00 
40,139.00 
62,718.00 

125,435 .OO 

$25.0Q 

$30.00 
504Q 

$10.00 
1 .so% 
1 .SO% 

$25.09 

$30.00 
50432 

$10.00 
1.50% 
1.50% 

* 
** Number of months off system times the monthIy minimum per A.A.C. R14-2-603(r‘ 

Per A.A.C. R14-2-603(B). 

The record established that Applicants are proposing that the funds collected from the 17. 

I 
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’ilor charges be treated for accounting purposes as revenues, and permit Applicants to, in effect, 

mild their future rate base indirectly with monies paid by the customers of the builders and 

levelopers instead of with investor funds or by means of refundable advances pursuant to the terms 

Ifmain extension agrFemetlts with the builders and developers. 

18. PW’s and SCW’s Pilor charges were initially to be paid to Applicants upon the sale 

)f each improved parcel or so called “super pad” to the major builders and developers. However, 

luring the proceeding, Applicants indicated that it would be acceptable to them if these fees are paid 

)n a per lot basis as each lot is resold by the builders to the future customers of P W and SCW. 

19. In this ease, Staff recommends that the Commission not approve the use of the 

roposed Pilor charges primarily because Applicants’ utility plants would be constructed largely with 

he contributed funds of the builders and developers and not by investor hnds, debt or refundable 

nain extension agreements as is normally the case. 

20. Staff further recommends that the proposed Pilor fees should be rejected by the 

Zommission because they would be inequitable to PW’s and SCW’s customers because the funds 

would be collected by the homebuilders from the lot buyers and paid to Applicants to fund plant 

:onstruction and pay operating expenses. Subsequently, as utility plant is constructed with customer 

k d s ,  in future rate cases the customers will be required to pay in rates a return on utility plant that 

heir own funds have already paid for. 

21. Staff did not dispute that without the Pilor charges proposed by Applicants that PVU 

md SCW could possibly suffer a loss of approximately 1.4 million dollars after five years of 

)perations based on Staffs proposed rates and Applicants’ projections, 

22. P W  and S C W  have five possib!c solutions to offset hypothetical losses as follows: 

hst ,  P W  and SCW can be subsidized; second, Applicants may issue debt; third, Applicants may 

ipply for rate relief in order to provide more revenues to offset projected expenses; fourth, P W  and 

SCW could utilize Commission approved refundable main extension agreements; and fifth, 

2pplicants may use a mixture of all of the preceding solutions, but Applicants did not give any 

ndication that they are willing to do so. 

23. Staff is also recommending that PVU and SCW include in their tariffs provisions for 

7 DECISION NO. $;/ f?2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

I 27 

38 

DOCKET NO. S W-03575A-98-0327 ET AL. 

k collection of any privilege, sales, or use tax with respect to their operations ofthe sewer and w 

,tiIity systems, in accordance with A.A.C. R14-2-409(D)(5) and A.A.C. RI4-2-608(D)(~,, 

espectively. 

24. PW’s and SCW’s financing applications seek the Commission’s authorization for 

inancing approval for tlie issuance of $2,896,301 in equity for P W  and $3,657,676 in equity for 

KW. The proceeds of these stock issuances will be used to fund the construction of the first phase 

If the wastewater and water plants and to establish working capital. 

25. It was then planned that monies fiom the Pilor fees along with additional equity 

nvestments by Applicants’ owner would then be used to help fimd plant construction during the four 

emainingphases planned for the development of Rancho. 

26. According to Mr. Reinbold, if the Commission approves P W ’ s  and SCW’s proposed 

ates and charges along with the proposed Pilor charges for the utilities, Applicants would be willing 

3 post appropriate performance bonds reflective of their expenses. 

27. Staff recommends that the Commission authorize P W  to issue up to $2,896,30 

:quity and that SCW be authorized to issue up to $3,657,676 in equity as requested in their 

ipplications for financing approval. 

28. Although Staffs revenue projections are inconsistent utilizing Staffs rates, Staff 

,elieves that Applicants will see a positive cash flow possibly by the their third year of operations. 

lowever, Staff believes that Rancho’s developers have the necessary funds to invest in Applicants 

ihould the need for subsidization arise. 

29. Staffhas recornmendcd the c ~ - ~ i + h a l  approval of PW’s  and SCW’s applications for 

Zertificates as follows: 

e adopt Staffs recommended rates and charges and order that PVU and SCW 
file tariffs consistent with same without any Pilor charges; 

order that SCW file, within 365 days of the effective date of this Decision. a 
copy of the developer’s CAWS issued by ADWR for the first phase of 
development; 

order that P W  and SCW file, within 365 days of the effective date of 
Decision, copies of their CACs for their wastewater treatment and w 
facilities issued by ADEQ for the first phase of development; 

e 
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order that P W  and SCW be autho+zI to issue up to $2,896,301 and 
$3,657,676, respectively, in equity in order to fimd the first phase of 
development of Rancho; 

order that the conditional certificates approved for P W  and SCW, 
respectively, be null and void if Applicants fail to meet the filing requirements 
for the requisite CAWS and CACs within 365 days of the effective date of this 
Decision; 

e orier that the Pilor tariffs filed by P W  and SCW be denied; 

order that P W and SCW maintain their books and records in accordance with 
the NARUC Uniform System of Accounts; 

order that P W  and SCW notify the Director of the Commission’s Utilities 
Division within 30 days from the date that they first provide service to any 
customer; and 

order that P W  and SCW file for rate review within 36 months from the date 
that they provide service to their first customers. 

30. In large part under the circumstmces herein, we believe that Staffs recommendations 

with respect to the applications for Certificates and financing approvals for Applicants should be 

ipproved. However, because of the disparities in the evidence with respect to projected revenues and 

:xpenses and because we find that the Pilor tariffs should not be approved due to their inherent 

nequities to PW’s and SCW’s customers, we shall authorize those rates and charges proposed by 

ipplicants together with authorization that P W and SCW may issue up to an additional %1,214,200 

md $847,000 in equity, respectively, to offset possible shortfalls in their revenue projections needed 

o fund plant constructions costs’ if Applicants do not enter into any main extension agreements with 

milders and developers or use other more conventional means of financing, such as debt. 

3 1. Additionally, we believe that since the record reveals these are “start up” utilities and 

hat sinc- --:?her the Applicants nor Mr. Reinbold have any prior experience in successfully 

lperating a public utility, performance bonds in the amount of $1 18,000 for PVU and $82,000 for 

3CW should ensure that Applicants will be able to continue operations for a reasonable period 

Nithout additional financial support, if necessary.’ 

5 These additional equity investments represent up to 2 years in projected Pilor fees for P W  and SCW, 

These sums represent approximately 1/3 of Applicants’ projected second year operating expenses for 
espectively. 

he respective utilities less depreciation expense. 
6 
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32. Lastly, because we are concerned with projected operational funding dispan'' 

jescribed by Applicants even with the utilization of their proposed rates and charges, we shall oraLl 

:hat Applicants file for rate review not later than 24 months after they first provide service to any 

xstomer. . 
* 

CONCLUSIONS OF LAW 

1. Upon beginning operations, P W  and SCW will be public service corporations within 

he meaning of Article XV of the Arizona Constitution and A.RS. §§ 40-281, 40-282,40-301 and 

10-302. 

2. The Commission has jurisdiction over P W and SCW and the subject matter of the 

3pplications. 

3. 

4. 

Notice of the applications and hearing thereon was given in accordance with the law. 

Applicants are fit and proper entities to receive Certificates authorizing them to 

:onstruct, operate, and maintain facilities to furnish wastewater treatment and water service to the 

pblic in the area described in Exhibit A. 

5. The public convenience and necessity require the issuance of Certificates to 

4pplicants authorizing them to provide wastewater treatment and water service to the public in the 

zrea sought to be certificated herein. 

6. Staffs recommendations, as set forth in Finding of Fact No. 29 should be adopted 

except as modified hereinafter. 

7. 

8. 

9. 

The rates and charges authorized hereinafter arejust and reasonable. 

Applicants' proposed Pilor tariffs should be denied. 

P W  and SCW should file for rate review within 24 months from the date they first 

provide wastewater treatment and water service to their first customer. 

10. PVU's and SCW's applications for financing approval should be approved as ordered 

below. 

11. The financings approved herein are for lawful purposes within Applicants' corporate 

powers, are compatible with the public interest, with sound financial practices, and with the prr 

performance by P W  and SCW of service as public service corporations, and will not impair P W ' s  
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md SCW’s ability to perform that service. 

12. The financings approved herein are for the construction of the wastewater treatment 

md water utility systems and are reasonably necessary for those purposes and such purposes are not, 

wholly or inpart, reasonably chargeable to operating expenses or to income. 
r 

13. PerformanEe bonds in the amounts of $118,000 for P W  and $82,000 for SCW, are 

-easonably necessary to protect the interest of PW’s  and SCW’s prospective customers. 

ORDER 

IT IS THEREFORE ORDERED that the applications of Palo Verde Utilities Company and 

3anta Cruz Water Company for Certificates of Convenience and Necessity authorizing them to 

:onstruct, rnaintair; -.nd operate facilities in order to provide wastewater treatment and water service, 

-espectively, to the public in the area more fully described in Exhibit A be, and are hereby, granted; 

xovided that, within orie year of the effective date of this Decision, Santa Cruz Water Company files 

he requisite Certificate of an 6 d  Water Supply and Applicants file copies of the 

of Approval to Construct for both the wastewater treatment and water service facilities 

for their first phase of development. 

IT, Is FURTHER ORDERED that the approval of the applications of Palo Verde Utilities 

es of Convenience and Necessity shall be Company and Santa Cruz Water Company fcr Certif 

:xpressly contingent upon Applicants posting, / east fifteen days before they first provide service to 

any customer, a form of performance bond in the amount of $1 18,000 dollars and $82,000, 

respectively, (cash deposit, surety bond, or similar alternative, Le., certificate of deposit) with the 

Commission to insure that Palo Verde Utilities Company and Santa Cruz Water Company shall meet 

their obligations arising under their Certificates; that in the event Applicants choose to make cash 

deposits, said amounts shall be deposited with a federally insured financial institution and bear 

interest at a commercially acceptable rate; and that the performance bonds shall be maintained until 

Palo Verde Utilities Company and Santa Cruz Water Company achieve viable operations, are sold to 

another utility company, are adjudicated not to be a public service company, or ten years have passed, 

which ever is sooner, at which time the bonds will be returned to Applicants upon their applications 

for same. 
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IT Is FURTHER ORDERED that in the event that Palo Verde Utilities Company and S? 

:ruZ Water Company do not timely file copies of the documentation ordered in the first ordeniig 

aragraph or file performance bonds or their equivalants as required by the second ordering 

aragraph, then the Certificates of Convenience and Necessity for the area described in Exhibit A 

hall be deemed to be denied, without fiu-theforder by the Arizona Corporation Commission. 
j_ 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

:ompany, respectively shall file tariffs containing the following rates and charges for their 

vastewater treatment and water service: 

SANTA CRUZ WATER COMPANY RATES 

MONTHLY USAGE CHARGE: 

518” x W Meter 
?4” Meter 
1” Meter 

1 %” Meter 
2” Meter 
3” Meter 
4“ Meter 
6” Meter 

Gallons included in minimum 

Gallonage Charge per 1,000 Gallons 

Construction and standpipe charge 

SERVICE LINE AND METER INSTALLATION CHARGES: 
(Refundable pursuant to A.A.C. R14-2-405) 

5t8” x Yi” Meter 
%,’ Meter 
1” Meter 

1 %”Meter 
2” Meter Turbo 
2” Meter Compound 
3” Meter Turbo 
3” Meter Compound 
4‘‘ Meter Turbo 
4” Meter Compound 
6” Meter Turbo 
6” Meter Compound 

12 

$25.00 
25.00 
62.50 

125.00 
200.00 
400.00 
625.00 

1,250.00 

1,000 

$2.60 

$3.60 

$400.00 
440.00 
500.00 
715.00 

1,170.00 
1,700.00 
1,585.00 
2, 190.00 
2,540.00 
3,215.00 
4,8 15.00 
6,2 70.00 
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SERVICE CHARGE: 

Establishment 
Establishment (After Hours) 
Reestablishmen, (Within 12 Months) 
Reconnection (Delinquent) 
Meter Move at Cusfomsr Request 
After Hours Servic’e Charge, per Hour 
Deposit 
Meter Re-Read (If Correct) 
NSF Check 
Late Payment Charge (Per month) 
Deferred Payment (Per month) 

- 

$25.00 
50.09 

$30.@ 

$5409 

$15.00 
10.00 

1.50% 
1.50% 

* 
** Number of months off system times the monthly rninllnum per A.A.C. R14-2-403@). 

Cost to include parts, labor, overhead and all applicable taxes. 
Per A.A.C. R142403(B)+ *** 

P A L 0  VERDE UTILITIES COMPANY SEWER RATES 

MONTHLY USAGE CHARGE 

518” x %”Meter 
V Meter 

1” Meter 
1 %” Meter 

2” Meter 
3” Meter 
4“ Meter 
6” Meter 

F E: 

Per Acre Foot 

SERVICE CHARGE: 

Establishment 
Reestablishment (Within 12 Months) 
Reconnection (Delinquent) 
After Hours Service Charge, (Per Hour) 
Deposit 
NSF Check 
Late Payment Charge (Per month) 
Deferred Payment (Per month) 

13 

$33.00 
33.00 
82.50 

165.00 
264.00 
528.00 
825.00 

1,650.00 

$100.00 

S25.0Q 

$30.00 

$10.00 
1 SO% 
I SO% 
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f 

** Number of months off system times the monthly minimum per A.A.C. R14-2-603@‘ 
Per A.A.C. R14-2-603(B). 

IT IS FURTHER ORDERED that the rates and charges authorized herein shall be effective 

for all service rendered until otherwise ordered by the Arizona Corporation Commission. 

IT IS FURTHER 6RDERED that the request for approval of a Payment in Lieu of Revenue 

Zharge by Palo Verde Utilities Company and Santa Cruz Water Company be, and are hereby, denied. 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

Zompany shall notify the Director of the Commission’s Utilities Division within 30 days of 

iroviding service to their first customer. 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

Zompany shall file a schedule with their tariffs for the collections of their proportionate share of any 

irivileges, sales, or use tax, in accordance with A.A.C. R14-2-409@)(5) and AA.C. R14-2- 

508(D)(5), respectively. 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Watt 

Company are hereby authorized to issue up to $4,110,501 and $4,504,676, respectively, in equity .. 
bnd the fmt phase ofwastewater treatment and water utility development at Rancho El Dorado. 

IT IS FURTHER ORDERED that the authorizations stated above shall be expressly 

,ontingent upon Palo Verde Utilities Company and Santa Cruz Water Company using the financing 

troceeds for the purposes set forth in their applications. 

IT IS FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

Zompany shall be authorized to engage in any transactions and to execute any documents necessary 

D effectuate the transactions. 

IT IS FURTHER ORDERED that the approval of the financings set forth hereinabove does 

not constitute or imply approval or disapproval by the Commission of any particular expenditure of 

he proceeds derived there by for purposes of establishingjust and reasonable rates. 

IT IS FURTHER ORDERED that Applicants shall maintain their books and records in 

xcordance with the NARUC Uniform System of Accounts. 

. . .  
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DOCKETNO. SW-03575A-98-0327 ET AL. d 'F i8 FURTHER ORDERED that Palo Verde Utilities Company and Santa Cruz Water 

lompany shall file for rate review not later than 24 months after the date they first provide service to 

ny customers. 

IT IS FURTHER ORDERED that r'nis Decision shall become effective immediately. - 
BY ORDEROF THE ARIZONA CORPORATION COMMISSION. 

OMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive 
Secretary of the Arizona Corporation Commission, have 
hereunto set my hand and caused the official seal of the 

the Capitol, in the City of Phoenix, 

IISSENT 
VIES: bbs 
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IOCKET NO. SW-03575A-98-0327 AND W-03576A-98-0328 

lay L. Shapiro - 
XNNEMORE CRAIG 
I003 North Central Avenbe, Suite 2600 
'hoenix. Arizona 85012-2913 

'aul Bullis. Chief Counsel 

+ 

Legal Division 
4RIZONA CORPORATION COMMISSION 
1200 West Washington street 
?hoenix, Arizona 85007 

Director, Utilities Division 
W O N A  CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, Arizona 85007 
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EXHTBIT A 

LEGAL DESCRIPTION - P A L 0  VERDE UTILITIES COMPANY 
-* - AND SANTA CRUZ WATER COMPANY 

u1 of Sections 13 and 14, and that portion of Section 15 lying Easterly ofthe Westerly Right of Way 
Line of Arizona State Route 347 (AKA: John Wayne Parkway), Township 4 South, Range 3 East, 

Gila and Salt River Base and Meridian, Pinal County, Arizona. 

Contains 1,64Oacres, more or less. 

17 DECISION NO. &/$ q3 





A RESOLUTION OF THE COUNCIL OF THE ClTY O F  CASA 
GRANDE, ARIZONA, APPROVING THE TERMS AND CONDITIONS 
of; A M J Z P A o ~ ~  OF UNDEFST+NmG BETWEEN "E 
CrrY O F - C a A  GRANDE AND GLOBAL WATER RESOURCES, 

BE IT RESOLVED by the Council of the City of Casa -de, Arizona, as follows: 

PH R MOU w Glotnl w m  

Exhibit 3 



WHEREAS Global is engaged in the business of providing water. wktewater and 
re&iIned water iIhsmm= services both inside and outside the jurisdidooal b o d -  of 

the city; 

WHEREAS Global is the owner of Sa& C w  Water Company, LLC ('SCW) and Palo 
Verde Utilities Company, U C  (TW) (collectively "Utility Companies") aad providk utilily 

WHEREAS SCW and PW are Arizona public seavice corpor&ms defined in Article 
15, Section 2, of the Arizona Constitutio~ and, as such, are regulated by the Arizoaa Corpadon 
Commission ("ACC"). SCW and P W  have been issued Certificates of Convenience and 
l&cessitjr ('Cc&W') by the ACC to provide water and waste water s e n k s  (cbllectively rhe 
"Utility Smies"), respixtivcly in h i p a t 4  geographic srea~ within the State of Arizona; 

WHEREAS the City is experiencing rapid growth, and in order to facilitate and manage 

furihcr growth, the City wishes to s t r c n g h ~  its relationship with Global and its Utility 
Companies by working with tliem to g e n d y  improve the quality of Utili$ Sewices within the 



WHEREAS the City.is in the process of annexhg cfftain real property, s more fully 

described on Exhibit A hereto (the "Subject Territories") md, in c o ~ a n  thznwith, the 

Partie desire to work c losd~  and coopcrate @th each other to assist the orderly d a t i o n  of 
thee areas; 

WHEREAS the City is suppodve of Global's pending application to $e ACC for 

arpansion of its CC&N for Utili@ Senicts in the City's Gened Planning and the Parties 
&knowledge that the expansion of the Cc$N over the Subject Tern'tories m a y  not be finalize4 
mtii such time as the appropriate h z o n a  RparMent of water ~esources (~ADwR~~, k a n a  

Deprment of Euvimnmd Quality (+'ADEQ") and Central Arizona Association of 
Gov&ents ("CAAG") permits and approvals arc h place and the Parties acknowledge that it 
wii1 rlxpire 

. 

a and mutuaI support to achieve the neceSSary regulatory spprouaIs; , 

wl€EREM the Parties wish to form a Public Private Partnership whidh will benefit both 

Parties and significzitly &ance and streamlbt3 the manner in which the Parties currently work 

toge-, 

VEEFtEW the Partie believe such a Public Private P a r t n d p  c m t l y  mm 
most cost-effective and efficient solution to the wdtr?T and wastewater challenges facing the 

Civ's current and anticipated W residents; 

m S  the parties believe that such a Public Private P a r t n d p  will result in the 

harmonizan'on of rates within Global's sewiea area, thereby mitigating customer conksion 

regardingrates and utility services; 

the City seeks to increase its involvement in fhe water and wastewater 
business within its current municipal limits and its p e g  ax'#; 

WHEREAS the City seeks innovative revenue streams that maintab the City's long-term 

fiscal health and defray cost impacts that may occur in areas th3t are outside current r n ~ c i p a l  



I limits but within its p l d  ~ ~ t a ;  

nomdly be the President, the Chief Financial Officer and the Man~~ger of Consnuction, or thek 

, 

WEAS h e  parties acknowledge that the following terms are not intended to limit or 
i n m e  the le@ ~ n & i G t i ~  of the City nor tht: statutory raquiremtnts of Globd or its 

Utiliry Companies; 

NOW, TREREFoRX, f ~ r  good and vduable consickation, the receipt and sufficiency - 
ofwhich are hereby acknowl&ed, the partics hereto a p e  as follows: 

2. Annual Report to the City of Casa Grande Globd shall submit an A.und Report 

to the Mayor and City Council. This Annual Report shall normally be submitted by April 1st 



. . _  _-,_ .... 
--- 

& year, unless the Parties agree on a d S m t  date. The rep01.t shall incIude: Annual 

evenues and expenditures, total number of watw and wastewater cusbrners, customers added 
this past year, number of cuspmes anticipaw to be connected next year, wa.ter and wastewater 

fxilities completed in pm&ng year, p h n e d  projects far the next yMs)- and a copy of the 

annual q a t  to the ACC. Global shall provide free of charge to the City copies of any annual 

reports Global provides to ADEQ a d o r  ADW 

3. Proposed Rate andlor Fee Adjustmen& Global shall submit proposed rate andor 
f& adjustmeats to the Mayor and City Council for d e w  and commenf @OT fo submidon IO 
the ACC. Global shall allow the City thirty days for the Mayor and city Council to conduct a . 

public hearing at the City’s next properly notikble regularly schedded City  Council m=&g 
regarding the proposed rate ador fee adjustment before submission to the ACC. 

tC 
c,,* . 

4. &tmtingnicensc Agreement and Fees. The parties shall enk into an 

o p x a t i & l i w  agreement for utility semi- provided within the City’s crurent and existing 

bcorporated limits, and for utility services pmvided within Global’s PlanT\inn (as set forth 
on Exhiiit A attached he& which relahs~ to areas outside of the City’s current and exis- 
incorporated lim;ts), with the understanding that the City will endeavor in good fdth to promptly 
replace the op&g/lica agrtmcnt with a fbnchis agreemat on a bef0I.e W o b a  IS, 
2007 in tfie event hi! the ACC Order proVidd for below has not been entered by &nll4,2006. 
Pursuant to the operatingnim agreement, and subject to the earlier of {i) errtry of a final order 

(the ”ACC Order) by &e Arizona Corporation C o d s i o n  approving the f e  providd for 

herein; or (5) April 14,2006, a fee of 3% of Gtos Reventlw as it relates to consumptive use of 
water and wastewater by residential and commercial custorners within the existing incorporated 

limits of the City, the Subject TCrritorics and in Global’s P l k g  Area sball be paid by Global 
to the City of Casa W e .  If the ACC Order has not bwn entered by Apd 14,2006 following 
diligent efforts (which the City will in gwd faith suppofi and take reasonable steps to cause orher 

inkrested parties to support), then the fee of 3% as provided for above shall be reduced to 2% 
with respect to the consumptive use of water and wastewater residential and csmmepcial 

custorncrs located outside the jurisdictional limits of the Ciy but within Globd’s Planning Area; 

however, if’ any property located outside the City’s jurisdictional limits becomes a part of the 

I 

I 

I 



I 

Ciry's jcnisdictional limits through an anncxarion, then the f=e shall a u m d d y  be increased 
h m  2% to 3% for the annexed property on xhe dztk the annexation is eflktive. In the event the 

ACC declines to enter the ACC Order, the City will then p-d With a fianchhc eldon (at 
Global's cost) seeking 3$prmil of the fees proiidcd for in this Sc~&on 5 and to gnnt Globaf a 

f i m c h  in connection therewith far a term of 25 years. n e  iiamhi~e election take pla~e  
on a date to be set by the City and shall occur no later than the e.arl.iur of 18 months foUowihg the 

ACC declining to enter the ACC Order or October 15,2007. Upon the request of Global, tbt 
City agrees to continue to cause ii-mfise elections to occur (at ~ ~ o b a l ' s  &st) on at l e a s  an 
annual basis seem approval of the fianchke provided for h d .  AU of the fortgoing ppents 
shall be &e on a quarterly bask. Gross Revenues shall hcludc base fee% consumptive fees, 
and industrial and commercial reclaimed water sdes but shall not include revenks as they arise 
h m  hook up fks, service connection fecs, termhation f w  ream& or aiscO& fees, late 
fees, NSF fees, accou~lt h a n a g  fees, or bulk service rate on the sale of ConstrUCtion water. The 
parties acknowltdge that Global wilf seck the!consmt of the ACC to dlow for MUsion of all 
fees described within this Section in the monthly consumptive billing of the utilities, The fecs 
provided for in thLr Section 5 are flow through fw to P W  and SCW a d  a l e  ~ e r n m t a l  to the 

rates cundly set in place by the ACC; however, if the ACC does not approve these fees to be 

added TO the monthly consumptive billings of the Utility Companies, Global shall I pay the fees as 

\ 

-oP=tingexP"se- 

5.  Financing Options, The City of Casa Grande and Global shall joktly explore 
potential finsncing options for Global to finance its projects within the a*. S f  the C;ty and 
Global agree to jointly finance a project, the P A S  Will enta into a separate apxment for each I 

I 

PmjeCf- 

6. Local Office. Global shdl maintain an OECC at its Casa -de headquartas 

facllities to be located at the Palo Verde South East Water Reclamdon Cmpw or in an 
a l t e d v e  location within Global's P l w  Ares until sucb t h e  as sufficient custbmers are in 
place so as to wanant the office being in another locarion which will be established by Global 

I 
With input from the City. 



- .  
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7. Conservation Effom The City will ass is^ Global in promoting community and 
school water c o n s d o n  programs, Assistance may indude distributian of educational 

materials and access to making c  presentation^ at City and school functions. 
- -  

c 

3. ~eclaimed water and ~ e c l d i t i o n  Projects. % parties h a w ~ e d g c  b e  city’s 
intest in long team access to reclaimed water, The @e further acknowledge Global Water’s 
leaduship in the field of water reuse in the region and the critical W e  of reclaimed wder  to 
the Global Water business and regional consetvation plan. Accordingly, Global Water agrees to 

&e reasonable best commercial efforts to use and utilize reclaimed water in the region so the 

extpt permisiile under exisfhg and kture Arizona Department of hvbnmental  Quality 

(“ADEQ”) policy for all residenr;al, commercisl and i n d d  applican‘on~ within Global’s 
Service area The City and Global will explore water redamation projects for parks and schooJ 
p l a y g r ~ u n d s , ~ ~  wil l  encourage the development of light commercial a n d  industrial uses‘ of 
reclaimed wat&* Additionally, for that water which cannot be benefiuay us& within the 

srxvice area, Global will either recharge for its benefit that certain volume of water or make that 

certain volwle of water available to the City for recharge on a long term basis. if fimncialiy 

fasiile, as determined in the sole discretion of the C i ,  the City will install dual plumbing in dl 
future City owned buildings serviced by Global such that reclahed water can be used to flush 
toilets and s w e  other non-potable water demand% per Global’s guidelines and State and Federal 
law. The City &dl bear the cost of this Miastrwture, and shall provide signage to moupce the 

use of daimed water in all public place to asskt with con5edon a n d  public education 

9. Econamk Development. The City and Global will explore possible joint efforts 

to support industrial and commescid uses in the City. Glob31 will augment t h e  City’s economic 

developma With its corporate n&o& wherever possible. The City and Global will 
explore CQ-funding of specific employment generating economic development initiatives and 
participate on economic development c o d t t M s ) .  

I 

10. Land Use Planning and WaterfWastewater Planning Global &all prepare an 
annual ”Plan for Growth” for the City of Casa Grade’s  planning arm. l - 3 ~  City staff shall 



I 
. . . - . . . . . . . .. 

provide input and comments on chmging land use and density patterns to assist Global in this 
planning effort. Global &all submit its annual "Plan for Growth" repoxt IO the Maya and City 

Council by April lst, unless the Parties agree to a different date, - 
0 -  

.- 

11, Fee Eflectiuc January I ,  ZU06 Global shaU pay a voluntaxy fee totaling One 

Hundred Dollars ($100,00) for each residential home connecthg to GfoW's water aad 
wastewafer system within the jurisdictions of the City, as amended fivm time to time, or outside 

the jurisdictions of the City but within Global's PIanning Area (attached he& as Exhibit A). To 
the extent a home connects to only one sar ice ,  the fee shall be reduced to fie dollars ($50.00). 
The fee 4 1 1  assist the City in dchyhg  administrative costs for water and wast 

including regional planning. The fer: shall be payabIe quarterly in arrears and 
upon the connccb'on of a water meter to an occupied residential dwellhg by a homeowner. 

12. Community Outreach. The Cid and Global shall work coopdvcly  to prepare, 

cost-share (in-kiad services such as web hosting, graphic dcsign, etc- is considered quitable to 

actua! bds), and d i d a t e  a community outreach packet. The community outmi& packet 
will be a collaborative effort by multiple entities Within the City, to be distn~uted to m*s&g and 
n m  homeownem Global will explore commitments to fund and conduct extensive water 

conservation programs and outreach ~ U C A Q ~  programs to promote water conservation in the 

community, ~~choots, a d  public facilities. Global Will e x p l o ~   sponsoring significant watex 

reclamation demonstration projects. Global Will support comullitqr events with bottled warn 

and a presence at all major municipal fhctions and events. 

. 

13. b g n p h i c  Informa~on System and h&rmation Technology. Tht City and 

Global shall work colIaborat-vely in developing and updating the Ciay's Gcographicai 

Information System (YXS''). This may include data sharing andlor hk&on, cost-sharing on 
GIS surve$ng, cost-sharing on a GIs Geodesic Marker, and other GIs related administrative 

items. The City and Global shall share and integrate SCADA systenzs, CCD Security Data and 
VulneJability F'rqaredness, Emergency, Operations, and Rapid rtesponse Plans, Broadband 
W h l a  network sharing, and Internet Site Linkiag. The City and Global shall also explore 
oppomuLities for Cofhbontive billing services, I 



_- __ -.- -. 
“_ _ -  . 

14. Annexation Global shall support the amexation efforts of the City. Global shall 
support rhe City’s cffons IO manage and coordinau: devdopent in Global’s P)anning 

Global will provide water a& wastewater modeling services to dekrmhe the impact of proposed 

devduprnents. Global will shm and publish long-term master plans with the City and 
continuously update the plans so that &e water and wastewater iafr;istn;cture is coordinatd with 

the City’s infi-astrucm plans. 

:’, 15. PWiB, The City will endeavor to strambe ’ p d t  issuance, plan reViw, and 

related dcsign and construction regulatory issues for Global. The City will endeavor to treat 

GloWs permitting submissions as a priority and shall pvide the highest priority review the 
City can produce in odcr to rehun permits promptly. The City will endeavor to assist and 
support Globd’s e%. . eEorts to obtain CAAG 208, CCgtN, ADEQ, ADWR and other regulatory 

approvals n q d  Within the Subject Teaitones. If the City cannot provide a pro& review of 

Global’s pennits or plans, Global shall have the option of xe:imbursing the City for any costs 

incurntd by the City if the City, at Global’s requ- h i m  an outside consohant to expedite the 
mvkw of Global’s permits and plans. Any such consultan& shall repa k t l y  to tbe City and 
take direction only ther&rn. 

.- 

. 

16. Designated Management h-ca f i e  City and Global shall work together to 
facilitate the designation of the City of Casa Grande as a Desigoatd Management Agency to 

implemat and 4 K e  the portions of the area wide Water Quality Management P h  Within iw 
designated area, which will be the City’s current planning area, as illustrated by the City of Casa 
Grande General Pian. 

I 

17. Joint Actions and Conditions. In order to eff’ctuatr: this MOU, and in addition to 
the actions otherwise set for& haeh Ivhich shall in good faith be pursued by the partics hereto, 

the parties shall undertake (or the parties shall support one another in taking) the fol3owing 

~ 

I 

actions in good faith: 



, _ _  , , , .. . . - . . - . .. . . .  . .  , . .. 

a ACC approval of SCW and P W s  proposed expansion of the CC&N over I 
Global's Planning Area: 

b. Executioiand a p p d  of an opmhaflicense agreanent with the City for 
Utility Swim provided Within the City's curtent and exiStingjurisdiCtional 

boundary and for Utility Services provided outside the City's current and 

.. 

existing j G & c t i o d  bo- but W i h h  Gl&d's Planning 

c. ACC approval of the openthgGwme agreement dascnlbed in S d o n  5 and 
Section 19@) above; . .  

d. ACC approval of Globaf's request for inclusion of all fees set forth in Section 
c 5 &vts in the monthly consumptive billings of &e Utility Companies. 

11 
e. W n e x s s q ,  the franchise election provided for in Section 5 above, 

18. Effectim Date. Except as 0th- set farth hexcia, the obligpticm of the p d e s  
pursuant to this MOU shall comme~lcc m y  days after approval of said MOU by the Casa 

-de City Council. 

19. Entire Agreement. Thjs MOU con- the en& agremmt between the p d e s  

hereto and supersedes all previous communications, rspres&tim or agrccm- Written or 
verbal, with respect to its subject matter. 

20. Cons t~~~ t ion .  'Ibis MOU shall be camtr~ed in accardm~ With the laws of the 

State of Arizona 

21. Modification ar Amendment. This MUU may not be modified, amended, 

rescinded, cancelled or waivt& in whole or in part, except by a written instrulnent signed by the 



_... . .  . .. 

22 Jurisdiction. Vmue and Attorneys’ F a  and Costs. Subject to the provisions of 

this MOU, the prrvailing party in any arbitration, proceeding, lawsuit, appeal or other 

prwccding bmu& to enforce OT othenvhc implement the ferms and cQa&dOnS Qf mS MOU 

shall be entided to’= award of attorneys’ fw and costs h m  the losing party, J~sdiction and 
venue shall be in ~ i n a l  County, *mi. -* 

23. Med.iation/&bitration. In the event that any dispute arises betwleen the parties to 
thir: MOU, the parties first shall attanpt to find a neutral person, who is mutually acceptable to 

both parties, and who bas experience in matters such as those provided for in this MOU, 
request that person to mediate the dispute. In the cvcnt that such mediation i s  not uadertaken or 
successfblly concluded within 45 days after the dispute arises, the paths to any such dispute 

shall gubinit the dispute to b e  arbitration in accordance With the xules of com& 

d i d o n  csu~es? for the ~merican Arbitration Association ~ A A A ~ ) .  If the claim in the 

dispute involvida non-monetary default or breach or does not exceed One Hun& Thousand 
Dollars (SlOO,OOO), there shall be a single arbbator selected by mutual agree;ment of the Parties, 
and in the absence of ageaneat, appointed according to tbe Rides. Lfthe c3aim in the dispute, 
exceeds One Hundred Thousand Dollars (!§ lOO,OOO), the arbitration pand shall consist of three 

(3) arbitmion, one of whom shall be selected by each party and the third, who shall serve as 

chairman, shall be selected by the AAA The arbitrator or arbitmtors must be knowledgeable in 
the subject matter of the dispute. The costs and fees ofthe &ikator(s) shrill be divided equally 
among the parties. Any decision of the arbitracar(s) r;hall be supported by written h d b g ~  of fact 

and conclusions of law. The decision of the arbiwtor(s) shall be final, s u b j e c t  to the wrceptions 

outlined in the Arizona Uniform Arbitation Act, A.RS. 3 12-1502, gi s., aad judgment rnay 
be entered upon the same. The arbitrator(s) shall control discovery in ?he p#b@ and shall 

a d  the p r e v ~ h g  party its reasonable attorneys’ fees and costs. Any arbitration &hg *om 
this ?vfCXJ shall occur within Piaai Couoty, or at any other loution mutually a@ to by the 

PartieS. 

c c  

24. Assignment. The terms and conditions of this MOU shall bhd and hue to the 

beneet of the parties hereto and thek successo~s and assigns and le$ representatives. Neither 

Party Wl be allowed to assign this MOU without the express written consent of &e other Party. 



25. Waiver. Any waiver of any provision of this MOU shall not constit& a waiva 

of any other provision, whtxhm or mt s ~ & r ,  nor shall any vvah’cr be a continlring waiver, A 

party may waive any pl.pvi_s’ioa of this MOU intended for its bef i t ;  pmv5d&, however, that 
such waiver in n ~ ‘ - ~ a y  excuse the othmp~tie~ from the perfonnan~e of any ofrheir otha 

ObligrtiOrn under&k MOU. 

26. Scction Headings. The section headings used he& are for .refereace only and 

‘sM not enter into the interpMon hereof‘. 

27. Rakdonship of Parties. Nothing contained in this MOU shall be d-ed or 
ccmsmed to create the relationship of principal and agent or of limited or general p m e d p  or 

of joint venture or of any other association betwm the City and Global. 
1: R .  

28. Notices. Any notices given pursumt to this MOU shall be h Writing and shall be 

pes.opally delivend or deposited in the United States ISX& certified mail, postage prepaid, return 
receipt requested, to a party hereunder. Notics shall be deemed given and received when 
persody delivered or three (3) days after deposit in the United Shtes mail to the. address set 

forth M o w  such party’s signature. 

I f f  

llt 

IJf 



29. Time of Essence. Time is of the essence for all pu?>oses of this MOU. 

30, ConfiicZ of bmt ?his Agreement is subject 10 the a n f l k t  of intares 

provbionv set forth in A,R.S;§ 38-511. 

IN m S  WHEREOF, each of the parties has execukd this MOU as of the date first 

above written. 
UTYOFCASAGRQNDE GLOBAL WATER =SOURCES, LLC 

nn U V T W M  7 W  nCFl7.  Q r R  O Z 4  b b : Z T .  9 0 0 2 . 1 0 ' 9 8 3  
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Exhfbft A - Subject Territories 



Sections 13,24,25, and 36 of Township 6 South, Range 3 East of the Gila and Salt 
River Base and Meridian, Pinal County, Arizona; And 

I 
Sections 16, 17, 18, 19,20,2 1,28,29,30,3 1,32, and 33 of Township 6 South, 
Range 4 East of the Gila and - Salt River Base and Meridian, Pinal County, Arizona. , . -  

.- 
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