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RE: Pine Water Company Docket W-03512 A-03-0279- Formal Complaint of Violations
of the Commission Order # 67166 Docketed August 10,2004,

Honorable Commissioners and Staff:

This formal complaint relates to the water hauling charges to the Customers of Pine
Water Company (“Pine Water” or “Company”) for the billing periods of June and July of
2006. These charges appear to be wholly unnecessary due to the fact Pine Water hauled
water by truck (at 40-50 times the cost of water) prior to undertaking “reasonable efforts
fo maximize the quanity of water obtained from Company owned wells and wells
operated under Water Sharing Agreements, including the company’s 1996 Agreement
with the Solitude Trails Water Improvement District, as the primary source of water
supply” (emphasis added) as required under the Tariff Schedule attached to Decision #
67166 (Exhibit 1).

Because I am both a water customer of Pine Water living within the CC&N and also the
Chairman of the Board of Solitude Trails Domestic Water Improvement District
(“STDWID”), I have the unique perspective of having full knowledge of the real facts
related to the water hauling situation, when measured against the above italicized
requirements of Order# 67166.

A review of facts related to this situation will simplify the basic problem and basis of this
formal complaint:

1. On August 4, 2006, I filed a telephonic complaint # 2006-54301 (Exhibit 2)
with Lynn Combs related to the “outrageousness” of the high water augmentation
surcharges related to my personal bill. Also, there was some other unrecorded discussion




related to the fact additional water was available to Pine Water prior to resorting to
hauling water from other locations 30-40 miles away.

2. On August 8 Mr. Hardcastle responded to my complaint with an answer that
specified the rate structure and timing requirements of Stage 4 under which the Company
must haul supplemental water. Because my initial telephonic complaint was treated only
as questioning the excessive costs, the basic question related to the real necessity of
hauling water was not asked of Mr. Hardcastle, nor was it answered in his return letter to
me (Exhibit 3). Why Mr. Hardcastle referenced “old” Decision number 65914, rather
than Decision # 67166 that now applies to this situation was baffling to me.

3. Therefore, on September 11, I wrote directly to Mr. Hardcastle (Exhibit 4),
with copies to L. Combs and Kristen Mayes to complain that the real basic question of
“necessity of hauling water” was not answered either by Mr. Hardcastle or by the
Commission staff, I recently discovered the two ACC copies of my September 11™ letter
were simply filed by the ACC since (a) my Complaint # 2006-54301 had been closed by
the Commission staff without my knowledge, (b) my follow-up letter of September 11"
letter was simply filed and not treated as a new complaint because it was not directed
specifically to the ACC (only a copy), and (c) I did not realize it would help to file my
complaint with Docket Control.

4. Inmy letter of September 11" I clearly outlined to Mr. Hardcastle and Lynn
Combs the facts related to the lack of Pine Water using all the water STDWID
consistently makes available (around 1,000,000 gallons per month, or about 20% of all
the water distributed by Pine Water). The Table I attached to the September 11™ letter is
again attached hereto (Exhibit 5) and it clearly indicates the fact water volumes taken
from STDWID have decreased steadily over the last few years from over 12 million
gallons to 8, to 7, to 6, to 5 million gallons in 2005 and to what looks like probably only
another 5-6 million gallons in 2006. Well capacity is still at approximately 1 million
gallons per month (12 million gallons per year) with peak production of 1,060,100
gallons (net 927,500 to Pine Water) paid to STDWID in May of this year.

5. Regrettably, the pump on our main well (“BV”) did fail in October of this year
(discovered by our water person during our ADEQ sample taking, not the Brooke staff
that operates the will). This lack of production was immediately corrected once we knew
the third pump in 10 years had failed, and it was far after the time period when Mr.
Hardcastle hauled water, even though in his letter of August 8™ he tries to blame the
hauling of water on our lack of having the small capacity Portals III well turned off since
he was not taking adequate water to justify that well’s operation. In fact, the amount of
water taken by Pine Water (Exhibit 6) in May, the month before they first hauled water
(late June), was 927,500 gallons after STDWID had consumed 132,600 gallons. In the
month they first hauled (late June) they took only 681.000 gallons, after STDWID used
128,500 gallons. In the month of July when they last hauled water (first few days of
July), they consumed only a net 252,010 gallons. About the same amount was taken in
August when tremendous monsoon storms were in the area minimizing demand.

6. Therefore, it seems there was no good excuse for Pine Water not taking
substantially more water from STDWID around the 4™ of July. Rather, they just seemed
to decide to go ahead and haul water, whether they really needed to or not. Even without
the additional storage capacity (which the ACC should require them to construct) to
cover the early summer demand spikes (by storing water from late spring recharges of the



aquifers), they certainly could have taken considerably more water from STDWID than
what they did actually consume. The complete utilization of the local resources from
STDWID (also possibly from others with water sharing agreements) is what is required
under Decision # 67166. That did not seem to happen this last summer, especially in
terms of STDWID’s ability to meet the demand the Company met by using expensive
hauled water.

7. In terms of other alternate sources of water that would help avoid hauling of
water, the compliance reports filed by the Company under Docket W-01576A-96-0269
for July 2005 thru June 2006 (Exhibit 7) indicate the following:

a. Projected Magnolia peaked at 1.8 million gallons transported per month in

August 2005. It moved 1.4 million gallons in December of 2005 in December of

2005, -0- the first five months of 2006, and was only .533 million gallons in June

2006. With 11 active wells in Strawberry, was a maximum amount of water

really pumped through the Mognolia system? Also, with capabilities of up to 1.8

million gallons per month, would not another storage tank in Pine of 300,000-

500,000 gallons eliminate the need to haul water at 50 times its normal cost? The

one-size fits-all rules of the ACC related to required storage capacity are

inadequate to allow reasonable service to communities like Pine that have
significant demand spikes during the summer. In reality, there is adequate spring
recharge water to meet early summer demand spikes by using the Magnolia
pipeline if adequate storage was reasonably required by the ACC.

b. In terms of the Bloom well (5§5-571532), production has generally remained in

the 400K-600K gallons per month range for years. No steady decline to 50% of

capacity, like at the STDWID wells, has seemed to occur with this well.

c. Interms of the Weeks well (55-565901), production has generally remained in

the 300K-600K gallons per month range for years. No steady decline to 50%

capacity, like at the STDWID wells, has seemed to occur with this well.

8. It is interesting to note when Mr. Hardcastle orders water to be hauled, he does
not have to pay for the water out of his Company’s resources, because he is allowed to
fully recover both the cost of the water as well as the hauling charges by immediately
billing customers under the Augmentation Surcharge program. Thus, he saves the
$1.00/1,000 gallons he would normally pay STDWID; however this hauled water costs
me and the other consumers the unnecessary and outrageous amount of about $50/1000
gallons. ~

9. If Mr. Hardcastle chooses the Magnolia water or the STDWID water to be his
last source of water before hauling, so be it. However, he must take it and if necessary
store the Magnolia or STDWID water prior to hauling of water as required under
Decision 67166.

Please note that I have been extremely patient as I wait for a reply from Pine
Water. Mr. Hardcastle did send me a letter dated October 13, but it had nothing to do
with the questions posed in my September 11™ letter.

My suggestions for solving this despicable situation and injustice to the citizens of
Pine is for the Commissioners to first require Pine Water Co. to pay back to each
consumer all the Water Augmentation Surcharges the Company billed this last summer,
and secondly to levy a fine against the Company in an equal amount that is retained by



the ACC to offset the unnecessary grief and expenses the Commission constantly suffers
in dealing with Mr. Hardcastle.

Please issue an immediate reply to me as to how this situation will be handled, so that I
am not again caught thinking something is being handled, when in fact it is simply being
filed away. Your assistance in solving this problem will be appreciated. Please call me
at the above number if I can be of further assistance or provide additional information.

Sincerely J—

AR Q\

Mark J. Fumusa
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BEFORE THE ARIZONA CORPORATION CUOMMISSION L
COMMISSIONERS Arizona Comporation Cormmission
MARC SPITZER, Chairman DOCKETED
WILLIAM A. MUNDELL .
JEFF HATCH-MTLLER AUG 10 2004
MIKE GLEASON : -
KRISTIN K. MAYES DUCKETED BY ne.
IN THE MATTER QF THE APPLICATION OF i DOCKET NO. W-03512A-63-0279
PINE WATER COMPANY FOR A
DETERMIMATION OF THE CURRENT FAIR i
VALUE OF ITS UTILITIES PLANT AND DECISION NO. 67166
PROPERTY, A RATE INCREASE AND FOR
APPROVAL TQ INCUR LONG-TERM DEBT. OFINION AND ORDER

DATES OF HEARINGS:

PLACE OF HEARINGS:
ADMINISTRATIVE LAW JUDGE:
APPEARANCES:

December 8, 2003 {(Public Comment, Pine,
Arizona); December 15, 2003, January 12 and 15
2004, Febrvary 3, 2004, and March 3. 2004
(Procedural Confersnces); March 9, 19, 11, 12,
and 19, 2004 and April 2, 2004 (Hearings)

Phoenix, Anizona
Dwight D. Nodes
Mr. Jay Shapiro, FENNEMORE CRAIG, on

behalf of Pine Water Company;

Mr. John G. Gliege, on behalf of the Pine-
Strawberry Water Improvement District;

Mr. John O. Breninger, in propria persona,
M. Rebert M. Cassaro, in propria persona; and
Mr. Gary Horton, Staff Attomay, on behalfl of

the Utilities Division of the Arizona Corporation
Corpmaission.

BY THE COMMISSION:
L INTRODUCTION -

Om May 1, 2003, Pine Water Company (“Pine Water” or “Company”) filed an application
with the Arizona Corporation Commission {“Commissicn’) for a determination of the current fair
value of its utility plant and property, for a rate increase, and for approval of long-term debt, Pine
Water is a wholly-owned subsidiary of Brooke Utilities, Iuc. (“Brooke”). The Company provides

water service 1o appmximately 2,000 customers in Pine, Arizons, an area Jocated 15 miles northwest
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i | Company must haul water 10 the Pine system by truck due io extreme supply :;hdmgcs‘ Water

DOCKET NO. W-03512A-03-0279

hauiing i3 typically employed only in summer months when vsage increases substantially due to
.s seasonal regidents. We believe the Seitlement provides a reasonable sesolution of the Water
.Augmmtatioﬁ Surcharge issue because it reguires additional stracture and guidelines for ensuring
tha: water hauling is used only as a last resort afier all othey available supply options have been
exhausted. As set forth in propesed Surcharge tariff (Aftachinent C to Settlernent), Pine Water must -
' make reasonable efforts 1o maximize, as its primary supply sources, water obtained from company
owned wells and through water sharing agreements such as the agreement with the Solitude Trails
Water Improvement District. The proposed tarifl elso requires the Company to make reasonable
efforts 1o maximize waler purchases from Strawberry for delivery through Project Magnolia (with
due regard to protecting the water supply available to Strawberry Water). Only afier these lesser-cost
sources have been exhausted may the Company hau! water by trucks to eet demand. In additic;: ‘
the Senloment Agreerent requires Pine Water to submit quarieriy reports specifically descnbing the
quanitity of water purnped from each of ifs sources in the preceding three moniis. These quarterly
reports will be subject to review by Staff and will also be available for inspection at the Company’s
offices. We believe the querterly reports will pmovide a reasoneble mmechanism for Siaff and
customers of Pine Water to review the Company’s decisions regarding supply sources. In the event
that Staif and/or Pine Water’s customers believe that the Company has not reasonably complied with ||
' the requirements of the Surcharge tasiff, those concerns may be raised through an appropriate request 1 :
for review mciuding, but not Iimited to, 2 fonnal wmplaiﬁi Given these protections, we find that the |

|
Water Augmeniation Surcharge tarifT is reasonable and should be approved as part of the overall i

L

Setilewment Agrecment.

23.  The Settlement Agreement requires Pine Water 1o notify customers of the new rates
approved by this Decision in a form approved by Staff. The notice must also include an illnstration
of the potential impact of the Water Augmentation Surcharge on residential custoraers. Mﬁmugh we
agree that the notice requireent is an essential provision of the Settlement, we will require Staff to
submit the Company”’s proposed notice for our review at least 10 days prior to giving approval io the

Company. If no action is taken by the Commission within that 10-day period, the Staff may approve

g9L82 YL+ BCE saucr RdJey dI0:21 90 BI nOW



W.2512A-03-0279

TARIFF SCHEDULE

e

1Ty Pine Weater GOmpany TaWtShestNo.
o B NOW G351 2A-03-0279 becisonMNo.:
Fhene Mo, 1-800-270-6084 Effective:

WATER AUGMENTATION SURCHARGE

Pine Weater Company (“Company”} is amtherized o make monthly adjustments to its rates and charges
for water service (o recover costs incurred for bulk water puchases and transportation (“Water Avgmentation
Zosts”™).

The Waier Augmentation Surcharge shell be be calculated by dividing the total Water Augmentation
Zosts mewrred in a given month by the zrnount of water £0ld that month. The resulting rate per 1,000 gallons
»ill ther be multiplied by the gallons used in that menth for each custorner to arrive at the surcharge per 1000
rallons. The resulting Water Augmentation Surcharge will be charged in the next moonth as 2 separate line item
»n the customer’s bill.

The Commmission recognizes that operational decisions regarding water supply management should be
eft within the discretion of the Company and that deficient water supply conditions sometimes require the
~ompauy to concurrently angment its primary water supplies to meet customer deraand.  The foregoing
wotwithstanding, Company shall underteke reascnable efforts to maximize the guantity of water obtained fom
~nrpany owmed wells and wells operated under Water Sharing Apreements, including the Company's 1996
~ement with the Sofitude Trails Water Improvement District, as the primary source of water supply. The
~ompany shall zlso undertake reasonable efforts 1o romximize water purchases for delivery through Project
Jagnolia before resorting to bauling vater by tanker truck with due regard fo protection of the water supply
vailable to Strawberry Water Company.

SHAPIRCYISI0ETE. 17 5206.0086

ISSUED: / / : EFFECTIVE ! [
Wonth Day Year Month Cay Year

o ISSUED BY _Rober Hardesstle, President

Decigion No. __

neEcsion Mo, 67166
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ARIZONA CORPORATION COMMISSION
UTILITY COMPLAINT FORM

P L N R
investigator: Lynn Gumbe Phipna; (602) 542-0488
Privrity: Respond Within Five Daye

Faz; (60@) B42-2120

Lo o TN, RIS

Compleint  Ng, 2008 - $4301 Radte BA42006
on: 018 Eing - Disputed
Flat Lust;

Complaing By,  Mgrk Fumuse
ASCOURE Name:  Merk Fumnusa Home: (628) 978-0779
Stoeat P O Box 233 Work
City: Pirs ER&:
Starg: AZ: Zig: 35544 in
ity Com Fine Water Co., inc.
Division; Codt Pines
Coniact Meme;,  Pele Maendevite Congct Phone: (520} 2B4-181D

D8/04706 Cuslomar called ang goid he pald hig B in proigst  His b was $274.85 of whizh weter haulirg was
$212.75. Walor usage was: 2302 ga! & 00800 = 13,82 and 3707.40 @ 00700 « 25 95, Customar pays the
ChECQAN 518 UATBRACUE.

QRueskion o the withy
Whest is e formute usad toideterning 1 Cherge pauged on 16 e cusmmery

"End of Comiplgint®

Uhicey' Respanse:
BEAE/GE Received Uity Rispunge

August §, 2006

Mark Furmgy

PO BRI 233

Pine, AZ BSHA4

Ra: drzons Carpermiion Commission Compleint Number 2006.54301
Diaar (P, Fmusa,

The 3bove referenced LOMBISTL wes OMBrIEed to my arentian for review ang rasponse on August 4, 2006,

As you arg sware, Pine Waler Cowpany Inc, (Pine Water) manages the water consenvation steges pursuent Lo
tng cunaliman pian spproved By e Arzone Corperetion Comeslssion (A.C.0) Declsion number 65314, This
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MA.,M WATER. CO., INC.

T, BAON 82208
BAKERSFIELLY, CA D3XBD

SIS OREER. SERVICE CEWTER. BOO-2T0GDES
h AN B0 TAEOD8

August 8 2006

Mark Fumusa
PO Box 232
| Pine, AZ 85544

Re: Arizona Corporation Commission Corplaint Number 2006-54301

Dear Mr. Furmisa,

The above referenced complaint was fowarded to my actention for review and response on August 4, 2006,
As you are aware, Pine Water Company Inc. {“Pine Water™) manages the water cunservation stages

pursuant to the curtailment plan approved by the Arizona Corporation Commission (“A.C.C.”) Decision

number 65914, This plan requires water augimentation to begin during Stage 4 conditions and must

continue until a Stage 3 condition is reached for forty-eight {48) consecutive hours. Pursuant to this plen,
Pine Water securad water augmentation for epproximately fourteen (14) days in June and Jaly.

The water sugmentation surcharge was also approved in May 2003 by A.C.C. Decision 65914. A copy of
this tariff, as well as the aforementioned curtailment plan, is enciosed for your convenience. This tainff
provides a detailed explanation of the method used to calculate the surcharge against the 25,03@ gallons
consumed.

As party 10 the Water Supply Agreemem berween Pine Water and Soliude Trails Water Improvement
District (“STWID”), we encourage you to actively participate in the reduction of future, potentiai water
* augmentation expenses by returning STWID's Portal I well to service. As you advised in your February 20,
2006 comrespondence, STWID deemed this well was no longer available for use by Pine Water. Your failure
to rerurn the Portals T well to productive service has exacerbated the need for hauling water and contabuted
to higher water hauling exppuses for vou and your neighbors. '

We Iaok forward to vour/participation in our water conservation program and the return of STWIDYs Portals

II yducmon
/ ‘ o
\ Nebgt 7™
™, s T. ¥ rdtasﬂ
\., President
AN
o CC ACC L Combs, Adet  X00XXTI68 M5, 83

g1d 948 Ly 828 SAUCT RJJEH dp(I2T 80 81 ACH




-~

Q.

September 11, 2006

Robert T. Hardcastle, President
Pine Water Co., Inc.

PO Box 82218

Bakersfield, CA 93380

Re: Response to your letier of 8 August 2006 regarding
Arizona Corporation Commissicn complaint number 200€-54301

Dear Mr. Hardcastle,

Thank you for your response to my complaint. However, your response, inciuding ACC
plens and cuntaifments, has nothing to do with my complaint. My complaint bas to do
with your unnecessary water hauling to PWC customers and the unnecessary surcherges
that goes with it. You and I both know that PWC has purchased Jess water each year
since 2000, from Solitude Trails Domestic Water Improvement District (STDWID). 2
major supplier of PWC.

Historically, STDWID has produced approximately one (1) million gallons of water per
mont’, with STDWID} customers using/purchasing about 100,000 gallons per menth, or
about 10% of production, That leaves a surplus of 200,000 galloss per month, or about
9% of STDWID production, or about ten (10) million gallons per year avatiable for
PWC to purchass. Please see included STDWID production sheet which demonstrates
that PWC’s annual purchase went down each year from 12.7 millior gallons in 2000 to
5.8 million gelions in 2005. Also note that production availability remains constant.

Since millions of gallons of water remain unpurchased each year by PWC fiom
STDWID, I don’t understand why you haul water then charge PWC customers a fat
surcharge, instead of purchasing local, inexpensive, excess water from STDWID or other
iocal water producers. Perhaps you have a good reason, yet the A.C.C. Decision # 67166
ruling seems to differ with you (see enclosed), stating that PWC water hauling is to be
done as a last resort, afier ALL available water supply options have been exhansted.

1 look forward to your fair and equitable elimination of future water hauling events and
their accompanying augmenzation surcharges to PWC customers, because it has been
proven there is an abundance of excess water available to PWC and therefore hauling
Wwatsr 15 unnecessary.

__Sincerely,
j ) - «m""‘*"”"“
N N ’ e
\ s,
C— |
Mark J. Fumusa L

Co: AC.C., L. Coombs; Kristen Mayes; P. Brandt, R. Miotto (STDWID Board Members)

9,82 vL¥ 828 saucr R.uJey d50:21 90 81 AoN
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