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On March 30, 2007, Johnson Utilities, LLC (“Johnson™) filed a Notice of Compliance
with Decision No. 68237, or Alternatively, A Motion to Extend Compliance Dates (“Motion™)
with the Arizona Corporation Commission (“ACC” or “Commission”).

Background

On October 25, 2005, the Commission issued Decision No. 68237 approving Johnson’s
application for extension of its water and wastewater Certificates of Convenience and Necessity
(“CC&Ns”) to an area in Pinal County, Arizona, subject to certain conditions. The conditions
include among other things that Johnson file a full rate case for its water and wastewater
divisions using a 2006 test year no later than May 1, 2007, and to post a $500,000 Performance
Bond (“Bond”) with the Commission and maintain such Bond in effect until further Order of the
Commission.

By this Motion, Johnson is requesting “that the Commission deem the rate case filing
Compliance item to be moot and thereafter find and conclude that the Company is in compliance
with the Decision and release the Bond, or in the alternative, that the Administrative Law Judge
issue a Procedural Order extending the compliance dates.....”

Analysis

According to the Motion, Johnson filed an Application with the Commission on March
30, 2007, requesting Commission’s authority to sell all of its water and wastewater assets to the
Town of Florence (“Town”). Johnson also requested that the Commission cancel all CC&Ns
previously issued by, or pending before the Commission.

Johnson asserts in its Motion that, based on the March 30, 2007 Application, the only
remaining Compliance item of Decision No. 68237 (the full rate case requirement) “is moot, and
the Bond becomes unnecessary.” According to the Motion, the “Town will assume all

Arizona Comoration Commission



Johnson Utilities Water Company, LLC.
Docket No. WS-02987A-04-0288
Page 2

ownership of the Assets and operation of the utility upon the Commission granting the
Application, presumably during the fourth quarter of 2007, or first quarter of 2008 .... the
Commission would no longer have jurisdiction over the Company, the Assets owned by the
Town, or the Town’s operation of the utility.”

In the event the sale of the assets to the Town is not consummated, Johnson requests the
Commission extend the filing date from May 1, 2007 to June 1, 2008 using a 2007 test year.
Johnson stated in the Motion that it had focused its efforts on “negotiating the sale to the Town
during the time it would otherwise have been preparing the 2006 rate application.”

Regarding Johnson’s request that “the Commission deem the rate case filing Compliance
item to be moot and thereafter find and conclude that the Company is in compliance with the
Decision and release the Bond,” Staff believes it would be premature for the Commission to
deem the rate case filing requirement moot at this time and to release the Bond. The Application
for the sale of assets was filed less than two weeks ago and the Commission has not had an
opportunity to review the filing and conduct an evidentiary hearing on the Matter.

Staff cannot support Johnson’s March 30, 2007 Notice of Compliance and Motion to
Extend as filed. However, Staff is not opposed to a partial extension of time for filing the full
rate case. Johnson has been aware of the requirement to file a rate case for approximately 17
months and Staff believes that Johnson should have begun its efforts to comply with the rate
filing requirement over a year ago. Therefore, Staff recommends that Johnson be granted an
extension of time to file its full rate case until December 31, 2007, using a June 30, 2007 test
year. Extending the due date would give Johnson an additional seven months to comply with the
Commission Order.

It is Staff’s opinion that the requirement for the Bond should remain in effect until the
transfer to the Town is approved (if the Commission so orders). Therefore, Staff recommends
that the decision to release the Bond not be made at this time, but instead be handled as part of
the decision in the transfer to the Town.

Recommendations

Staff recommends (1) the Commission grant an extension of time for Johnson to file its
full rate case until December 31, 2007 utilizing a June 30, 2007 test year, and (2) decide the
question regarding the Bond in the case dealing with the transfer of the Johnson assets to the
Town of Florence.
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