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ARROYO WATER COMPANY, INC.
HC 6 BOX 1048 L

PAYSON, ARIZONA 85541

Nove mbe r 13, 2006
Docke t No. W-04286A-04-0774

Docke t Control
Arizona  Corpora tion Commiss ion
1200 W. Washington Stree t
Phoe nix, Arizona  850007

Attached is  an applica tion by Arroyo Water Company, for approva l of a  Cross-
Connection Tariff. The  purpose  of this  ta riff is  to protect Arroyo Wate r Company wa te r
from the  poss ibility of contamina tion caused by the  backflow of contaminants  tha t may
be present on the  customer's  premises.

S ince re ly,

Kyle  P a rke r
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CROSS-CONNECTION OR BACKFLOW TARIFF

P URP OS E:

The  purpose  of this  ta riff is  to protect
("Com pa ny") wa te r the  pos s ibility

ca use d by the  ba ckflow of conta mina nts  tha t ma y be  pre se nt on the  cus tome r's  pre mise s  by
requiring the  ins ta lla tion and pe riodic te s ting of backflow-prevention a ssemblie s  pursuant to the
p ro v is io n s  o f th e  Ariz o n a  Ad m in is tra t iv e  C o d e  ("A.A.C ". ) R l4 ~ 2 -4 0 5 .B.6  a n d  A.A.C .
R18-4-115.

14495901 I/4//4938 H r 4 4 ,
fr  m o f

REQUIREMENTS:

In compliance with the Rules of the Arizona Corporation Commission ("Commission")
and the Arizona Department of Environmental Quality ("ADEQ"), specifically A.A.C. R14-2-
405.B.6 and A.A.C. Rl8-4-115 relating to backflow prevention:

1. The  Compa ny ma y re quire  a  cus tome r to pa y for a nd to ha ve  ins ta lle d a  ba ckflow-
pre ve ntion a sse mbly ifA.A.c. Rl8-4-115.B or C a pplie s .

2. A ba ckflow-pre ve ntion a s s e m bly re quire d to be  ins ta lle d by the  cus tom e r unde r
P a ra gra ph 1 of this  ta riff s ha ll com ply with the  re quire m e nts  s e t forth in A.A.C.
R18-4-1 15.D and E.

3. S ubje c t to  the  provis ions  of A.A.C. R14-2-407 a nd 410, a nd in  a ccorda nce  with
P a ra gra phs  1 a nd 7 of this  ta riff, the  Compa ny ma y te rmina te  se rvice  or ma y de ny
service  to a  customer who fa ils  to insta ll a  backflow-prevention assembly as  required
by this  ta riff

4. The  Compa ny sha ll give  a ny e xis ting cus tome r who is  re quire d to ins ta ll a  ba ckflow-
pre ve ntion a sse mbly writte n notice  of sa id re quire me nt. If A.A.C. R14-2-410.B.1.a .
is  not a pplica ble , the  cus tome r sha ll be  give n thirty (30) da ys  from the  time  such
writte n notice  is  re ce ive d in which to comply with this  notice . If the  cus tome r ca n
show good ca use  a s  to why he  ca nnot ins ta ll the  de vice  within thirty (30) da ys , the
Company or Commission S ta ff may suspend this  requirement for a  reasonable  period
of time .

**FOR OFFICIAL USE ONLY**

Effective  Date  :
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5. Te s ting sha ll be  in conforma nce  with the  re quire me nts  of A.A.C. R18-4-115.F. The
Company may require  the  customer to pay to have  the  backflow-prevention assembly
tested as long as the Company does not require  an unreasonable number of tests.

The  customer sha ll provide  the  Company with records of insta lla tion and te s ting. For
each backflow~prevention assembly, these  records shall include:

a .
b .
c .
d .
e .

assembly identifica tion number and description,
loca tion
date(s) of test(s),
description of repairs and recommendations for repairs made by tester, and
the tester's name and certificate  number.

In the  event the  backflow-prevention assembly does not function properly or fa ils  any
te s t, a nd a n obvious  ha za rd a s  conte mpla te d unde r A.A.C. R14-2-410.B.l.a . e xis ts ,
the  Company may te rmina te  se rvice  immedia te ly and without notice . The  backflow-
prevention assembly shall be  repaired or replaced by the  customer and re tested.

8. In the  event the  backflow-prevention a ssembly does  not function prope rly or fa ils  a ny
test, or in the  event tha t a  customer fa ils  to comply with the  te s ting requirement, and
A.A.C. R14-2-410.B.l.a . is  not a pplica ble , the  ba ckflow-pre ve ntion a s se mbly sha ll
be  re pa ire d or re pla ce d within fourte e n (14) da ys  of the  initia l dis cove ry of the
de ficie ncy in the  a s se mbly or its  inunction. Fa ilure  to re m e dy the  de fic ie ncy or
dys iimction of the  a sse mbly, or fa ilure  to re te s t, sha ll be  grounds  for te rmina tion of
water se rvice  in accordance  with A.A.C. R14-2-410.

**FOR OFFICIAL USE ONLY**

Effective  Da te :

7.

6.



UTILITIES - NEW APPLICATION
New CC&N
Rates
Interim Rates
Cancellation of CC&N
Deletion of CC&N
Extension of CC&N
Tariff (NEW)
Request for Arbitration
Full or Partially Arbitrated
Interconnection Agreement
Voluntary Interconnection A reedment
Miscellaneous - Specify: 3=,z¢=7/Qrf / s eX

Main Extension
Contract/Agreements
Formal Complaint
Waiver/Rule Variance
Line Siting Committee Case
Small Water Company - Surcharge
Sale of Assets & Transfer of Ownership
Safe of Assets & Cancellation of CC&N
Fuel Adjuster/PGA
Merger

1 Financing..
I/4/2* C5444/z /7

UTILITIES - REVISIONS/AMENDMENTS TO PENDING OR APPROVED MATTERS

Application: Tariff: (Promotional or Compliance)
(Circle One)

Decision No.
Docket No:

Company
Docket Number

*

Cover Sheet
Arizona Corporation Commission

Docket Control Center

Company/Case Name 444900 5 7 4 4  & , 9 4
Doing Business As (d/b/a)

Docket Number (s) 9 9 _  6  7 7 ' /

Description of Document or Nature of Action
Please choose the item that best describes the nature of the case/filing.

SECURITIES or MISCELLANEOUS FILINGS

Affidavit (Publication, Public Notice)
Comments
Exception
Exhibit(s)
Notice of Appearance/Intent
Notice of Errata
Opposition
Petition

OTHER:

Request/Motion for Extension of Time
Request/Motion for a Hearing
Request/Motion for an Intervention
Miscellaneous Request/Motion
Request/Motion for a Re-hearing
Request/Motion to Continue Hearing
Request/Motion to Strike
Response
Testimony
Waiver
Witness List
Intervention

£ 1 4 1  O  7
Date

" 8 8 a
Print the n me of the person whose signature appears on the filing
(i.e. Contact Person, Respondent, Attorney, Applicant, etc.)

•
Revised 10/15/02



When recorded, deliver to

Marian Sheppard, Chief Deputy Clerk
Board of Supervisors

RESOLUTION NO. 07-02-01

BEFORE THE BOARD OF SUPERVISORS

GILA COUNTY, STATE OF ARIZONA

In the Matter of

Application of ARROYO WATER COMPANY, INC

F R A N C H I S  E

for a water franchise

BE IT RESOLVED BY THE BOARD OF SUPERVISORS OF GILA counTy.
STATE OF ARIZONA, THAI

ARROYO WATER COMPANY, INC. ("Franchisee") on January 2

2007, presented to the Gila County Board of Supervisors an application petitioning

that the Board grant it a non-exclusive water franchise for public utility purposes

pursuant to A.R.S. §40-283 to enter upon all present and future public highways

roads, streets, alleys, thoroughfares (except state highways and except within the

present confines of any incorporated city or town) within the unincorporated area of

Gila County known as Pun kin Center Village to construct, operate and maintain

water system facilities along, over, under and across said public highways, roads

streets, alleys and thoroughfares for the provision of water utility service, and

WHEREAS,

Resolution 07-02~01
Page 1 of 6



WHEREAS, the proposed water service area is legally described as the East

half of Section 11, all of Section 12, all of Section 13 and the East half of Section 14

of Township 6 North, Range 10 East, Gila and Salt River Base Meridian, and

the above named peti t ioner is an Arizona publ ic service

corporation that will operate its water utility service in Gila County pursuant to a

Certificate of Convenience and Necessity granted by the Arizona Corporation

WHEREAS,

Commission: and

WHEREAS, upon filing of said application, the Board of Supervisors ordered

the public notice of the intention of the Board to make such a grant by publication

in the Arizona Silver 8e/t, once a week, three times consecutively on January 17,

2007, January 24, 2007, and January 31, 2007, and noticing that on Tuesday,

February 6, 2007, the Gila County Board of Supervisors would consider the

application at the courthouse at 1400 E. Ash Street in Globe; and,

the Arizona Silver Belt has provided the Gila County Board of

Supervisors with an affidavit that the notice had been published at least once a

week for three consecutive weeks in the newspaper, and,

WHEREAS,

WHEREAS,

WHEREAS,

notice was also regularly given pursuant to A.R.S. §38-431, and,

this matter appeared before the Gi la County Board of

Supervisors on February 6, 2007, and no one appeared in opposition thereto, and,

it appears that it will benefit the public safety, health or welfare

in the granting of this franchise and that the Franchisee has complied with all

necessary laws to enable it to receive such a franchise.

WHEREAS,

now, THEREFORE, IT IS RESOLVED that a franchise be granted to

ARROYO WATER COMPANY, INC. for the purpose of entering all present and future

2



public highways, roads, streets, alleys, thoroughfares (except state highways and

except within the present confines of any incorporated city or town) for the period

of fifteen (15) years, unless earlier terminated, to construct, operate and maintain

water service facilities within the unincorporated areas of Gila County, specifically

providing, however, that

1 All rights hereunder are granted under the express condition that the

Board of Supervisors of Gila County shall have the power at any time to impose

such restrictions and limitations and to make such regulations on such highways

roads, streets, alleys and thoroughfares as may be deemed best for the public

safety, welfare and convenience.

2. All rights hereunder are granted on the express condition that the

Franchisee shall bear all expenses, including damage and compensation, for any

alteration of the direction, surface grade or alignment of a county road or any other

such highway, road, street, alley, or thoroughfare occasioned by the exercise of its

franchise rights. If such road improvements are necessary and the Franchisee fails

to make such improvements or bear all expenses necessary within 45 days after

notification by Gila County, this grant shall be immediately rescinded and without

Franchisee shall erect and maintain all necessary safetyany force or effect.

precautions throughout the period of the improvements.

3. All rights hereby granted shall be exercised so as not to interfere or

conflict with any easement or right-of-way heretofore granted by said Board of

Supervisors. Before Franchisee enters upon any highway, road, street, alley or

thoroughfare that requires a right-of-way permit from the Gila County Public Works

3



Division pursuant to Ordinance 97-3, Franchisee shall apply for and receive such a

pe rmit

All water system faci l i t ies constructed, operated and maintained

pursuant to this franchise shall be placed, removed or relocated, initially and

throughout the term of this franchise, along, in, or, under, over and across the said

highways, roads and thoroughfares in such manner and location as the Board of

Supervisors or its duly authorized agents may approve. Such placement, removal

or relocat ion shal l  be done at the sole expense of the Franchisee upon a

determination by the Board of Supervisors of Gila County that such faci l i ties

interfere unduly with vehicular traffic over any such highway, road, street, alley, or

thoroughfare. In all other instances, the costs incurred in relocating such facilities

shall be borne by and added to the costs of the public or private improvement

causing or resulting in such relocation

Franchisee shall indemnify, defend, and save harmless Gila County

from all costs, expenses and liabilities in connection with the grant of this franchise

and exercise of the same by Franchisee

4

The franchise granted herein shall not be deemed exclusive and the

Board of Supervisors expressly reserves the right to grant from time to time similar

franchises over  the same territory, highways, roads, streets, alleys and

The right, privilege and franchise granted herein shall be binding upon

and inure to the benefit of Franchisee, its successors and assigns, provided

however, that no transfer or assignment shall be made without prior written notice

thoroughfares

7

to the Board of Supervisors
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8.

9.

10.

In the event Gila County takes action to dispose of unnecessary public

roadways in accordance with the provisions of Arizona Revised Statutes 28-7201, et

seq., Gila County shall recognize and preserve each of Grantee's prior rights-of-

way, easements, and rights under this Franchise which are affected thereby, as

they existed prior to such disposition.

This franchise is granted upon the express condition that a Certificate

of Convenience and Necessity be acquired from the Ar izona Corporation

Commission wi thin twelve (12) months of the date of this franchise and al l

delinquent property taxes are paid to the Gila County Treasurer within 30 days of

receiving the Certificate of Convenience and Necessity; and if such Certificate is not

acquired within twelve (12) months from this date and the property taxes are not

paid within the required time frame, this franchise shall be null and void.

A copy of the Certi f icate of Convenience and Necessity must be

submitted to the Clerk of the Board of Supervisors within the twelve (12) month

period along with proof of payment of the delinquent property taxes.

This franchise supercedes and revokes any other existing franchise11.

between Gila County and Arroyo Water Company, Inc.

Board of Supervisors of Gila County, State of

Arizona, by its chairman and clerk, have hereunto set their hand and caused its

official seal to be affixed this 6th day of February 2007.

IN WITNESS THEREOF the

Gila County Board of Supervisors

$344 ,
Steven L. Besich, Clerk
Gila County Board of Supervisors

5



APPROVED AS TO FORM

Bryan Chamlrfers
Chief Deputy CoLI/Sty Attorney

The foregoing terms and conditions are hereby accepted by the Franchisee

Bv

Title

u  I % ¢ / ( m » ~

CtWWMA,

Date 1,z,~07

6
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KYLE PARKER
HC 6 BOX 1048 H

PAYSON. ARIZGNA 85541
928-474-1766

FAX! 92.8-474-7812

November 22. 2006

Marian Sheppard
Gila County Board of Supervisors
1400 E. Ash
Globe. Arizona 85501
Phone: 928-402-8757
Fax: 928-402-8755

Re: Arroyo Water Company, Inc
Franchise

De a r Ms . S he ppa rd

In response  to our phone  conversa tion and your le tte r written November 22, 2006, rece ived via  fax, we
are  a ttempting to provide  you with the  following reques t information

It is  the  full intention of Kyle  Pa rke r upon rece ipt of the  CC&N, granted by the  Arizona  Corpora tion
Commiss ion and Franchise  issued by Gila  County to within the  30 days  to bring current the  property
taxes owed to Gila  County Treasurer by Arroyo Water Company Inc
(Approxima te ly $10,000)

Sincere ly

Kyle  P a rk
Copy: Arizona  Corpora tion Commiss ion

Nota ry bw///4 WE
Tre for going ins trument was  acknowledged be fore  me  this day of 200_@_, By

4/Kt'/` who is personally known by me or has produced
2 8 8  M 9 1 4 4 7 5 as identification and who did/did not take an

oath
X M647

V QW _ _ I
signature  of person taking

W /4
pei owlédgement

a cknowle dge me nt
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Tommie C. Martin, District I
P.O. Box2297, Payson85547
(928)474-2029
tmartin@co.gila.az.us

"L
9:-
E

he9

Steven L. Beseech, County Manager/
Clerk of the Board of Supervisors

(928)402~8761
sbesich@co.gi1a.az.us

José M. Sanchez, District II

'v GILA

v"°*ll
1:
usu
8

(928)402-8753
jsanchez@c<>.gi1a.az.us lam

GILA COUNTY

John E Nelson, Deputy County Manager

(928)402.8754
jnelson@co.gi1a.az.us

Shirley L. Dawson, District [II
(928)402-8511
sdawson@co.gila.az.us

BOARD OF SUPERWSORS
1400 E. Ash

Globe, Arizona 85501

November 22, 2006 via facsimile transmission to 928-474-7812

Mr. Kyle Parker
Arroyo Water Company
HC 6 Box 1048 L
Payson, Arizona 85541

Re; Arroyo Water Company

Door Mr. P a rke r:

Lm order that you, the Arizona Corporation Commission (ACC) and 1 are all on the same page
with regard to Arroyo Water Company (Arroyo), I will recap the conversation l had with Brian
Bozzo of the ACC and the verbal agreement you and I made on the phone earlier today, as
follows:

oQ.; 11/20/06 - I spoke with Mr. Bozzo regarding the issues pertaining to Arroyo. Mr. Bozzo
and I agreed that the ACC and Gila County are both in a "catch 22" situation with regard
to Arroyo. The ACC is requesting that Arroyo meet 8 requirements before the ACC will
issue Arroyo a Certificate of Convenience and Necessity (CC&N). One of the 8
requirements is that Arroyo must obtain a franchise license from the Gila County Board
of Supervisors (BOS). The BOS will not issue a franchise license until the issue of
ownership has been confirmed by the ACC and an agreement has been made regarding
payment of back property taxes owed to Gila County in the amount of approximately
S10,000.

presented Mr. Bozzo with a possible resolution to the situation. If the ACC concurs
with me on the next step in the process, Twill process the franchise license application for
Arroyo with the condition that BOS approval is contingent upon: 1) Arroyo presenting a
copy of the CC&N issued by the ACC within a certain period of time (6 months or l year
as recommended by the ACC); and, 2) the back taxes are paid to the Gila County
Treasurer within 30 days from mc time the BOS issues the franchise license.

11/20/06 .- After our phone conversation, Mr. Bozzo sent me an email stating that he will
talk with the ACC analyst assigned to the case (Ms. Blessing Chukwu) and the ACC
engineer assigned to the case (Mr. Del Smith) regarding my proposal. We agreed that .
will not proceed further with the application until Shear back from Mr. Bozzo.

(928)425-3231

o0.0

Fax (928)425-0319 T.D.D. (928)425-0839
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Mr. Kyle Parker
November 22, 2006
Page Two

11/21/06 .-. You and I agreed as follows

You will fax me a copy of the purchase agreement between Kyle and Kacy Parker
and Rich Williamson. (I received the Addendum to Purchase Agreement; however, I
would also like you to send the Purchase Agreement.)

2. You will send me the most current financial statements for Arroyo to process with the
franchise license application.

3. You will send me a letter advising of the situation wide the ACC and where you stand
to date with the application you submitted to Gila County. This will letter will help
the BOS and the County Attorney's Office review the application. (You may want to
start your letter by explaining the initial purchase transaction and that unbeknownst to
you at the time of purchase Mr. Williamson should have contacted the ACC before he
sold the company to you, as it is a requirement of the ACC to be in formed. From
there I would list the ACC's 8 issues of conoem and whore you stand to date on those
issues and that you and I worldng together with the ACC to resolve all of the
problems. Please also state that you intend to pay the back taxes owed to Gila County
within 30 days from the time the BOS issues the franchise license.)

I will Ill you know when I hear back from Mr. Bozzo. Please don't hesitate to call if you have
any questions or concerns at 928-402-8757.

Sincerely,

Marian Sheppard
Chief Deputy Clerk of the Board

/ms

Brian Bozzo via email

TOTAL P.03

1.

mm I l I 1111111 _



L. A. p. CCNTRACTING
DBA/ PARKER EXCAVATING

HC 6 BOX 1048 H
PAYSON. ARIZONA 85541

928-474- 1766
FAX: 928-474-7812

December 28. 2006

Ms. Marian Sheppa rd
Gila  County Boa rd of Supe rvisors
1400 E. As h
Globe , Arizona  85501
Phone : 928-402-8757
Fa x: 928-402-8755

RE: Arroyo Wate r Company
Applica tion for Fra nchise

Dear Ms. Sheppard,

On beha lf of Arroyo Wate r Company, L.A.P . Contracting db/Pa rke r Excava ting, wish to
submit our most current financia l s ta tement for the  yea r 2005. The  purpose  of L.A.P .
submitting financia ls  is  due  to it be ing the  financia l support for Arroyo Wate r Company
until the  CC& N is  approved. At this  time , Arroyo has  not genera ted enough revenue  to
pay monthly expenses.

We have  submitted to the  Arizona  Corpora tion Commission the  requested items with
exception to our Annua l Reports  and this  franchise  which we  a re  working on a t this  time .

Thank you for your e fforts  on our beha lf. It is  advantageous  to our customers  and a ll
involve d to e xpe dite  the  CC&N.

S ince re ly,

Kacy Pa rke r
Kyle  P a rke r

Enclosure : Financia l Report for L.A.P . Contracting
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FROM: Ernest G
Dire cts
Utilitie s  Di4'is ion

June 24. 2005

S TAFF REP ORT FOR KACY P ARKER DBA ARROYO WATER COMP ANY
AP P LICATION FOR CERTIFICATE OF CONVENIENCE AND

NECESSITY AND FOR THE APPROVAL OF SALE OF ASSETS (DOCKET NO
w-04286A_04-0774)

Attached is the Staff Report for Kacy Parker db Arroyo Water Company, Inc.'s
application for Certificate of Convenience and Necessity and for the approval of sale of assets
Staff recommends that the Company provide additional information to Staff

EGJ:BNC:lhm

Originator: Blessing Chukwu

Arizona Corporation Commission

DOCKETED

JUN 24 2005
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Service List for: Arroyo Water Company, Inc.
Docket Nos. W-04286A-04-0774

I

Mr. Kacy Parker, P resident
Arroyo Wate r Company, Inc.
HC6 Box 1048-H
P a yson, Arizona  85541 s

Mr. Richard Williamson
Arroyo Water Company, Inc .
Post Office Box 231
Young, Arizona 85554

Mr. Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Christopher C. Kempley
Chief, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ms. Lyn Farmer
Chief Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

I

I

9
1

I

I
l

i



STAFF REPORT
UTILITIES DWISION

ARIZONA CORPORATION COMMISSION

ARROYO WATER CQMPANY. INC
DOCKET no. W-04286A-04~0774

APPLICATION FOR CERTIFICATE OF
CONVENIENCE AND NECESSITY AND FOR APPROVAL OF SALE OF ASSETS TO

KACY PARKER DBA ARROYO WATER COMPANY. INC

JUNE 2005



STAFF ACKNDWLEDGIVIENT

The Staff Report for Kacy Parker db Arroyo Water Company (Docket No. W-04286A
04-0774) was the responsibility of the Staff members signed below. Blessing Chukwu was
responsible for  the review and analysis of the Company's appl icat ion . John  Chelus was
responsible for the engineering and technical analysis. James J. Dort was responsible for the rate
analysis

Blessing Chukwu
Executive Consultant

John Chelus
Utilities Engineer

ame LD
Chief Accountant



EXECUTIVE SUMMARY
ARROYO WATER COMPANY. INC

APPLICATION FOR CERTIFICATE OF CONVENIENCE AND NECESSITY AND
FOR APPROVAL OF SALE OF ASSETS

DOCKET NO. W-04286A-04-0774

On September 13, 2004, a Procedural Order was issued, in Docket No. W-03672A-01
0474, directing Kyle and Kacy Parker ("the Parkers") to file an application for sale of assets and
for transfer of the current Certificate of Convenience and Necessity ("CC&N") for Arroyo Water
Company, Inc. On October 19, 2004, Kacy Parker db Arroyo Water Company, Inc ("Arroyo
Water" or "Company") tiled an application with the Arizona Corporation Commission ("ACC
or "Cornlnission") for issuance of a new CC&N to provide water service in a portion of Gila
County, Arizona, and for approval of the sale of assets to Kacy Parker

On April 19, 2005, Staff was directed by Procedural Order to file the instant Staff Report
addressing the ownership and operational status of Arroyo Water, as well as any ongoing issues
with respect to Arizona Department of Environmental Quality compliance issues and Staffs
recommendation regarding the proposed transfer of assets and issuance of a CC&N to Kacy
Parker db Arroyo Water Company, Inc

Kacy Parker db Arroyo Water Company, Inc. is an Arizona public service corporation,
in good standing with the Commission's Corporations Division and is engaged in providing
water utility service to approximately 91 customers in a portion of Gila County, Arizona. The
Company is the successor-in-interest to die assets of Arroyo Water Company, Inc., db Tonto
Basin Water Company ("Tonto Basin"), a defunct public serv ice corporation owned and
operated by Mr. Richard Williamson. Tonto Basin was lined and sanctioned by the ACC for
failure to comply with Arizona Law, Commission Rule and Commission Order. (See Decision
Nos. 61149 and 61892.)

Mr.  Kacy Poker arld Mr.  Kyle Parker purchased the Company from Mr.  Richard
Williamson for $45,000 on March 25, 2003. Mr. Kacy Poker is the President of the Company
whereas his father Mr. Kyle Parker is the Vice President. Mr. John Otter is the on-site manager

According to the Arizona Department of Environmental Quality ("ADEQ"), Arroyo
Water has no major deficiencies and is currently delivering water that meets water quality
standards required by Arizona Administrative Code, Title 18, Chapter 4. However, the ADEQ
indicated in its report that "[i]t appears as though this system does not have the minimum storage
capacity that is equal to its population's average daily water

In order for Staff to determine whether or not to support the relief requested by Arroyo
Water, Staff needs additional information in order to complete its review and analysis. As such
Staff recommends

1. That the Company be required to provide its water use data sheet
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2. Tha t the  Compa ny be  re quire d to provide  the  re que s ts  for s e rvice  from prope rty
owne rs  in the  s e rvice  te rritory tha t is  cove re d by the  CC&N a pplica tion tha t a re
outside  the  origina l Sheer Speed CC&N area .

3. That the Company be required to provide evidence or an affidavit that proper notice
was provided to the affected customers regarding the application for CC&N and for
approval of sale of assets.

4. That the  Company be  required to Elle  its  annual reports for the  years 2003 and 2004.

5. That the Company be required to provide to Staff information about the proposed
new well and the proposed additional storage. In addition, the Company should be
required to provide a description of what the Company plans to do to meet production
and storage needs and the time table for completion. The information should include
information such as well ID number, production capacity and water quality of the
well, location of proposed storage tank, size and how it will be tied to the system.

6..That the Company be required to provide arsenic concentration levels for the existing
well and the proposed well. If either well has an arsenic concentration higher than 10
ppb, the Company shall also submit an arsenic treatment plan.

7. That the Company be required to provide the Gila County franchise approval for the
area being requested.

8. That the Company be required to provide a certification, receipt and/or cancelled
check Hom Gila County Treasurer's Office that all liens have been paid.

With regards to the proposed rates and charges, Staff recommends:

1. That the Company be required to charge the rates and charges noted at Exhibit I. In
addition to collection of its regular rates and charges, the Company may collect from
its customers a proportionate share of any privilege, sales or use tax pursuant to
A.A.C. R14-2-409.D5.

I

2. That the Company be required to file Mth Docket Control a schedule of its approved
rates and charges using the name Arroyo Water Company, Inc., within 30 days from
the date of the Decision issued in this matter.

3. That the Company be required to f i le a general rate application, if  it wishes to
increase its rates.

4. That the Company be required to maintain its books and records in accordance with
the NARUC Uniform System of Accounts.
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Introduction

On September 13, 2004, a Procedural Order was issued, in Docket No. W-03672A-01
0474, directing Kyle and Kacy Parker ("the Parkers") to tile an application for sale of assets and
for transfer of the current Certificate of Convenience and Necessity ("CC&N") for Arroyo Water
Company, Inc

I
I
.

I

I

I

On October 19, 2004, Kacy Parker db Arroyo Water Company, Inc ("Arroyo Water" or
"Company") tiled an application with the Arizona Corporation Commission ("ACC" or
"Commission") for issuance of a new CC&N to provide water service in a portion of Gila
County, Arizona, and for approval of the sale of assets to Kacy Parker.

I

On April 19, 2005, Staff was directed by Procedural Order to file the instant Staff Report
addressing the ownership and operational status of Arroyo Water, as well as any ongoing issues
with respect to Arizona Department of Environmental Quality compliance issues and Staffs
recommendation regarding the proposed transfer of assets and issuance of a CC&N to Kacy
Parker db Arroyo Water Company.

Background

Kacy Parker db Arroyo Water Company, Inc. is an Arizona public service corporation,
in good standing with the Commission's Corporations Division and is engaged in providing
water utility service to approximately 91 customers in a portion of Gila County, Arizona. The
Company is the successor-in-interest to the assets of Arroyo Water Company, Inc., db Tonto
Basin Water Company ("Tonto Basin"), a defunct public serv ice corporation owned and
operated by Mr. Richard Williamson. Tonto Basin was fined and sanctioned by the ACC for
failure to comply with Arizona Law, Commission Rule and Commission Order. (See Decision
Nos. 61149 and 61892.)

I

According to the Commission Record (Decision No. 61149, issued on October 7, 1998),
Tonto Basin was ordered by the Commission to resolve certain problems within 60 days. In
addition, Tonto Basin was ordered to file within 30 days of the date of Decision No. 61149,
evidence that it had submitted all required water samples to the appropriate entities. In Decision
No. 61892, issued on August 27, 1999, the Commission concluded and found that Tonto Basin
failed to resolve all the problems listed in Decision No. 61149. As a result, the Commission
ordered Tonto Basin to pay within 90 days of the date of Decision No. 61892, the $2,300
administrative fine assessed in Decision No. 61149. Also, in Decision No. 61892, the
Commission encouraged Tonto Basin to sell Me water company "[f]or the long-tenn good of the
CC&N area as well as the area surrounding the CC&N area." Decision No. 61892 states "....the
$2,300 fine shall be waived if Tonto Basin......sells the water utility stock or assets to a
certified operator approved by the Commission within 90 days of the date of this Order."
Further, Decision No. 61892 states "that failure of Tonto Basin.... to either sell the water
utility or resolve the problems......shall be a violation of Commission Order and will result in aI

I

I

I
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ire of $100 per day effective 91 days
problems are resolved."

after the date of this Order and continuing until the

On or about May 5, 2003, Utilities Division Consumer Services Staff ("Consumer
Services") received information Nom a customer contact that led Consumer Services to believe
that an ownership change had Occurred for Tonto Basin via a flyer that accompanied the
customer's bill. The only information that was available to contact the new owners was a P.O.
Box address. On May 14, 2003, Consumer Services sent a letter to the address requesting
information relating to the new owner. The letter raised questions about the validity of the
Company's CC&N and requested the docket number of any existing application for approval of a
sale of assets. On May 20, 2003, and June 24, 2003, Staff received responses from Mr. Kyle
Parker who indicated that he and his son, Mr. Kacy Poker, had purchased the outstanding shares
of stock in Tonto Basin iron Mr. Richard Williamson, and that the Parkers would be filing a
CC&N application.

On September 13, 2004, a Procedural Order was issued, in Docket No. W-03672A-01-
0474, requiring Kyle and Kacy Parker to file, by no later than October 15, 2004, an application
for sale of assets and for transfer of the can°ent CC&N for Arroyo Water Company, Inc. Also,
the Procedural Order required Staff to provide appropriate guidance to the Parkers to assist in
tiling the application, and that the Parkers cooperate hilly with Staff's requests for information
related to the application. Further, the Procedural Order required Mr. Richard Williamson, on
behalf of Arroyo Water Company, Inc., to cooperate fully with Staff's requests for infonnation
given his status as the owner of record of Arroyo Water Company, Inc., which holds the CC&N,
and as the Certified Operator of Arroyo Water system. Finally, the Procedural Order ordered
that Docket No. W-03672A-01-0474 remain open until further order of the Commission and if
the Parkers and/or Mr. Williamson fail to cooperate fully with Sta£f's information requests, or
fail to comply with the directive to tile an application for sale or transfer of assets and transfer of
CC8cN, that Staff tile a motion to renew its Complaint in Docket No. W-03672A-01-0474 and
seek any and all appropriate remedies to ensure protection of the health, safety and welfare of
Arroyo Water's customers.

I

I
I

On October 19, 2004, Kacy Parker db Arroyo Water Company, Inc. filed an application
with the Commission for issuance of a new CC&N to provide water service in a portion of Gila
County, Arizona, and for approval of the sale of assets to Kacy Parker.

The Water System

Arroyo Water system's assets consist of a Main Well that pumps 90 gallons per minute, a
12,000 gallon storage tank, a 1,000 gallon pressure tank, a 5 hp well pump, a 3 hp well pump, a 3
hp booster pump, controls and electrical service at well site, 91 metered connections, and
assorted pipe valves and service lines.
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Owne rs hip S ta tus

1

On June 8, 2005, Staff met with Mr. Kacy Parker for a site inspection of the Arroyo
Water system. During the site inspection, Mr. Kacy Parker informed Staff that the Company
was purchased from Mr. Richard.Willia1nson for $45,000 on March 25, 2003. The "Addendum
to Purchase Agreement for A11 Assets of Arroyo Water Company, Inc." ("Addendum") attached
to Staffs May 24, 2004 Memorandum filed in Docket No.W-03672A-01-0474 supports die
assertion. According to the Addendum, $40,000 of the payment was in Cashiers Check #
0629004058 whereas $5,000 was in exchange for already completed labor and material. The
Addendum listed Kyle and Kacy Parker as the Buyer. The sale was conditional on ACC's
approval and that all fines or levies be removed by Mr. Richard Williamson prior to final
transfer. A copy of the "Certiiicate for 1,000 shares of the Capital Stock of Arroyo Water
Company, Inc." ("Certificate"), issued to Mr. Richard S. Williamson and Ms. Jill R. Williamson
on March 15, 1991, was attached to the instant application for CC&N and for approval of sale of
assets. The Certificate signed by Mr. Richard S. Williamson and Ms. Jill R. Williamson on
March 25, 2003, states: " For Value Received, we hereby sell, assign and transfer unto Kyle
Parker and Kacy Parker 1,000 Shares of the Capital Stock represented by the within Certificate
and do hereby irrevocably constitute and appoint Jill R. Williamson to transfer the said Stock..."

The Company still operates under the corporate name "Arroyo Water Company, Inc.".
Mr. Kacy Parker serves as the President of the Company while his father, Mr. Kyle Parker,
serves as the Vice President. Each of the Parkers owns 50 percent of the 1,000 shares of the
Company According to Mr. Kacy Parker, Mr. Kyle Parker serves primarily as an investor in
the Company and is not involved in the day-to-day operations of the Company Mr. Kyle
Parker's involvement is limited to advice when it is requested.4

Operational Status

I

I
t

Arroyo Water system is located near the Town of Punldn Center, Arizona, approximately
43 miles from Payson, Arizona, iN Gila County. The system had 84 customers two years ago
when it was bought from Mr. Williamson and currently has 91 customers. Approximately 85
percent of the customers are full-time residential customers and 15 percent are seasonal
customers. Arroyo Water currently has one employee, Mr. John Otten, who is the on-site
manager. According to Mr. Kacy Parker, Mr. Otter serves as the 24 hour contact and provides
basic maintenance to the system (including new meter installation, collecting and delivering
samples to Flagstaff; cleaning and weed eating the system and fixing small system problems

1 Mr. John Chelus, ACC Utilities Engineer, conducted a site inspection of the Arroyo Water system on June 8, 2005.
2 On June 13, 2005, Mr. Brian Bozzo, Manager of the ACC Utilities Division Compliance and Enforcement Section,
had a Telephone Conference call with Mr. Katy Parker and discussed ownership and operational status of Arroyo
Water Company, Inc.
3 14.
4 id.
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such as faulty float switch or hole in the pressure tank).' Mr. Parker and Mr. Otter conduct the
testing of the system

According to the Addendum mentioned above, "Rich Williamson will remain on staff as
a Registered Water Operator and Professiond Engineer for a period of 4 years from the transfer
date." According to Mr. Kacy Parker, although the contract provides for Mr. Williamson to
provide professional engineering services to Arroyo Water, Mr. Williamson has not been
involved in the operation of the company in approximately two years.' However, Mr. Kacy
Parker stated that Mr. Williamson could potentially be invved in any larger prob ects that might
be required such as main line extensions and a storage tank

Arizona Department of Environmental Quality ("ADEQ") Compliance Issues

Staff contacted the ADEQ to determine the status of Arroyo Water's compliance with
ADEQ. In response to Staffs request, ADEQ provided a Drinking Water Compliance Report
The report indicates that Arroyo Water has no major deficiencies and that die Company is
currently delivering water that meets water quality standards required by Arizona Administrative
Code, Title 18, Chapter 4. However, the ADEQ indicated in the report that "[i]t appears as
though this system does not have the minimum storage capacity that is equal to its population's
average daily water demand

According to Staff 's July 30, 2004 Memorandum tiled in Docket No. W-03672A-01
0474, Mr. Pat Finton of ADEQ informed Mr. Katy Parker on July 29, 2004, during a meeting
between Staff, Mr. Parker and Mr. Finton that a Notice of Violation would be issued for lack of
storage during the next ADEQ inspection. According to the Drinldng Water Compliance Report
the last ADEQ inspection was done on February 22, 2000. During the June 13, 2005 Telephone
Conference Call between Staff and Mr. Kacy Parker, Mr. Parker aclmowledged that he was
aware that the system has storage and pressure problems and that ADEQ had told the Company
not to hook-up new customers until the storage/pressure issue is addressed

During die June 8, 2005 site inspection, Staff noted that the Company has not yet added
any storage to the system, but is in the process of acquiring additional wells that will be added to

the system as soon as the Commission issues a CC&N to the Company. The Company has a site
available to install a storage tank, pressure tanks, and booster ptunps and has purchased another
well which will become part of the system once the ownership transfer is approved. The water
system at times experiences low pressure problems. Staff believes that the low pressure
problems would be solved if the storage and booster facilities were installed

June 13, 2005, Telephone Conference Call between Mr. Bozzo and Mr. Kacy Parker
Id

Id
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ACC Compliance Issues

I

I

Decision No. 61149 requlr'ed Arroyo Water Co. db Tonto Basin Water Co., Sheer
Speed, Inc. to file certain test results relating to ADEQ and assessed a $2,300 administrative fine
if problems not resolved within a certain timeframe, The Decision ordered further proceedings
in this matter to determine ff the Ene could be reduced based on the ability of the Company to
resolve those issues. In Decision No. 61892 issued August 27, 1999, it was determined that the
Company had failed to satisfy or resolve all the problems listed in Decision No. 61149. As a
result, the $2,300 fine was not reduced. Other compliance requirements in Decision No. 61149
were superseded by Decision No. 61892. The Compliance database indicates that the $2,300
fine was paid by Mr. Richard Williamson on November 29, 1999.

I

I

Under the db name Tonto Basin Water Company, Sheer. Speed, Inc., a check of the
Compliance database indicates that there were three delinquent compliance items. The three
compliance items relate to Decision No. 61892 ordering the Company to sell the utility within 90
days or correct certain problems. The problems to be resolved were the continued billing
problem, complaints that customers were unable to contact the Company, and the refund of
$8,250 to JKM Investments for the main extension or resolution of the storage/water supply
issue to the satisfaction of the Commission. Decision No. 61892 clearly indicated that if the
problems were not resolved or the water utility was not sold within the 90 day period, the utility
would be fined $100 per day thereafter. In June of 2000, Staff ilea a memorandum in the docket
indicating that it had not received evidence from the Company which would indicate that steps
were taken to comply with Commission Decision Nos. 61149 and 61892 and requested the
Hearing Division to issue an Enforcement Order against the Company assessing a penalty of
$100 a day as Ordered in Decision No. 61892. An Enforcement Order was issue June 16, 2000
finding that the Company had failed to comply within 90 days of Decision No. 61892, and a
penalty was due to date for the Company being 203 days past the compliance date of
November 26, 1999. The Company was ordered to pay a penalty of $20,300 as of the date of the
Enforcement Order. It was further ordered that financial penalties would continue to accrue
against Arroyo Water Co., Inc., db Tonto Basin Water Co., Sheer Speed, Inc. as previously
ordered in Decision No. 61892. On July 6, 2000, Richard Will iamson, on behalf  of the
Company, Sled an application for reconsideration and hearing to demonstrate information on
compliance. Although the docketed request shows a stamped re-hearing date of July 26, 2000,
no further activity is documented in the docket. The Company was subsequently sold to the
Parkers on March 25, 2003.

I

I.
Rates and Charges

I

n

The Company's current rates and charges were approved in Decision No. 57512
(August 14, 1991) and became effective on September 1, 1991. These rates and charges are
noted at Exhibit I. At dirt time the Company was owned by Sheer Speed, Inc. db Tonto Basin
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Water Co." The Company changed its name to Arroyo Water Company, Inc. on February 1

In the instant CC&N application, the Company has proposed that new rates go into effect
Staff is recommending that if the Company wishes to increase its rates, it should submit a
general rate filing using thelmost recent 12 month period for its test period. Staff will then be
able to review the actual costs being experienced by die Company and properly evaluate the rate
increase request

Other Relevant Information regarding ArroyoWater

Although not specifically requested as part of the update, Staff believes that the record
should reflect that there is an issue as to whether the $100 per day fine that was ordered
by the Commission in Decision No. 61892 (August 27, 1999) stopped on March 25, 2003
once Mr. Williamson sold the Company to the Parkers or continues to accrue until the
Commission approves the instant application. As of June 15, 2005, the fine is estimated
at approximately $201,400. If the line stopped on March 25, 2003, then Mr. Williamson
is obligated to pay approximately $121,600, pursuant to Decision No. 61892. Staff
believes that the Parkers should not be liable for any accrued fines under Decision No
61892 since the Decision is only applicable to Mr. Richard Williamson, the prior owner
of the Company

During the June 8, 2005 site inspection, Mr. Kacy Parker informedStaff Mat there is still
an outstanding lien with Gila County for property taxes of over $9,000. As part of the
sale agreement, in addition to the $45,000, Mr. Kacy Parker alleged the Parkers gave Mr
Williamson a cashier's check for $2,000 of the $9,000 tax lien._According to the Parkers
Mr. Williamson was to pay off the lien, but has never done so

The Company is requesting approval for a service aea much larger than was previously
approved for Sheer Speed, Inc. The area is growing very fast and according to the
Company, there have been many requests for service

• The Company has not filed an annual report

The Company has not provided the arsenic concentration level for its well

Sheer Speed, Inc. was the predecessor to Arroyo Water Company, Inc., db Tonto Basin Water Company. Sheer
Speed, Inc.'s was granted a CC&N by Decision No. 49584 (January 5, 1979) and the CC&N was revokedby
Decision No. 62949 (October 10, 2000)

On June 13, 2005, at 4:45pm, Blessing Chukwu called the Gila County Treasurer's Office (928-402-8703) to
verify the outstanding property tax owed by Arroyo Water Company, Inc. According to Ms. Terri Towell of the
Gila County Treasurer's Office, the outstanding amount as of June 13, 2005, is $8,886.53. After June 27, 2005, the
amount will increase. Ms. Towell, also stated that had Mr. Richard Williamson paid the property tax on March 26_
2003, he would have been responsible for $5,600.83. $3,285.70 is the amorite of property tax that has accrued since
Arroyo Water Company, Inc. was acquired by the Parkers
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According to Utilities Division's Consumer Services Database, there were eight
complaints, inquiries and/or opinions received from 2003 through June 14, 2005., They
include one billing address inquiry, one no bill received, two billing disputes, two outages
(one low pressure and one interruption - no water), and two inquiries on CC&N.

Recommendation \

I

I

In order for Staff to determine whether or not to support the relief requested by the
Arroyo Water, Staff needs additional information in order to complete its review and analysis.
As such, Staffrecommends:

1. That the Company be required to provide its water use data sheet.

2. That the Company be required to prowlde the requests for service from property
owners in the service territory that is covered. by the CC&N application that are
outside the original Sheer Speed CC&N area.

3. That the Company be required to provide evidence or an affidavit that proper notice
was provided to the affected customers regarding the application for CC&N and for
approval of sale of assets.

4. That the Company be required to file its annual reports for the years 2003 and 2004.

5. That the Company be required to provide to Staff information about the proposed
new well and the proposed additional storage. In addition, the Company should be
required to provide a description of what the Company plans to do to meet production
and storage needs and the time table for completion. The information should include
information such as well ID number, production capacity and water quality of the
well, location of proposed storage tank, size and how it will be tied to the system.

6. That the Company be required to provide arsenic concentration levels for the existing
well and the proposed well. If either well has an arsenic concentration higher than 10
ppb, the Company shall also submit an arsenic treatment plan.

I
7. That the Company be required to provide the Gila County franchise approval for the

area being requested,

»
8. That the Company be required to provide a certification, receipt and/or cancelled

check from Gila County Treasurer's Office that all liens have been paid.

With regards to the proposed rates and charges, Staff recommends:

1. That the Company be required to charge the rates and charges noted at Exhibit I. In
addition to collection of its regular rates and charges, the Company may collect from

I

I

n

I
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its  cus tome rs  a  proportiona te  sha re  of a ny privile ge , s a le s
A.A.C. R14-2-409.D5

or use tax pursuant to

2. That the Company be required to file with Docket Control a schedule of its approved
rates and charges using the name Arroyo Water Company, Inc., within 30 days ii'om
the date of the Decision issued in this matter

3. That the Company be required to File a general rate application, if it wishes to
increase its rates

4. That the Company be required to maintain its books and records in accordance with
theNARUCUniform System of Accounts
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TARIFF SCHEDULE

UTILITY: TONTO BASIN WATER CO
DOCKET NO: U~2337-91-052

PAGE. 1 OF 2
DECISION NO. 57512
EFFECTIVE: SEPT. 1 9 1991

RATES AND CHARGES

CUSTOMER/MINIMUM CHARGE
PER MONTH

SERVICE LINE & METER
INSTALLATION CHARGES

5/8 x 3/4"
METER GALLONS
5/a x 3/4" $ 16.00 FOR 1,000

$ 16.00 FOR 1,000
$ 20.00 FOR 1
$ 75.00 FOR 1,000
$120.00 For 1,000
$225.00,FOR 1,000
$375.00 For 1,000
$562.50 FOR 1,000
$750.00 For 1,000

1 1/211
2

$ 265.00
$ 295.00
$ 345.00
$ 520.00
s 725.00
$ 975.00
$1550.00
$2338.00
$3125.00

COMMODITY CHARGE ( EXCESS OF MINIMUM]

$0.75 PER 1,000 GALLONS

SERVICE CHARGES

1. ESTABLISHMENT (R14-2-403.D.1)
2. ESTABLISHMENT/AFTER HOURS (R14-2-403.D.2)
3; RECONNECTION/DELINQUENT (R14T2-403;D.1)
4. NSF CHECK (R14-2-409)
5. METER REREAD/IF CORRECT (R14-2-408.c.2)
6. METER TEST/IF CORRECT (R14-2-408.F.1)
7. DEFERRED PAYMENT (R14-2-409.G.6)
8. DEPOSIT INTEREST (R14-2-403.B.3)
9. DEPOSIT (R14-2-403.B.7)
1O.LATE FEE ($0-$30) 15+ DAYS poem BILLING
11.LATE FEE ($30.01-$600 15+ DAYSIPOST BILLING
12.TEMPORARY TURNOFF
13.REESTABLISHMENT W/N 12 MOS (R14-27403.D.1)

$15.00
$30.00
$15.00
$10.00
$10.00
$25.00
1%.PER MONTH
PER RULE
PER RULE
1.5% PER MONTH
1.5% PER¢M0NTH
1.5% PER MONTH
MONTHS OFF THE SYSTEM
TIMES THE MINIMUM

OTHER RATES AND CHARGES APPROVED BY ORDER

IN ADDITION TO THE COLLECTION OF ITS REGULAR RATES AND CHARGES, THE
COMPANY SHALL COLLECT FROM ITS CUSTOMERS THEIR PROPORTIONATE SHARE OF
ANY PRIVILEGE, SALES OR USE TAX IN ACCORDANCE WITH R14-2-409.D.5
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TARIFF SCHEDULE

TONTO BASIN WATER CO
DECISION #57512
EFFECTIVE SEPT.
PAGE 2

1. 1991

MONTHLY SERVICE CHARGE FOR FIRE SPRINKLERS

411 OR SMALLER $ 16.00
20.00
75.00
120.00
225.00

10"
LARGER THAN 10"

I

l
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.MEMQBQEQQM

Blessmq Chukwu
Executive Corlaultant HI
UtIlitIes DlvI5lon

FROM: Barb Wells
Informat»OT1 Technology Speclahst
Utll\tle5 Dlvlslon

THRU; Del 5mlth 05,
Enqmeermg Supervisor
Utllltle5 Dlvl51on

DATE : June 13. 2005

RE IBIIIIYU WATER eumrnuv, 11112. rnncm 110. W-04286I-04-0714]

The area requested by Arroyo for a CC¢N has been plotted with no comphcatlona
u51nq the legal de5crlptIon provided wlth the applncatlon (a copy of which 15 attached)

Also attached us a copy of the map for your files

Attachmer\t5

cc: Docket Control
Arroyo Water Company, Inc
Mr. John Chelus
Ms. Deb Person (l'Iand Cairned)
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PROPOSED CCN 4122A

ARROYO WATER C0M1'ALN'Y. INC

The East half Rf Seexioni 11, all of Section 12, all of Section 13 andthe East half at
Station 14 of Township 6 North, Range 10 East, Gila and Salt .River Base Meridian

TOTRL p.ra'a
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IN THE MATTER OF THE APPLICATION OF
KACY PARKER DBA ARROYO WATER, co.
FOR A CERTIFICATE OF CONVENIENCE
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EXECUTIVE SUMMARY
KACY PAKER DBA ARROYO WATER COMPANY

DOCKET no. W-04286A-04-0774

This testimony provides Utilities Division Staff' s ("Start") analysis and recommendation
r ega r ding Kacy Pa r ker  db Ar r oyo Wa ter  Compa ny's  a pp lica t ion for  a  Cer t if ica t e of
Convenience and Necessity ("CC&N") to provide water service and for approval of the sale of
assets to Kacy Parker.

The Company's well production is adequate to serve the existing base of customers plus
some growth. However, the system currently has inadequate storage capacity. Arroyo Water's
proposed storage additions will be sufficient to meet the needs of the existing customer base and
live years of growth using the growth projections provided in the application. The arsenic levels
reported by the Company for the Arroyo Water system comply with the new arsenic standard of
10 micrograms per  liter . The Company has  fa iled to achieve compliance with Ar izona
Depa r tment  of  Envir onmenta l  Qua l i t y ' s  ( "ADEQ")  wa t er  s t or a ge a nd p r oper  fa c i l i t y
maintenance requirements. Arroyo Water Company is not in an Arizona Department of Water
Resources ("ADWR") Active Management Area. Therefore, the Company is not required to
comply with ADWR monitoring and reporting requirements.

Staff recommends die Commission deny Kacy Parker db Arroyo Water Company, Inc.'s
application for issuance of a new CC&N to provide water service in a portion of Gila County,
Arizona,  and for  approval of the sale of assets to Kacy Parker .  Mr.  Kacy Parker  is out of
compliance with Commission mies and regulations due to Mr. Parker's failure to comply with
prior Commission Order in Decision No. 67231. The Company is out of compliance with the
rules and regulations of ADEQ regarding monitoring and reporting. Staff believes it is not in the
public interest to grant the relief requested until the Company and Mr. Kacy Parker are in
compliance with ADEQ and the Commission.

However, Staff will reconsider its denial recommendation ii by the date of the hearing in
t his  ma t t er ,  Mr .  Ka cy P a r ker  t i les  document a t ion demons t r a t ing t ha t  i t  ha s  t i led a n
administratively complete Approval to Construct ("ATC") application with ADEQ for .lakes
Comer for increasing its water storage capacity, and Arroyo Water tiles ADEQ documentation
demonstrating that PWS ID #04-083 is delivering water that meets the water quality standards
required by Arizona Administrative Code, Title 18, Chapter 4.

In the alternative, should the Commission decide to grant the CC&N and approve the sale
of assets to Kacy Parker, Staff recommends:

1. That the Company be required to charge the rates and charges noted in Attachment A. In
addition to collection of its regular rates and charges, the Company may collect from its
customers a proportionate share of any privilege, sales or use tax pursuant to A.A.C.
R14-2-409.D5.

2. That die Company be required to file with Docket Control, as a compliance item in this
docket,  a  schedule of its approved rates and charges using the name Arroyo Water
Company, Inc., within 30 days Hom the date of the Decision issued in this matter.

i
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3. Tha t the  Compa ny be  re quire d to file  a  ge ne ra l ra te  a pplica tion, if it wishe s  to incre a se
its  ra tes , us ing the  most recent 12 month period for its  tes t period.

4. Tha t the  Compa ny be  re quire d to ma inta in its  books  a nd re cords  in a ccorda nce  with the
NARUC Un ifo rm S ys te m o f Acco u n ts  a n d  file  a n  a ffid a vit a tte s tin g  to  s u ch  b y
December 31, 2007.

5. Tha t Me  Compa ny be  re quire d to file  with Docke t Control, a s  complia nce  ite m in this
d o cke t,  a  co p y o f th e  ADEQ Ap p ro va l o f Co n s tru c tio n  ("AOC") fo r th e  s to ra g e
additions  and other improvements  by December 31, 2007.

6 . Tha t the  Compa ny be  re quire d  to  ins ta ll a  we ll me te r on  its  we ll a nd  de mons tra te
compliance  with this  requirement by September 30, 2007.

7. Tha t be ginning in Octobe r 2007 the  Compa ny be  re quire d to re cord the  wa te r pumpe d
e a ch month to de te rmine  the  le ve l of wa te r los s . If a fte r twe lve  months  the  Compa ny
de te rmines  tha t the  leve l of wa te r loss  is  exceeding 10 pe rcent then the  Company sha ll
tice  imme dia te  a ction to re duce  the  le ve l to 10 pe rce nt or le s s . The  Compa ny s ha ll
re port the  re sults  of its  wa te r loss  de te rmina tion by tiling a  re port with Docke t Control in
Nove mbe r 2008. S ta ff will file  a  re s p o n s e  to  th is  re p o r t  a lo n g  with  a n y
recommendations by December 31, 2008.

8. Tha t the  Compa ny file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, for a
pe riod of twe lve  months  following the  de cis ion in this  docke t, docume nta tion s howing
tha t the  month ly monitoring  re quire d  by ADEQ to  de te rmine  complia nce  with  the
maximum contaminant leve l for tota l coliform bacte ria  ha s  been conducted and tha t the
Compa ny's  wa te r qua lity is  in complia nce  with ADEQ is le s .

9. Tha t the  Compa ny be  re quire d to ma ke  a ll corre ctions  to ADWR re gis tra tion re cords  to
re fle ct Arroyo Wa te r's  owne rs hip  of the  Arroyo s ys te m we ll a nd a ls o  de mons tra te
compliance  with this  requirement by December 31 , 2007.

10. Tha t the  Compa ny be  re quire d to file  a  curta ilme nt ta riff within 45 da ys  of the  e ffe ctive
da te  of the  Commis s ion's  De cis ion in this  ma tte r. The  ta riff s ha ll be  docke te d a s  a '
compliance  item unde r this  docke t number for the  review and ce rtifica tion of S ta ff. S ta ff
furthe r re comme nds  tha t the  ta riff sha ll ge ne ra lly conform to the  sa mple  ta riff found on
the  Commis s ion 's  we bs ite  a t www.a zcc.gov/divis ions /util/forms /Curta ilme nt-s td.pdf.
S ta ff recognizes  tha t Arroyo Wate r may need to make  minor modifica tions  to the  sample
ta riff a ccording to the ir spe cific ma na ge me nt, ope ra tiona l, a nd de s ign re quire me nts  a s
necessary and appropriate .

11. Tha t the  Compa ny be  re quire d to file  a  ba ckflow pre ve ntion ta riff within 45 da ys  of the
e ffe ctive  da te  of the  Commiss ion's  De cis ion in this  ma tte r. The  ta riff sha ll be  docke te d
as  a  compliance  item unde r this  docke t number for the  review and ce rtifica tion of S ta ff.
S ta ff iia rthe r re comme nds  tha t the  ta riff s ha ll ge ne ra lly conform to the  s a mple  ta riff
found on the  Commission's  website  a t www.a zcc.gov/divis ions /util/fonns /Cros s  c.pdf.

12. Tha t the  Compa ny be  re quire d to file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  ce rtifica tion, re ce ipt a nd/or ca nce lle d che ck from Gila  County Tre a s ure r's

i i



Office  tha t a ll lie ns  ha ve  be e n pa id, within 45 da ys  of the  e ffe ctive  da te  of a n orde r in
this  proceeding.

S ta ff furthe r re comme nds  tha t the  Commiss ion's  De cis ion gra nting the  re lie f re que s te d
be  cons ide red null and void, a fte r due  process , should Arroyo Wate r fa il to mee t Condition Nos .
2, 4, 5, 6, 7, 8, 9, 10, 11, and 12 lis ted above  within die  time  specified.

iii



Dire c t Te s timony of Ble s s ing N. Chukwu
Docke t No. W-04286A-04-0774
P age  1

1 Introduction

2 Q,

3

Please state your name, business address, by whom and where you are employed and

in what capacity.

4

5

6

My na me  is  Ble s s ing Nkiruka  Chukwu. My bus ine s s  a ddre s s  is  1200 We s t Wa s hington

S tre e t, P hoe nix, Arizona  85007. I a m e mploye d by the  Utilitie s  Divis ion ("S ta ff") of the

Arizona  Corpora tion Commiss ion ("ACC" or "Colnmis s ion") a s  a n Exe cutive  Consulta nt

7 III.

8

9 Q- Please describe your educational and professional background.

10

1 1

12

13

14

15

I re ce ive d a  B.S . in Accounting a nd a  M.B.A. in Fina nce  from the  Unive rs ity of Ce ntra l

Okla homa . Iwis  e mploye d for ove r e ight ye a rs  by The  City of Okla homa  City ("City") in

va rious  ca pa citie s . For a pproxima te ly e ight ye a rs  of my e mployme nt with the  City, Iwis

a n Adminis tra tive  Aide  with the  re s pons ibility of ove rs e e ing the  va rious  Environme nta l

P rote ction Age ncy's  ma nda te s  on S tormwa te r Qua lity within the  Corpora te  City limits .

P rior to be ing a n Adminis tra tive  Aide , l as  a  Budget Technician where  I was responsible

16 for re vie wing , a na lyzing ,

17

18

a nd re comme nding budge t re que s ts  a nd/or propose d budge t,

fund transfers , appropria tions and/or any other budget re la ted issues proposed by assigned

Commis s ion , I wa s the  Okla homa

19

departments. P rio r to  jo in in g  th e e mploye d by

Corpora tion Commis s ion ("OCC") for five  ye a rs  in the  P ublic Utility Divis ion, whe re  I

20

2 1

he ld  va rious  P ublic  Utility Re gula to ry Ana lys t pos itions  o f inc re a s ing  re s pons ib ilitie s .

My re s pons ibilitie s  a t the  OCC include d proce s s ing of a pplica tions  cons is ting of ra te s  a nd

22 cha rge s , s tre a mline  ta riff re vis ions  a nd re que s ts  for Ce rtifica te s  of Conve nie nce  a nd

23

24

25

26

A.

A.

I.

Ne ce ss ity ("CC&N") file d by loca l e xcha nge  te le communica tions  compa nie s , pa yphone

provide rs , re s e lle rs , a nd ope ra tor s e rvice  provide s . I a ls o  re vie we d  me rge rs  a nd

acquis itions , Inte rconnection Agreements  (including Arbitra tions ), and pe rformed specia l

projects  a s  reques ted by the  Director of Public Utility Divis ion and/or the  Commiss ione rs .



Direct Tes timony of Ble ss ing N. Chukvvu
Docke t No. W-04286A-04-0774
Page 2

1 Q How long have you been employed with the ACC?

Shave  been employed with the  ACC since  May 27, 2003

4 Q What a re  your re s pons ib ilitie s  a s  an  Executive  Cons ultant III?

I pe rform s pe cia l proje cts  for the  Dire ctor's  Office  which include , but a re  not limite d to

s e rving on the  ca s e  te a ms , de ve lopme nt of policie s  a nd proce dure s  for a ppropria te

re gula tory ove rs ight of public utilitie s , re vie w a pplica tions  for CC&N, a nd writing S ta ff

Reports  and Testimony

10 Q Have  you tes tified previous ly before  this  Commis s ion

Yes. Shave  tes tified before  this  Commiss ion

14 Q

Purpos e  of Tes timony

What is  the  purpos e  of your tes timony

The  purpose  of my te s timony is  to provide  Utilitie s  Divis ion S ta ffs  ("S ta ff") a na lys is  a nd

re comme nda tion re ga rding Ka cy P a rke r db Arroyo Wa te r Compa .ny's  a pplica tion for a

CC&N to provide  wate r se rvice  and for approva l of the  sa le  of asse ts  to Kacy Parker

19

20

111.

Q

Staff Report

Please describe the attached Staff Report, Exhibit BNC-1

Exhibit BNC-l pre se nts  the  de ta ils  of S ta ffs  a na lys is  a nd findings  a nd is  a tta che d to this

dire ct te s timony. Exhibit BNC-l conta ins  the  following ma jor topics : (1) Introduction

(2) Ba ckground, (3) The  Wa te r S ys te m, (4) The  Tra nsa ction, (5) Arizona  De pa rtme nt of

Environme nta l Qua lity ("ADEQ") Complia nce , (6) ADEQ Notice  of Viola tion ("NOV")

(7 ) Ariz o n a  De p a rtm e n t o f W a te r R e s o u rc e s  ("ADW R ") C o m p lia n c e ,  Ariz o n a

Corpora tion Commis s ion Complia nce , (5) Ars e nic, (6) Curta ilme nt P la n Ta riff, a nd (7)



Dire ct Te s timony of Ble s s ing N. Chukwu
Docke t No. W-04286A-04-0774
Page 3

1

2

Ba ckflow P re ve ntion Ta riff; (8) Ra te s  a nd Cha rge s , (9) County Fra nchis e , (10) Othe r

Re le va nt Informa tion re ga rding Arroyo Wa te r.

3

4 S ta ffs conclus ions  a nd re comme nda tions  firm this  S ta ffs  re port a re  conta ine d in the

" E XE C UTIVE S UMMARY" a bove .5

6

7

8

Q- Does this conclude your direct testimony?

A. Ye s , it doe s .



EXHIBIT BNC-1

STAFF REPORT
UTILITIES DWISION

ARIZONA CORPORATION COMMISSION

ARROYO WATER COMPANY, INC.
DOCKET NO. W-04286A-04-0774

APPLICATION FOR CERTIFICATE OF
CONVENIENCE AND NECESSITY AND FOR APPROVAL OF SALE OP ASSETS TO

KACY PARKER DBA ARROYO WATER COMPANY, INC.

MAY 14, 2007
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Arroyo Wa te r Company, Inc
Docke t No. W-04286A-04-0774
Page 1

In tro d u c tio n

On S e pte mbe r 13, 2004, a  P roce dura l Orde r wa s  is sue d, in Docke t No. W-03672A-01
0474, directing Kyle  and Kacy Pa rke r ("the  Pa rke rs") to file  an applica tion for sa le  of a sse ts  and
for tra ns fe r of the  curre nt Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity ("CC&N") for Arroyo Wa te r
CoII]p3lly, Inc

On Octobe r 19, 2004, Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc ("Arroyo Wa te r" or
Co mp a n y") file d  a n  a p p lica tio n  with  th e  Arizo n a  Co rp o ra tio n  Co mmis s io n  ("ACC" o r
Commis s ion") for is s ua nce  of a  ne w CC&N to  provide  wa te r s e rvice  in  a  portion  of Gila

County, Arizona , and for approva l of the  sa le  of asse ts  to Kacy Parker

On  April 19 , 2005 , S ta ff wa s  d ire c te d  by P roce dura l Orde r to  tile  a  S ta ff Re port
address ing the  ownership and opera tiona l s ta tus  of Arroyo Wate r, a s  we ll a s  any ongoing issues
with re spe ct to Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") complia nce  is sue s  a rid
S ta ffs  re cornrne nda tion re ga rding the  propose d tra ns fe r of a s se ts  a nd is sua nce  of a  CC&N to
Ka cy P a rke r db Arroyo Wa te r Compa ny

On June  24, 2005, S ta ff file d its  S ta ff Re port s ta ting a dditiona l informa tion wa s  ne e de d
from the  Company before  S ta ff could comple te  its  review and issue  a  recommenda tion regarding
the  applica tion. The  Company fa iled to respond to the  S ta ff Report as  ordered

On February 10, 2006, a  Procedura l Order was issued aga in ordering Arroyo Water to file
a  re sponse  to the  S ta ff Re port, no la te r tha n Fe brua ry 24, 2006. The  Compa ny a ga in fa ile d to
respond as ordered

On May 17, 2006, a  Procedura l Order was  issued directing S ta ff to file  a  recommendation
for a ppropria te  a ction to be  ta ke n in this  ma tte r including, but not limite d to, pursuing a n Orde r
to Show Cause against the  Company

On November 15, 2006, December 22, 2006, Februa ry 7, 2007, and Februa ry 15, 2007
the  Company provided additiona l documenta tion to support the  re lie f requested

On Ma rch 16, 2007, S ta ff file d a  S ufficie ncy Le tte r indica ting tha t the  a pplica tion ha d
met the  sufficiency requirements  of A.A.C. R14-2-402

Background

Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc. is  a n Arizona  public s e rvice  corpora tion
in good s ta nding with the  Commis s ion's  Corpora tions  Divis ion a nd is  e nga ge d in providing
wa te r utility s e rvice  to a pproxima te ly 86 cus tome rs  in a  portion of Gila  County, Arizona . The
Compa ny is  the  succe s sor-in-inte re s t to the  a s se ts  of Arroyo Wa te r Compa ny, Inc., db Tonto

Customer count per water use data sheet filed on February 7, 2007



Arroyo Wa te r Compa ny, Inc.
Docke t No. W-04286A-04-0774
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Ba s in  Wa te r Compa ny ("Tonto  Ba s in"), a  de funct public  s e rvice  corpora tion  owne d  a nd
ope ra te d by Mr. Richa rd Willia ms on. Tonto Ba s in wa s  fine d a nd s a nctione d by the  ACC for
fa ilure  to comply with Arizona  La w, Commis s ion Rule  a nd Commis s ion Orde r. (S e e  De cis ion
Nos. 61149 and 61892.)

According to the  Commiss ion Record (Decis ion No. 61149, is sued on Octobe r 7, 1998),
Tonto Ba s in wa s  orde re d by the  Commis s ion to re s olve  ce rta in proble ms  within 60 da ys . In
a ddition, Tonto Ba s in wa s  orde re d to file  within 30 da ys  of the  da te  of De cis ion No. 61149,
evidence  tha t it had submitted a ll required wa te r samples  to the  appropria te  entitie s . In Decis ion
No. 61892, is sue d on Augus t 27, 1999, the  Commiss ion conclude d a nd found tha t Tonto Ba s in
fa ile d to re s olve  a ll the  proble ms  lis te d in De cis ion No. 61149. As  a  re s ult, the  Commis s ion
orde re d Tonto Ba s in to  pa y within 90 da ys  of the  da te  of De cis ion No. 61892, the  $2,300
a dminis tra tive  fine  a s s e s s e d in  De cis ion No. 61149. Als o ,  in  De c is io n  No .  6 1 8 9 2 ,  th e
Commiss ion e ncoura ge d Tonto Ba s in to se ll the  wa te r compa ny "for the  long-te nn good of the
CC&N a rea  a s  we ll a s  the  a rea  surrounding the  CC&N a rea ." Decis ion No. 61892 s ta te s  "....the
$2,300 fine  s ha ll be  wa ive d if Tonto Ba s in......s e lls  the  wa te r utility s tock or a s s e ts  to a
ce rtifie d  ope ra tor a pprove d by the  Commis s ion within  90 da ys  of the  da te  of th is  Orde r."
Furthe r, De cis ion No. 61892 s ta te s  "tha t fa ilure  of Tonto Ba s in.... to e lMe r s e ll the  wa te r
utility or re s olve  the  proble ms .....s ha ll be  a  viola tion of Commis s ion Orde r a nd will re s ult in a
fine  of $100 pe r da y e ffe ctive  91 da ys  a fte r the  da te  of this  Orde r a nd continuing until the
problems a re  re solved."

On or a bout Ma y 5, 2003, S ta ff re ce ive d informa tion Hom a  cus tome r conta ct tha t le d
S ta ff to  be lie ve  tha t a n  owne rs h ip  cha nge  ha d  occurre d  for Tonto  Ba s in  via  a  flye r tha t
a ccompa nie d the  cus tome r's  bill. The  only informa tion tha t wa s  a va ila ble  to conta ct the  ne w
owners  was  a  P .O. Box address . On May 14, 2003, S ta ff sent a  le tte r to the  address  reques ting
informa tion re la ting to the  ne w owne r. The  le tte r ra is e d que s tions  a bout the  va lidity of the
Company's  CC&N and reques ted the  docke t number of any exis ting applica tion for approva l of a
sa le  of a s se ts . On Ma y 20, 2003, a nd June  24, 2003, S ta ff re ce ive d re sponse s  Hom Mr. Kyle
Parker who indica ted tha t he  and his  son, Mr. Kacy Parker, had purchased the  outstanding shares
of s tock in Tonto Ba s in from Mr. Richa rd Willia ms on, a nd tha t the  P a rke rs  would be  filing a
CC&N a pplica tion.

On S e pte mbe r 13, 2004, a  P roce dura l Orde r wa s  is sue d, in Docke t No. W-03672A-0l-
0474, re quiring Kyle  a nd Ka cy Pa rke r to file , by no la te r tha n Octobe r 15, 2004, a n a pplica tion
for sa le  of a sse ts  and for transfe r of the  current C C &N for Arroyo Wa te r Compa ny, Inc. Als o,
the  P roce dura l Orde r re quire d S ta ff to provide  a ppropria te  guida nce  to the  Pa rke rs  to a s s is t in
filing the  a pplica tion, a nd tha t the  P a rke rs  coope ra te  fully with S ta ffs  re que s ts  for informa tion
re la te d to the  a pplica tion. Furthe r, the  P roce dura l Orde r re quire d Mr. Richa rd Willia ms on, on
be ha lf of Arroyo Wa te r Compa ny, Inc., to coope ra te  fully with S ta ffs  re que s ts  for informa tion
given his  s ta tus  a s  the  owner of record of Arroyo Wate r Company, Inc., which holds  the  CC&N,
a nd a s  the  Ce rtifie d Ope ra tor of Arroyo Wa te r s ys te m. Fina lly, the  P roce dura l Orde r orde re d
tha t Docke t No. W-03672A-01-0474 re ma in ope n until furthe r orde r of the  Commiss ion a nd if
the  P a rke rs  a nd/or Mr. Willia ms on fa il to coope ra te  fully with S ta ffs  informa tion re que s ts , or
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fa il to comply with the  directive  to file  an applica tion for sa le  or trans fe r of a sse ts  and transfe r of
CC&N, tha t S ta ff file  a  motion to re ne w its  Compla int in Docke t No. W-03672A-01-0474 a nd
se e k a ny a nd a ll a ppropria te  re me die s  to e nsure  prote ction of the  he a lth, sa fe ty a nd we lfa re  of
Arroyo Wa te r's  cus tomers .

On Octobe r 19, 2004, Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc. file d this  ins ta nt
a pplica tion with the  Commis s ion for is s ua nce  of a  ne w CC8cN to provide  wa te r s e rvice  in a
portion of Gila  County, Arizona , a nd for a pprova l of the  s a le  of a s s e ts  to Ka cy P a rke r. The
Company is  requesting approva l for a  se rvice  a rea  much la rger than was  previously approved for
S he e r S pe e d, Inc. db Tonto Ba s in Wa te r Co.2 The  Compa ny ha s  re ce ive d ma ny re que s ts  for
service  and have  filed the  requests  for se rvice  in the  docket.

The Water System

Arroyo Wa te r's  s ys te m cons is ts  of one  we ll, Arizona  De pa rtme nt of Wa te r Re s ource s
one  2,500 ga llon

pressure  tank, a  boos te r pump and dis tribution sys tem sewing 86 cus tomers .3 Fire  protection is
not provide d. According to the  Compa ny, the  we ll will produce  90 ga llons  pe r minute  which is
a de qua te  to s e rve  the  e xis ting ba s e  of cus tome rs  plus  s ome  growth. Howe ve r, the  s ys te m
curre ntly ha s  ina de qua te  s tora ge  ca pa city. Appa re ntly, the  Compa ny ha s  a dde d minima l ne w
cus tomers , if any, s ince  filing its  applica tion in 2004.

("ADWR") Ide ntifica tion No. 55-805621, one  11,000 ga llon s tora ge  ta nk,

The Company has indica ted tha t as  soon as the  transfer is  approved by the  Commission, it
plans  to make  the  following plant additions  to addre ss  its  de ficiencie s : (1) add 24,000 ga llons  of
additiona l s torage  a t the  we ll s ite , (2) add 24,000 ga llons  of s torage  and boos te r pump a t a  new
s ite  on the  sys te m's  e a s t s ide , a nd (3) re pla ce  the  e xis ting pre ssure  ta nk a t the  we ll s ite  with a
ne w 2,000 ga llon pre s s ure  ta nk. By a dding the  two ne w s tora ge  ta nks , the  Compa ny will
increase  its  water system's  tota l s torage  capacity to 59,000 ga llons.

S ta ff concludes  tha t the  Company's  proposed s torage  additions  will be  sufficient to mee t
the  ne e ds  of the  e xis ting cus tome r ba se  a nd five  ye a rs  of growth us ing the  growth proje ctions
provided in the  applica tion. S ta ff recommends  tha t Arroyo Wate r be  required to tile  with Docke t
Control, a s  complia nce  ite m in  this  docke t, a  copy of the  ADEQ Approva l of Cons truction
("AOC") for the  s torage  additions  and othe r improvements  by December 31, 2007.

Non-account Water

Non-a ccount wa te r should be  10 pe rce nt or le s s  a nd ne ve r more  tha n 15 pe rce nt. It is
importa nt to be  a ble  to re concile  the  diffe re nce  be twe e n wa te r sold a nd the  wa te r produce d by

2 Sheer Speed, Inc. was the predecessor to Arroyo Water Company, Inc., db Tonto Basin Water Company. Sheer
Speed, Inc.'s was granted a CC&N by Decision No. 49584 (January 5, 1979) and the CC&N was revoked by
Decision No. 62949 (October 10, 2000).
3 The Water Company Plant Description indonnation filed on February 7, 2007 failed to provide the quantity of
metered connections.
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the  source . A wa te r ba lance  will a llow a  wa te r company to identify wa te r and revenue  losses  due
to le a ka ge , the ft, a nd flus hing. Non-a ccount wa te r for the  Compa ny could not be  de te rmine d
be ca us e  the  Arroyo Wa te r s ys te m's  we ll is  not e quippe d with a  we ll me te r which re cords  the
wate r pumped

S ta ff re comme nds  tha t the  Compa ny be  re quire d to ins ta ll a  we ll me te r on its  we ll a nd
demonstra te  compliance  with this  requirement by September 30, 2007

S ta ff furthe r re comme nds  tha t be ginning in Octobe r 2007 the  Compa ny be  re quire d to
record the  wa te r pumped each month to de te rmine  the  leve l of wa te r loss . If a fte r twe lve  months
the  Company de te rmines  tha t the  leve l of wa te r loss  is  exceeding 10 pe rcent then the  Company
sha ll take  immedia te  a ction to reduce  the  leve l to 10 pe rcent or le ss . The  Company sha ll report
the  re s ults  of its  wa te r los s  de te rmina tion by filing a  re port with Docke t Control in Nove mbe r
2008. S ta ff will file  a  re sponse  to this  report a long with any recommenda tions  by December 31,
2008.

The  Tra ns a c tion

The  Compa ny wa s  purcha s e d from Mr. Richa rd Willia ms on for $45,000 on Ma rch 25,
2003. S e e  the  "Adde ndum to P urcha s e  Agre e me nt for All As s e ts  of Arroyo Wa te r Compa ny,
Inc." ("Adde ndum") a tta che d to  S ta ffs  Ma y 24, 2004 Me mora ndum file d in  Docke t No. W-
03672A-01-0474. According to the  Addendum, $40,000 of the  payment was  in Cashie rs  Check
# 0629004058 whe reas  $5,000 was  in exchange  for a lready comple ted labor and ma te ria l. The
Adde ndum lis te d Kyle  a nd Ka cy P a rke r a s  the  Buye r. The  s a le  wa s  conditiona l on ACC's
a pprova l a nd  tha t a ll fine s  or le vie s  be  re move d by Mr. Richa rd  Willia ms on prior to  fina l
tra ns fe r. A copy of the  "Ce rtifica te  for 1 ,000 s ha re s  of the  Ca pita l S tock of Arroyo Wa te r
Compa ny, Inc." ("Ce rtifica te "), is s ue d to Mr. Richa rd S . Willia ms on a nd Ms . J ill R. Willia ms on
on March 15, 1991, was  a ttached to the  ins tant applica tion for CC&N and for approva l of sa le  of
a s s e ts . The  Ce rtifica te  s igne d by Mr. Richa rd S . Willia ms on a nd Ms . J ill R. Willia ms on on
Ma rch 25, 2003, s ta te s : " For Va lue  Re ce ive d, we  he re by s e ll, a s s ign a nd tra ns fe r unto Kyle
Pa rke r and Kacy Pa rke r 1,000 Sha re s  of the  Capita l S tock repre sented by the  within Ce rtifica te
a rid do he reby irrevocably cons titute  and appoint J ill R. Williamson to transfe r the  sa id S tock..."

The  Compa ny s till ope ra te s  unde r the  corpora te  na me  "Arroyo Wa te r Compa ny, Inc.".
Mr. Ka cy P a rke r s e rve s  a s  the  P re s ide nt of the  Compa ny while  his  fa de r, Mr. Kyle  P a rke r,
se rve s  a s  the  Vice  P re s ide nt. Ea ch of the  P a rke rs  owns  50 pe rce nt of the  1,000 sha re s  of the
Compa ny.4 According to Ms . Na ncy More no, Mr. Kyle  Pa rke r se rve s  prima rily a s  a n inve s tor in
the  Compa ny a nd is  not involve d in the  da y-to-da y ope ra tions  of the  Compa ny.5 Mr. Kyle
Parker's  involvement is  limited to advice  when it is  reques ted.6

4 On May 3, 2007, Ms . Bles s ing Chukvwi of the ACC Utilities  Divis ion had a  Telephone Conference ca ll with Ms .
Nancy Moreno and discussed ownership and opera tional s ta tus  of Arroyo Water Company, Inc.
5Id .
6 id.
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Arroyo Wate r sys tem is  loca ted nea r the  Town of Punkie r Cente r, Arizona , approxima te ly
43 mile s  from P a yson, Arizona , in Gila  County. The  sys te m ha s  86 cus tome rs . Approxima te ly
85 pe rce nt of the  cus tome rs  a re  full-time  re s ide ntia l cus tome rs  a nd 15 pe rce nt a re  s e a s ona l
cus tome rs . Mr. J ohn Ofte n is  the  on-s ite  ma na ge r a nd Mr. J a me s  R. Ha rre ll is  the  Ce rtifie d
Opera tor

According to the  Adde ndum me ntione d a bove , "Rich Willia mson will re ma in on s ta ff a s
Regis te red Wate r Opera tor and Profess iona l Enginee r for a  pe riod of 4 yea rs  from the  transfe r

date According to Ms . More no, Mr. Willia mson ha s  not be e n involve d in the  ope ra tion of the
company

According to the  a pplica tion, a ll cus tome r s e curity de pos its  will be  tra ns fe rre d to the
Compa ny a nd the re  a re  no re ftmds  due  on me te r a nd line  ins ta lla tions  or a ny ma in e xte ns ion
agreements

Arizona  De pa rtme n t o f Environme n ta l Qua lity ("ADEQ") Complia nc e

ADE Q  re g u la te s  th e  Arro yo  W a te r s ys te m u n d e r ADE Q  P u b lic  W a te r S ys te m
Ide ntifica tion No. ("P WS  ID #") 04-083. ADEQ ca nnot de te rmine  if this  s ys te m is  curre ntly
de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
Title  18, Cha pte r 4.7 ADEQ re porte d tha t this  s ys te m ha s  ma jor monitoring a nd re porting
deficiencies because  its  da ta  base: (l) shows that the  ca lendar years 2002 through 2005 consumer
confide nce  re ports  a re  mis s ing, (2) doe s  not show tha t the  re quire d ba se line  le a d a nd coppe r
monitoring has  been comple ted, and (3) does  not show tha t the  required annua l nitra te  ana lyses
have been done for 2004 and 2005.

ADEQ a lso reported tha t this  sys tem has  a  ma jor ope ra tion and ma intenance  de ficiency
for inadequate  storage.

. S ta ff re comme nds  tha t the  re que s te d re lie f be  de nie d due  to the  Compa ny's  fa ilure  to
comply with the  rule s  a nd re gula tions  of ADEQ re ga rding monitoring a nd re porting. S ta ff will
re a s s e s s  this  re comme nda tion if by the  da te  of the  he a ring in this  ma tte r S ta ff ha s  re ce ive d
ADEQ docume nta tion de mons tra ting tha t P WS  lD #04-083 is  de live ring wa te r tha t me e ts  the
wa te r qua lity s tanda rds  required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.

ADEQ No tic e  o f Vio la tio n  ("NOV")

On November 3, 2006, the  Arroyo Wate r sys tem was  inspected by ADEQ. As  a  re sult of
tha t inspe ction ADEQ is sue d a n NOV to Arroyo Wa te r on De ce mbe r 15, 2006. The  NOV is  a n
informa l complia nce  a s s ura nce  tool us e d by ADEQ to put the  re s pons ible  pa rty, in this  ca s e
Arroyo Wa te r, on notice  tha t ADEQ be lie ve s  a  viola tion of a n e nvironme nta l re quire me nt ha s
occurre d. The  NOV wa s  is s ue d to Arroyo Wa te r for fa iling to ha ve  a de qua te  wa te r s tora ge ,

7 ADEQ Drinking Water Compliance Status Report dated 7-14-06.
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fa iling to ha ve  a  ce rtifie d ope ra tor a nd fa iling to ma inta in the  pre s sure  ta nk. In a ddition to the
monitoring and reporting de ficiencie s  lis ted in the  preceding section, the  NOV lis ted a  de ficiency
for fa iling to monitor for coliform during the  months  of De ce mbe r 2005 a nd Ja nua ry 2006. The
Compa ny a ls o fa ile d to ta ke  re pe a t coliform s a mple s  in J uly a nd Augus t 2006 a fte r re ce iving
pos itive  re sults  for colifonn. In a ddition to die se l viola tions , the  ADEQ inspe ctor re comme nde d
tha t Arroyo Wa te r a ddre s s  s e ve ra l othe r conditions  ide ntifie d during the  Nove mbe r 3, 2006
inspe ction

On March 7, 2007, ADEQ filed its  re sponse  to Arroyo Wate r's  submitta ls  tha t addressed
the  NOV is sue d to Arroyo Wa te r on De ce mbe r 15, 2006. In its  re sponse , ADEQ re porte d tha t
complia nce  ha d be e n a chie ve d for a ll of the  monitoring a nd re porting de ficie ncie s  lis te d in the
NOV. ADEQ a ls o re porte d tha t Arroyo Wa te r wa s  in complia nce  with the  re quire me nt tha t it
e mploy a  ce rtifie d ope ra tor (a ccording to informa tion submitte d by the  Compa ny Ja me s  Ha rre ll
is  the  ce rtifie d ope ra tor for Arroyo Wa te r). ADEQ re porte d tha t Arroyo Wa te r ha d fa ile d to
achieve  compliance  with water s torage  and proper facility maintenance  requirements

S ta ff re comme nds  tha t Arroyo Wa te r tile  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, for a  pe riod of twe lve  months  following the  de cis ion in this  docke t, docume nta tion
s howing tha t the  monthly monitoring re quire d by ADEQ to de te rmine  complia nce  with the
ma ximum conta mina nt le ve l for to ta l co liform ba cte ria  ha s  be e n  conducte d  a nd tha t the
Compa ny's  wa te r qua lity is  in complia nce  with ADEQ rule s

ADWR Co mp lia n c e

Arroyo Wa te r is  not in a n ADWR Active  Ma na ge me nt Are a  ("AMA"). The re fore , the
Company is  not required to comply with ADWR monitoring and reporting requirements

ADWR we ll re gis tra tion re cords  s till re fle ct the  pre vious  owne r a s  owning the  Arroyo
s ys te m we ll (ADWR Ide ntifica tion No. 55-80562l). S ta ff re comme nds  tha t the  Compa ny be
re quire d  to  ma ke  a ll corre ctions  to  ADWR re gis tra tion  re cords  to  re fle ct Arroyo  Wa te r's
ownership of the  Arroyo sys tem we ll and a lso demons tra te  compliance  with this  requirement by
December 31, 2007

ACC Complia nc e

A che ck of the  Utilitie s  Divis ion 's  Complia nce  S e ction  da ta ba s e  on  Ma y 2 , 2007
indica ted there  were  no past due  compliance  items for Arroyo Water

A Compla int a nd P e tition For Orde r to S how Ca us e  a ga ins t Ka cy J . P a rke r db J a ke 's
Come r Wa te r sys te m ("Ja ke 's  Corne r") wa s  file d by S ta ff on April 17, 2007. Ja ke 's  Come r a nd
Arroyo Wa te r sha re  common owne rship. J a ke 's  Come r ha s  fa ile d to comply with De cis ion No
67231 which approved the  Jed<e 's  Comer transfer of Asse ts  and CC&N to Kacy Parker subj e t to
the  time ly filing of se ve ra l complia nce  ite ms  one  of which include d the  ins ta lla tion of a  s tora ge
ta nk by J une  2005. In a  Ma rch 26, 2007 le tte r to the  Complia nce  S e ction, Mr. Kyle  P a rke r
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indica ted tha t Jake 's  Corne r would only ins ta ll the  s torage  tank contingent upon a  ra te  ca se . On
April 18, 2007, Messe r Kyle  Pa rke r and Kacy Pa rke r wrote  an apology le tte r to the  Commiss ion
re tra cting the ir comme nts  in the  Ma rch 26, 2007 le tte r re ga rding the  ins ta lla tion of the  s tora ge
tank. Messe r Pa rke r and Pa rke r s ta ted tha t they intend to ins ta ll a  s torage  tank, which they have
acquired and is  on hand, within the  next three  months

S ta ff recommends  tha t the  proposed trans fe r be  denied due  to Mr. Kacy Pa rke r's  fa ilure
to  comply with  p rio r Commis s ion  Orde r, in  De cis ion  No. 67231 . S ta ff will re a s s e s s  this
recommenda tion if by the  da te  of the  hearing in this  matte r Jakes  Comer has  filed documenta tion
de mons tra ting tha t it ha s  file d a n a dminis tra tive ly comple te  Approva l to Cons truct ("ATC")
applica tion with ADEQ for increas ing its  wa te r s torage  capacity

Ars enic

The  U.S . Environme nta l P rote ction Age ncy ("EP A") ha s  re duce d the  a rse nic ma ximum
conta mina nt le ve l ("MCL") in drinldng wa te r from 50 microgra ms  pe r lite r ("pg/l") or pa rts  pe r
billion ("ppb") to 10 pg/l. The  a rs e nic le ve ls  re porte d by the  Compa ny for the  Arroyo Wa te r
system comply with the  new arsenic s tandard of 10 pg/l o

Cu rta ilme n t P la n  Ta riff

A Curta ilme nt P la n  Ta riff ("CP T") is  a n  e ffe ctive  tool to  a llow a  wa te r compa ny to
manage  its  re sources  during pe riods  of shortages  due  to pump bred<downs , droughts , or othe r
unforeseeable events

Arroyo Wate r does  not have  a  CPT. The re fore , S ta ff recommends  dirt the  Arroyo Wate r
file  a  curta ilme nt ta riff within 45 da ys  of the  e ffe ctive  da te  of the  Commiss ion's  De cis ion in this
ma tte r. The  ta riff s ha ll be  docke te d a s  a  complia nce  ite m unde r this  docke t numbe r for the
re vie w a nd ce rtifica tion of S ta ff. S ta ff furthe r re comme nds  tha t the  ta riff s ha ll ge ne ra lly
conform to the sample ta riff found on the Commiss ion's website a t
www.a zcc gov/divis ions /util/forms /Curta ilrne nt-s tdfpdf S ta ff recognizes  tha t Arroyo Wate r may
ne e d to ma ke  minor modifica tions  to the  sa mple  ta riff a ccording to the ir spe cific ma na ge me nt
operational, and design requirements as necessary and appropriate

Ba c kflow P re ve n tion  Ta riff

Arroyo Wate r does  not have  a  backflow prevention ta riff. There fore , S ta ff recommends
tha t Arroyo Wa te r file  a  ba ckflow pre ve ntion ta riff within 45 da ys  of the  e ffe ctive  da te  of the
Conunis s ion's  De cis ion in this  ma tte r. The  ta riff sha ll be  docke te d a s  a  complia nce  ite m unde r
this  docke t numbe r for the  re vie w a nd ce rtifica tion of S ta ff S ta ff furthe r recommends  tha t the
ta riff s ha ll ge ne ra lly conform to  the  s a mple  ta riff found on  the  Commis s ion 's  we bs ite  a t
www.a zcc ,qov/divis ions /util/fonns /Cross  c.pdf

Information contained in Company response tiled on November 15, 2006
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Rates and Charges

The  Company's  current ra te s  and charges  were  approved in Decis ion No. 57512 (August
14, 1991) a nd be ca me  e ffe ctive  on Se pte mbe r 1, 1991. The se  ra te s  a nd cha rge s  a re  note d a t
Atta chme nt A. At tha t time , the  Compa ny wa s  owne d by S he e r S pe e d, Inc. db Tonto Ba s in
Wa te r Co.9 The  Compa ny cha nge d its  na me  to Arroyo Wa te r Compa ny, Inc. on Fe brua ry 1

In the  ins tant CC&N applica tion, the  Company has  proposed tha t new ra tes  go into e ffect
S ta ff is  re comme nding tha t if the  Compa ny wis he s  to incre a s e  its  ra te s , it s hould s ubmit a
ge ne ra l ra te  tiling us ing the  mos t re ce nt 12 month pe riod for its  te s t pe riod. S ta ff will the n be
able  to review the  actua l costs  be ing experienced by the  Company and properly eva lua te  the  ra te
increase request

County Franchis e

Eve ry a pp lica n t fo r a  CC8LN a nd /o r CC&N Tra ns fe r is  re qu ire d  to  s ubmit to  the
Commiss ion evidence  showing tha t the  applicant has  rece ived the  required consent, franchise  or
pe rmit Horn the  prope r a uthority. If the  a pplica nt ope ra te s  in a n unincorpora te d a re a , the
compa ny ha s  to  obta in  the  Fra nchis e  from the  County. If the  a pp lica n t ope ra te s  in  a n
incorpora ted area  of the  County, the  applicant has  to obta in the  Franchise  Hom the  City/Town

On Fe brua ry 15, 2007, Arroyo Wa te r file d, in  the  docke t, a  copy of its  Gila  County
franchise  agreement. According to the  franchise  agreement, the  franchise  was  granted upon the
e xpre s s  condition dirt a  CC&N be  a cquire d from the  ACC within 12 months  of the  da te  of the
fra nchise  (Fe brua ry 6, 2007) a nd tha t a ll de linque nt prope rty ta xe s  a re  pa id to the  Gila  County
Tre a s ure r within 30 da ys  of re ce iving the  CC8LN, a nd if the  CC8cN is  not a cquire d within 12
months  from Fe brua ry 6, 2007 a nd a ll the  prope rty ta xe s  a re  not pa id within the  re quire d time
frame . this  franchise  will be  null and void

According to Ms . Te n'i Towe ll of the  Gila  County Tre a sure r's  Office , a s  of Ma y 4, 2007
the re  is  an outs tanding tax lien ce rtifica te  with Gila  County for prope rty taxes  of $12,799.23 11
Mr. Ka cy P a rke r ha d informe d S ta ff during a  J une  8, 2005 s ite  ins pe ction, tha t the re  wa s  a n
outs ta nding lie n with  Gila  County for prope rty ta xe s  of ove r $9,000. As  pa rt o f the  s a le
a gre e me nt, in a ddition to the  $45,000, the  P a rke rs  ga ve  Mr. Willia mson a  ca shie r's  che ck for
$2,000 of the  $9,000 ta x lie n. According to the  Pa rke rs , Mr. Willia mson wa s  to pa y off the  lie n
but has  never done  so. Had Mr. Richard Williamson pa id the  property tax on March 26, 2003, he
would ha ve  be e n re spons ible  for $5,600.83. $7,198.40 is  the  a mount of prope rty ta x tha t ha s
accrued s ince  Arroyo Water Company, Inc. was acquired by the  Parkers . The  Parkers  reached an

Sheer Speed, Inc. was the predecessor to Arroyo Water Company, Inc., db Tonto Basin Water Company. Sheer
Speed, Inc.'s was granted a CC&N by Decision No. 49584 (January 5, 1979) and the CC&N was revoked by
Decision No. 62949 (October 10, 2000)

On May 4, 2007, Ms. Blessing Chudcwu of the ACC Utilities Division had a Telephone Conference call with Ms
Terri Towell of the Gila County Treasurer's Office the outstanding tax lien
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a gre e me nt with Gila  County a nd pla n to pa y a ll de linque nt prope rty ta xe s  within 30 da ys  of
re ce iving a  CC&N. The re fore , S ta ff re comme nds  tha t the  Compa ny be  re quire d to file  with
Docke t Control, a s  a  complia nce  ite m in this  docke t, a  ce rtifica tion, re ce ipt a nd/or ca nce lle d
che ck from Gila  County Tre a sure r's  Office  tha t a ll lie ns  ha ve  be e n pa id, within 45 da ys  of the
e ffective  da te  of an order in this  proceeding

Other Relevant Information regarding Arroyo Water

De cis ion No. 61149 re quire d Arroyo Wa te r Co. db Tonto Ba s in Wa te r Co., S he e r
S pe e d, Inc. ("Tonto Ba s in") to tile  ce rta in te s t re sults  re la ting to ADEQ a nd a s se sse d a  $2,300
a dminis tra tive  fine  if proble ms  not re s olve d within a  ce rta in time fra me . The  De cis ion orde re d
furthe r proceedings  in this  matte r to de te rmine  if the  fine  could be  reduced based on the  ability of
Tonto Ba s in to re s olve  thos e  is s ue s . In De cis ion No. 61892, is s ue d Augus t 27, 1999, it wa s
de te rmine d tha t Tonto Ba s in ha d fa ile d to s a tis fy or re solve  a ll the  proble ms  lis te d in De cis ion
No. 61149. As  a  re s ult, the  $2,300 time  wa s  not re duce d. Othe r complia nce  re quire me nts  in
De cis ion No. 61149 we re  s upe rs e de d by De cis ion No. 61892. The  Complia nce  da ta ba se
indica te s  tha t the  $2,300 fine  was  pa id by Mr. Richa rd Williamson on November 29, 1999.

De cis ion No. 61892, re quire d Tonto Ba s in to s e ll the  utility within 90 da ys  or corre ct
ce rta in proble ms . The  proble ms  to be  re solve d we re  the  continue d billing proble m, compla ints
tha t cus tomers  were  unable  to contact Tonto Basin, and the  re fund of $8,250 to KM Inves tments
for the  ma in e xte ns ion or re solution of the  s tora ge /wa te r supply is sue  to the  sa tis fa ction of the
Commiss ion. Decis ion No. 61892 clea rly indica ted tha t if the  problems  were  not re solved or the
wa te r utility wa s  not s old within the  90 da y pe riod, the  utility would be  fine d $100 pe r da y
the re a fte r. in J une  of 2000, S ta ff tile d a  me mora ndum in the  docke t indica ting tha t it ha d not
re ce ive d e vide nce  &on Tonto Ba s in which would indica te  tha t s te ps  we re  ta ke n to comply with
Commiss ion De cis ion Nos . 61149 a nd 61892 a nd re que s te d the  He a ring Divis ion to is sue  a n
Enforce me nt Orde r a ga ins t Tonto Ba s in a s s e s s ing a  pe na lty of $100 a  da y a s  Orde re d in
De cis ion No. 61892. An Enforce me nt Orde r wa s  is sue  June  16, 2000 finding tha t Tonto Ba s in
ha d fa ile d to comply within 90 da ys  of De cis ion No. 61892, a nd a  pe na lty wa s  due  to da te  for
Tonto Bas in be ing 203 days  pas t the  compliance  da te  of November 26, 1999. Tonto Bas in was
orde re d to pa y a  pe na lty of $20,300 a s  of the  da te  of the  Enforce me nt Orde r. It wa s  furthe r
orde re d tha t fina ncia l pe na ltie s  would continue  to a ccrue  a ga ins t Arroyo Wa te r Co., Inc., db
Tonto Basin Wate r Co., Sheer Speed, Inc. a s  previous ly ordered in Decis ion No. 61892. On July
6, 2000, Richa rd Willia mson, on be ha lf of Tonto Ba s in, file d a n a pplica tion for re cons ide ra tion
and hea ring to demonstra te  informa tion on compliance . Although the  docke ted reques t shows a
s tamped re -hea ring da te  of July 26, 2000, no furthe r activity is  documented in the  docke t. Tonto
Basin was subsequently sold to the  Parkers on March 25, 2003 .

S ta ff be lieves  tha t the  record should re flect tha t the re  is  an issue  a s  to whe the r the  $100
pe r da y fine  tha t wa s  orde re d by the  Commis s ion in De cis ion No. 61892 (Augus t 27, 1999)
s topped on March 25, 2003, once  Mr. Williamson sold the  Company to the  Pa rke rs  or continues
to a ccrue  until the  Commiss ion a pprove s  the  ins ta nt a pplica tion. As  of Ma y 4, 2007, the  line  is
e s tima te d a t a pproxima te ly $276,500. If th e  fin e  s to p p e d  o n  Ma rch  2 5 ,  2 0 0 3 ,  th e n  Mr.
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Willia ms on is  obliga te d to pa y a pproxima te ly $l30,500, purs ua nt to De cis ion No. 61892. S ta ff
be lie ve s  tha t the  P a rke rs  should not be  lia ble  for a ny a ccrue d line s  unde r De cis ion No. 61892
s ince  the  De cis ion  is  on ly a pp lica b le  to  Mr. Richa rd  Willia ms on , the  p rio r owne r o f the
Compa ny.

Recommendation

Sta ff re commends  the  Commiss ion deny Kacy Pa rke r db Arroyo Wa te r Company, Inc.'s
a pplica tion for is s ua nce  of a  ne w CC&N to provide  wa te r s e rvice  in a  portion of Gila  County,
Arizona , a nd for a pprova l of the  s a le  of a s s e ts  to  Ka cy P a rke r. Mr. Ka cy P a rke r is  out of
complia nce  with Commis s ion rule s  a nd re gula tions  due  to Mr. P a rke r's  fa ilure  to comply with
prior Commis s ion Orde r in De cis ion No. 67231. The  Compa ny is  out of complia nce  with the
rule s  and regula tions  of ADEQ rega rding monitoring and reporting. S ta ff be lie ve s  it is  not in the
public inte re s t to  gra nt the  re lie f re que s te d until the  Compa ny a nd Mr. Ka cy P a rke r a re  in
compliance  with ADEQ and the  Commiss ion.

Howeve r, S ta ff will re cons ide r its  denia l recommenda tion if, by the  da te  of the  hea ring in
th is  ma tte r,  Mr.  Ka c y P a rke r tile s  d o c u me n ta tio n  d e mo n s tra tin g  th a t it  h a s  tile d  a n
a dminis tra tive ly comple te  Approva l to  Cons truct ("ATC") a pplica tion with ADEQ for J a ke s
C o rn e r fo r in c re a s in g  its  wa te r s to ra g e  c a p a c ity,  a n d  th e  Arro yo  W a te r ile a  ADE Q
docume nta tion de mons tra ting tha t P WS  ID #04-083 is  de live ring wa te r tha t me e ts  the  wa te r
qua lity s tanda rds  required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.

In the  a lte rna tive , should the  Commission decide  to grant the  CC&N and approve  the  sa le
of asse ts  to Kacy Parker, S ta ff recommends:

1. Tha t the  Company be  required to cha rge  the  ra te s  and cha rges  noted in Attachment A. In
addition to collection of its  regula r ra te s  and cha rges , the  Company may collect from its
cus tome rs  a  proportiona te  sha re  of a ny privile ge , s a le s  or use  ta x pursua nt to A.A.C.
R14-2-409.D5.

2. Tha t the  Compa ny be  re quire d to file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  s che dule  of its  a pprove d ra te s  a nd cha rge s  us ing the  na me  Arroyo Wa te r
Company, Inc., within 30 days  from the  da te  of the  Decis ion issued in this  ma tte r.

3. Tha t the  Compa ny be  re quire d to file  a  ge ne ra l ra te  a pplica tion, if it wishe s  to incre a se
its  ra tes , us ing the  most recent 12 month period for its  tes t period.

4. Tha t the  Company be  required to ma inta in its  books  and records  in a ccordance  with the
NARUC Un ifo rm S ys te m o f Acco u n ts  a n d  file  a n  a ffid a vit a tte s tin g  to  s u ch  b y
December 31, 2007.
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5. Tha t the  Compa ny be  re quire d to file  with Docke t Control, a s  complia nce  ite m in this
d o cke t,  a  co p y o f th e  ADEQ Ap p ro va l o f Co n s tru c tio n  ("AOC") fo r th e  s to ra g e
additions and other improvements by December 31, 2007 .

6 . Tha t the  Compa ny be  re quire d  to  ins ta ll a  we ll me te r on  its  we ll a nd  de mons tra te
compliance  with this  requirement by September 30, 2007.

7. Tha t be ginning in Octobe r 2007 the  Compa ny be  re quire d to re cord the  wa te r pumpe d
e a ch month to de te rmine  the  le ve l of wa te r los s . If a fte r twe lve  months  the  Compa ny
de te rmines  tha t the  leve l of wa te r loss  is  exceeding 10 pe rcent then the  Company sha ll
ta ke  imme dia te  a ction to re duce  the  le ve l to 10 pe rce nt or le s s . The  Compa ny s ha ll
re port the  re sults  of its  wa te r loss  de te rmina tion by filing a  re port with Docke t Control in
Nove mbe r 2008 . S ta ff will t ile  a  re s p o n s e  to  th is  re p o rt  a lo n g  with  a n y
recommendations by December 3 l , 2008.

8. Tha t the  Compa ny file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, for a
pe riod of twe lve  months  following the  de cis ion in this  docke t, docume nta tion showing
tha t the  monthly monitoring  re quire d  by ADEQ to  de te rmine  complia nce  with  the
maximum contaminant leve l for tota l coliform bacte ria  ha s  been conducted and tha t the
Colnpa ny's  wa te r qua lity is  in complia nce  with ADEQ rule s .

9. Tha t the  Compa ny be  re quire d to ma ke  a ll corre ctions  to ADWR re gis tra tion re cords  to
re fle ct Arroyo Wa te r's  owne rs hip of the  Arroyo s ys te m we ll a nd a ls o de mons tra te
compliance  with this  requirement by December 31, 2007.

10. Tha t the  Compa ny be  re quire d to file  a  curta ilme nt ta riff within 45 da ys  of the  e ffe ctive
da te  of the  Commis s ion's  De cis ion in this  ma tte r. The  ta riff s ha ll be  docke te d a s  a
compliance  item unde r this  docke t number for die  review and ce rtifica tion of S ta ff. S ta ff
furthe r re comme nds  tha t the  ta riff sha ll ge ne ra lly conform to the  sa mple  ta riff found on
the  Commis s ion 's  we bs ite  a t v~tww.azcc.gov/divis ions /util/fonns /Curta ilment-s td.pdf
Sta ff recognizes  tha t Arroyo Wate r may need to make  minor modifica tions  to the  sample
ta riff a ccording to the ir spe cific ma na ge me nt, ope ra tiona l, a nd de s ign re quire me nts  a s
necessary and appropriate .

11. Tha t the  Compa ny be  re quire d to file  a  ba ckflow pre ve ntion ta riff within 45 da ys  of the
e ffe ctive  da te  of the  Commiss ion's  De cis ion in die s  ma tte r. The  ta riff sha ll be  docke te d
a s  a  complia nce  ite m unde r this  docke t numbe r for the  re vie w a nd ce rtifica tion of S ta ff
S ta ff furthe r re comme nds  tha t the  ta riff s ha ll ge ne ra lly conform to the  s a mple  ta riff
found on the  Commission's  website  a t www.a zcc.,qov/divis ions /util/forms /Cross  c.pdf

12. Tha t the  Compa ny be  re quire d to file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  ce rtifica tion, re ce ipt a nd/or ca nce lle d che ck from Gila  County Tre a s ure r's
Office  tha t a ll lie ns  ha ve  be e n pa id, within 45 da ys  of the  e ffe ctive  da te  of a n orde r in
this  proceeding.
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S ta ff furthe r re comme nds  tha t the  Commiss ion's  De cis ion gra nting the  re lie f re que s te d
be  cons ide red null and void, a fte r due  process , should Arroyo Wate r fa il to mee t Condition Nos
2. 4. 5, 6, 7, 8, 9, 10, 11, and 12 lis ted above  within the  time  specified



ATTACHMENT A

TARIFF SCHEDULE

UTILITY' TONTO BASIN WATER CO
DOCKET NO: U-2337-91-052

PAGE l OF 2
DECISION NO. 57512
EFFECTIVE: SEPT. l r 1991

RATES AND CHARGES

CUS TOMER /MINIMUM CHARGE
PER MONTH

SERVICE LINE & METER
INSTALLATION CHARGES

5/a X 3/4"
METER GALLONS
5/8 X 3/4" $ 16.00 FOR 1,000

$ 16.00 FOR 1,000
$ 20.00 FOR 1,000
s 75.00 FOR 1,000
$120-00 FOR 1,000
$225-00 FOR 1,0o0
$375.00 FOR 1,000
$562.50 FOR 1,000
$750.00 FOR 1,000

1 1/2

s 265.00
S 295.00
S 345.00
s 520.00
$ 725.00
S 975.00
$1550.00
$2338.00
$3125.00

COMMODITY CHARGE ExcEss OF MINIMUM)

$o.75 PER 1,000 GALLONS

SERVICE CHARGES

1. ESTABLISHMENT (R14-2-403.D.l)
2 - ESTABLISHMENT/AFTER HOURS (R14~2-403.D.2)
3. RECONNECTION/DELINQUENT (R14T2-403.D.1)
4. NSF CHECK (R14-2-409)
5. METER REREAD/IF CORRECT (R14-2-408.c.2)
6- METER TEST/IF CORRECT (R14-2-408.F.l)
7. DEFERRED PAYMENT (R14-2-409.G.6)
8. DEPOSIT InTEREsT.(R14-2-4o3.B.3)
9- DEPOSIT (R14-z-403.B-7)
10.LATE FEE ($0-$30) 15+ DAYS POST BILLING
11.LATE FEE ($30.01~$60) 15+ DAYSIPOST BILLING
l2.TEMPORARY TURNOFF
l3.REESTABLISHMENT W/N 12 mos (RI4-2-403,D.l)

$15.00
$30.00
$15,00
$10-00
$10,00
$25.00
1% PER MONTH
PER RULE
PER RULE

PER MONTH
1.5% PER MONTH
1.5% PER MONTH
MONTHS OFF THE SYSTEM
TIMES THE MINIMUM

OTHER RATES AND CHARGES APPRQVED BY ORDER

IN ADDITIO N TO  THE CO LLECTIO N O F ITS  REG ULAR' RATES  AND CHARG ES  r THE
COMPANY S HALL COLLECT FROM ITS  CUS TOMERS  THEIR P ROP QRTIQNATE S HARE OF
ANY P R IVILE G E ,  S ALE S  O R  US E  TAX IN AC C O R DANC E  WITH R 1 4 -2 ~4 0 9 .D. 5



TARIFF SCHEDULE

I

TONTO BASIN WATER CO
DECISION #57512
EFFECTIVE SEPT. l, 1991
PAGE 2

MONTHLY SERVICE CHARGE .FoR FIRE SPRINKLERS :

EU OR SMALLER

8"
lo"
LARGER THAN 10"

S 16.00
2o.00
75-00

120.00
225.00



ATTACHMENT B

MEMORANDUM

DATE: Ma y 4, 2007

TO: Ble s s ing Chukwu

FROM : De l S mith

KACY P ARKER DBA ARROYO WATER COMP ANY, INC. - AP P LICATION
FOR CERTIFICATE OF CONVENIENCE AND NECES S ITY AND FOR THE
AP P ROVAL OF S ALE OF AS S ETS  (DOCKET NO. W-04286A-04-0774)

Introduction and Background

On Octobe r 19, 2004, Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc ("Arroyo Wa te r" or
"Co mp a n y") Hle d  a n  a p p lica tio n  with  th e  Arizo n a  Co rp o ra tio n  Co mmis s io n  ("ACC" o r
"Commis s ion") for is s ua nce  of a  ne w CC&N to  provide  wa te r s e rvice  in  a  portion  of Gila
County, Arizona , and for approva l of the  sa le  of asse ts  to Kacy Parker.

Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc. is  p rovid ing  wa te r u tility s e rvice  to
a pproxima te ly 86 cus tome rs  in  a  portion of Gila  County, Arizona .1 The  Compa ny is  the
s ucce s s or-in-inte re s t to the  a s s e ts  of Arroyo Wa te r Compa ny, Inc., db Tonto Ba s in Wa te r
Compa ny, a  de funct public s e rvice  corpora tion. Mr. Ka cy P a rke r is  the  P re s ide n t o f the
Company. Mr. John Otten is  the  on-s ite  manager.

On  April 19 , 2005 , S ta ff wa s  d ire c te d  by P roce dura l Orde r to  tile  a  S ta ff Re port
address ing the  ownership and opera tiona l s ta tus  of Arroyo Wate r, a s  we ll a s  any ongoing issues
with re spe ct to Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") complia nce  is sue s  a nd
S ta ffs  re comme nda tion re ga rding the  propose d tra ns fe r of a s se ts  a nd is sua nce  of a  CC&N to
Ka cy Pa rke r.

On June  2, 2005, S ta ff was  granted an extens ion of time  to tile  its  S ta ff Report until June
24, 2005. Arroyo Water was ordered to file  a  response  to the  Sta ff Report by July 11, 2005 .

On J une  24, 2005 S ta ff file d its  S ta ff Re port s ta ting tha t in orde r for it to de te rmine
whe the r or not to  s upport the  re lie f re que s te d by Arroyo Wa te r, tha t it ne e de d a dditiona l
informa tion. The re  we re  e ight ite ms  S ta ff lis te d a s  informa tion it ne e de d to comple te  its  re vie w
a nd  a na lys is  o f Arroyo  Wa te r's  a pp lica tion . With  re g a rd  to  e n g in e e rin g  ite ms  S ta ff
recommended;

• That the  Company be  required to provide  its  water use  data  sheet.

RE:

1 Customer count per water use data sheet tiled on February 7, 2007.
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Tha t the  Company be  required to provide  to S ta ff informa tion about the  proposed
ne w we ll a nd the  propose d a dditiona l s tora ge . In a ddition, the  Compa ny should
be  re quire d to provide  a  de s cription of wha t the  Compa ny pla ns  to do to me e t
production and s torage  needs  and the  time  table  for comple tion. The  informa tion
s hould include  informa tion s uch a s  we ll ID numbe r, production ca pa city a nd
wa te r qua lity of the  we ll, loca tion of propos e d s tora ge  ta nk, s ize  a nd how it will
be  tied to the  system.

• Tha t the  Compa ny be  re quire d to provide  a rs e nic conce ntra tion le ve ls  for the
e xis ting we ll a nd the  propos e d we ll. If e ithe r we ll ha s  a n a rs e nic conce ntra tion
higher than 10 ppb, the  Company sha ll a lso submit an a rsenic trea tment plan.

On February 10, 2006, Arroyo Water was ordered to file  a  response  to the  S ta ff Report by
February 24, 2006.

On Ma y 17, 2006, S ta ff wa s  dire cte d by P roce dura l Orde r to file  by J une  l, 2006, a
re comme nda tion for a ppropria te  a ction to be  ta ke n, including but not limite d to, purs uit of a n
Orde r to Show Cause  for fa ilure  of Arroyo Wate r to provide  the  additiona l informa tion reques ted
by S ta ff a nd fa ilure  to comply with the  pre vious  P roce dura l Orde r dire ctive s  to re spond to the
Sta ff Report.

On December 6, 2006, S ta ff filed an Insufficiency Le tte r se tting forth the  specific a reas  in
which S ta ff deemed Arroyo Wate r's  applica tion to be  de ficient.

On Ma rch 16, 2007, S ta ff tile d  a  S ufficie ncy Le tte r indica ting  tha t Arroyo Wa te r's
applica tion me t the  sufficiency requirements  in the  Arizona  Adminis tra tive  Code .

Arroyo  Wa te r S ys te m

The  Compa ny's  sys te m cons is ts  of one  we ll, Arizona  De pa rtme nt of Wa te r Re source s
one  2,500 ga llon

pressure  tank, a  boos te r pump and dis tribution sys tem sewing 86 cus tomers .2 Fire  protection is
not provide d. According to the  Compa ny, the  we ll will produce  90 ga llons  pe r minute  which is
a de qua te  to s e rve  the  e xis ting ba s e  of cus tome rs  plus  s ome  growth. Howe ve r, the  s ys te m
curre ntly ha s  ina de qua te  s tora ge  ca pa city. Appa re ntly, the  Compa ny ha s  a dde d minima l ne w
cus tomers , if any, s ince  filing its  applica tion in 2004.

("ADWR") Ide ntifica tion No. 55-805621, one  11,000 ga llon s tora ge  ta nk,

z The Water Company Plant Description information tiled on February 7, 2007 fa iled to provide the quantity of
metered connections .
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Arroyo Wate r Sys tem Propos ed  Additions

The  Compa ny ha s  indica te d tha t a s  s oon a s  the  tra ns fe r ha s  be e n a pprove d by the
Commiss ion tha t it plans  to make  the  following plant additions  to address  its  de ficiencies  :

• Add 24,000 ga llons  of additiona l s torage  a t the  we ll s ite .

• Add 24,000 gallons of s torage  and booster pump a t a  new site  on the  system's  east
s ide .

Adding these  two new s torage  tanks  will increase  tota l s torage  capacity to 59,000 ga llons .

• Re pla ce  d ie  e xis ting  pre s s ure  ta nk a t the  we ll s ite  with  a  ne w 2 ,000 ga llon
pressure  tank.

S ta ff concludes  tha t the  Company's  proposed s torage  additions  will be  sufficient to mee t
the  ne e ds  of the  e xis ting cus tome r ba se  a nd five  ye a rs  of growth us ing the  growth proje ctions
provide d in the  a pplica tion. S ta ff re comme nds  tha t Arroyo Wa te r be  re quire d to file  in Docke t
Control a s  complia nce  its  Approva l of Cons truction ("AOC") is s ue d by ADEQ for the  s tora ge
additions and other improvements by December 31, 2007 .

Non-account Water

Non-a ccount wa te r should be  10 pe rce nt or le s s  a nd ne ve r more  tha n 15 pe rce nt. It is
importa nt to be  a ble  to re concile  the  diffe re nce  be twe e n wa te r sold a nd the  wa te r produce d by
the  source . A wate r ba lance  will a llow a  wa te r company to identify wa te r and revenue  losses  due
to le a ka ge , the ft, a nd flus hing. Non-a ccount wa te r for the  Compa ny could not be  de te rmine d
because  the  Arroyo Wate r sys tem well is  not equipped with a  we ll me te r which records  the  wa te r
pumped. S ta ff re commends  tha t Arroyo Wate r be  required to ins ta ll a  we ll me te r on its  we ll and
de mons tra te  complia nce  with  th is  re qu ire me nt by S e p te mbe r 30 , 2007 . S ta ff furthe r
re comme nds  tha t be ginning in Octobe r 2007 the  Compa ny be  re quire d to re cord the  wa te r
pumpe d e a ch month to de te rmine  the  le ve l of wa te r los s . If a fte r twe lve  months  the  Compa ny
de te rmine s  tha t the  le ve l of wa te r los s  is  e xce e ding 10 pe rce nt the n the  Compa ny s ha ll ta ke
immedia te  action to reduce  the  leve l to 10 pe rcent or le ss . The  Company sha ll report the  re sults
of its  wa te r los s  de te rmina tion by filing a  re port with Docke t Control in Nove mbe r 2008. S ta ff
will file  a  response  to this  report a long with any recommenda tions  by December 31, 2008.

ADEQ Co mp lia n c e

ADE Q  re g u la te s  th e  Arro yo  wa te r s ys te m u n d e r ADE Q  P u b lic  W a te r S ys te m
Ide ntifica tion No. ("P WS  ID #") 04-083. ADEQ ca nnot de te nnine  if this  s ys te m is  curre ntly
de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
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Title  18, Cha pte r 4.3 ADEQ re porte d tha t this  s ys te m ha s  ma jor monitoring a nd re porting
deficiencies because its data  base

S hows  tha t the  ca le nda r ye a rs  2002 through 2005 consume r confide nce  re ports  a re
m rs s lng

• Doe s  no t s how tha t the  re quire d  ba s e line  le a d  a nd  coppe r m onitoring  ha s  be e n
comple te d.

• Does not show that doe required annual nitrate analyses have been done for 2004
31'1d 2005. .

ADEQ a lso reported tha t this  sys tem has  a  ma jor ope ra tion and ma intenance  de ficiency
for inadequate  storage.

S ta ff re c o m m e n d s  th a t  th e  p ro p o s e d  tra n s fe r b e  d e n ie d . S ta ff will re a s s e s s  th is
re c o m m e n d a t io n  if  b y  th e  d a te  o f th e  h e a r in g  in  th is  m a t t e r S ta ff h a s  re c e iv e d  ADE Q
doc um e nta tion  de m ons tra ting  tha t P W S  ID #04-083  is  de live ring  wa te r tha t m e e ts  the  wa te r
qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18, Cha pte r 4.

Ars e n ic  le ve ls  re porte d  by the  Com pa ny fo r the  Arroyo  wa te r s ys te m  com ply with  the
ne w a rse nic s ta nda rd of 10 microgra ms  pe r lite r tha t be ca me  e ffe ctive  on J a nua ry 23, 2006.4

ADEQ Notice o f Vio la tio n  ("NOV")

On November 3, 2006, the  Arroyo Wate r sys tem was  inspected by ADEQ. As  a  re sult of
tha t inspe ction ADEQ is sue d a n NOV to Arroyo Wa te r on De ce mbe r 15, 2006. The  NOV is  a n
informa l complia nce  a s s ura nce  tool us e d by ADEQ to put the  re s pons ible  pa rty, in this  ca s e
Arroyo Wa te r, on notice  tha t ADEQ be lie ve s  a  viola tion of a n e nvironme nta l re quire me nt ha s
occurre d. The  NOV wa s  is s ue d to Arroyo Wa te r for fa iling to ha ve  a de qua te  wa te r s tora ge ,
fa iling to ha ve  a  ce rtifie d ope ra tor a nd fa iling to ma inta in the  pre s sure  ta nk. In a ddition to the
monitoring and reporting de ficiencie s  lis ted in the  preceding section, the  NOV lis ted a  de ficiency
for fa iling to monitor for coliform during the  months  of De ce mbe r 2005 a nd Ja nua ry 2006. The
Compa ny a ls o fa ile d to ta ke  re pe a t coliform s a mple s  in J uly a nd Augus t 2006 a fte r re ce iving
pos itive  re sults  for coliform. in a ddition to the se  viola tions , the  A.DEQ inspe ctor re comme nde d
tha t Arroyo Wa te r a ddre s s  s e ve ra l othe r conditions  ide ntifie d during the  Nove mbe r 3, 2006,
inspe ction.

On March 7, 2007, ADEQ filed its  re sponse  to Arroyo Wate r's  submitta ls  tha t addressed
the  NOV is sue d to Arroyo Wa te r on De ce mbe r 15, 2006. In its  re sponse  ADEQ re porte d tha t
complia nce  ha d be e n a chie ve d for a ll of the  monitoring a nd re porting de ficie ncie s  lis te d in the

3 ADEQ Drinking Water Compliance Status Report dated 7-14-06.
4 Information contained in Company response filed on November 15, 2006.

\
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NOV. ADEQ a ls o re porte d tha t Arroyo Wa te r wa s  in complia nce  with the  re quire me nt tha t it
e mploy a  ce rtifie d ope ra tor (a ccording to informa tion submitte d by the  Compa ny Ja me s  Ha rre ll
is  the  ce rtifie d ope ra tor for Arroyo Wa te r). ADEQ re porte d tha t Arroyo Wa te r ha d fa ile d to
achieve  compliance  with wate r s torage  and proper facility maintenance  requirements .

S ta ff recommends  tha t Arroyo Wate r file  in Docke t Control a s  a  compliance  ma tte r, for a
pe riod of twe lve  months  following the  de cis ion in this  docke t, docume nta tion showing tha t the
m o n th ly m o n ito rin g  re q u ire d  b y ADE Q  to  d e te rm in e  c o m p lia n c e  with  th e  m a xim u m
contaminant leve l for tota l coliform bacte ria  ha s  been conducted and tha t the  Company's  wa te r
qua lity is  in complia nce  with ADEQ rule s .

ADWR Co mp lia n c e

Arroyo Wa te r is  not in a n ADWR Active  Ma na ge me nt Are a . The re fore , the  Compa ny is
not re quire d to comply with ADWR monitoring a nd re porting re quire me nts .

ADWR we ll re gis tra tion re cords  s till re fle ct the  pre vious  owne r a s  owning the  Arroyo
s ys te m we ll (ADWR Ide ntifica tion No. 55-80562l). S ta ff re comme nds  tha t the  Compa ny be
re quire d  to  ma ke  a ll corre ctions  to  ADWR re g is tra tion  re cords  to  re fle ct Arroyo  Wa te r's
ownership of the  Arroyo sys tem we ll and a lso demons tra te  compliance  with this  requirement by
December 31, 2007.

ACC Co mp lia n c e

A Compla int a nd P e tition For Orde r to S how Ca us e  a ga ins t Ka cy J . P a rke r db J a ke 's
Corne r Wa te r sys te m ("Ja ke 's  Come r") wa s  tile d by S ta ff on April 17, 2007. Ja ke 's  Corne r a nd
Arroyo Wa te r a re  owne d by the  s a me  individua ls . J a ke 's  Come r ha s  fa ile d to comply with
Commis s ion De cis ion No. 67231 which a pprove d the  J a ke 's  Come r tra ns fe r of As s e ts  a nd
CC&N to Ka cy P a rke r s ubje ct to the  time ly filing of s e ve ra l complia nce  ite ms  one  of which
include d the  ins ta lla tion of a  s tora ge  ta nk by June  2005. In a  le tte r to the  Complia nce  S e ction
Mr. Parker indica ted tha t Jake 's  Comer would only ins ta ll the  s torage  tank contingent upon a  ra te
case.

S ta ff re comme nds  tha t the  propos e d tra ns fe r be  de nie d. S ta ff will re a s s e s s  th is
recommendation if by the  da te  of the  hearing in this  matte r Jakes  Comer has  filed documenta tion
de mons tra ting tha t it ha s  file d a n a dminis tra tive ly comple te  Approva l to Cons truct ("ATC")
applica tion with ADEQ for increas ing its  wa te r s torage  capacity.

Cu rta ilme n t Ta riff

A curtailment tariff is an effective tool to allow a water company to manage its resources
during periods of shortages due to pump breakdowns, droughts, or other unforeseeable events.
Since Arroyo Water does not have a curtailment tariff; Staff recommends that Arroyo Water tile
a curtailment tariff within 45 days of the effective date of the Commission's Decision in this
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ma tte r. The  ta riff s ha ll be  docke te d a s  a  complia nce  ite m unde r this  docke t numbe r for the
re vie w a nd ce rtifica tion  of S ta ff. S ta ff furthe r re comme nds  tha t the  ta riff s ha ll ge ne ra lly
conform to the sample ta riff found on the Colnmis s ion's webs ite a t
www.azcc.,qov/divis ions /utiVfonns /Curta ilment-s td.pdf. S ta ff re cognize s  tha t the  Compa ny ma y
ne e d to ma ke  minor modifica tions  to the  s a mple  ta riff a ccording to the ir spe cific ma na ge me nt,
operational, and design requirements as necessary and appropria te .

Ba c kflow P re ve n tion  Ta riff

S ince  Arroyo Wa te r doe s  not ha ve  a  ba ckflow pre ve ntion ta riff, S ta ff re comme nds  tha t
Arroyo Wa te r file  a  ba ckflow pre ve ntion  ta riff with in  45  da ys  of the  e ffe ctive  da te  of the
Commiss ion's  De cis ion in this  ma tte r. The  ta riff sha ll be  docke te d a s  a  complia nce  ite m unde r
this  docke t numbe r for the  re vie w a nd ce rtifica tion of S ta ff S ta ff furthe r re comme nds  tha t the
ta riff s ha ll ge ne ra lly conform to  the  s a mple  ta riff found  on  the  Commis s ion 's  we bs ite  a t
www.a zcc.,qov/divis ions /util/forms /Cross  c.pdf.

Summary

Conclus ions

Arroyo  Wa te r's  we ll p roduc tion  is  a de qua te  to  s e rve  the  e xis ting  ba s e  o f
cus tome rs  plus  s ome  growth. Howe ve r, the  s ys te m curre ntly ha s  ina de qua te
storage  capacity.

Arroyo Wate r's  proposed s torage  additions  will be  sufficient to mee t the  needs  of
the  exis ting cus tomer ba se  and five  yea rs  of growth us ing the  growth projections
provide d in the  a pplica tion.

Arsenic leve ls  reported by the  Company for the  Arroyo wa te r sys tem comply with
the  new arsenic s tandard of 10 micrograms per lite r.

James Harre ll is  the  ce rtified opera tor for the  Arroyo Wate r sys tem.

Arroyo Wa te r ha s  fa ile d to a chie ve  complia nce  with ADEQ's  wa te r s tora ge  a nd
proper facility maintenance  requirements .

Arroyo Wa te r is  not in  a n  ADWR Active  Ma na ge me nt Are a . The re fore , the
Compa ny is  no t re qu ire d  to  comply with  ADWR monito ring  a nd  re po rting
requirements .

Recommendations

2.

1 .

4.

3.

5.

6.

1 . S ta ff re comme nds  tha t Arroyo Wa te r be  re quire d to file  in Docke t Control a s
compliance  its  AOC issued by ADEQ for the  proposed s torage  additions  and other
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improve me nts  within s ix months  of the  e ffe ctive  da te  of the  Commiss ion's  orde r
in this  ma tte r.

Non-account wa te r should be  10 pe rcent or le ss  and neve r more  than 15 pe rcent.
It is  importa nt to be  a ble  to re concile  the  diffe re nce  be twe e n wa te r sold a nd the
wa te r produce d by the  s ource . A wa te r ba la nce  will a llow a  wa te r compa ny to
ide ntify wa te r a nd re ve nue  los s e s  due  to le a ka ge , the ft, a nd flus hing. No n -
a ccount wa te r for the  Compa ny could not be  de te rmine d be ca us e  the  Arroyo
Wa te r s ys te m we ll is  not e quippe d with a  we ll me te r which re cords  the  wa te r
pumpe d. S ta ff re comme nds  tha t Arroyo Wa te r be  re quire d to ins ta ll a  we ll me te r
on its  we ll a nd de mons tra te  complia nce  with this  re quire me nt by S e pte mbe r 30,
2007. S ta ff furthe r recommends  tha t beginning in Octobe r 2007 the  Company be
re quire d to re cord die  wa te r pumpe d e a ch month to de te rmine  the  le ve l of wa te r
los s . If a fte r twe lve  months  the  Compa ny de te rmine s  tha t the  le ve l of wa te r los s
is  exceeding 10 pe rcent then the  Company sha ll take  immedia te  action to reduce
the  le ve l to 10 pe rce nt or le s s . The  Compa ny sha ll re port the  re sults  of its  wa te r
los s  de te rmina tion by tiling a  re port with  Docke t Control in  Nove mbe r 2008.
S ta ff will tile  a  re s pons e  to  a Ns  re port a long with  a ny re comme nda tions  by
December 31, 2008.

ADEQ ca nnot de te rmine  if this  s ys te m is  curre ntly de live ring wa te r tha t me e ts
wa te r qua lity s ta nda rds  re quire d  by ArizOna  Adminis tra tive  Code , Title  18 ,
Cha pte r 4.5 ADEQ re porte d tha t this  sys te m ha s  ma jor monitoring a nd re porting
de fic ie nc ie s  a nd  ma jo r ope ra tion  a nd  ma in te na nce  de fic ie nc ie s . S ta ff
re comme nds  tha t the  propos e d tra ns fe r be  de nie d. S ta ff will re a s s e s s  th is
re comme nda tion if by the  da te  of the  he a ring in this  ma tte r S ta ff ha s  re ce ive d
ADEQ docume nta tion de mons tra ting tha t P WS  lD #04-083 is  de live ring wa te r
tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
Title  18, Chapte r 4.

S ta ff re comme nds  tha t Arroyo Wa te r file  in  Docke t Control a s  a  complia nce
ma tte r, for a  pe riod  of twe lve  months  fo llowing  the  de cis ion  in  th is  docke t,
docume nta tion  s howing  tha t the  month ly monito ring  re qu ire d  by ADEQ to
de te rmine  complia nce  wide  the  ma ximum conta mina nt le ve l for tota l coliform
ba c te ria  ha s  be e n  conduc te d  a nd  tha t the  Compa ny's  wa te r qua lity is  in
complia nce  with ADEQ rule s .

S ta ff re comme nds  tha t the  Compa ny be  re quire d to  ma ke  a ll corre ctions  to
ADWR re gis tra tion re cords  to re fle ct Arroyo Wa te r's  owne rs hip of the  Arroyo
system well and a lso demonstra te  compliance  by December 31, 2007.

5 ADEQ Drinking Water Compliance Status Report dated 7-14-06.

2.

3.

4.

5.
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A Compla int a nd P e tition For Orde r to S how Ca use  a ga ins t Ka cy J . P a rke r db
J a ke 's  Come r Wa te r s ys te m wa s  file d  by S ta ff on  April 17 , 2007 , fo r non-
complia nce  with  De cis ion  No. 67231. S ta ff re comme nds  tha t the  propos e d
transfe r be  denied. S ta ff will re a s se s s  its  re comme nda tion if by the  da te  of the
hea ring in this  ma tte r Jakes  Comer has  filed documenta tion demons tra ting tha t it
ha s  tile d a n a dminis tra tive ly comple te  Approva l to Cons truct ("ATC") a pplica tion
with ADEQ for increas ing its  wa te r s torage  capacity.

S ta ff recommends  tha t Arroyo Wate r file  a  curta ilment ta riff within 45 days  of the
e ffe ctive  da te  of the  Commis s ion's  De cis ion in this  ma tte r. The  ta riff s ha ll be
docke te d a s  a  complia nce  ite m unde r this  docke t numbe r for the  re vie w a nd
ce rtifica tion of S ta ff. S ta ff furthe r re comme nds  tha t the  ta riff s ha ll ge ne ra lly
c o n fo rm  to  th e  s a m p le  ta riff fo u n d  o n  th e  C o m m is s io n ' s  we b s ite  a t
www.a zcc.gov/divis ions /uti1/fonns /Curta ilme nt-s td.pdf.

l

6.

7.

8. S ta ff re comme nds  tha t Arroyo Wa te r file  a  ba ckflow pre ve ntion ta riff within 45
da ys  of the  e ffe ctive  da te  of the  Commiss ion's  De cis ion in this  ma tte r. The  ta riff
sha ll be  docke te d a s  a  complia nce  ite m unde r this  docke t numbe r for the  re vie w
a nd ce rtifica tion of S ta ff S ta ff furthe r re comme nds  tha t the  ta riff sha ll ge ne ra lly
c o n d o rrn  to  th e  s a m p le  ta riff fo u n d  o n  th e  C o m m is s io n ' s  we b s ite  a t
www.a zcc.gov/divis ions /util/forms /Cros s  c.pdf



ATTACHMENT C

MEMQBAEQQM

TO : B16wm9 Chukwu
Executive Consultant III
Utllltle'5 Dlvl5lon

FROM: Barb W6115
Iruformatlon Technology 5pec»ah5t
Utlllt1e5 Dlvl5lon

TI'1 RU : Del Smith
Enqmeerlnq Supervlaor
Utllltxes DIvl5Ion

DATE : June 13, 2005

RE Z l\RRoyll wmaUUMPANY, fun. IIIOIIKET NO.W-042858-04-0174]

The area requested by Arroyo for a CC$N hoe been plotted with no compllcatuone
uemq the legal de5cr1pt1on provided with the application (a copy of which 15 attached).

Also attached 15 a copy of the map for your f1le5.

:boW

Attachments

- . .  »|

cc: Docket Control
Arroyo Water Company, Inc.
Mr. John Chelas
Ms. Deb Person (Wand Carried)
File
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PRCPGSED CCN AREA
FOR

ARROYO WATER c0rv11>A1*~ty, inc.

aw , 2003

The East half of Section 11, all of Section 12, all of Section 13 and the East half of
Section 14 of Township 6 North, Ralige 10 East, Gila and Sadr River Base Meridian.

TOTF4L P.89


