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IN THE MATTER OF THE APPLICATION OF
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) APPLICATION FOR
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DECISION NO. 69672

Pursuant to A.R.S. §40-253, the City of Surprise respectfully submits the Application for

Rehearing of Decision No. 69672 ("Decision") granting the West End Water Company request

for an extension of its Certificate of Convenience and Necessity ("CC&N").

Grounds for Rehearing

The Commission Lacks Authority to Grant an Unconditional CC&N
When the Applicant Lacks a Franchise

West End Water Company does not have a franchise or a permit from Maricopa County

to operate a water company in the requested expansion area. The franchise previously issued by

Maricopa County for the expansion area expired by its terms on August 1, 2006 and was not

renewed. Every applicant for a certificate must submit to the commission evidence that the

applicant has received the required consent, franchise or permit of the proper county, city and

county, municipal or other public authority." A.R.S. §40-282(B). Arizona cases interpreting
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conditiona l na ture  of any ce rtifica te  issued to an applicant without a  franchise . City of Tucson v

Ariz. Corp .Comm Jr 1 Ariz. App. 110, 112, 399 P .2d 913, 915 (1965) ("Commiss ion may orde r

gra nting a  ce rtifica te ."), Pa radise  Va lley Wate r Co. v. Ariz .Corp .Comm 'n, 92 Ariz. 391, 393

377 P.2d 769, 771 (1963) ("issuance  of the  certifica te  dependent upon securance  of a  franchise

and hea lth department approva l")

Because  West End does not have  a  franchise , the  Commission was lawfully authorized

to: (1) issue  an "orde r pre liminary" or (2) grant the  expans ion on the  condition tha t the

however, does  ne ither. Ins tead the  Decis ion directs  the  Company to re turn and submit a

franchise  to the  Commission within 365 days, but does  not condition the expansion on the

submiss ion of tha t franchise . Issuing an unconditiona l ce rtifica te  to a  utility without a  franchise

is  contra ry to Arizona  la w

The  unconditioned form of this  ce rtifica te  may not be  wha t the  Commiss ion intended

The Staff report (page  6, No.6), as  well as  the  conversa tion during the  open meeting, suggested

tha t the  franchise  requirement was  intended to be  "conditiona l" and tha t the  CC&N would be

null and void" if the  condition was  not me t. The  re levant pages  of the  S ta ff Report a re  a ttached

as  Exhibit 1. By its  language , however, the  Decis ion unlawfully grants  West End Wate r

Company a  ce rtifica te  without a  franchise  and does  not condition the  ce rtifica te  on rece ipt of

such a  franchise . For this  reason, the  City of Surprise  requests  rehearing
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2. West End Water Company Has Not Received A Request for Service.

This  Commission has  s teadfastly required a  request for se rvice  from the  landowner

before  granting a  water company a  CC&N. See  e .g. Decis ion No. 68453 a t 'W 78, 119, and 129,

see also Decis ion No. 68445 a t page  4 (declining to approve  extension into a rea  without request

for se rvice), Decis ion No. 64288 a t W 47, 70, and 84 (declining to approve  extension into a rea

without requests  for service  because  without them, "a  public need and necessity has not been

es tablished"). This  ca se  is  no diffe rent. The  owner of the  expans ion a rea  has never asked West

End Wate r Company for wa te r se rvice . Nothing in this  record supports  a  finding tha t this  priva te

wate r company's C C &N should be  expanded to serve this  property when it has not been asked to

provide  wa te r by the  prope rty owner.

3. The  Commis s ion  Ma de  No Fa c tua l Find ing  tha t We s t End  Wa te r Compa ny
is  Fit to  Provide  Service .

Neither the  Recommended Opinion and Order, nor the  Decis ion express ly de te rmined

tha t West End Water Company was a  fit and proper entity to rece ive  an extension of its  water

CC&N. Because  the  Recommended Order and Opinion denied the  requested expansion, West

End's  fitness as  an applicant was not addressed. For the  issuance  of a C C &N to be  in the  public

inte rest, the  Commission must investiga te  the  applicant and compile  a  record demonstra ting tha t

James P. Paul Water

Co. v. Ariz. Corp. Comm 'n, 137 Ariz. 426, 434, 671 P .2d 404, 412 (1983). The  Commiss ion

must examine  the  evidence , and draw conclusions  based on tha t evidence . Id In this  case , the

Hearing Office r drew no such conclus ions  and the  Commiss ion s imila rly did not we igh the

evidence . During the  hearing, te s timony was  offe red regarding West End's  ongoing wate r loss

ra te  of 16% (May Tr. 270:20-27128, May Tr. 257:25-258:24); inappropria te  use  of deve loper

funds (See  Exs. COS-4, COS-5, COS-6, May Tr. 94:10-95:14, 96:9-25), and the age and low
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capacity of Wes t End Wate r Company's  equipment. Additiona lly, the  Commiss ion recently

approved a  ra te  increase  for a ll current and future  West End ra tepayers  of approximate ly 60%.

(See  August 29, 2006 Decis ion No. 68925 a t W 33, 44, and 45.) These  concerns  a ll bring into

sha rp focus  tha t in this  Decis ion the  Commiss ion did not we igh the  evidence  and a ffirma tive ly

conclude  tha t West End Wate r Company is  fit to rece ive  the  CC&N expansion. Rehearing

should be  granted because  the  Commission lacks authority to issue  a C C &N without finding tha t

the  applicant is  a  Ht and proper entity to provide  wate r se rvice .

4. The Commission Violated the City's Constitutional Right to Serve by
Authorizing Service by a Private Water Company.

The  City of Surprise  has  a  constitutiona l right to provide  wa te r se rvice  to ne ighborhoods

XIII, 54 Ariz. 470, 474, 97 P .2d 210, 212 (1939) (lis ting the  "rule s

gove rning municipa l corpora tions ," which include  "the  right to furnish wa te r ... to cus tome rs

without, a s  we ll a s  within, its  corpora te  limits "). No ce rtifica te , or a n e xpa ns ion of a  curre nt

ce rtifica te , should be  issued by the  Commission when the  City s tands  ready, able  and willing to

serve  the  land a t issue . Certa inly, where  a  developer has only requested service  from the

municipa lity, and has  made  no such request to the  priva te  wate r company, issuing a  CC&N to the

priva te  wa te r company amounts  to an uncons titutiona l inte rfe rence  with the  municipa lity's  right

to serve.

5. The  Public  Inte res t Favors  Denia l of th is  Expans ion Reques t

The City of Surprise  chose  to extend service  to the  requested expansion area , a fter careful

de libe ra tion, a s  pa rt of a  s ta te -manda ted planning e ffort (the  Growing Smarte r legis la tion). (See

City's  Clos ing Brie f a t 4-5 a nd l9-23.) The  Surprise  Ge ne ra l P la n se ts  forth a  City policy

des igned to prevent "nega tive ly impact[ing] the  supply and qua lity of the  city's  wa te r re sources ,"
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and announces  tha t the  City will provide  integra ted water and wastewater se rvice  for a reas  like

the  reques ted expansion a rea . (Ex. COS-10 a t p.123-24.) This  is  entire ly consis tent with the

Arizona  Supreme  Court's  guidance  tha t "it is  de s irable  [for the  city] to have  control of

cons truction and expense , of utility facilitie s  in the  a reas  of potentia l growth." Citize ns  Utilitie s

Water Co. v. P ima County Super. Co., 108 Ariz. 296, 300, 497 P .2d 55, 59 (1972). In the  end,

re s idents  living within the  City of Surprise  Gene ra l P lanning Area  will be  be tte r se rved by a

municipa l provider tha t is  able  to de live r integra ted wa te r and sewer se rvices . Indeed, integra ted

water and wastewater service  has been chosen repeatedly as the  preferred option by this

Commiss ion. See , In the  Matte r of Woodruff Water Company, De cis ion No. 68453 (S ta ff

recommendation tha t "[t]he  benefits  of deve loping and opera ting integra ted wate r and

was tewa te r utilitie s  ... outwe igh the  economies  imputed to [the  non-integra ted provide r's ] la rge r

sca le "), see  gene ra lly Citizens  Utilitie s  Wate r Co., 108 Ariz. a t 300, 497 Ariz. a t 59 ("It is

des irable  to 'beef up' the  fire  protection by having an integra ted wate r sys tem throughout the

a rea .").

As for timing, the  record shows tha t the  City can provide  integra ted wate r and sewer

services  just as  quickly as  West End can provide  only water se rvices . (See May Tr. 19512-13

(Surprise  te s timony tha t wa te r se rvice  will be  provided in same  time  frame  by e ithe r pa rty),

267:18-268:2 (S ta ff te s timony tha t wa te r se rvice  will be  provided in same  time  frame  by e ithe r

pa rty).) As  S ta ff' s  expe rt witness  te s tified, the  time  flame  for enginee ring and building the  wa te r

system would be  the  same whether West End or the  City serves because  it is  the  developer who

will be  funding and constructing the  necessa ry infras tructure . (May Tr. 199:16-200:6, 265222-

266:17, 267: 18-268:2.) The  City's  method for repaying the  deve loper for the  cos t of wa te r

infra s tructure  a lso is  re levant to the  public inte re s t ana lys is . West End will recover the  cos t of
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sewing the  expansion a rea  through revenue  collected from a ll of its  ra tepayers  over time . In

contrast, Surprise  would use  development impact fees  to re imburse  the  developer - a  mechanism

that ensures tha t development costs  a re  pa id by only those  individuals  who choose  to buy a  home

in the requested area

In sum, the  public inte re s t will be  bes t se rved if the  City of Surprise , with its  subs tantia l

financia l, opera tiona l and adminis tra tive  resources , se rves  the  expansion a rea  a t issue . For these1

reasons, the  City of Surprise  respectfully requests  rehearing of Decis ion No. 69672

Dated this  18'" day of July, 2006

OS BORN MALEDON, P .A.

By r-v
Joa Burke
Da nie lle  D. Ja r itch
2929 North Centra l Avenue , Suite  2100
Phoe nix, Arizona  85012-2793
(602) 640-9000
jburke @omla w.corn
dj anitch@om1aw.com

Attorneys  for the  City of Surprise

1 Any sugges tion tha t the City of Surprise will inevitably and imminently serve this  development is  incorrect. The
West End Water Company CC&N expans ion will, in a ll likelihood, discourage ra ther than encourage ultimate
municipa l ownership of the water facilities  serving this  development.
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Originator: Blessing Chukwu

Attached is the Staff Report for West End Water Company's application for extension of
its existing Certificate of Convenience and Necessity for water service. Staff is recommending
approval with conditions.
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EXECUTIVE SUMMARY
WEST END WATER COMPANY
DOCKET NO. W-01157A-05-0706

On October 5, 2005, West End Water Company ("West End" or "Company") filed an
applica t ion with the Ar izona  Corpora t ion Commission ("ACC" or  "Commission") for  an
extension of its Certificate of Convenience and Necessity ("CC&N") to provide water service to
a portion of Maricopa County, Arizona. On February 3, 2006, Staff tiled a Sufficiency Letter
indicating that die application had met the sufficiency requirements of the A.A.C. R14-2-402(C)

By dies application, the Company is seeking Commission authority to add approximately
one quarter square mile to its existing certificated area. West End's certificated area is located in
an area northwest of die City of Surprise and the City of Phoenix, in Maricopa County. The
requested area is adjacent to the Compally's existing service area and is located in the northwest
quarter of Section 25 in Township 5 North, Range 3 West

On March 28, 2006, the City of Surprise ("the City") tiled an Application for Leave to
Intervene. In its Application, die City of Surprise stated that it "anticipates providing water and
sewer services to the area targeted by West End Water Company for future service." The City
also alleged that "West End Water Company's Application seeks authority to provide water
utility service to an area that is within the City of Sulprise's planned annexation area and which
the City intends to serve

Based on Staff' s review and analysis of the application, Staff believes that the Company
will have adequate production and storage capacity to serve the requested area with the addition
of the new wells and storage tank

Staff recommends the Commission approve the West End application for an extension of
its CC&N within portions of Mohave County, Arizona, to provide water service, subject to
compliance with the following conditions

1. To require West End to charge its authorized rates and charges in the extension area

2. To require West End to file with Docket Control, as a compliance item in this docket
a Notice of Filing indicating West End has submitted for Staff review and approval, a
copy of the fully executed main extension agreements for water facilities for the
extension area within 365 days of a decision in this case

3. To require West End to file with Docket Control, as a compliance item in this docket
a copy of the Maricopa County Environmental Services Department Approval to
Cons truct ("ATC") for the  ne w we lls  a nd s tora ge  ta m  by De ce m be r 31, 2006

4. To require West End to tile with Docket Control, as a compliance item in this docket
a copy of the developer's Certificate of Assured Water Supply, where applicable or
when required by statute, by December 31, 2007



\

5. To re quire  We s t End to File  a  curta ilme nt ta riff a s  soon a s  poss ible , but no la te r tha n
forty-five  (45) days  a fte r the  e ffective  da te  of the  orde r in this  ma tte r. The  ta riff sha ll
be  file d with Docke t Control a s  a  complia nce  ite m in this  docke t for S ta ff's  re vie w
a nd ce rtifica tion. The  ta riff sha ll ge ne ra lly conform to the  sa mple  ta riff found on the
Commis s ion's  we b s ite  a t www.cc.s ta te .az.us. S ta ff re cognize s  tha t the  Compa ny
ma y ne e d to  ma ke  minor modifica tions  a ccording  to  its  s pe cific  ma na ge me nt,
operational, and design requirements as necessary and appropriate .

6. To require West End to file with Docket Control, as a compliance item in this docket,
a copy of Maricopa County Franchise agreement for the requested area within 365
days of the decision in this matter.

7. To require  West End to file  a  plan to reduce  its  wa te r loss  to le ss  than 10%. This  plan
should be  file d within 45 da ys  of a  de cis ion in this  ma tte r. If the  Compa ny be lie ve s
tha t it is  not cos t e ffe ctive  to re duce  its  wa te r los s  to le s s  tha n 10%, its  s ha llf1le  a
de ta iled ana lys is  with Docke t COntrol expla ining why it is  not cos t e ffective  to do so.

8. To require  West End to reduce  its  wa te r loss  to a  leve l tha t is  15 percent or le ss  be fore
filing for approva l of any new main extension agreements .

. Staff further recommends that the Commission's Decision granting the requested CC&N
extension to West End be considered null and void, after due process, should West End fail to
meet Condition Nos. 2, 3, 4, 5, 6, and 7 listed above within the time specified.

E
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West End Water Company
Docke t No. W-01732A-05-0532
Page 1

In tro d u c tio n

On Octobe r 5, 2005, We s t End Wa te r Compa ny ("We s t End" or "Colnpa ny") file d a n
a pp lica tion  with  the  Arizona  Corpo ra tion  Commis s ion  ("ACC" o r "Commis s ion") fo r a n
e xte ns ion of its  Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity ("CC&N") to provide  wa te r se rvice  to
a  portion of Ma ricopa  County, Arizona .

On Nove mbe r 4, 2005, the  ACC Utilitie s  Divis ion ("S ta ff") file d a n Ins ufficie ncy Le tte r,
indica ting tha t the  Compa ny's  a pplica tion did not me e t the  sufficie ncy re quire me nts  of Arizona
Adminis tra tive  Code  ("A.A.C.") R14-2-402(C). A copy of the  Ins ufficie ncy Le tte r wa s  s e nt to
the  Company via  U.S  ma il. In the  le tte r, S ta ff lis ted the  de ficiencie s  tha t needed to be  cured for
adminis tra tive  purposes .

On  J a n u a ry 4 ,  2 0 0 6 ,  a n d  J a n u a ry 3 0 ,  2 0 0 6 ,  th e  Co mp a n y p ro vid e d  a d d itio n a l
documenta tion to support its  re lie f requested.

On Fe brua ry 3, 2006, S ta ff file d a  S ufficie ncy Le tte r indica ting tha t the  a pplica tion ha d
me t the  sufficiency requirements  of the  A.A.C. R14-2-402(C).

Background

We s t E n d  is  a n  Arizo n a  Co rp o ra tio n ,  in  g o o d  s ta n d in g  with  th e  Co mmis s io n 's
Corpora tion Divis ion, a nd e nga ge d in  providing wa te r s e rvice  to  cus tome rs  in  portions  of
Ma ricopa  County, Arizona . We s t End wa s  incorpora te d on Ma rch 7, 1979. The  origina l CC&N
for the  Company was  granted by the  Commiss ion in Decis ion No. 16649, is sued on September
23, 1946, in Docke t No. 10545-E-l157, unde r the  name  Spea r Seven Wate r Company. On July
14, 1979, the  Commiss ion is sue d De cis ion No. 50079, in Docke t No. 1045-E-1157, a pproving
the  transfe r of Spear Seven Water Company's  CC&N to West End. West End's  only shareholder
is  Mr. J . D. Ca mpbe ll, the  P re s ide nt. Mr. Ca mpbe ll a ls o owns  S unris e  Wa te r Compa ny.
Altoge die r, Mr. Ca mpbe ll's ' Wa te r'Compa nie s  provide  wa te r s e rvice  to a pproxima te ly 1,535
cus tomers  in Arizona .

By this  applica tion, the  Company is  seeking Commiss ion authority to add approxima te ly
one  quarte r square  mile  to its  exis ting ce rtifica ted a rea . West End's  ce rtifica ted a rea  is  loca ted in
a n a re a  northwe s t of the  City of S urpris e  a nd the  City of P hoe nix, in Ma ricopa  County. The
requested a rea  is  adjacent to the  Company's  exis ting se rvice  a rea  and is  loca ted in the  northwest
quarte r of Section 25 in Township 5 North, Range  3 West.

Fina nc e  o f Utility Fa c ilitie s

The  Compa ny indica te d in the  a pplica tion tha t it will fina nce  the  re quire d utility fa cilitie s
through Compa ny-provide d funding a nd Adva nce  in a id of cons truction. Adva nce s  in a id of
cons truction a re  ofte n in the  form of Ma in or Line  Exte ns ion Agre e me nts  ("MXAs"). MXAs  a re
s ta nda rd indus try pra ctice . The  minima l a cce pta ble  crite ria  for line  e xte ns ion a gre e me nts



West End Water Company
Docke t No. W-01732A-05-0532
Page 2

be twe e n wa te r u tilitie s  a nd priva te  pa rtie s  a re  e s ta blis he d by A.A.C. R14-2-406. These
agreements  gene ra lly require  the  deve lope r to de s ign, cons truct and ins ta ll (or cause  to be ), a ll
fa cilitie s  to provide  a de qua te  s e rvice  to the  de ve lopme nt. The  de ve lope r is  re quire d to pa y a ll
cos ts  of cons tructing  the  re quire d  fa cilitie s  ne ce s s a ry to  s e rve  the  de ve lopme nt. Upon
a cce pta nce  of the  fa cilitie s  by the  Utility Compa ny, the  de ve lope r conve ys  the  utility fa cilitie s
through a  wa rra nty de e d to the  Utility Compa ny. Utility Compa nie s  will ofte n re fund te n (10)
percent of the  annual water revenue  associa ted with development for a  period of ten (10) years .

S ta ff re comme nds  tha t We s t End file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  Notice  of Filing indica ting We s t End ha s  s ubmitte d for S ta ff re vie w a nd a pprova l, a
copy of the  fully e xe cute d ma in e xte ns ion a gre e me nts  for wa te r fa cilitie s  for the  e xte ns ion a re a
within 365 days of a  decis ion in aNs case .

West End operates two separate  systems. They are  the  Wheat System which is  assigned
Public Wate r System ("PWS") No. 07-167, and the  Wittmann System which is  a ss igned PWS
No. 07-067. The  Whea t sys tem consis ts  of a  s ingle  we 'll' 10,000 ga llons  of s torage  capacity and
a  dis tribution sys tem se rving 14 customers . The  Wittmann sys tem consis ts  of one  wells , 200,000
ga llons  of s torage  capacity and a  dis tribution sys tem se rving 215 cus tomers . The  Wittmann
system will be  utilized to serve  the  requested a rea .

The  Wa te r S ys te m

Although the  Wittmann system has adequate  production and s torage  capacity toserye  its
exis ting customer base , the re  is  inadequa te  s torage  and production capacity to se rve  a ll 443 \
cus tom e rs  in the  re que s te d a re a . The  Com pa ny pla ns  to a dd two ne w we lls  a nd a n S odom
ga llon s torage  tank to the  Wittmann sys tem. The  Company plans  to begin ins ta lla tion of this
new plant in the  Spring of 2006 and comple te  its  construction in 2007. S ta ff concludes  tha t the
Company will have  adequate  production and storage  capacity to serve  the  requested area  with the
addition of the  new wells  and s torage  tank.

'This well produces 26 gallons per minutes ("GPM") and does not support a fire flow requirement.
This well produces 250 GPM and supports a fire flow requirement of 500 GPM for 2 hours.

rEach well is designed to produce 750GPM.

The  wastewate r genera ted by West End's  cus tomers  is  trea ted by septic tank. According
to Mr. Marvin E. Collins , the  Manager of West End, was tewa te r se rvice  to the  a rea  will be
supplied by the  City of Surprise . The  a rea  is  within the  City of SLu'prise 's  "Maricopa
Associa tion of Government" Section 208 P lanning Area .

S ta ff recommends  da rt West End file  with Docke t Control, a s  a  compliance  item in this
docke t, a  copy of the  Maricopa  County Environmenta l Se rvices  Department Approva l to
Construct ("ATC") for the  new we lls  and s torage  tank by December 31, 2006.
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Maricopa County Environmental Services Department ("MCESD") Compliance

MCDES reported tha t both the  Whea t and Wittrnann sys tems a re  in Compliance  with its
requirements  and a re  currently de live ring wate r tha t mee ts  wa te r qua lity s tandards  required by
Arizona  Adminis tra tive  Code , Title  18, Chapte r 44.

Arizona Department of Water Resources ("ADWR") Compliance

West End is  loca ted in the  Phoenix Active  Management Area , a s  des igna ted by ADWR.
ADWR reported tha t West End is  in compliance  with its  reporting and conserva tion m1es5.

The  Compa ny ha s  not ye t re ce ive d a  .copy of the  De ve lope r's  Ce rtifica te  of As s ure d
Wa te r S upply for the  a re a  be ing re que s te d from the  ADWR. As  such, S ta ff re comme nds  tha t
We s t End be  orde re d to tile  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of
the  de ve lope r's  Ce rtifica te  of As s ure d Wa te r S upply, whe re  a pplica ble  or whe n re quire d by
sta tute , by December 31, 2007.

ACC Co mp lia n c e

According to the  Utilitie s  Divis ion Complia nce  S e ction, We s t End ha s  no outs ta nding
ACC compliance  issues . The  Company is  current in its  prope rty tax payments .

Ars enic

The  U.S . Environmenta l P rotection Agency ("EPA") has  reduced the  a rsenic maximum
conta mina nt le ve l ("MCL") in drinldng wa te r from 50 microgra ms  pe r lite r ("Ag/l") or pa rts  pe r
billion ("ppb") to 10 Ag/l. The  da te  for complia nce  with the  ne w MCL is  J a nua ry 23, 2006. The
most recent lab ana lysis  of the  two wells  indica tes  tha t the  a rsenic leve ls  a re  be low the  new
a rs e nic MCL of 10 Ag/l..

Cu rta ilme n t P la n  Ta riff

A Curta ilme nt P la n Ta riff ("CPT") is  a n e ffe ctive  tool to a llow a  wa te r compa ny to
manage its  resources during periods of shortages due  to pump breakdowns, droughts, or other
unforeseeable  events . S ince  the  Company does  not have  a  curta ilment ta riff, this  applica tion
provides  an 0pp0 e  time  to prepa re  and file  such a  ta riff As  such, S ta ff recommends  tha t the
Company file  a  curta ilment ta riff a s  soon as  poss ible , but no la te r than forty-five  (45) days  a fte r
the  e ffective  da te  of the  orde r in this  ma tte r. The  ta riff sha ll be  filed with the  Commiss ion's
Docke t Control a s  a  compliance  item in this  docke t for S ta ffs  review and ce rtifica tion.

1 .

4MCESD issued its compliance status report on February 2, 2006.
5 Compliance status per phone message dated February 10, 2006.
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Sta ff furthe r recommends  tha t the  ta riff sha ll gene ra lly conform to the  sample  ta riff found
on the  Commiss ion's  web s ite  a t www.cc.s ta te .az.us. S ta ff recognizes  tha t the  Company may
need to make  minor modifica tions  according to its  specific management, opera tiona l, and design
requirements as necessary and appropriate .

Propos ed Rates

We s t End ha s  propose d to provide  wa te r utility s e rvice  to the  e xte ns ion a re a  unde r its
authorized rates and charges .

County Franchis e

Eve ry a pp lica n t fo r a  CC&N a nd /o r CC&N e xte ns ion  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 from 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  ob ta in  the  fra nch is e  from the  County. If the  a pp lica n t ope ra te s  in  a n
incorpora ted a rea  of the  County, the  applicant has  to obta in the  franchise  iron the  City/Town.

The  e xte ns ion a re a  is  loca te d in a n unincorpora te d a re a  of Ma ricopa  County. As  such,
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
item in this  docke t, a  copy of Maricopa  County franchise  agreement for the  requested a rea  within
365 days  of the  decis ion in this  matte r.

Applica tion  of the  City of Surpris e  for Leave  to  In te rvene

On Ma rch 28, 2006, the  City of S urpris e  ("the  City") file d a n Applica tion for Le a ve  to
Inte rve ne . In its  Applica tion, the  City of S urpris e  s ta te d tha t it "a nticipa te s  providing wa te r a nd
se we r se rvice s  to the  a re a  ta rge te d by We s t End Wa te r Compa ny for future  se rvice ." The  City
a ls o a lle ge d tha t "We s t End Wa te r Compa ny's  Applica tion s e e ks  a uthority to provide . wa te r
utility se rvice  to a n a re a  tha t is  within the  City of Sulprise 's  pla nne d a nne xa tion a re a  a nd which
the  City in te nds  to  s e rve ." On Ma rch 30, 2006, S ta ff s e nt a Re que s t for Informa tion to the
Re pre s e nta tive s  of the  City via  e -ma il s e e ldng a dditiona l infonna tion re ga rding the  pla nne d
a nne xa tion. (S e e  Atta chme nt C) The  City re s ponde d to S ta ffs  Re que s t for Informa tion, on
April 13, 2006. (S e e  Atta chme nt D).

S ta ff duplica te d a  ma p of the  City of S urpris e  Ge ne ra l P la nning Are a  (a tta che d to a
Ma rch  8 , 2006 le tte r from Mr. K. S cott McCoy, City Attorne y, to  the  Arizona  Corpora tion
Commiss ion) a nd ove rla id the  se rvice  te nitorie s  of public se rvice  compa nie s  in a nd a round the
City's  Ge ne ra l P la nning Are a . (S e e  Atta chme nt E) In re vie wing Atta chme nt E, S ta ff note s  tha t
the re  a re  s e ve ra l public s e rvice  compa nie s  tha t ope ra te  within the  City of S urpris e  P la nning
Are a . The  public s e rvice  compa nie s  a re  Arizona -Ame rica n Wa te r Compa ny, Be a rds le y Wa te r
Compa ny, Inc., Cha pa rra l Wa te r Compa ny, Circle  City Wa te r Compa ny, LLC, Morris town
Wa te r Compa ny, P ue s ta  de l S ol Wa te r Compa ny, a nd We s t End Wa te r Compa ny. S ta ff a lso
note s  tha t the  e xte ns ion a re a  is  a pproxima te ly one  a nd one  ha lf mile  outs ide  the  corpora te  city
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limits  of the  City of S urprise , but is  within the  City's  Ge ne ra l P la nning Are a  a nd is  borde re d on
two sides  (west and south) by Beardsley Water Company, Inc., and bordered on the  northern s ide
by We s t End's  e xis ting CC&N. According to We s t End's  J a nua ry 4, 2006 re s pons e  to S ta ff s
November 4, 2005 Insufficiency Le tte r, the  reques ted a rea  represents  approxima te ly 30% of the
propose d Wa lde n Ra nch de ve lopme nt. The  re ma ining 70% of the  de ve lopme nt is  within We s t
End's  e xis ting CC&N. S ta ff furthe r note s  tha t it a ppe a rs  tha t two public s e rvice  compa nie s
ce rtifica te d by this  Commis s ion, na me ly: Arizona -Ame rica n Wa te r Compa ny, a nd Be a rds le y
Wate r Company, Inc., provide  se rvices  within the  corpora te  city limits  of the  City of Surprise

Wate r Los s

Based on the Company's Water Usage Data for the period of July 2004 through July
2005, the Wittmann system had a 19 percent water loss.. Staff recommends that lost watershould
he 10 percent, or less, but never more than 15 percent. The Company reported that it is aware of
its water loss problem and is taking steps to reduce lost water to a level below 10 percent

Sta ff recommends  dirt the  Company tile  a  plan to reduce  its  wa te r loss  to le ss  than 10%
this  plan should be  filed within 45 days  of a  decis ion in this  ma tte r. If the  Company be lieves  tha t
it is  not cos t e ffe ctive  to re duce  its  wa te r los s  to le s s  tha n 10%, its  sha ll file  a  de ta ile d a na lys is
with Docke t Control e xpla ining why it is  not cos t e ffe ctive to do s o. S ta ff furthe r recommends
tha t the  Compa ny re duce  its  wa te r los s  to a  le ve l tha t is  15 pe rce nt or le s s  be fore  filing for
approval of any new main extension agreements

Recommendations

Sta ff recommends the  Commiss ion approve  the  West End applica tion for an extens ion of
its  CC&N within portions  of Moha ve  County, Arizona , to  provide  wa te r s e rvice , s ubje ct to
complia nce  with the  following conditions

1. To require  West End to charge  its  authorized ra tes  and charges in the  extension area

2. To re quire  We s t End to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t
a  Notice  of Filing indica ting West End has  submitted for S ta ff review and approva l, a
copy of the  fully e xe cute d ma in e xte ns ion a gre e me nts  for wa te r fa cilitie s  for the
extension area  within 365 days of a  decis ion in this  case

3. To re quire  We s t End to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t
a  copy of the  Ma ricopa  County Environme nta l S e rvice s  De pa rtme nt Approva l to
Construct ("ATC") for the  new wells  and s torage  tank by December, 31, 2006

4. To re quire  We s t End to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t
a  copy of the  de ve lope r's  Ce rtifica te  of Assure d Wa te r S upply, whe re  a pplica ble  or
when required by sta tute , by December 3 l , 2007
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5. To re quire  We s t End to file  a  curta ilme nt ta riff a s  soon a s  poss ible , but no la te r tha n
forty-five  (45) da ys  a fte r the  e ffe ctive  da te  of the  orde r in this  ma tte r. The  ta riff sha ll
be  file d with Docke t Control a s  a  complia nce  ite m in Ms  docke t for S ta ffs  re vie w
a nd ce rtifica tion. The  ta riff sha ll ge ne ra lly confonn to the  sa mple  ta riff found on the
Commis s ion's  we b s ite  a t www.cc.s ta te .az.us. S ta ff re cognize s  tha t the  Compa ny
ma y ne e d  to  ma ke  minor modifica tions  a ccord ing  to  its  s pe cific  ma na ge me nt
operational, and design requirements as necessary and appropria te

6. To re quire  We s t End to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t
a  copy of Ma ricopa  County Fra nchise  a gre e me nt for the  re que s te d a re a  within 365
days of the  decis ion in this  ma tte r

7. To require  West End to'file  a  plan to reduce  its  wa te r loss  to le ss  than 10%. This ' plan
should be  file d within 45 da ys  of a  de cis ion in this  ma tte r. If the  Compa ny be lie ve s
tha t it is  not cos t e ffe ctive  to re duce  its  wa te r los s  to le s s  tha n 10%. its  s ha ll file  a
de ta iled ana lys is  with Docke t Control expla ining why it is  not cos t e ffective  to do so

8. To require  West End to reduce  its  wa te r loss  to a  leve l tha t is  15 percent or le ss  be fore
tiling for approva l of any new main extension agreements

S ta ff furthe r recommends  tha t the  Commiss ion's  Decis ion granting the  reques ted CC&N
extens ion to Wes t End be  cons ide red null and void, a fte r due  process , should Wes t End fa il to
mee t Condition Nos. 2, 3, 4, 5, 6, and 7 lis ted above  within the  time  specified


