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IN THE MATTER OF THE APPLICATION OF
ARIZONA WATER COMPANY FOR AN
EXTENSION OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY IN COCHISE
COUNTY. ARIZONA

DECISION NO 69732

OPINION AND ORDER

DATE OF HEARING

PLACE OF HEARING

ADMINISTRATIVE LAW JUDGE

APPEARANCES

J une  19. 2007

Tucs on. Arizona

Jane L. Rodder

Mr. Robert W. Geake. Vice President and
General Counsel. Arizona Water
Company; and

Ms. Robin Mitchell,  Staff At torney
Legal Division, on behalf of the Utilities
Division of the Arizona Corporation
Commission16

17

18

BY THE COIVHVIIS S ION

Having considered the ent ire  record here in and be ing f ul ly advised in d ie  prem ises,  the

20 Arizona Corporation Commission ("Commission") f inds, concludes, and orders that

21

22

FINDINGS OF FACT

24

On J a nua ry 11, 2007, Arizona  Wa te r Compa ny ("AWC" or "Compa ny") file d with the

Commis s ion a n Applica tion for a n Exte ns ion of its  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CCN

or "Ce rtifica te ") in Cochis e  County

On Fe brua ry 12, 2007, the  Commis s ion's  Utilitie s  Divis ion S ta ff ("S ta ff') notifie d the

27 Compa ny tha t its  a pplica tion wa s  not s ufficie nt purs ua nt to the  Arizona  Adminis tra tive Code

28 On Februa ry 21, 2007, AWC re s ponded to S ta ff" s  ins ufficiency Le tte r
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1 4 . On March 2, 2007, S ta ff filed a  Second Insufficiency Le tte r.

2 5 . On March 8, 2007, AWC filed a  Response  to the  Second Insufficiency Le tte r.

3 6. On Ma rch 28, 2007, S ta ff notifie d AWC tha t its  Applica tion wa s  sufficie nt pursua nt to

4  t h e Arizona  Adminis tra tive  Code . .

5 7 . By P roce du ra l Orde r da te d  April 2 ,  2007 , the  ma tte r wa s  s e t fo r he a ring  a nd

6 proce dura l guide line s  e s ta blishe d.

7 8. On Ma y 3, 2007, AWC file d a  Ce rtifica te  of Notice  indica ting tha t it publishe d notice

8 of the  he a ring a s  dire cte d in the  April 2, 2007 P roce dura l Orde r. In a ddition, in conforma nce  with the

9 P roce dura l Orde r, AWC ma ile d notice  to the  prope rty owne r of the  e xte ns ion area.

10 9. O n  J u n e  l,  2 0 0 7 ,  S ta ff file d  its  S ta ff Re p o rt,  re co mme n d in g  a p p ro va l o f th e

l l a pplica tion.

12 10. The  he a ring conve ne d a s  s che dule d on J une  19, 2007, be fore  a  duly a uthorize d

13 Adminis tra tive  La w Judge . Mr. Micha e l White he a d, AWC's  Vice  P re s ide nt of Engine e ring, te s tifie d

14 for the  Compa ny. Ms . Ble s s ing Chukwu te s tifie d for S ta ffs .

15 AWC is  a n  Arizo n a  Co rp o ra tio n  e n g a g e d  in  p ro vid in g  wa te r u tility s e rvice  to

16 cus tome rs  in  va rious  portions  of Cochis e , Coconino, Gila , Ma ricopa , Na va jo , P ima , P ina r a nd

17 Ya va pa i Countie s , in  Arizona . The  Compa ny is  a  wholly-owne d s ubs idia ry of Utility Inve s tme nt

18 Compa ny, which is  a  wholly-owne d s ubs idia ry of Unite d Re s ource s , Inc. AWC provide s  wa te r

19 utility s e rvice  to a pproxima te ly 102,650 cus tome rs  in Arizona  in 18 wa te r s ys te ms  in thre e  groups :

20 Northe rn, Ea s te rn a nd We s te rn.

21 12. AWC se rve s  mos t of the  City of S ie rra  Vis ta  ("City") in Cochise  County.

22 13. By this  a pplica tion, AWC s e e ks  a uthority to e xte nd its  s e rvice  te rritory to include  a

23 pa rce l of la nd tha t is  owne d by the  City. The  re que s te d e xte ns ion a re a  is  a pproxima te ly one  squa re

24 mile  in a re a  a nd is  contiguous  to AWC's  e xis ting s e rvice  a re a , which is  a pproxima te ly 4 % s qua re

25 mile s . A copy of the  le ga l de scription of the  propose d e xte ns ion a re a  is  a tta che d he re to a s  Exhibit A,

26 a nd incorpora te d he re in by re fe re nce . The  e xte ns ion a re a  will include d a n e xis ting wa s te wa te r

27 tre a tme nt fa cility a nd a  propos e d a nima l control fa cility. The  e xte ns ion a re a  is  within the  city limits

28 of S ie rra  Vis ta .

11.
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14. The City's wastewater treatment plant is located with in the extensionarea. AWC has

served the treatment plant on a continuous basis since 1980, pursuant to A.R.S. § 40-281(B), which

allows public service corporations to serve customers on parcels contiguous to their certificated

service areas

15. In a letter from the City to AWS dated November 2, 2006, the City indicated that it did

not realize that the wastewater treatment plant was not within AWC's certificated area. By its letter

the City requested to be included within AWC's certificated area. The City plans to build a new

animal control facility within the next year

16. AWC's Sierra Vista system has eight wells producing over 2,150 gallons per minute

over 15 million gallons of storage capacity and a distribution system serving approximately 2,850

service connections. Within the next five years, AWC anticipates two customers within the extension

area. The City estimates the animal control facility will consume 2,667 gallons per day of water

Based on the existing well production and storage capacities, Staff believes that the system has

10

11

12

13

14 adequate capacity to serve the existing and proposed seMce connections

17. No major construction is required to serve the extension area because the Company is

16 already operating in the area. The Company only needs to install a 2-inch service meter to deliver

17 water to the animal control facility. The Company will require the customer to install a backflow

18 prevention device as a condition of service

19 18. The City will provide wastewater treatment service to the requestedarea

20 19. The Arizona Department of Environmental Quality ("ADEQ") regulates the water

21 system under ADEQ Public Water System I.D. No. 02-004. Based on ADEQ compliance status

22 report dated January 25, 2007, the system has no deficiencies and ADEQ has determined that this

23 system is currently delivering water that meets water quality standards required by Arizona

24 Administrative Code, title 18, chapter 4

25 20. The Company's Sierra Vista system is not located within any Active Management

26 Area ("AMA") and is in compliance with its reporting and conservation requirements

21. According to the Utilities Division Compliance Section, AWC has no outstanding

28 Commission compliance issues. The Company is in good standing with the Commission's

DECIS ION no. 69732
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1 Corporations Division.

2 22. The  U.S . Environme nta l P rote ction Age ncy ("EPA") ha s  re duce d the  a rs e nic

3 maximmn contaminant level ("MCL") in drinking water from 50 micrograms per liter ("l.1g/l") to 10

4 Ag/L The date for compliance with the new MCL was January 23, 2006. Based on recent lab results

5 AWC's system is in compliance with the new arsenic standards.

6 23. AWC ha s  a  Curta ilme nt P la n Ta riff ("CP T") for "All S e rvice  Are a s " tha t wa s

7 approved in Decision No. 66235 (July 23, 2004).

8 24. AWC has  a  cross -connection ta riff for "All Se rvice  Areas" tha t was  approved in

9 Decision No. 57638 (November 26, 1991).

10 25. AWC has proposed to provide  water utility service  to the  extension area  under its

l l existing authorized rates and charges.

12 26. Eve ry applicant for a  CC&N or CC&N extens ion is  required to submit evidence

13 showing that the applicant has received the consent, franchise or permit from the proper authority,

15 the  county. In an incorporated area , the  company obta ins  the  franchise  from the  City or Town. In

16 this case, Staff finds that the letter from the City requesting service indicates that the Company has

17 the consent of the City to install and maintain facilities to serve the extension area.

18 27. Furthermore, Mr. Whitehead testified that the City of Sierra Vista has never issued a

19 blanket franchise to AWC, but issues permits as needed for AWC to use the city streets and rights of

20 way to operate and maintain its  facilities.

21 28. Staff recommends the Commission approve AWC's application for extension of its

22 existing CC&N to provide water service in Cochise County subject to AWC charging its  authorized

23 rates and charges in the extension area.

24 29. Be ca use  a n a llowa nce  for the  prope rty ta x e xpe nse  of AWC is  include d in the

25 Company's rates and will be collected from its customers, the Commission seeks assurances from the

26 Company tha t any taxes  collected from ra tepayers  have  been remitted to the  appropria te  taxing

27 authority. It has come to the Commission's  attention that a  number of water companies have been

28 unwilling or unable  to fulfill the ir obliga tion to pay the  taxes  tha t were  collected from ra tepayers ,

I
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2

3

some for as many as twenty years. It is reasonable, therefore, that as a preventive measure AWC

should annually file, as part of its annual report, an affidavit with the Utilities Division attesting that

the Company is current in paying its property taxes in Arizona.

30. Although it appears that no golf course is planned for the requested extension areas,

5 given the recent drought conditions in the state, we believe it is reasonable to include a prohibition on

6 AWC from providing ground water for the initiation of golf courses, artificial lakes or other water

7 features within the extension area.

CONCLUS IONS  OF L AW

I. AWC is  a  public s e rvice  corpora tion within the  me a ning of Article  XV of the  Arizona

2. The  Commiss ion has  jurisdiction ove r AWC and the  subject ma tte r of the  applica tion.

3. Notice  of the  applica tion was  provided in accordance  with law.

4. The re  is  a  public need and necess ity for wa te r se rvice  in the  proposed extens ion a rea

14 a s  s e t forth in Exhibit A.

AWC is  a  fit a nd prope r e ntity to  re ce ive  a  CC&N to provide  wa te r s e rvice  in  the5.

16 proposed extension area.

6. . Staff's recommendations as set forth herein are reasonable and should be adopted.

O R D E R

IT IS  THEREFORE ORDERED tha t the  a pplica tion  of Arizona  Wa te r Compa ny for a n

20 extens ion of its  Ce rtifica te  of Convenience  and Necess ity to provide  wa te r se rvice  in Cochise  County

2 1 a s  de s cribe d in Exhibit A he re to, is  a pprove d.

IT IS  FURTHER ORDERED tha t Arizona  Wa te r Com pa ny s ha ll cha rge  its  e xis ting ra te s  a nd

23 cha rge s  within the  a pprove d e xte ns ion a re a .

IT IS  F URTHE R O RDE RE D tha t Ariz ona  W a te r Com pa ny s ha ll a nnua lly tile  a s  pa rt o f its

25 a nnua l re port,  a n a ffida vit with  the  Utilitie s  Divis ion a tte s ting tha t the  Com pa ny is  curre nt in  pa ying

2 6 its  prope rty ta xe s  in Arizona .

IT IS  F URTHER O RDERED tha t in  ligh t o f the  on-go ing  d rough t cond itions  in  Arizona  a nd

28 the  ne e d to  cons e rve  groundwa te r,  Arizona  Wa te r Com pa ny is  prohibite d  from  s e lling groundwa te r

5 DE C IS IO N NO . 69732



4 <*H X\ JI »
, e l7 . / 1 1 IS IO R COMMIS S IONER

IN WITNES S  WHEREOF, I, RIAN C. McNEIL, Exe cu tive
Dire c to r o f th e  Ariz o n a  C o rp o ra tio n  C o m m is s io n ,  h a ve
he re un to  s e t my ha nd  a nd  ca us e d  the  o ffic ia l s e e d  o f the
Commiss ion to be  a ffixe d a t the  Ca pitol, in the  City of Phoe nix,

2007.th is  39  da y of J O//

r-/ 6 4
ER1A4i<:"C oN 4 / 4
EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
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1 for the  purpose  of iniga ting any golf course , or any ornamenta l lakes  or wa te r fea ture s  loca ted in the

2 common a re a s of the  ce rtifica ted expans ion area.

3 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

4 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.
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Robert W. Geake
Vice  President and Genera l Counse l
ARIZONA WATER COMP ANY
Pos t Office  Box 29006
Phoenix. Arizona  85038-9006

Mr. Chris tophe r Ke e le y, Chie f Couns e l
7  Le g a l Divis io n

ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Stree t
Phoenix, Arizona  85007 .
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1 0

1 1

Mr. Ernes t Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007
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EXHIBIT A

2 All of Section 34, Township 21 South, Range 21 East of the Gila and Sault River Base and Meridian
Cochise County, Arizona
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