
IIRIGIN 0000075829
BEFORE THE ARIZONA CORPORATION (

RECEMED
Ari20na Corporation Commission

2803 AUG 13 p Ll:
s q

DOCKETED

2 MIKE GLEAS ON
Chairman

3 WILLIAM A. MUNDELL
Commissioner

4 J EFF HATCH-MILLER
Commissioner

5 KRIS TIN K. MAYES
Commissioner

6 GARY P IERCE
Commissioner

A Z CORP CGi"'i?'f l8S3UN
DOCKET CUEWROL

AUG 200113

STAFF OF THE UTILITIES DIVISION
Complainant

DOCKET NO. W-02258A-07-0470

vs COMPLAINT AND PETITION
FOR AN ORDER TO SHOWCAUSE

11

12

AMERICAN REALTY & MORTGAGE co., INC
DBA HACIENDA ACRES WATER SYSTEM

Respondent

Staff of  the Ut i l i t ies  Divis ion ("S ta f f")  of  the Ar izona  Cor por a t ion Commiss ion

14 ("Commission"), for its Complaint, Petition for Order to Show Cause, and Petition for Order for

15 Interim Relief against American Realty & Mortgage Co. d.b.a. Hacienda Acres Water System, an

16 Arizona Corporation, alleges

JURISDICTION

19

20

21

22

23

24

25

26

27

28

The Commiss ion has  jur isdict ion to hea r  compla ints  aga ins t  public  service

corporations pursuant to A.R.S. § 40-246. The Commission has jurisdiction to supervise and

regulate public service corporations pursuant to Article XV of the Arizona Constitution and Title

40 of the Arizona Revised Statutes

Respondent Hacienda Acres Water System ( the "Company" or "Hacienda") is a

public service corporation as defined by Article XV, §2 of the Arizona Constitution and A.R.S. §§

40-281 and 40-282

3 Pursuant to Decision No.  44444,  issued August  1,  1974,  Hacienda received a

Certificate of Convenience and Necessity ("CC&N") to provide water service in Pinal County. As

a condition of its CC&N, Hacienda is required to comply with Arizona law, Commission Orders

and Commission Rules and Regulations

OPEN MEETING IT
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1 F AC TUAL B AC KG R O UND

2 4. On June  6, 2007, Hacienda  filed a  Curta ilment P lan Ta riff with the  Commiss ion. In

3 the  Curta ilme nt P la n Ta riff, Mr. J os e ph Le e  (a  Compa ny re pre s e nta tive ) ma de  cha nge s  to the

4 Curta ilme nt P la n Ta riff which s ta te d tha t e a ch cus tome r should ta ke  imme dia te  s te ps  to obta in a

5 pe rs ona l ba ck-up wa te r s upply. Additiona lly, Mr. Le e  te rmina te d s e rvice s  for the  ba ck-up we ll

6 due  to nonpayment, which was  lea sed to Hacienda  by the  Lee  Family Trus t. S ta ff recommended a

7 s us pe ns ion of the  ta riff due  to Mr. Le e 's  unwillingne s s  to ha ul wa te r in the  e ve nt the  Compa ny

8 ente red into S tage  3 and/or S tage  4 of the  Curta ilment P lan Ta riff

9 5. Be tween June  ll, 2007 and June  19, 2007, S ta ff rece ived five  ca lls  from cus tomers

10 re ga rding the  le tte r s e nt to the m by Ha cie nda  a bout the  Curta ilme nt P la n Ta riff a nd the  fina ncia l

l l s ta tus  of the  Compa ny. The  le tte r notifie d the  cus tome rs  tha t Ha cie nda  ha d file d a  Curta ilme nt

12 P la n Ta riff with the  Commiss ion. It a lso a dvise d the  cus tome rs  tha t the  Compa ny wa s  in S ta ge  3

13 and would like ly ente r S tage  4 as  summer tempera tures  rose , and tha t a t times, it was like ly tha t no

14 wa te r s e rvice  would be  a va ila ble . According to  the  le tte r, the  Compa ny wa s  on the  ve rge  of

15 ba nkruptcy. Cus tome rs  a ls o a dvis e d S ta ff tha t the y we re  not be ing bille d on a  re gula r monthly

16  ba s is .

17 6. On June  21 , 2007, S ta ff met onsite  with Mr. Lee  and three  customers . The  vis it was

18 scheduled to a id S ta ff in a ns we ring que s tions  a bout the  Curta ilme nt P la n Ta riff tha t might be

19 pos e d during Ope n Me e ting s che dule d for J une  26, 2007 a nd J une  27, 2007, a nd to me e t with

20 cus tome rs  re ga rding the ir conce rns . Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ")

7. On J uly 12, 2007, S ta ff re ce ive d from ADEQ the  Drinking Wa te r Complia nce

S ta tus  Re port, which s howe d tha t the  nitra te s  found in drinldng wa te r produce d by Ha cie nda

e xce e de d the  ma ximum le ve l a llowe d. In a ddition, the  re port showe d tha t Ha cie nda  ha s  fa ile d to

21 staff was also present.

22

23

24

25

26

27

28

comple te  the  bacte ria  tes ting required by law.

8. In furthe r re vie wing the  via bility of the  wa te r s ys te m, S ta ff de te cte d the  following

errors  in the  Company's  2004 and 2005 annua l utility reports :

2

1111-
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1 The re  wa s  no me ntion tha t the  Compa ny wa s  doing bus ine s s  a s  Ha c ie nda

2

3

4

5

c.

d.

6

7

8

9

g.

h.

10

11

Acres  Water Company.

There  was no onsite  manager lis ted.

No dolla r va lue  was  re fle cted for two (2) we lls  and two (2) pumps .

The  Origina l Cos t Le ss  De pre cia tion ("OCLD") va lue  wa s  incorre ct.

The  Deprecia tion expense  was incorrect.

Tota l fixed asse ts  were  incorrect.

Tota l liabilitie s  and capita l was  incorrect.

Accumula ted deprecia tion (ins tead of deprecia tion expense ) was  incorrectly

deducted in the  income sta tement.

Inte re s t e xpe nse  from una uthorize d loa ns  wa s  incorre ctly de ducte d in the

12

13

14

j.

k.

income  s ta te me nt.

Wa te r us e  da ta  s he e ts  we re  incomple te  a nd/or incorre ct.

No  c o p ie s  o f p ro p e rty ta x b ills  o r c a n c e le d  c h e c ks  we re  a tta c h e d ,  a s

15

16

17

18

19 n .

20

21 o.

22

re quire d.

The  income  ta x pa ge  wa s  bla nk a nd/or incomple te .

The  2005 a nnua l utilitie s  re port indica te d tha t the  Compa ny's  2005 prope rty

a nd s a le s  ta xe s  we re  not curre nt.

The  Ve rifica tion pa ge  for Intra s ta te  Re ve nue s  inc lude d in  the  2005 a nnua l

utilitie s  re port wa s  bla nk.

The  re ports  we re  file d  la te  without a ny re que s t for a n  e xte ns ion of time  to

file .

23

24 q .

The  s ys te m doe s  not ha ve  a  lice ns e d ope ra tor.

The  Compa ny ha s  not file d its  2006 a nnua l re port.

25

26

27

28

3

p .

m .

1.

i.

b.

f.

e.

a.
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1

2

C O MP LAINT

Co u n t I

(Vio la tion  o f R-14-2-407(C) a nd  (D))3

4

5

6

Staff incorpora tes  the  a llegations of Paragraphs 1-8.

9. A.A.C. R14-2-407(C) re quire s  utilitie s  to  ma ke  re a s ona ble  e fforts  to  s upply a

sa tis fa ctory a nd continuous  le ve l of s e rvice . Additiona lly, A.A.C. R14-2-407(D)(2) re quire s  e a ch

7 utility to ma ke  re a sona ble  provis ions  to me e t e me rge ncie s  tha t ma y re sult from fa ilure  of s e rvice .

8 In a  pre vious  Ope n Me e ting, Mr. Le e , a cting a s  a  re pre se nta tive  of Ha cie nda , re fuse d to provide

9 bottle d wa te r to Ha cie nda  cus tome rs  unde r the  Curta ilme nt P la n Ta riff should the  Compa ny e nte r

10 into S ta ge  3 a nd/or S ta ge  4 of the  ta riff In a ddition, Ha cie nda  ha s  fa ile d to bill its  cus tome rs  on a

11 regula r monthly bas is . The  fa ilure  to supply its  cus tomers  with a  sa tis factory and continuous  leve l

12 of s e rvice  a nd to e nsure  such s a tis fa ctory s e rvice  in the  e ve nt the  Compa ny e nte rs  into S ta ge  3

and/or S tage  4 of the  Curta ilment P lan Ta riff, is  a  viola tion by Hacienda  of A.A.C. R14-2-407(C).

Count II

(Violation ofR-14-2-409(A)(1))

13

14

15

16

17

18

19

20

21

Staff incorpora tes  the  a llegations of Paragraphs 1-9.

10. A.C.C. R14-2-409(A)(1) re quire s  e a ch utility to ge ne ra te  a  monthly bill for se rvice s

rende red. Hacienda 's  fa ilure  to bill its  cus tomers  on a  regula r monthly bas is  cons titute s  a  viola tion

ofA.A.c . R14-2 -409(A)(l).

Count III

(Violation of A.R.S. §40-221)

Staff incorpora tes  the  a llegations of Paragraphs 1-10.

23 11.

24 keeping me thods  and accounts  of public se rvice  corpora tions . Hacienda 's  fa ilure  to ma inta in its

25 2004 and 2005 annua l utility reports  as  prescribed by the  Commiss ion and its  fa ilure  to submit its

27 .. o

28

22

4
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1 Co u n t  IV

2 (Vio la tion  of Obliga tion  to  Se rve )

3

4 12.

5

6

7

S ta ff incorpora te s  the  a lle ga tions  of P a ra gra phs  1-11.

Ha cie nda  ha s  a n obliga tion a s  a  public s e rvice  corpora tion to provide  s e rvice  to

a nyone  with in  its  s e rv ice  a re a  tha t m a ke s  a  la wful re que s t for s e rv ice .  Multip le  cus tom e rs  ha ve

fa ile d to re ce ive  re lia ble  s e rvice  from  Ha cie nda . Ha cie nda  ha s  the re fore  viola te d its  obliga tion to

provide  s e rvice  to cus tome rs  within its  ce rtifica te d a re a .

8 C o u n t  V

9 (Vio la tion  o f Obliga tion  to  Ke e p  Ta xe s  Curre n t)

10

11

12

13

14

15

16

S ta ff incorpora te s  the  a lle ga tions  of P a ra gra phs  1-12.

13. Ha cie nda  ha s  a n obliga tion a s  a  public s e rvice  corpora tion to e ns ure  tha t its  prope rty,

s a le s , a nd income  ta xe s  a re  ke pt curre nt. In its  2005 a nnua l utility re port, Ha cie nda  indica te d tha t

its  2005 prope rty a nd s a le s  ta xe s  we re  not curre nt. Ha cie nda  provide d no informa tion a s  to

whe the r its  2005 income  ta xe s  we re  curre nt. Furthe rmore , the  Compa ny ha s  fa ile d to provide S ta ff

with a ny informa tion re ga rding whe the r its  ta xe s  for 2004 a nd 2006 a re  curre nt. Ha cie nda  ha s

the re fore  viola te d its  obliga tion to e nsure  tha t its  ta xe s  a re  ke pt curre nt.

17 C o u n t  VI

18

19 14.

20

2 1

22

23

24

25

26

27

28

S ta ff incorpora te s  the  a lle ga tions  of P a ra gra phs  1-13.

"orde rs  for the  conve nie nce , comfort, s a fe ty, a nd pre s e rva tion of the  he a lth" of the  cus tome rs  of a

public  s e rv ice  corpora tion . In  the  p re s e n t c a s e ,  Ha c ie nda  ha s  fa ile d  to  pe rfo rm  the  re qu ire d

ba c te ria  te s ting  re qu ire d  by la w a nd  ha s  fa ile d  to  e ns u re  tha t the  le ve l o f n itra te s  found  in  its

d rinking  wa te r d id  no t e xc e e d  re qu ire d  lim its .  The re fo re ,  the  Com m is s ion  s hou ld  o rde r tha t a

m a na ge r s e le c te d  by S ta ff be  im m e dia te ly a ppointe d  a s  the  in te rim  m a na ge r (the  "Ma na ge r") of

Ha cie nda  Acre s  Wa te r S ys te m  until furthe r orde r by the  Com m is s ion, upon re a s ona ble  te rm s  a nd

conditions  a gre e d be twe e n the  Ma na ge r a nd S ta ff,  with full a uthority to  conduct the  bus ine s s  a nd

a ffa irs  of Ha c ie nda . More ove r,  Ha c ie nda  s hou ld  be  o rde re d  to  c oope ra te  with  a nd  inde m nify,

de fe nd, a nd hold ha rmle s s  the  Ma na ge r for a ll cla ims  re la te d to its  ma na ge me nt of Ha cie nda .

5
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1

2

15. Without the  imme dia te  a ppointme nt of a n inte rim ma na ge r the  he a lth, s a fe ty, a nd

welfa re  of Hacienda  cus tomers  will be  in jeopardy.

3

4

RELIEF

5

6

7

8

9

10

c.

d.

11

16. Whe re fore  S ta ff re que s ts  tha t the  Commis s ion is s ue  a n O R DE R  T O  S HO W

CAUS E directing Hacienda to appear and show cause:

a . why its  a ctions  do not re pre s e nt a  viola tion of A.A.C. R14-2-407(C) a nd

(D);

why its  a ctions  do not re pre se nt a  viola tion of A.C.C. R14-2-409(A)(l),

why its  a ctions  do not re pre s e nt a  viola tion of its  obliga tion a s  a  public

why its  actions  do not represent a  viola tion of its  obliga tion to keep its  taxes12

13 curre nt,

14

15

16

17

18

19

20

21

22

23

24 17.

26 a.

b.

why a  qua lified Manage r should not be  immedia te ly appointed , a s  se lected

by S ta ff;

why Ha cie nda  s hould not be  orde re d to  coope ra te  with a nd inde mnify,

defend, and hold harmless the  Manager;

why the  Ma na ge r s hould not be  give n the  a uthority to e xplore , ne gotia te ,

and implement a  long-te rm wa te r supply solution for Hacienda ,

why Ha cie nda  should not be  re quire d to find a n a dditiona l, a de qua te , s a fe

and permanent source  of water to serve  its  customers,

why othe r re lie f de e me d a ppropria te  by the  Commis s ion s hould not be

ordered.

S ta ff furthe r re que s ts  tha t a fte r the  conclus ion of a ppropria te  proce e dings , a  fina l

25 O P INIO N AND O RDE R be entered:

finding tha t Hacienda  has  viola ted A.A.C. R14-2-407(C) and (D),

finding tha t Hacienda  has  viola ted A.C.C. R14-2-409(A)(1),27

28 c.

j.

b.

f.

h .

e.

g.

i.

6
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1

2

3

4

e .

f.

finding tha t Hacienda  has  viola ted its  obliga tion to provide  se rvice  unde r its

CC&N as  a  public se rvice  corpora tion,

finding tha t Hacienda  has  viola ted its  obliga tion to keep its  taxes  current,

orde ring Ha cie nda  to find a nd conne ct ne w, a de qua te , a nd pe rma ne nt

sources  of water to its  system,

orde ring the  imme dia te  a ppointme nt of a  qua lifie d Ma na ge r, s e le cte d by

S ta ff;

5

6

7

8

9

10

11

12

13

14

15

16

orde ring Ha cie nda  to  coope ra te  with  a nd inde mnify, de fe nd, a nd hold

harmless  the  Manager,

impos ing fine s  a nd pe na ltie s  purs ua nt to  Article  XV, S e ction 19 of the

le s s  th a n  $ 1 0 0  n o r m o re  th a n  $ 5 ,0 0 0  fo r e a c h  d a y o f vio la tio n  o f

Commission Sta tutes , Rules , Regula tions  or Orders ,

j. ordering such other re lie f as  the  Commission may find just and reasonable .

RES P ECTFULLY S UBMITTED this 13th da y ofAugus t, 2007.

4

17

18

19

20

21

Ke nya Co lli s
Attorne y, Le ,.. Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoenix, Arizona  85007
(602) 542-3402

I

22

23

24
The  origina l and thirteen (13) copies

25 of the  foregoing were  filed this
13'" da y ofAugus t, 2007 with:

26

27

28

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

i.

h .

g.

d.

7
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1 Coy of the  fore going  m a ile d this
1 4  d a y of Augus t, 2007 tO:

2

3

4

5

Joseph W. Lee
Ame rica n Re a lty & Mortga ge  Co., Inc.
P .O. Box 232
Wittma n, Arizona  85361

6<
7

K..

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

8



1

2 MIKE GLEAS ON
Chairman

3 WILLIAM A. MUNDELL
Commissioner

4 J EFF HATCH-MILLER
Commissioner

5 KRIS TIN K. MAYES
Commissioner

6 GARY PIERCE
Commissioner

BEFORE THE ARIZONA CORPORATION COMMISSION

7

8 S TAFF OF THE UTILITIES  DIVIS ION,
Compla ina nt

DOCKET NO. W-02258A-07-0470

9

10

11

vs.
ORDER TO SHOW CAUSE

DECISION NO.
AMERICAN REALTY & MORTGAGE co., INC.
DBA HACIENDA ACRES WATER SYSTEM,

Respondent
12

13

14

OPEN MEETING

PHOENIX, ARIZONA

15

16 On Augus t 13, 2007, the  S ta ff of the  Utilitie s  Divis ion ("S ta ff') of the  Arizona  Corpora tion

17 Commis s ion  ("Commis s ion"),  file  a  Compla in t a nd  P e tition  for Orde r to  S how Ca us e  a ga ins t

18 Ame rica n Re a lty & Mortga ge  Co. db Ha cie nda  Acre s  Wa te r S ys te m ("Ha cie nda " or "Compa ny"),

19 a n Arizona  P ublic S e rvice  Corpora tion. S ta ff s e e ks  a n Orde r to S how Ca us e agains t Res pondent

20 Hacienda .

21 S ta ff a s s e rts  tha t Ha cie nda  ha s  viola te d nume rous  provis ions  of Arizona  la w, inc luding

22 Commis s ion Rule s , Orde rs  a nd provis ions  of the  Arizona  Re vis e d S ta tute s . Coun t I o f S ta ff's

23 Compla int a lle ge s  tha t Ha cie nda  ha s  fa ile d to ma ke  re a s ona ble  e fforts  to s upply a  s a tis fa ctory a nd

24 continuous  le ve l of s e rvice , a nd ha s  a dditiona lly fa ile d to ma ke  re a s ona ble  provis ions  to me e t

25 e me rge ncie s  tha t ma y re s ult from fa ilure  of s e rvice  in viola tion of A.A.C. R14-2-407(C) a nd (D).

26 Count II of S ta ffs  Compla int a lle ge s  tha t Ha cie nda  ha s  fa ile d bill its  cus tome rs  on a  re gula r monthly

27 ba s is  in viola tion of A.A.C. R14-2-409(A)(1). Count III of S ta ffs  Compla int a lle ge s  tha t Ha cie nda

28 has  fa iled to mainta in its  2004 and 2005 annua l utility reports  as  prescribed by the  Commis s ion and

BY THE COMMISSION:
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1

2 S ta ffs  Compla int a lle ge s  tha t Ha cie nda  ha s  viola te d its  obliga tion to provide  s e rvice  to cus tome rs

3 within its  ce rtifica te d a re a . Count V of S ta ff's  Compla int a lle ge s  tha t Ha cie nda  ha s  viola te d its

4  ob liga tion  to  ke e p  its  ta xe s  curre n t. Unde r Count VI of S ta ff's  Compla in t, g ive n  Ha cie nda 's

5 continue d fa ilure  to  provide  for the  s a fe ty a nd he a lth  of its  cus tome rs , S ta ff re que s ts  tha t the

6 Commis s ion cons ide r a ppointme nt of a n inte rim ma na ge r (the  "Ma na ge r") s e le cte d by S ta ff for

7 Ha cie nda  until furthe r orde r of the  Commis s ion, upon re a s ona ble  te rms  a nd conditions  a gre e d

8 be tween the  Manage r and S ta ff, with full authority to conduct the  bus iness  a ffa irs  of hacienda 's  wa te r

9  s ys te m.

10

l l Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

12 Commiss ion finds , concludes  and orde rs  tha t:

* * * * *

1 3

1 4

FINDING S  O F FACT

Pursuant to Decis ion No. 44444, issued August 1, 1974, Hacienda  rece ived a

15 Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity ("CC&N") to provide  wa te r se rvice  in P ina l County. As  a

16 condition of its CC&N, Hacienda  is  required to comply with Arizona  law, Commiss ion Orde rs , and

17 Commiss ion Rule s  a nd Re gula tions .

18 2. On June  6, 2007, Hacienda  filed a  Curta ilment P lan Ta riff with the  Commiss ion. In

19 the  Curta ilment P lan Tariff, Mr. Joseph Lee  (a  Company representa tive ) made  changes  to the

20 Curta ilment P lanTMff which s ta ted tha t e ach cus tomer should take  immedia te  s teps  to obta in a

21 pe rsona l back-up wa te r supply. Additiona lly, Mr. Lee  te rmina ted se rvice s  for the  back-up we ll due

22 to nonpayment, which was  lea sed to Hacienda  by the  Lee  Family Trus t. S ta ff recommended a

1 .

23

24

suspension of the  ta riff due  to Mr. Lee 's  unwillingness  to haul wa te r in the  event the  Company

ente red into S tage  3 and/or S tage  4 of the  Curta ilment P lan Tariff

3. Be tween June  11, 2007 and June  19, 2007, S ta ff re ce ive d five  ca lls  from cus tome rs

26 re ga rding the  le tte r s e nt to the m by Ha cie nda  a bout the  Curta ilme nt P la n Ta riff a nd the  fina ncia l

27 s ta tus  of the  Company. The  le tte r notified the  cus tomers  tha t Hacienda  had filed a  Curta ilment P lan

28 Ta riff with the  Commis s ion. It a ls o a dvis e d the  cus tome rs  tha t the  Compa ny wa s  in S ta ge  3 a nd

25

2 De cis ion No.
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1 would like ly ente r S tage  4 as  summer tempera tures  rose , and tha t a t times , it was  like ly tha t no wa te r

2 se rvice  would be  a va ila ble . According to the  le tte r, the  Compa ny wa s  on the  ve rge  of ba nkruptcy.

3 Customers  a lso advised Sta ff tha t they were  not be ing billed on a  regular monthly basis .

4 4. On June  21, 2007, S ta ff me t ons ite  with Mr. Le e  a nd thre e  cus tome rs . The  vis it wa s

5 scheduled to a id S ta ff in answering ques tions  about the  Curta ilment P lan Ta riff tha t might be  posed

6 during Ope n Me e ting sche dule d for June  26, 2007 a nd June  27, 2007, a nd to me e t with cus tome rs

7 re ga rding the ir conce rns . Arizona  De pa ltme nt of Environme nta l Qua lity ("ADEQ") s ta ff was  a lso

8  pre s e n t.

9

10

11

On July 12, 2007, S ta ff re ce ive d from ADEQ the  Drinking Wa te r Complia nce  S ta tus

Report, which showed tha t the  nitra te s  found in drinking wa te r produced by Hacienda  exceeded the

ma ximum le ve l a llowe d. In a ddition, the  re port s howe d tha t Ha cie nda  ha s  fa ile d to comple te  the

c.

d.

Acres  Wate r Company.

There  was no onsite  manager lis ted.

No dolla r va lue  was  re flected for two (2) we lls  and two (2) pumps .

The  Origina l Cos t Le ss  De pre cia tion ("OCLD") va lue  wa s  incorre ct.

12 ba cte ria  te s ting re quire d by la w.

13 6. In furthe r re vie wing the  via bility of the  wa te r s ys te m, S ta ff de te cte d the  following

14 e rrors  in the  Compa ny's  2004 a nd 2005 a nnua l utility re ports :

15 The re  wa s  no me ntion tha t the  Compa ny wa s  doing bus ine s s  a s  Ha cie nda

16

17

18

19

20

21

22

e.

f.

23

24

g.

h.

The Deprecia tion expense  was incorrect.

Tota l fixed asse ts  were  incorrect.

Tota l liabilitie s  and capita l was  incorrect.

Accumula te d de pre cia tion (ins te a d of de pre cia tion e xpe nse ) wa s  incorre ctly

deducted in the  income sta tement.

25

26

27

28

Inte re s t e xpe ns e  from una uthorize d loa ns  wa s  incorre ctly de ducte d in the

j .

k.

income sta tement.

Water use  data  sheets  were  incomplete  and/or incorrect.

No copies  of property tax bills  or cance led checks were  a ttached, as  required.

5.

b.

i.

a.
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1 The income tax page  was blank and/or incomple te .

The  2005 a nnua l utilitie s  re port indica te d tha t the  Compa ny's  2005 prope rty2

3

4

5

a nd sa le s  ta xe s  we re  not curre nt.

The  Ve rific a tion  pa ge  fo r In tra s ta te  Re ve nue s  inc lude d  in  the  2005  a nnua l

utilitie s  re port wa s  bla nk.

The  re ports  we re  file d la te  without a ny re que s t for a n e xte ns ion of time  to file .

p . The  sys te m doe s  not ha ve  a  lice nse d ope ra tor.

q. The  Compa ny ha s  not file d its  2006 a nnua l re port.

S ta ff re que s ts  tha t the  Commiss ion is sue  a n Orde r to S how Ca use  dire cting Ha cie nda

6

7

8

9

10 to a ppe a r a nd show ca use :

11 why its  a c tions  do not re pre s e nt a  viola tion of A.A.C. R14-2-407(C) a nd (D),

12 why its  a c tions  do not re pre s e nt a  viola tion of A.C.C. R14-2-409(A)(1),

a .

b .

13

14

15

c.

d. why its  a ctions  do not repre sent a  viola tion of its  obliga tion a s  a  public se rvice

corpora tion,

why its  a ctions  do not re pre se nt a  viola tion of its  obliga tion to ke e p its  ta xe s

curre nt,

why a  qua lified Manager should not be  immedia te ly appointed , a s  se lected by

16

17

18

19

2 0

S ta ff;

g.

2 1

22

23

24

why Hacienda  should not be  orde red to coopera te  with and indemnify, de fend,

and hold harmless the  Manager,

why the  Ma na ge r should not be  give n the  a uthority to e xplore , ne gotia te , a nd

implement a  long-te rm wa te r supply solution for Hacienda ,

why Hacienda  should not be  required to find an additiona l, adequa te , sa fe  and

permanent source  of water to serve  its  customers,

why other re lie f deemed appropria te  by the  Commission should not be  ordered.

25

26

27

28 S ta ffs  re que s ts  de scribe d in Findings  of Fa ct 7 a re  re a sona ble .

7.

8.

j.

h .

f.

e.

i.

n .

m.

1.

O.
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1

2 on

3

4

Based on discuss ion occurring a t the  Commiss ion's  Open Mee ting

, the  circumstances  a t Hacienda  a re  dire  and jus tify the  immedia te  removal of current

management and appointment of an inte rim opera tor by the  Commission on an inte rim basis , pending

furthe r orde r of the  Commiss ion in the  docke t.

5 CONCLUS IONS  OF LAW

6 10.

7

8

9

The  Commiss ion has  jurisdiction to hea r compla ints  aga ins t public se rvice

public se rvice  corpora tions  pursuant to Article  XV of the  Arizona  Cons titution and Title  40 of the

Arizona  Revised Sta tutes .

10 11.

11

12

Re s ponde nt Ha cie nda  is  a  public  s e rvice  corpora tion a s  de fine d by Artic le  XV of the

The  Com m is s ion ha s  juris dic tion ove r the  s ubj e t m a tte r of S ta ffs  Com pla int a nd12.

13

14 13.

15 14.

16

17

18

19

20

2 1

22

23

P e tition for Orde r to S how Ca us e .

Notice  of this  proce e ding ha s  be e n give n in a ccorda nce  with la w.

a pplia nce s , fa cilitie s  or s e rvice  of a ny public s e rvice  corpora tion, or the  me thods  of ma nufa cture ,

dis tribution, tra nsmis s ion, s tora ge , or supply e mploye d by it a re  unjus t, unre a sona ble , unsa fe ,

imprope r, ina de qua te , or insufficie nt, the  commiss ion sha ll de te rmine  wha t is  jus t, re a sona ble , s a fe ,

prope r, a de qua te  or s ufficie nt, a nd s ha ll e nforce  its  de te rmina tion by orde r or re gula tion."

15.

for the  conve nie nce , comfort, a nd sa fe ty, a nd pre se rva tion of the  he a lth" of the  cus tome rs  of a  public

se rvice  corpora tion.

l6 .

24

25 17.

26

Arizona  Constitution, the  Commiss ion may prohibit unjus t and unreasonable  se rvice .

improvements  to the  facilitie s  of a  public se rvice  corpora tion.

27

28

1

9.
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1

2 amount not less  than $100 or more  than $5,000 for each day of viola tion of Commission Sta tutes ,

3 Regula tions , or Orders .

4 19. It is  lawful and in the  public inte res t to issue  the  requested Order to Show Cause

5 against the  Respondents  as  a lleged in Staff' s  August 13, 2007 Petition described in Finding of Fact 7.

18.

6

7 IT IS  THEREFORE ORDERED tha t Ha cie nda  s ha ll a ppe a r a nd s how ca us e  a t a  time  a nd

8 pla ce  de s igna te d by the  He a ring Divis ion:

9 S ta ff re q u e s ts  th a t  th e  C o m m is s io n  is s u e  a n O R D E R  T O  S H O W  C A U S E dire c ting

10 Ha cie nda  to a ppe a r a nd show ca use :

l l a . why its  a c tions  do not re pre s e nt a  viola tion of A.A.C. R14-2-407(C) a nd (D),

12 b.  why its  a c tions  do  not re pre s e nt a  v io la tion  of A.C.C.  R14-2-409(A)(l),

ORDER

13

14

15

16

17

why its  a ctions  do not re pre s e nt a  viola tion of its  obliga tion a s  a  public s e rvice

corpora tion,

e . why its  a ctions  do not re pre s e nt a  viola tion of its  obliga tion to  ke e p its  ta xe s

curre nt,

why a  qua lifie d Ma na ge r s hould not be  imme dia te ly a ppointe d , a s  s e le cte d by

c.

d.

18

19

20

21

S ta ff;

22

23

24

25

26 j-

g. why Ha cie nda  s hould not be  orde re d to  coope ra te  with a nd inde m nify, de fe nd, a nd

hold ha rmle s s  the  Ma na ge r,

h .  wh y th e  Ma n a g e r s h o u ld  n o t  b e  g iv e n  th e  a u th o rity to  e xp lo re ,  n e g o tia te ,  a n d

im ple m e nt a  long-te rm  wa te r s upply s olution for Ha cie nda ,

i. why Ha c ie nda  s hou ld  no t be  re qu ire d  to  find  a n  a dd itiona l,  a de qua te ,  s a fe  a nd

pe rma ne nt source  of wa te r to s e rve  its  cus tome rs ,

why othe r re lie f de e me d a ppropria te  by the  Commis s ion s hould not be  orde re d.

27

28
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1 IT IS  THEREFORE ORDERED tha t S ta ff sha ll immedia te ly commence  e fforts  to obta in an

2 agreement with an inte rim opera tor who sha ll a ssume opera tion of Hacienda  as  soon as  poss ible  on

3 an inte rim bas is  pending furthe r orde r of the  Commiss ion in this  docke t.

4 IT IS  THEREFORE ORDERED tha t Ha cie nda  sha ll coope ra te  fully with the  inte rim ope ra tor

5 and supply a ll necessary documents , records, and other information requested by the  inte rim opera tor.

6 IT IS  THEREFORE ORDERED tha t if Hacienda  intends  to appear and show cause  as  ordered

7 above  it sha ll file  within 10 days  of the  e ffective  da te  of this  Orde r, a  pre limina ry s ta tement

8 describing how it will make  the  showing of cause . Sa id filing sha ll include  and Answer to S ta ff s

9 Compla int if the  Respondent ha s  not ye t filed an Answer.

10 IT IS  THEREFORE ORDERED tha t the  Hea ring Divis ion sha ll schedule  furthe r appropria te

l l proceedings.

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

la

14

l5

16

17

lb

19

20

21

22

23

24

25

26

27

28
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B Y THE  O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

COMMIS S IONERC HAIR MAN

COMMIS S IONER COMMIS S IONER COMMIS S IONER

IN WITNES S  WHEREOF, I BRIAN 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 unto , s e t my ha nd  a nd  ca us e d  the  offic ia l s e a l o f th is
Commiss ion to be  a ffixe d a t the  Ca pitol, in the  City of Phoe nix,
this da y of , 2006.

BRIAN c .  McNE IL
Exe cutive  Dire ctor

DIS S ENT:

DIS S ENT:

EG] :KDB :lhm\DMR: sob
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S ERVICE LIS T FOR: Ame rica n Re a lty & Mortga ge  Co., Inc.
db Hacienda  Acre s  Wa te r Sys tem
Docke t Nos . W-02497A-06-0580

1
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10

11

12

13

14

15

16

17

18

19

2 0

2 1

2 2

23

2 4

25

2 6

2 7

28

Joseph W. Lee
Ame rica n Re a lty & Mortga ge  Co., Inc.
P .O. Box 232
Wittma n, Arizona  85361

r
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