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TO: Docke t Control

FROM : Ernest G.
Dire ctor
Utilitie s  Divis ion

DATE : August 13, 2007

S TAFF RE P O RT FO R AME RICAN RE ALTY & MO RTG AG E  CO MP ANY,
INC. DBA HACIENDA ACRES  WATER S YS TEM'S  AP P LICATION FOR AN
EMERGENCY RATE INCREAS E (DOCKET NO. W-02258A-07-0414)

Atta che d  is  the  S ta ff Re port for Ame rica n  Re a lty & Mortga ge  Compa ny, Inc. db
Hacienda  Acres  Wate r Sys tem's  ("Company") applica tion for an emergency ra te  increase . S ta ff
re comme nds  de nia l of the  Compa ny re que s te d  e me rge ncy ra te  incre a s e , howe ve r S ta ff
re comme nds  a pprova l of a n a lte ra tive  e me rge ncy ra te  incre a s e . S ta ff furthe r re comme nds
a pprova l o f its  bo ttle d  wa te r ta riff a nd  wa te r ha u ling  ta riff dong  with  S ta ff"s  a dd itiona l
recommendations.

Any inte re s te d pa rty wishing to file  comme nts  re ga rding the  a tta che d S ta ff Re port ma y
file  those  comme nts  with the  Arizona  Corpora tion Comlnis s ion's  Docke t Control no la te r tha n
August 20, 2007.

Staff will be  recommending an order to show cause .
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EXECUTIVE SUMMARY
AMERICAN REALTY & MORTGAGE COMP ANY, INC

DBA HACIENDA ACRES  WATER S YS TEM
DO C KE T NO. W-02258A-07-0414

Ame rica n Re a lty & Mortga ge  Compa ny, Inc. db Ha cie nda  Acre s  Wa te r Sys te m
("Company") is  a  Class  D water utility loca ted in Pina l County, Arizona

The Company filed its request for an emergency rate increase on July 06, 2007

The  Compa ny's  a pplica tion re que s ts  a n e me rge ncy ra te  incre a s e  be  a dde d to the
Company's  existing commodity charge. The emergency rate  requested is  an increase of $39.00
per one thousand gallons of usage, or 3,900 percent over the current commodity charge of $1 .00
per one  thousand ga llons . The  Company contends  tha t the  emergency ra te  increase  would
produce  monthly revenue  of $9,500. Howe ve r, ba se d on the  Compa ny's  2005 a ve ra ge  of
314,000 gallons pumped per month, the  monthly revenue produced would be $10,218, which is
1,567 percent greater than monthly revenue based on current rates of approximately $652

Staff recommends denial of the emergency rate increase requested by the Company

Sta ff recommends  an a lte rna tive  emergency ra te  increase  of $3.34 per one  thousand
ga llons  of usage  which will produce  monthly revenues  of $1,048. S ta ff furthe r recommends
a pprova l of its  bottle d wa te r ta riff a nd wa te r ha uling ta riff a long with  S ta ff's  a dditiona l
recommendations
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In tro d u c tio n

On J uly 06, 2007, Ame rica n Re a lty & Mortga ge  Compa ny, Inc. db Ha cie nda  Acre s
Wa te r S ys te m ("Ha cie nda " or "Compa ny") file d a n a pplica tion for a n e me rge ncy ra te  incre a se
with the  Arizona  Corpora tion Commis s ion ("Commis s ion"). On J uly 13, 2007, a  P roce dura l
Order was issued se tting August 20, 2007, as  the  date  for the  hearing on the  applica tion

Hacienda  has  s ta ted in its  applica tion tha t the  Company's  exis ting ra tes  were  se t about 30
years  ago and have  a lmost made  the  Company insolvent or bankrupt. Hacienda  cla ims losses  of
a bout $100,000 a nd its  ina bility to pa y "e ve n the  inte re s t" on its  promis s ory note s . Furthe r
Hacienda  s ta te s  tha t the  Company mus t immedia te ly borrow 816,000 to avoid loss  of the  wa te r
bus ine ss  to a  judgme nt cre ditor. Ha cie nda  a lso s ta te s  tha t the  Compa ny's  e le ctric bills  e xce e d
the  tota l revenues  of the  wate r utility and tha t Hacienda  must borrow money to pay its  bills

Background

Hacienda  is  an Arizona  class  D utility engaged in the  business  of providing potable  wa te r
se rvice . Hacienda  was  granted a  Certifica te  of Convenience  and Necess ity ("CC&N") to provide
wa te r s e rvice  pe r De c is ion  No . 44444  e ffe c tive  S e p te mbe r 1 ,  1974 . The  a pplica nt's
representa tive  in 1974 is  the  same Mr. Joseph W. Lee  currently representing the  Company

The current ra tes are  the  same as its  initia l ra tes and have been in effect for 33 years since
1974. The  Commiss ion's  Docke t his tory does  not indica te tha t a ra te case has  ever been filed by
the Company and it is  clear that there  has never been any ra te  Decision issued

Customers

Ha cie nda  provide s  wa te r s e rvice  to a n a re a  ne a r Ma ricopa , Arizona  in P ina l County
Hacienda  provides  se rvice  to 25 to 30 mete red connections  (the  number fluctua tes  pe riodica lly)
The  Company's  2005 annua l report re flects  34 %-inch cus tomer me te rs . S ta ff be lieves  a ll of the
customers are  residentia l class

Engineering Analysis

Svstem Analysis

Hacienda  owns and opera tes  a  wate r system consis ting of: one  well (Arizona  Department
of Wate r Resources  ("ADWR") #55-803963) tha t produces  wa te r a t a  ra te  of approxima te ly 3%
ga llons  pe r minute  ("GP M"), one  10,000 ga llon s tora ge  ta nk, two sma ll pre s sure  ta nks , a nd, a
dis tribution sys tem se rving 25 - 30 re s identia l me te rs ' For seve ra l yea rs  the  Company has  been

The water sys tem plant description presented above is  based on the information provided by the Company in
Section 1 of its  applica tion. The well production information presented was  obta ined by Sta ff a t the ADWR
webs ite
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leas ing a  backup we ll (ADWR #55-569475) equipped with a  second 4,500 ga llon s torage  tanks .
The  ba ckup we ll ca n produce  18 GPM of wa te rs . S ta ff unde rs ta nds  tha t the  ba ckup we ll le a se
was te rmina ted in September 2006 and water from the  leased well and second s torage  tank is  no
longer be ing de live red to the  Company's  sys tem. The  Company lacks  adequa te  production if the
Company is  dependant sole ly on its  own 3% GPM we ll. S ta ff recommends  the  Company ins ta ll
a  s e cond we ll or re conne ct the  e xis ting ba ckup we ll (ADWR #55-569475). S ta ff furthe r
re comme nds  tha t the  Compa ny obta in the  re quire d a pprova ls  from the  Arizona  De pa rtme nt of
E n viro n m e n ta l Q u a lity ("ADE Q ") fo r a  n e w we ll in s ta lla tio n  o r fo r th e  b a c ku p  we ll
re conne ction. S ta ff furthe r re comme nds  tha t the  Compa ny docke t the  ADEQ a pprova l of the
ne w we ll ins ta lla tion or we ll re conne ction with the  Commis s ion's  Docke t Control in this  s a me
docket by December 3 l , 2007.

Water Oualitv Issues

(A) ADEQ Compliance

S ta ff re ce ive d a  complia nce  s ta tus  re port from ADEQ da te d J uly 12, 2007, in which
ADEQ s ta ted tha t the  sys tem has  ma jor de ficiencie s : (1) the  sys tem is  exceeding the  Maximum
Conta mina nt Le ve l ("MCL") for nitra te , (2) the  s ys te m ha s  ha d s ix or more  multiple  re porting
vio la tions  for to ta l co lifo rm in  the  la s t 12  months , (3 ) the  2004 , 2005 , a nd  2006  a nnua l
monitoring for lead and copper were  not done  as  required during the  months  of July, August and
September, (4) the  Company has  not provided the  consumer confidence  report for the  ca lendar
years  of 2004 and 2005. ADEQ has  de te rmined tha t the  sys tem is  currently de live ring wate r tha t
doe s  not me e t the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18,
Chapter 4.

In a  more  re ce nt ADEQ Complia nce  Inspe ction re port da te d Augus t 2, 2007, re ga rding
Ha cie nda 's  wa te r sys te m , ADEQ conclude d the  following ba se d on its  inspe ction on June  21,
2007 a nd ADEQ monitoring a nd re porting re cords : (1) ADEQ ca n not de te rmine  if the  ba ckup
we ll (ADWR #55-569475) ha s  be e n disconne cte d pe r ADEQ re quire me nts , (2) the  Ha cie nda
Acres  water system is  not opera ted by a  certified opera tor as  required, (3) the  nitra te  leve ls  in the
wells  exceeded the  nitra te  MCL in 1993, 2003, 2004, 2005 and 2006 samples , (4) the  Company
fa iled to report its  monthly tota l colifonn te s t re sults  in 2005, 2006, and 2007, (5) the  Company
fa iled to report its  lead and coppe r sample  te s t re sults , and (6) the  Company fa iled to submit its
2003, 2004, 2005 and 2007 Consumer Confidence reports .

S ta ff recommends  tha t the  Company begin a  bacte ria  monitoring and reporting program
imme dia te ly. S ta ff furthe r re comme nds  tha t the  Compa ny hire  a  Ce rtifie d Ope ra tor a nd be gin

2 Staff understands that the backup well s ite is  permanently interconnected to the Hacienda water system and shares
common ownership with the water sys tem. According to the Arizona  Department of Environmenta l Qua lity
("ADEQ"), this  well has  never obta ined the required ADEQ approva ls  to interconnect with the Hacienda  water
system.
3 The well production information presented was  obta ined by Staff a t the ADWR website .
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conducting the  re quire d monthly tota l coliform te s ts  imme dia te ly. S ta ff e s tima te s  tha t a nnua l
expenses  a ssocia ted with this  program will tota l $7004. This  te s ting is  needed to insure  tha t the
sys te m is  be ing ope ra te d prope rly a nd the  wa te r de live re d to cus tome rs  conta ins  no biologica l
ha za rd. S ta ff furthe r re comme nds  tha t the  Compa ny tile  its  monthly ba cte ria  s a mpling re sults
with the  Commiss ion's  Docke t Control a s  a  complia nce  ite m in this  docke t until furthe r orde r of
the  Commiss ion. S ta ff re comme nds  tha t monthly te s t re sults  for the  pre ce ding month be  file d
within 45 days  of the  end of the  reported month.

(B) United States Environmental Protection Agency ("US EPA") Compliance

On September 21, 2005, US EPA issued an Adminis tra tive  Orde r aga ins t the  Company.
The  Compa ny's  we ll conta ine d nitra te  le ve ls  of 12.8 mg/l which e xce e ds  the  nitra te  MCL le ve l
of 10 mg/l in 2004 a nd the  Compa ny ha s  not ta ke n a ction to corre ct the  nitra te  viola tion. The
Compa ny a lso fa ile d to monitor for le a d a nd coppe r. The  EPA cite d the  nitra te  a nd the  coppe r
and lead viola tions  in its  Adminis tra tive  Order aga ins t the  Company.

(C) Ars e n ic

According to the  Compa ny, the  a rs e nic le ve l in its  we ll is  a t 2 pg/l (or ppb) which is
be low the  new l() pg/1 a rsenic MCL.

Non-Account Water

The  wa te r usa ge  da ta  informa tion submitte d with the  a pplica tion wa s  incomple te . The
informa tion provide d wa s  incomple te  be ca use  it a ppe a rs  the  Compa ny fa ile d to re a d the  we ll
me te r and cus tomer me te rs  on a  scheduled routine  bas is . Without this  informa tion S ta ff cannot
de tennine  the  leve l of non-account wate r for the  Hacienda  system. Therefore , S ta ff recommends
tha t the  Compa ny re a d the  we ll me te r(s ) a nd cus tome r me te rs  on a  monthly ba s is  a nd tile  this
informa tion on a  qua rte rly ba s is  with the  Commiss ion's  Docke t Control a s  a  compliance  item in
this  same docke t. S ta ff furthe r recommends tha t the  Company file  monthly wate r use  da ta  within
45 days of the  end of the  preceding quarter.

ADWR Co mp lia n c e

The  Compa ny is  loca te d in ADWR's  P ina r Active  Ma na ge me nt Are a  ("AMA"). ADWR
sta ted tha t the  Company is  in compliance  with its  monitoring and reporting requirements .

4 The $700 estimate assumes $100 to acquire a Certified Operator and $600 to complete monthly bacteria tests for
two wells.
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Cu rta ilme n t Ta riff

On June  28, 2007, in De cis ion No. 69678 the  Commiss ion a pprove d a  curta ilme nt ta riff
which will he lp the  Company manage  the  ava ilable  water supply in the  event of a  water shortage .
The  ta riff re quire s  the  Compa ny, unde r a  S ta ge  3 or 4 Curta ilme nt, to a ugme nt its  s upply of
wa te r by e ithe r ha uling or through a n e me rge ncy inte rconne ct with a n a pprove d wa te r supply.
S ta ff re comme nds  tha t the  Compa ny be  o rde re d  to  a dop t the  wa te r ha u ling  ta riff S ta ff
recommends in this  Report.

Summary

Con elusion5.'

ADEQ has  de te rmined tha t the  sys tem is  currently de live ring wa te r tha t does  not
me e t the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title
18, Chapter 4.

According to ADWR Ha cie nda  is  in complia nce  with its  monitoring a nd re porting
requirements .

Consumer Services Analysis

The  Compa ny is  curre ntly not in good s ta nding with the  Corpora tions  Divis ion. The
2007 Annua l Report is  de linquent.

In  re s e a rching the  Utilitie s  Divis ion da ta ba s e  for compla ints  on the  Compa ny from
January 1, 2004 through July 31, 2007, the  results  a re  as  follows:

2007 Two compla ints  .- one  qua lity of se rvice  and one  billing
Seven inquiries  and no opinions

2006 Three  compla ints  - one  new service  fees , one  billing, and one  qua lity of se rvice
No inquirie s  and no opinions

2005 No compla ints
One  inquiry and no opinions

2004 One  compla int .- billing
Two inquirie s  and no opinions

All compla ints  and inquirie s  a re  closed.

2.

1 .
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Fina nc ia l Via b ility a nd  Ab ility to  Ma in ta in  S e rvic e

Hacienda has requested an emergency rate  increase of $39.00 per one thousand gallons of
usa ge . This  a mounts  to a  3,900 pe rce nt incre a se  in the  curre nt tie r-one  commodity cha rge  of
$1.00 pe r one  thous a nd ga llons  of us a ge . Ha cie nda  s ta te s  tha t this  incre a s e  will produce
approximate ly $9,500 per month in opera ting revenue . However, based on the  Company's  2005
a ve ra ge  of 314,000 ga llons  pumpe d pe r month, the  monthly re ve nue  produce d would be
$l0 ,2 l8 , which  is  1 ,567  pe rce nt gre a te r tha n  month ly re ve nue  ba s e d  on  curre n t ra te s  of
approximate ly $652. S ta ff notes  tha t the  Company's  2005 Annua l Report revenue  is  $5,823 and
if S ta ff a ssumes  no taxes  or othe r cha rges  a re  re flected in tha t number, the  current ra te s  would
indica te  tha t this  revenue  re flects  a  tota l annua l usage  leve l of no more  than 1,767,000 ga llons
This  s a me  re port re fle cts  tha t the  us a ge  le ve l in jus t four months  of 2005 tota le d 2,848,305
ga llons . Furthe r clouding the  revenue  is sue  is  the  fact tha t the  Company does  not currently bill
on a  monthly ba s is  but on an eve ry two, three , or four month ba s is . S ta ff be lieves  the re  is  ve ry
little  informa tion in the  Annua l Reports  tha t it can re ly upon

Ha cie nda  bla me s  its  curre nt fina ncia l pos ition on the  fa ct tha t its  33 ye a r old ra te s  ha ve
a lmost made  the  Company insolvent or bankrupt. Further, the  Company s ta tes  tha t it is  unable  to
pa y e ve n the  inte re s t on its  promis s ory note s . S till furthe r, Ha cie nda  s ta te s  tha t it mus t
imme dia te ly borrow $16,000 to a void a  judgme nt cre ditor ta king posse ss ion of the  Compa ny's
assets

In a ddition, the  Compa ny s ta te s  tha t it mus t borrow mone y to pa y its  e le ctric bills  a nd
avoid a  suspension of e lectric se rvice  due  to non-payment of its  e lectric bills

Staff be lieves tha t Hacienda 's  current s itua tion meets  the  genera l conditions necessary for
inte rim e me rge ncy ra te  cons ide ra tion. S ta ff doe s  not be lie ve  tha t Ha cie nda  ha s  e xpe rie nce d a
s itua tion of sudden change  tha t brings  ha rdship to the  Company. On the  contra ry, S ta ff be lieves
this  s itua tion has  been growing and/or fomenting for yea rs . However, S ta ff does  be lieve  tha t the
s itua tion where  the  ability of Hacienda  to ma inta in se rvice , pending a  forma l ra te  de te rmina tion
is  in se rious  doubt

Whe n a n e me rge ncy ra te  incre a se  re que s t is  file d, unde r norma l circums ta nce s , S ta ff
simply does an analysis  of necessity and reasonableness due to the  abbrevia ted time for analysis
This  can be  done , because  the  emergency ra te  increase  is  considered inte rim and a  follow-up full
ra te  ca s e  is  re quire d to  be  tile d within  6  to  12 months  of the  e ffe ctive  da te  of the  in te rim
e me rge ncy ra te s . In tha t follow-up ca se , S ta ff a udits  a ll of the  pe rtine nt informa tion re ga rding
the  ra te  ca se  and the  prior emergency ra te  ca se  and can recommend any adjus tments /re funds
a ccordingly

In this  pa rticula r ca se , S ta ff is  e xtre me ly conce rne d with the  e me rge ncy ra te  filing itse lf
a nd the  ma na ge me nt of Ha cie nda . The  Compa ny ha s  fa ile d to supply a ny informa tion to S ta ff
tha t is  not an es timate  or a lready s ta le  by two years  or more . The  2004 and 2005 annua l reports
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accompanying the  emergency ra te  increase  request a re  so full of errors  tha t nothing in the  repor'ts
ca n be  re lie d upon. S ta ff doe s  not be lie ve  tha t the  Compa ny ca n produce  a  via ble  a nd curre nt
emergency ra te  increase  reques t. The  Compa ny ha s  not ye t file d its  2006 Annua l Re port.
However, s ince  S ta ff be lieves  an emergency does  exis t and the  Company's  2005 Annua l Report
re flects  some current es timates  of expenses , S ta ff be lieves  it prudent to es timate  the  Company's
current expenses  and recommend an appropria te  leve l of emergency ra te  increase . Following is
Staff s  estimate  of the  Company's  current, annual opera ting expense  levels:

$2,850
2,400
4,830

84
500

5,000
700

2,400
_0_

25

Salaries and Wages
Purchased Water (if leased well is  reconnected)
Purchased Power
Bank Fees
Repairs  and Maintenance
Office  Rent / Overhead
Wate r Tes ting
Misce llaneous Expense
Deprecia tion Expense
(S ta ff be lieves  plant is  fully deprecia ted)
Taxes other than income
(Sales  tax not included as  it is  a  pass-thru tax)
Prope rty Tax
Income  Ta x

1,500
-0-

Estimated tota l annual opera ting expenses: $20,289

The  above  es tima te  converts  to a  monthly expense  leve l of jus t under $1,700 per month.
If we  re duce  tha t numbe r by the  re ve nue  curre ntly produce d by e xis ting ra te s  of $652, a s
pre vious ly ca lcula te d a bove , the  monthly shortfa ll in re ve nue  is  $1,048. Furthe r, if we  use  the
2005 monthly pumping a ve ra ge  of 314,000 ga llons , the  s hortfa ll of $1,048 divide d by the
314,000 ga llons  produce s  a n e me rge ncy ra te  incre a s e  of $3.34 pe r one  thous a nd ga llons  of
usage . While  this  increase  represents  a  334 percent increase  over the  current commodity charge
of $1.00 pe r 1,000 ga llons  of usage , it is  much lower than the  Company's  proposed $39.00 pe r
1,000 gallons of usage, or 3,900 percent over the  current ra te  of $1 .00 per 1,000 gallons of usage.

In a ddition to S ta ffs  re comme nde d e me rge ncy ra te  incre a se  a s  note d a bove , S ta ff will
re comme nd tha t a  bottle d wa te r ta riff a nd a  wa te r ha uling ta riff be  a pprove d in this  ca se . S ta ff
does be lieve  tha t an emergency exis ts  and wishes to enable  the  opera tor of the  system the  ability
to provide  bottle d drinking wa te r to Ha cie nda 's  cus tome rs  s ince  it doe s  not curre ntly s upply
wa te r to its  cus tomers  tha t mee ts  the  drinking wa te r requirements  of the  Arizona  Depa rtment of
Environme nta l Qua lity. Additiona lly, S ta ff note s  tha t the  wa te r s horta ge  proble m curre ntly
be ing experienced by the  Company may require  the  opera tor of the  system to haul wate r into the
sys tem to mee t cus tomer needs . The  Company has  included some  wa te r hauling informa tion in
its  applica tion. The  potentia l tha t these  ta riffs  would cause  la rge r increases  in ra te s  in the  future
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is  like ly. Howe ve r, it is  not pos s ible  for S ta ff to  e ve n e s tima te  the  pote ntia l cos ts  to  the
ra tepaye rs  of this  sys tem. S ta ff has  a ttached sample  ta riffs  for both the  bottled wa te r and wa te r
hauling issues .

S ta ff be lie ve s  the  curre nt ma na ge me nt of Ha cie nda  will ha ve  difficulty producing the
re quire d  fo llow-up filing  of a  comple te  ra te  ca s e  a nd  whe n it doe s  s o , will like ly fa ce  a n
e xte nde d sufficie ncy pe riod to e na ble  S ta ff to a ctua lly proce s s  the  a pplica tion. The  Compa ny
doe s  not a cce pt a ny re s pons ibility for not filing a  ra te  ca s e  in  the  pa s t. The  Compa ny is
e xpe cting, without e ve n re que s ting it, re troa ctive  a pprova l of long te rm de bt for ope ra ting

funding/fina ncing of a  civil judgme nt tha t is  not the  re s pons ibility of its  ra te pa ye rs . S ta ff ha s
only included nonna  ope ra ting expenses  in its  recommended emergency ra te  increase . Furthe r
to this  concern, S ta ff recommends tha t the  Company be  ordered to provide  the  Commission with
a  P e rforma nce  Bond (or s imila r fina ncia l ins trume nt) in  the  a mount of $25 ,000, prior to
comme ncing its  billing of the  e me rge ncy ra te  a uthorize d in this  De cis ion. This  a llows  the
Commiss ion some  gua ra nte e  of the  Compa ny's  willingne s s  to comply with the  Commis s ion's
overs ight and rules .

Staff Recommendations

Staff recommends denial of the  emergency ra te  increase  requested by the  Company.

S ta ff furthe r re comme nds  tha t the  Compa ny be  orde re d to include  S ta ffs  e me rge ncy
increase  ra te  of $3.34 per 1,000 ga llons of usage  as  a  separa te  line  item in its  monthly bills .

S ta ff further recommends tha t the  Company be  ordered to bill its  customers  on a  monthly
bas is .

S ta ff iiuthe r re comme nds  tha t this  e me rge ncy ra te  incre a s e  be  cons ide re d a n inte rim
increase  until furthe r Orde r of this  Commiss ion.

Staff further recommends tha t the  Company be  ordered to provide  the  Commission with a
P e rfo rma nce  Bond  (o r s imila r fina nc ia l in s tnune n t) in  the  a moun t o f $25 ,000 , p rio r to
commencing its  billing of the  emergency ra te  authorized in this  Decis ion.

S ta ff Furthe r re comme nds  tha t the  Compa ny be  orde re d to tile  a  full, pe rma ne nt ra te
increase  request by May 31, 2008, using a  2007 test year.

S ta ff furthe r re comme nds  tha t the  Compa ny be  orde re d to a dopt the  bottle d wa te r a nd
water hauling ta riffs  outlined as  a ttachments to the  S ta ffReport in this  docke t.

S ta ff furthe r re comme nds  the  Compa ny ins ta ll a  s e cond we ll or re conne ct the  e xis ting
ba ckup we ll.
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S ta ff furthe r re comme nds  tha t the  Compa ny obta in the  re quire d a pprova ls  from ADEQ
for a  new we ll ins ta lla tion or for the  backup we ll reconnection

S ta ff furthe r recommends  tha t the  Company docke t the  ADEQ Approva l to Cons truct of
the  ne w we ll ins ta lla tion or we ll re conne ction with the  Commis s ion's  Docke t Control in this
s a me  docke t by De ce mbe r 31, 2007, a nd the  Approva l of Cons truction for s uch by April 30
2008

S ta ff furthe r re comme nds  tha t the  Compa ny be gin a  ba cte ria  monitoring a nd re porting
progra m imme dia te ly.

S ta ff fu rthe r re comme nds  tha t the  Compa ny h ire  a  Ce rtifie d  Ope ra tor a nd  be gin
conducting the  required monthly tota l coliform te s ts  immedia te ly.

S ta ff furthe r re comme nds  tha t the  Compa ny file  its  monthly ba cte ria  s a mpling re s ults
with the  Comlnis s ion's  Docke t Control a s  a  complia nce  ite m in this  docke t until furthe r orde r of
the  Commiss ion.

S ta ff furthe r re comme nds  tha t monthly te s t re s ults  for the  pre ce ding month be  file d
within 45 days of the  end of the  reported month.

S ta ff furthe r recommends  tha t the  Company read the  we ll me te r(s ) and cus tomer mete rs
on a  monthly ba s is  a nd tile  this  informa tion on a  qua rte rly ba s is  with the  Commiss ion's  Docke t
Control as  a  compliance  item in this  same docket.

S ta ff further recommends tha t the  Company file  monthly wate r use  da ta  within 45 days  of
the  end of the  preceding quarter.

S ta ff furthe r re comme nds  tha t Ha cie nda  work with ADEQ to de ve lop a  de ta ile d a ction
pla n which the  Compa ny propose s  to follow to a ddre s s  e a ch de ficie ncy outline d in the  ADEQ
Complia nce  Ins pe ction re port da te d Augus t 2, 2007. This  a ction pla n de ve lope d with ADEQ
guidance  should be  tiled with the  Commiss ion Docke t Control a s  a  compliance  item in this  same
docke t within 45 days  of the  e ffective  da te  of the  Decis ion issued in this  matte r.



ATTACHMENT A

SAMPLE TARIFF

Ta riff She e t No.Utility: Ame rica n Re a lty & Mortga ge  Compa ny, Inc.
db Hacienda  Acres  Wate r Sys tem

Docke t No.: W-02258A-07-0414
Phone  No.: 623-388-2949 or

623-388-0500

De cis ion No .
Effec tive :

BOTTLED WATER SURCHARGE TARIFF

American Realty & Mortgage Company, Inc. db Hacienda Acres Water System
("Company") is authorized to make monthly adjustments to its rates and charges for
water service to recover costs incurred for purchasing bottled water for its customers
("Bottled Water Costs").

The Bottled Water Surcharge shall be calculated by dividing the total Bottled
Water Costs incurred in a given month by the number of customers billed that month.
The resulting rate per customer will be charged as the Bottled Water Surcharge in the
next month's bill as a separate line item on the customer's bill.

IS S UED EFFECTIVE



ATTACHMENT B

SAMPLE TARIFF

Tariff Sheet No.Utility: American Realty & Mortgage Company, Inc.
db Hacienda Acres Water System

Docket No.: W-02258A-07-0414
Phone No.: 623-388-2949 or

623-388-0500

Decision No.
Effective:

WATER HAULING SURCHARGE TARIFF

American Realty & Mortgage Company, Inc. db Hacienda Acres Water System
("Company") is authorized to make monthly adjustments to its rates and charges for
water service to recover costs incurred for bulk water purchases and transportation
("Water Hauling Costs").

The Water Hauling Surcharge shall be calculated by dividing the total Water
Hauling Costs incurred in a given month by the amount of water sold that month. The
resulting rate per 1,000 gallons will then be multiplied by the gallons used in that month
for each customer to an'ive at the surcharge per 1,000 gallons. The resulting Water
Hauling Surcharge will be charged in the next month as a separate line item on the
customer's bill.

ISSUED EFFECTIVE


