
IN THE MATTER OF THE APPLICATION OF
SOUTHERN SUNRISE WATER COMPANY FOR
A CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE WATER SERVICE IN
COCHISE COUNTY, AIUZONA.

IN THE MATTER OF THE JOINT APPLICATION
OF NORTHERN SUNRISE WATER COMPANY
AND SOUTHERN SUNRISE WATER COMPANY
FOR THE APPROVAL OF SALE AND
TRANSFER OF WATER UTILITY ASSETS, AND
CANCELLATION OF CERTIFICATES OF
CONVENIENCE AND NECESSITY, FOR
MIRACLE VALLEY WATER COMPANY,
COCHISE WATER COMPANY, HORSESHOE
RANCH WATER COMPANY, CRYSTAL WATER
COMPANY, MUSTANG WATER COMPANY,
CORONADO ESTATES WATER COMPANY,
AND SIERRA SUNSET WATER COMPANY,
LOCATED IN COCHISE COUNTY, ARIZONA.
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MIKE GLEASON, Chairman
WILLIAM MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE
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IN THE MATTER OF THE APPLICATION OF
NORTHERN SUNRISE WATER COMPANY FOR
A CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE WATER SERVICE IN
COCHISE COUNTY, ARIZONA.
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PROCEDURAL ORDER

BY THE COMMISSION:

Decis ion No. 68826
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22 In ( J u ne 2 9 , 2006), the Ar izona  Corpora t ion Commission

23 ("Commission") authorized Northern Sunrise Water Company ("Northern") and Southern Sunrise

24 Water Company ("Southern") (collectively "Applicants") to acquire the assets of Miracle Valley

25 Water  Company,  Cochise Water  Company,  Horseshoe Ranch Water  Company,  Crysta l Water

26 Company, Mustang Water Company, Coronado Estates Water Company and Sierra Sunset Water

27 Company (collectively "McLain Water  Systems"). In granting the Applicants Certificates of

28 Convenience and Necessities ("CC&Ns") for the areas served by the former McLain Water Systems,
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DOCKET NO. W-20453A-06-0247 ET AL

1 the  Commiss ion orde re d the  Applica nts  to comple te  a lis t of s ys te m improve me nts  by Augus t 25,

2 2007. In addition, the  Commiss ion orde red Applicants  to file  a  gene ra l ra te  applica tion in 2008 tts ing

3 a  ca le nda r te s t ye a r e nding  De ce Mbe r 31 , 2007. Furthe rmore , in  De cis ion  No. 68826 , the

4 Commiss ion acknowledged tha t circumstances  may cause  Applicants  to require  beyond August 2007

5 to comple te  the  s ys te m improve me nts . Thus , the  CoMmis s ion found tha t Applica nts  could file  a

6 reques t for extens ion of time  to comple te  the  re fe renced improvements , and tha t such reques t should

7 de ta il good cause  and be  submitted no la te r than June  30, 2007.

8 On Ma y 30, 2007, Applica nts  file d a  Motion to Exte nd Time  to Comply with De cis ion No.

9 68826. Applicants  s ta te  tha t because  of de lays  caused by the  bankruptcy proceedings  of the  former

10 McLa in Wa te r S ys te ms , the  tra ns fe r of a s s e ts  did not clos e  until Fe brua ry 19, 2007. Applica nts

l l request extending the  deadline  to comple te  the  sys tem improvements  until February 19, 2008, and to

12 allow a  test year ending June  30, 2008, in the  ra te  case  required under Decision No. 68826.1

13 By Procedura l Order da ted June  27, 2007, the  Commiss ion sent the  Applicants ' Motion to the

14 inte rvenor in the  docke t, and orde red tha t S ta ff and the  inte rvenor, if he  des ire s , to tile  a  re sponse  to

15
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17
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21

22

the  Motion by July 20, 2007.

On July 10, 2007, S ta ff filed its  S ta ff Report in re sponse  to the  Motion.

. On J uly 17, 2007, Applica nts  file d a  Notice  of Filing a  le tte r to The  S ie rra  Vis ta  He ra ld

publishe d on July 6, 2007, tha t complime nts  the  ne w owne rs  of the  McLa in Wa te r S ys te ms  for the

service  since  the ir management and ownership of the  systems.

The  inte rvenor did not file  comments .

4'

In the ir Motion, Applica nts  a s s e rt tha t the  Augus t 25, 2007, de a dline  to comple te  s ys te m

improve me nts  wa s  founde d on "a n optimis tic e xpe cta tion tha t the  McLa in S ys te ms  ba nkruptcy

23 proceedings  would close  within s ixty (60) days  of the  Commiss ion's  fina l decis ion." Applicants  s ta te

24 tha t the y volunta rily a gre e d to  comple te  the  s ys te m improve me nts  within twe lve  months  of the

25 clos ing of the  s a le .2 The  ba nkruptcy clos ing did not occur until Fe brua ry 19, 2007, be ca us e  the

26 Bankruptcy Court a llowed more  time  to debtor lien holde rs  tha t we re  not prope rly notified and added

27 1

28

Decision No. 68826 provides that Applicants should file a rate case some time in 2008, utilizing a test year ending
December 31, 2007, but does not specify a particular deadline, other than the end of the year, for making such filing.
2 See Finding of Fact No. 51, Decision No. 68826 at p ll.
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a  fe w a dditiona l a s se ts  tha t we re  use d in the  forme r McLa in S ys te ms  but which we re  not origina lly

include d in the  ba nkruptcy. Applica nts  s ta te  the y could not comple te  the  la rge  ca pita l proje cts 'until

the  transaction was fina lized, and thus , the re  is  good cause  to extend the  deadline  for the ir comple tion

to Fe brua ry 19, 2008. Applica nts  a lso provide d a  lis t of the  sma lle r re pa irs  a nd ma inte na nce  s ince

they assumed management of the  McLain Systems, but be fore  they acquired the  sys tems. Applicants

a rgue  tha t the  s ix month de lay in the  bankruptcy clos ing warrants  an extens ion of the  time  for filing a

7 ra te  case  by the  same amount of time.

8 S ta ff confine s  tha t re gula r a nd minor ma inte na nce  ite ms  we re  comple te d prior to owne rship,

9 a nd concurs  tha t the  la rge  s ys te m improve me nts  could only be  comple te d a fte r the  cha nge  in

10 owne rship. S ta ff confirme d tha t the  ba nkruptcy proce e dings  we re  more  le ngthy tha n e xpe cte d a nd

l l tha t the  Applica nts  we re  not re s pons ible  for the  de la y. S ta ff be lie ve s  tha t the  de la ys  in  the

12 bankruptcy proceedings  could cons titute  good cause  for extending the  compliance  requirements  tha t

13 depended on the  close  of the  sa le , such as the  system improvements and the  ra te  case  timing.

14 S ta ff s ta te s  it ha s  no obje ction to the  Compa ny's  s ix month e xte ns ion re que s t, which would

15 re sult in re quiring the  sys te m re pa irs  be  comple te d by Fe brua ry 19, 2008, a nd tha t the  ra te  ca se  be

16 tiled no la te r than December 3 l, 2008, utilizing a  June  30, 2008 tes t year.

1 7 . The  de la ys  in the  ba nkruptcy proce e ding which re s ulte d in the  s a le  of the  McLa in Wa te r

18 S ys te m a s se ts  to the  Applica nts  clos ing a pproxima te ly s ix months  la te r tha n origina lly a nticipa te d,

19 a nd which we re  not ca us e d by the  a ctions  of the  Applica nts , cons titute  good ca us e  to gra nt the

20 Applica nts ' re que s t to  e xte nd the  de a dline  in  De cis ion No. 68826, from Augus t 25, 2007,luntil

21 Fe brua ry 19, 2008. In e s ta blishing the  origina l de a dline , the  Commiss ion found tha t a  ye a r from the

22 projected sa le  clos ing da te  to comple te  the  sys tem improvements  was  rea sonable . Thus , we  find tha t

23 unde r the  circums ta nce s , Applica nts ' s ix month e xte ns ion re que s t is  re a s ona ble  a nd s hould be

24 granted. In a ddition, give n the  a dditiona l time  re quire d to comple te  the  s ys te m improve me nts ,

25 utilizing a  te s t ye a r of June  30, 2008, for the  ne xt ra te  ca se  is  re a sona ble  a nd will re sult in a  more

26 accura te  and comple te  ra te  filing.

27 IT IS  THEREFORE ORDERED tha t the  de a dline  e s ta blis he d in  De cis ion No. 68826 for

28 Applica nts  to comple te  the  sys te m improve me nts  lis te d in Exhibit B of De cis ion No. 68826, a nd the
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1 a ddition of 30,000 ga llons  of s tora ge  for the  S ie rra  S uns e t s ys te m, s ha ll be  e xte nde d to Fe brua ry 19,

2 2008.

IT IS  F URTHER O RDERED tha t the  p rov is ion  to  file  the  ra te  ca s e  a s  s e t fo rth  in  De c is ion

4 No. 68826 s ha ll be  modifie d to re quire  a  filing by De ce mbe r 31, 2008, utiliz ing a  te s t ye a r of J une  30,

3

5 2008.

6 DATED this / day of August, 2007.
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/ / /7
/  / > 4 _,

JANE L/1;QDDA
ADMINvI/S"PR.ATIVE LAW JUDGE
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Copie s  of the  fore going m a ile d
11 this 7 /'  da y o f Augus t,  2007  to :
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Mr. Ja y Sha piro
Mr. P a trick Bla ck
Fennemore  Cra ig, PC
3003 North Centra l Avenue
Suite  2600
Phoenix, Arizona  85012
Attorne ys  for Applica nts
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Mr. S te ve  Cockrum
5328 Corra l Drive
Here ford, Arizona  85635
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Mr. Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Div is ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix,  Arizona  85007
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Mr. Ernes t Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Stree t
Phoenix, Arizona  85007
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By: , / /
~Ji1anita E. Gomez
Secretary to Jane L. Rodder
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