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EXECUTIVE SUMMARY
MARK GRAPP DBA CEDAR GROVE WATER COMPANY

AND CEDAR GROVE WATER, INC.
DOCKET nos. W-02597A-07-0169 AND W-20541A-07-0169

On March 22, 2007, Mark Graph db Cedar Grove Water Company ("CGW" or
"Company" or "Transferor") filed an application with the Arizona Corporation Commission
("ACC" or "Commission") for approval of the sale of its assets and transfer of its Certificate of
Convenience and Necessity ("CC&N") to provide water service to Cedar Grove Water, Inc.
("CGWI" or "Transferee") in Apache County, Arizona. On July 12, 2007, Staff filed a
Sufficiency Letter indicating that the application had met the sufficiency requirements of the
Arizona Administrative Code ("A.A.C.")

Mark Grapp db Cedar Grove Water Company is a sole proprietorship authorized to
provide water utility services to certain portions of Apache County, Arizona, pursuant to the
Commission's Decision No. 57990, issued on August 26, 1992, in Docket Nos. U-2511-91-112,
U-2597-91-112, U-2597-91-117, and U-2597-91-395. The instant application is a compliance
filing, pursuant to Decision No. 69391, issued on March 22, 2007, in Docket No. W-20475A-06-
0549 et al. On January 17, 2007, Mr. Grasp testified during the hearing (Docket Nos.
W-20475A-06-0549 et al.) that he personally acquired the assets of CGW several years ago from
its former owners and on March 2003, he incorporated the CGW as Cedar Grove Water, Inc. to
continue the utility's operation. As a result, the Commission ordered Mr. Grapp to file, within
90 days of the effective date of Decision No. 69391, an application for Commission approval of
the sale of assets and the transfer of CC&N to CGWI. The purpose of this application is to
formally transfer the assets and CC&N of CGW to CGWI.

Based on Staffs review and analysis of the application, Staff believes the existing system
has adequate production and storage capacity to serve existing customers and can reasonably be
expected to develop additional storage and production as required in the future.

Staff recommends the Commission approve CGW's application for the sale of its assets
and transfer of its CC&N for water service within portions of Apache County, Arizona, to
CGWI, subj et to compliance with the following condition:

1. To require CGWI to charge CGW's authorized rates and charges in the transfer area.

2. To require CGWI to tile with Docket Control, as a compliance item in this docket, a
copy of the franchise agreement from Apache County for the transfer area within 365
days of the decision in this matter.

Staff further recommends that the Commission's Decision granting the Approval of Sale
of Assets and the transfer of die CC&N to CGWI be considered null and void, after due process,
should CGWI fail to meet Condition No. 2 listed above within the time specified.
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In tro d u c tio n

O n  Ma rch  2 2 ,  2 0 0 7 ,  Ma rk G ra p p  d b Ce da r Grove  Wa te r Compa ny ("CGW" o r
"Compa ny" or "Tra ns fe ror") tile d a n a pplica tion with the  Arizona  Corpora tion Commis s ion
("ACC" or "Commis s ion") for a pprova l of the sa le  of its  a sse ts  and trans fe r of its  Ce rtifica te  of
Conve nie nce  a nd Ne ce s s ity ("CC&N") to provide  wa te r s e rvice  to Ce da r Grove  Wa te r, Inc.
("CGWI" or "Tra ns fe re e ") in Apa che  County, Arizona .

On April 20 , 2007, the  ACC Utilitie s  Divis ion  ("S ta ff") file d  a n  Ins ufficie ncy Le tte r,
ind ica ting  tha t S S C's  a pp lica tion  d id  no t me e t the  s u ffic ie ncy re qu ire me n ts  o f Arizona
Adminis tra tive  Code  ("A.A.C.") R14-2-402(C). A copy of the  Lns ufficie ncy Le tte r wa s  s e nt to
the  Compa ny via  U.S  ma il. In the  Le tte r, S ta ff lis ted the  deficiencies  tha t needed to be  cured for
adminis tra tive  purposes .

On May 3, 2007 and June  13, 2007, the  Company provided additiona l documenta tion to
support its  re lie f requested.

On July 12, 2007, S ta ff file d a  Sufficie ncy Le tte r indica ting tha t the  a pplica tion ha d me t
the  sufficiency requirements  of the  A.A.C.

Background

Ma rk Gra s p db Ce da r Grove  Wa te r Compa ny is  a  s ole  proprie tors hip a uthorize d to
provide  wa te r utility s e rvice s  to ce rta in portions  of Apa che  County, Arizona , purs ua nt to the
Commiss ion's  Decis ion No. 57990, is sued on Augus t 26, 1992, in Docke t Nos . U-2511-91-112,
U-2597-91-112, U-2597-91-117, a nd U-2597-91-395. In tha t de cis ion, the  Commiss ion, a mong
other things, authorized the  sa le  of Sunrise  Vista  Esta te  Water Company's  asse ts  and the  transfer
of its  CC&N to Mr. Ma rk Gra pp db Ce da r Grove  Wa te r Compa ny.

Cedar G ro ve  Wa te r,  In c .  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
Commis s ion's  Corpora tion Divis ion. The  only s ha re holde rs  of CGWI a re  Mr. Ma rk E. Gra pp,
Sr. (the  Pres ident) and Mrs . Barba ra  Grapp (the  Secre ta ry and Treasure r). Mr. Grapp a lso owns
three  othe r wa te r sys tems, namely: Cedar Grove  Wate r Company, Watco, Inc., and A. Pe te rsen
Wate r Company, Inc.

The  ins tant applica tion is  a  compliance  filing, pursuant to Decis ion No. 69391, is sued on
Ma rch 22, 2007, in Docke t No. W-20475A~06-0549 e t a l. On J a nua ry 17, 2007, Mr. Gra pp
te s tified during the  hea ring in Docke t No. W-20475A-06-0549 e t a l. tha t he  pe rsona lly acquired
the  asse ts  of CGW severa l years  ago from its  former owners  and on March 2003 he  incorpora ted
the  CGW a s  Ce da r Grove  Wa te r Inc. to  continue  the  utility's  ope ra tion. As  a  re s ult, the
Commis s ion orde re d Mr. Gra pp to file , within 90 da ys  of the  e ffe ctive  da te  of De cis ion No.
69391, an applica tion for Commission approva l of the  sa le  of asse ts  and the  transfe r of CC&N to
CGWI. The  purpose  of this  a pplica tion is  to forma lly tra ns fe r the  a s se ts  a nd CC&N of CGW to
CGWI.
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According to CGW's  Annua l Re port for the  ye a r e nding De ce mbe r 31, 2006, CGW
re porte d a n a mlua l re ve nue  of $120,636, e xpe nse s  of $151,803, a nd a  los s  of $33,293. CGW
also reported the  Company is  current on progeNy and sa les taxes.

The Water System

CGW ha s  in e xis te nce  five  we lls  with a  tota l production ca pa city of 106 ga llons  pe r
minute s , 387,500 ga llons  of s torage  capacity, boos te r pumps , pre ssure  tanks , and a  dis tribution
sys tem sewing 336 cus tomers The  Compa ny a lso ha s  five  buildings  ra nging in s ize  from 600
squa re  fee t to 36 squa re  fee t a t four s ite s . The  buildings  a re  used for s torage  and to house  the
we lls , pre ssure  tanks  and boos te r pumps . The  Company typica lly has  added 20 - 25 cus tomers
pe r ye a r, howe ve r during 2006 the  Compa ny a dde d ove r 50 ne w cus tome rs .3 The  e xis ting
production and s torage  can se rve  410 connections .4 There fore , S ta ff concludes  tha t the  exis ting
s ys te m ha s  a de qua te  production a nd s tora ge  ca pa city to s e rve  e xis ting cus tome rs  a nd ca n
reasonably be  expected to develop additional s torage  and production as  required in the  future .

On July 17, 2007, Mr. Ma rk Gra pp file d in the  docke t, a  quit cla im de e d tra ns fe r*ing a ll
right, title  or inte re s t of CGW in ce rta in re a l prope rty s itua te d in Apa che , County Arizona  to
CGWI.

The  Tra ns a c tion

CGW is  ce rtifica ted to provide  wa te r se rvice  in a  portion of Apache  County, Arizona .

By this  a pplica tion, the  Compa ny is  se e king Commiss ion a uthority to se ll its  a s se ts  a nd
tra ns fe r its C C &N to Ce da r Grove  Wa te r, Inc., a n Arizona  Corpora tion, in good s ta nding with
the  Commis s ion's  Corpora tion Divis ion. The  Compa ny's  CC&N a re a  is  a pproxima te ly e ight
square  miles  and is  loca ted about 12 miles  eas t of Show Low in Apache  County, Arizona .

According to the  a pplica tion, a ll cus tome r s e curity de pos its  will be  tra ns fe rre d to the
Transfe ree , a ll re funds  due  on Main Extens ion Agreements  will be  a ssumed by Transfe ree , and
a ll re funds due  on meter and service  line  insta lla tions will be  assumed by the  Transferee .

Mr. Gra ph ha s  be e n ma na ging CGW's  wa te r s ys te m s ince  he  a cquire d S urn'is e  Vis ta
Es ta te  Wa te r Colnpa ny's  a s se ts . S ta ff unde rs ta nds  tha t the  propose d tra ns fe r of a s se ts  a nd

1 This rating excludes the Eagle Ridge Well (Arizona Department of Water Resources ID Number 55-566375). This
well was reported as a non-producer in the Company's 2006 Commission Annual Report and is currently being used
only as an emergency water source.
2 Information reported in Company's 2006 Commission Annual Report and in Company responses to Staff
Insufficiency Letters.
3 Historical growth rate based on number of connections added during the years 2001 thru 2006 (See Annual Reports
for period).
4 Capacity calculations were based on Water Use Data information reported in Company's 2006 Commission
Annual Report.
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C C &N from CGW to CGWI will not re sult in any change  in the  management or ope ra tion of the
wate r sys tem. Certified opera tor pe rsonne l will not change  as  result of the  transfe r.

Arizona Department of Environmental Quality ("ADEQ") Compliance

The  ADEQ a s s igns  e a ch wa te r s ys te m it re gula te s  a  P ublic Wa te r S ys te m ("P WS ")
Ide ntifica tion Numbe r which is  us e d for tra cking purpos e s . The  ADEQ ha s  de te rmine d tha t
CGW's  wa te r s ys te m P WS  # 01-049 is  in  full complia nce  with ADEQ re quire me nts  a nd is
cu rre n tly d e live rin g  wa te r th a t me e ts  wa te r q u a lity s ta n d a rd s  a s  re q u ire d  b y Arizo n a
Adminis tra tive  Code , Title  18, Chapte r 4.5

Arizona Department of Water Resources ("ADWR") Compliance

The  Compa ny is  not within a n Active  Ma na ge me nt Are a  ("AMA"), a nd conse que ntly is
not subject to ADWR reporting and conse rva tion requirements .

ACC Complia nc e

According to the  Utilitie s  Divis ion Compliance  Section, the  Company has  no outs tanding
ACC compliance issues.6

Ars enic

The  U.S . Environme nta l P rote ction Age ncy ("EP A") ha s  re duce d the  a rse nic ma ximum
conta mina nt le ve l ("MCL") in drinking wa te r from 50 microgra ms  pe r lite r ("pg/l") or pa rts  pe r
billion ("ppb") to 10 pg/1. Recent da ta  on a rsenic concentra tion shows the  Colnpany's  five  we lls
comply with the  new arsenic s tandard of 10 ng/L

Cu rta ilme n t P la n  Ta riff

The  Compa ny ha s  a n a pprove d curta ilme nt ta riff tha t be ca me  e ffe ctive  on Augus t 25,
2004.

Propos ed Rates

CGWI will provide  wa te r s e rvice  to the  tra ns fe r a re a  unde r the  Compa ny's  a uthorize d
rates and charges.

5 ADEQ Dridding Water Compliance Status Report dated August 11, 2006.
6 Per ACC Compliance status check dated April 18, 2007
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County Franchis e

Eve ry a pp lica n t fo r a  CC&N a nd /or C C &N e xte ns ion is  re quire d  to  s ubmit to  the
Commission 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 nchis 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  from the  City/Town.

S ta ff re comme nds  tha t CGWI be  re quire d to file  with Docke t Control, a s  a  complia nce
item in this  docke t, a  copy of the  franchise  agreement from Apache  County for the  transfe r a rea
within 365 days  of the  decis ion in this  ma tte r.

Recommendations

Sta ff recommends  the  Commiss ion approve  CGW's  applica tion for the  sa le  of its  a sse ts
a nd tra ns fe r of its  CC&N for wa te r s e rvice  within  portions  of Apa che  County, Arizona , to
CGWI, subje ct to complia nce  with the  following condition:

1. To require  CGWI to charge  CGW's  authorized ra tes  and charges  in the  transfe r area.

2. To re quire  CGWI to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
copy of the  franchise  agreement from Apache  County for the  transfe r a rea  within 365
days  of the  decis ion in this  matte r.

S ta ff furthe r recommends  tha t the  Commiss ion's  Decis ion granting the  Approva l of Sa le
of Asse ts  and the  transfe r of the  CC&N to CGWI be  conside red null and void, a fte r due  process ,
should CGWI fa il to mee t Condition No. 2 lis ted above  within the  time  specified.
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ATTACHMENT A

s

MEMORANDUM

DATE : August 1, 2007

TO: Ble ss ing Chukwu

FROM : De l S mlth

Ce da r Grove  Wa te r Compa ny Applica tion for Approva l of the  S a le  a nd
Transfe r of Certifica te  of Convenience  and Necess ity
(Docke t No. w- 02597A-07-0169 a nd W-20541A-07-0169)

In tro d u c tio n

O n  Ma rc h  2 2 ,  2 0 0 7 ,  C e d a r G ro ve  W a te r C o m p a n y ("C e d a r G ro ve " o r
"Compa ny") file d  a n  a pplica tion  with  the  Arizona  Corpora tion  Commis s ion
("ACC" or "Commis s ion") to tra ns fe r its  a s s e ts  a nd Ce rtifica te  of Conve nie nce
a n d  Ne c e s s ity ("C C &N") to  C e d a r G ro ve  W a te r,  In c . The  Compa ny's
ce rtifica te d  a re a  wh ich  co mp ris e s  ro u g h ly e ig h t s q u a re  mile s  is  lo ca te d
a p p ro xima te ly twe lve  mile s  e a s t o f S h o w Lo w in  Ap a c h e  Co u n ty.  S ta ff
unde rs ta nds  tha t the  propos e d tra ns fe r will not re s ult in  a ny cha nge  in  the
ma na ge me nt or ope ra tion of the  Compa ny. Ce rtifie d ope ra tor pe rsonne l will not
change as result of the  transfer e ither.

Ca pa c ity

Ce da r Grove  ha s  in e xis te nce  five  we lls  with a  tota l production ca pa city of 106
ga l/mini, 387,500 ga llons  of s torage  capacity, booste r pumps, pressure  tanks , and
a  dis tribution s ys te m s e rving 336 cus tome rs The  Compa ny a ls o  ha s  live
buildings  ranging in s ize  from 600 squa re  fee t to 36 squa re  fee t a t four s ite s . The
buildings  a re  used for s torage  and to house  the  we lls , pressure  tanks  and booste r
pumps . The  Compa ny typica lly ha s  a dde d 20 - 25 cus tome rs  pe r ye a r howe ve r
during  2006  the  compa ny a dde d  ove r 50  ne w cus tome rs The  e xis ting
production and s torage  can se rve  410 connections .4 The re fore , S ta ff concludes
tha t the  e xis ting sys te m ha s  a de qua te  production a nd s tora ge  ca pa city to se rve

RE:

1 This rating excludes the Eagle Ridge Well (Arizona Department of Water Resources ID Number 55-
566375). This well was reported as a non-producer in the Company's 2006 Commission Annual Report
and is currently being used only as an emergency water source.
z Information reported in Company's 2006 Commission Annual Report and in Company responses to Staff
Insufficiency Letters.
3 Historical growth rate based on number of connections added during the years 2001 thru 2006(See
Annual Reports for period) .
4 Capacity calculations were based on Water Use Data information reported in Company's 2006
Commission Annual Report.
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e xis ting cus tome rs  a nd ca n re a s ona bly be  e xpe cte d to de ve lop a dditiona l s tora ge
a nd production a s  re quire d in the  future .

Arizona Department of Environmental Quality ("ADEQ") Compliance

ADEQ re gula te s  the  wa te r s ys te m unde r P ublic Wa te r S ys te m I.D. # 01-049.
ADE Q h a s  d e te rmin e d  th a t th is  s ys te m is  in  fu ll co mp lia n ce  with  ADE Q
requirements  and is  currently de live ring wa te r tha t mee ts  wa te r qua lity s tanda rds
required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.5

Re c e n t da ta  on  a rs e n ic  c onc e n tra tion  s hows  c om plia nc e  with  the  ne w a rs e n ic
s ta nda rd of 10 microgra ms  pe r lite r for the  Compa ny's  five  we lls .

Arizona Department of Water Resources ("ADWR") Compliance

Cedar Grove  is  not within any Active  Management Area , and consequently is  not
subject to reporting and conserva tion rules .

ACC Co m p lia n c e

A che ck of d ie  Utilitie s  Divis ion com plia nce  da ta  ba s e  indica te d tha t the re  we re
no pa s t due  complia nce  ite ms  for Ce da r Grove .6

Other Is s ues

Ce da r G rO ve  ha s  a n  a pprove d  Curta ilm e nt Ta riff tha t ha s  be e n  in  e ffe c t s ince
Augus t 25, 2004.

Co n c lu s io n s

S ta ff conclude s  tha t the  Ce da r Grove  s ys te m ha s  a de qua te  production a nd
s to ra g e  c a p a c ity to  s e rv e  e x is t in g  c u s to m e rs  a n d  c a n  re a s o n a b ly b e
e xpe c te d to  de ve lop a dditiona l s tora ge  a nd production a s  re quire d in  the
future .

ADEQ has  de tennined tha t the  Cedar Grove  sys tem is  currently de live ring
wa te r th a t m e e ts wa te r q u a lity standards re q u ire d  b y Ariz o n a
Admin is tra tive  Code , Title  18 , Cha p te r 4 . Re ce nt da ta  on a rs e nic
conce ntra tion s hows  complia nce  with the  ne w a rs e nic s ta nda rd of 10
microgra ms  pe r lite r.

5 ADEQ Drinldng Water Compliance Status Report dated August 11, 2006.
6 Per Utilities Division compliance data base status check dated April 18, 2007.

2.

1 .
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C e d a r G ro ve  is  n o t  with in  a n y Ac t ive  Ma n a g e m e n t  Are a ,  a n d
consequently is  not subject to reporting and conserva tion rules .

3.

4. A check of the  Utilitie s  Divis ion compliance  da ta  base  indica ted tha t the re
were  no past due  compliance  items for Cedar Grove .
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MEMQBAMQQM

TO : 61ess1rm9 Chukwu

Executive Consultant III
Ut\l\t\e5 Dlvl5Ion

FROM : Barb Wells
lrlformatlb'H Technology 5pec\al15t
Ut\llt\e5 Dlv\5lon

TI'1 RU : Del 5mlth 4 1 /
Enqlmeermg 5upervl5or
Utnlntaes Dlvl51or\

DATE : August 7, 2007

RE : MDM! Gll0\IE wma come>mlv inner nu. w-025914-01-01ss1
ezunnGIIWE wma, I'll:. rnucm 110. w-2n541n-01-01691

IMENDED

The onqnnal apphcatlon flied by Cedar Grove Water Company to transfer 1t5 CC$N
to Cedar Grove Water, Inc., was aeewqlned only one docket number. The purpose of thus
memo 15 to reflect the add\tlon of a docket number for Cedar Grove Water, Inc.

Attached are copies of the maps for your f\le5.

zb5w

Attachment

cc: Mr. Thomas Graph
Ms. Deb Person (Wand Carried)
FI16
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