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REQUEST FOR MOTION FOR EXTENSION OF TIME

History

In Decision No. 68448, dated February 2, 2006, the Arizona Corporation Commission
(‘A.C.C.” or “Commission”) approved the application of Palo Verde Utilities Company (‘“Palo
Verde”) and Santa Cruz Water Company (“Santa Cruz” or collectively know as “Global Water” or
“the Companies™) for an extension of their respective Certificates of Convenience and Necessity
(“CC&N™).

As part of Decision No. 68448, the Commission ordered the companies to provide the
following information by February 2, 2007:

a) “a copy of the fully executed main extension agreements for water
facilities for Phase I of the extension area.”

b) “a copy of the amendment to its existing Designation of Assured Water
Supply.”
c) “an amended Pinal County Franchise Agreement for the extension area.”

On February 2, 2007, Palo Verde and Santa Cruz docketed a “Motion for Extension of
Time” which encompassed each of the above compliance items. The attached application outlines
the items in the request and provides a basic comment relating to each compliance requirement. In
terms of an extension period, the application requested that the Commission extend the
compliance due dates on each of the above items from February 2, 2007 until December 31, 2007.
However, the Companies would subsequently amend the requested due date on the main extension
agreement requirement.

On May 18, 2007, Palo Verde and Santa Cruz docketed a summary itemizing all the
developer’s letters that had been supplied to Staff. These developer letters (attached) were
provided in response to a February 9, 2007 request by Staff for confirmation of the continuing
need for service. In the letters, the developer’s communicated a need for an extension of time on
the main extension agreements until December 31, 2008 — one year longer than the request in
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Global Water’s application for extension. Based on the developers request for additional time, the
Companies requested an additional year of time in their May 18, 2007 filing, thereby amending
their proposed main extension agreement due date from December 31, 2007 to December 31,
2008.

Company Rationale

Main Extension Agreements - The application states that main extension agreements have
not yet been executed due to “a slowdown in development activity” in the area of Pinal County
and provides further comment that main extension agreements are typically “not executed until
development is ready to proceed”. In terms of what has been done, the filing states that Global
Water has “taken extensive actions in the area to prepare for development”. These actions
included, at that time, the installation of backbone infrastructure and the near completion of the
Water Reclamation Facility. In summary, although no main extension agreements have been
completed, the application states that Global Water has expended “more than $18 million
constructing facilities to serve” the area relating to Decision No. 68448.

DAWS - The application states that the Arizona Department of Water Resources
(“ADWR”) Designation of Assured Water Supply (“DAWS”) has “taken longer than expected”.
Santa Cruz supported this point by explaining that the period to obtain the “administrative
completeness” determination portion of the analysis was over one year. Although another step is
required, Santa Cruz indicated that it does not anticipate any substantive difficulties obtaining the
DAWS.

Franchise Agreements — The application straightforwardly stated that “Global Water did
not seek a franchise amendment for this area” due to the slowdown in development activity and
due to the pressing workload at Pinal County. However, the Companies further stated that the
necessary franchise application was recently submitted (January 31, 2007) now that development
is “closer at hand”. The application states that the Companies do “not expect any difficulties in
obtaining the franchise”.

Staff Review

After reviewing the application and conducting discussions with the Companies’
representatives, Staff does not object to the proposed extensions of time as outlined on page 1 of
this memorandum.

Main Extension Agreements - As development slows in the area, the timing for
negotiations of main extensions will also logically slow. In this case, the need for service seems to
be present based on letters which were received from the majority of the developers. Further, the
determination of when an agreement is executed is largely in the hands of the developer. Finally,
based on the February 2, 2006 date of Decision No. 68448, the amended December 31, 2008
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proposed due date for the main extension agreements is acceptable. Based on the above, Staff
does not object to Global Water’s December 31, 2008 amended deadline for the main extension
agreements.

DAWS — The ADWR DAWS process is a very long process which consists of several steps
that, when properly completed, will eventually result in issuance of the designation from the
agency. By rule, the agency has 210 days to completely process a DAWS application from an
applicant. Research with ADWR, however, found that, in practice, the 210 day completion date is
often extended due to the number of meetings and delays relating to the collection of additional
information from a company. In fact, it is not uncommon for the completion date to be extended
two or three times due to the amount of give and take between ADWR and the applicant for a
Designation of Assured Water Supply. In summary, Staff was informed that it is not unusual for
the DAWS process to take up to two years before completion.

In applying this information to the instant case, the Company’s statement that the DAWS
process has taken longer than expected is not surprising. A review of Exhibit A of the application
shows that it took over 370 days for Santa Cruz to receive documentation that its DAWS
application was “administratively complete”. Based on this, Staff does not object to Global
Water’s request for extension of time to provide the DAWS filing by December 31, 2007.

Franchise Agreement — The requirement for an Amended Franchise Agreement is the only
item in the current request for extension of time that presented any question during review. Unlike
the application for the DAWS, the Company did not file for the Amended Pinal County Franchise
Agreement in the first quarter of 2006, immediately after the February 2, 2006 date of Decision
No. 68448. Rather, the application for the Franchise Agreement was made on January 31, 2007.
The Commission’s original due date for provision of the Franchise Agreement was February 2,
2007.

Staff made inquiry to the Company about the timeframe of the Franchise Agreement’s
application. In an August 27, 2007 phone conversation, Mr. Tim Sabo, company counsel,
explained that while the franchise application was not filed as early as the DAWS application, the
Pinal County Board of Supervisors has now given public notice that they will hear the matter on
September 19, 2007. He further stated that the timing of filing the franchise agreement was
primarily driven by the general slowdown in development activity in the area. Based on the
conversation with Mr. Sabo and the pending review of Pinal County, Staff accepts that the
franchise process is moving toward completion and will be finalized soon. Based on the above,
Staff will not object to Global Water’s request for extension of time to provide the Franchise
Agreement.
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Staff Recommendation

Based on the application and all of the above, Staff does not object to Global Water’s
request for extension of time until December 31, 2008 for the Main Extension Agreement and
December 31, 2007 for the DAWS and Franchise Agreement. Staff, therefore, recommends that
the timeframes for compliance with these Commission requirements be extended to those
respective dates.

EGJ:BKB:lhm
Originator: Brian K. Bozzo

Attachments



SERVICE LIST FOR: PALO VERDE UTILITIES COMPANY
SANTA CRUZ WATER COMPANY

DOCKET NOS. SW-03575A-05-0307
W-03576A-05-0307

Mr. Michael W. Patten

Roshka DeWulf & Patten, PLC
One Arizona Center

400 East Van Buren, Ste. 800
Phoenix, Arizona 85004
Attorneys for Applicants

Ms. Cindy Liles

Vice President and CFO

Global Water Management

22601 North 19™ Avenue, Suite 210
Phoenix, Arizona 85027

Mr. Christopher C. Kempley
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Ernest G. Johnson

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Ms. Lyn Farmer

Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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IN THE MATTER OF THE APPLICATION OF Docket No. SW-03575A-05-0307
PALO VERDE UTILITIES COMPANY FOR AN
EXTENSION OF ITS EXISTING CERTIFICATE
OF CONVENIENCE AND NECESSITY.

IN THE MATTER OF THE APPLICATION OF Docket No. W-03576A-05-0307
SANTA CRUZ WATER COMPANY FOR AN
EXTENSION OF ITS EXISTING CERTIFICATE
OF CONVENIENCE AND NECESSITY.

MOTION FOR EXTENSION OF TIME

Palo Verde Utilities Company and Santa Cruz Water Company (collectively, “Global
Water”) respectfully submit this motion for extension of time. Under Decision No. 68448 (Feb. 2,
2006), Global Water had until February 2, 2007 to complete several items, including: (1) filing
fully executed main extension agreements for Phase I; (2) obtaining an amendment to Global
Water’s Designation of Assured Water Supply (“DAWS?”) from the Arizona Department of Water
Resources (“ADWR”), and (3) obtaining an amended Pinal County franchise covering the relevant
area. Global Water requests that the due dates for each of these items be delayed until December
31, 2007. In support of this motion, Global Water states:

) Main Extension Agreements. Due to a slowdown in development activity in this
area of Pinal County, main extension agreements have not been executed. Typically, such
agreements are not executed until development is ready to proceed. However, Global Water has
taken extensive actions in the area to prepare for development. Global Water has installed the
necessary backbone infrastructure. In addition, the Water Reclamation Facility for this area is near

completion, and should be complete by in April or May of 2007. In total, Global Water has spent
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more than $18 million constructing facilities to serve this area. Based on conversations with
developers, Global Water believes that the Phase I main extension agreements can be filed by
December 31, 2007. Accordingly, Global Water requests an extension until that date.

(2) DAWS. The DAWS process has taken longer than expected. In particular, it took
more than a year to obtain an “‘administrative completeness” determination from ADWR. A copy
of this determination is attached as Exhibit A. Global Water does not anticipate any substantive
difficulties in obtaining the DAWS. However, several further steps are needed before the final
DAWS can be issued. Accordingly, Global Water requests that the due date for filing the
amended DAWS be extended until December 31, 2007.

(3)  Franchise. Due to the slowdown in development activity, and the pressing
workload facing Pinal County, Global Water did not seek a franchise amendment for this area. As
development is now closer at hand, Global Water recently submitted the required franchise
application, which is attached as Exhibit B. Global Water does not expect any difficulties in
obtaining the franchise. |

WHEREFORE, Global Water requests an that the due dates for the following items be
extended until December 31, 2007: (1) filing fully executed main extension agreements for Phase
I, (2) obtaining an amendment to Global Water’s Designation of Assured Water Supply
(“DAWS”) from the Arizona Department of Water Resources (“ADWR?”), and (3) obtaining a
amended Pinal County franchise.

RESPECTFULLY SUBMITTED this 2nd day of February 2007.

ROSHKA DEWULF & PATTEN, PLC

| o
By /(,waw’?\& LH

Timothy J. Sabo

Michael W. Patten

One Arizona Center

400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

(602) 256-6100
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filed this day of February 2007, with:
Docket Control

ARIZONA CORPORATION COMMISSION

1200 West Washington
Phoenix, Arizona 85007

Copies of the foregoing hand-delivered/mailed
this 4 2L day of February 2007, to:

Yvette Kinsey, Esq.
Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Christopher C. Kempley, Esq.
Chief Counsel, Legal Division
Arnizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Emest G. Johnson, Esq.

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Kenneth C. Sundlof, Jr., Esq.
Jennings, Strouss & Salmon, P.L.C.
The Collier Center, 11™ Floor

201 E. Washington Street

Phoenix, Arizona 85004

Karen L. Peters, Esq.

Squire Sanders & Dempsey, L.L.P.
Two Renaissance Square

40 North Central Avenue

Suite 2700

Phoenix, Arizona 85004-4498
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Executive Consultant 111

Utilities Division

Arizona Corporation Commission
1200 West Washington Avenue
Phoenix, Arizona 85007

RE: Palo Verde Utilities’ Company, L.L.C. and Santa Cruz Water Company, L.L.C.
Docket Nos. SW-03575A-05-0307 and W-03576A-05-0307

Dear Ms. Chukwu:

On February 2, 2007, Palo Verde Utilities’ Company, L.L.C. and Santa Cruz Water
Company, L.L.C. (collectively, the “Global Utilities”) filed a motion for extension of time
regarding certain deadlines contained in Decision No. 68448. Staff’s letter dated February 9,
2007 requested statements from developers explaining why the developments have been delayed
and demonstrating their continued need for service. On March 21, 2007, the Global Utilities
filed letters from the following developers:

Trend Homes, Inc.

JEKE Group, LLC

Amarillo Creek, LLC

Amarillo Marketplace, LLC
Amarillo South Creek, LLC
Picacho Landing Equities, LLC

e 6 @ o o o

On March 28, 2008, the Global Utilities filed additional letters from the following developers:
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e Amarillo & Papago Investments, LLP
e JHC Amarillo 3, LLP
e Pecan Woods, LLC
e Miller & White 815, LLP

Since that time, the Global Utilities have received the following additional letters:

Pinal 347, LLC

Langley Farm Investments, LLC

Hidden Valley Ranch I, LLC and Hidden Valley Ranch II, LLC
Shea Homes Limited Partnership

Vineyards, LLC

Each of these letters is attached. Each of these developers confirms that the developers are still
in need of water and wastewater service. The letters each request an extension of time to sign
main extension agreements to December 31, 2008. The Global Utilities therefore request that the
deadline for filing Phase I main extension agreements be extended until December 31, 2008.
The Global Utilities continue to request that the deadlines to file the Designation of Assured
Water Supply and the Pinal County Franchise be extended until December 31, 2007.

As shown on the attached spreadsheet, the Global Utilities have received letters from the
owners of 5,285 of the 8,232 acres covered by Decision No. 68448. The Global Utilities will
continue to follow up with the remaining landowners. However, the Global Utilities believe that
the existing letters have demonstrated that there continues to be a need for water, wastewater and
reclaimed water services in this area.

The Global Utilities have spent more than $ 18 million in constructing facilities to serve
this area in reliance on Decision No. 68448. In addition, many of the developer letters explain
that they have expended considerable sums based on the availability of water, wastewater and
reclaimed water services in this area from the Global Utilities. In light of this, and the
substantial amount of responses from developers, the Global Utilities believe that the requested
extensions of time are appropriate. The Global Utilities note that several developers have
expressed puzzlement at Staff’s request for a second letter requesting service especially given
that the CC&N has already been issued. This may explain the slow response from some
developers.
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Please let us know if Staff has any further questions.

Very truly yours,
Wiy

Timothy J. Sabo

TJS:da

cc! Yvette B. Kinsey, Esq.
Robin Mitchell, Esq.
Ms. Dorothy Hains
ACC Docket Control (Original + 13 copies).
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