
C 0R\G\NAL II II II II II II IIII 111 III I
000007641 9

MEMQBAEQQM 3 0

TO: Docke t Control

FROM : Ernest G. Johnson
Director .___
Utilities Division

Date: August 20, 2007

S TAF F  R E P O R T F O R  W ALNUT C R E E K W ATE R  C O MP ANY,  INC .  -
AP P LICATIO N FO R E XTE NS IO N O F ITS  E XIS TING  CE RTIFICATE  O F
CONVENIENCE AND NECES S ITY (DOCKET no. W-02466A-06-0504)

Atta che d is  the  S ta ff Re port for Wa lnut Cre e k Wa te r Compa ny, Inc.'s  a pplica tion for
extens ion of its  exis ting Certifica te  of Convenience  and Necess ity to provide  wa te r se rvice . S ta ff
is  recommending approva l with conditions .
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S TAF F  AC KNO WLEDG MENT

The  S ta ff Re port for Wa lnut Cre e k Wa te r Compa ny, Inc. (Docke t No. W-02466A-06-
0504) wa s  the  re s pons ibility of the  S ta ff me mbe rs  s igne d be low. Ble s s ing Chukwu wa s
respons ible  for the  review and ana lys is  of the  Company's  applica tion. J iao Liu was  respons ible
for the engineering and technical analys is

Bles s ing Chukwu
Executive  Cons ultant III

Jean Liu
Utilitie s  Enginee r
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EXECUTIVE SUMMARY
WALNUT CREEK WATER COMPANY, INC.

DOCKET NO. W-02466A-06-0504

On August 7, 2007, Walnut Creek Water Company ("WCW" or "Company") filed an
applica t ion with the Ar izona  Corpora t ion Commission ("ACC" or  "Commission") for  an
extension of its Certificate of Convenience and Necessity ("CC&N") to provide water service in
portions of Mohave County,  Arizona. On July 16,  2007,  Staff filed a  Sufficiency Letter
indicating that the application had met the sufficiency requirements of Arizona Administrative
Code ("A.A.C.").

WCW is an Arizona Corporation, in good standing with the Corporations Division, and
engaged in providing water utility service to customers in portions of Mohave County, Arizona.

B y  t h i s  a p p l i c a t i on ,  W C W  i s  s eek i ng  C ommi s s i on  a u t ho r i t y  t o  a dd  3 2  l o t s
(approximately 80 acres) to its CC&N. The Company's existing CC&N is approximately 520
acres and is located approximately four miles southwest of the City of Kinsman, Arizona. The
extension area is located adjacent to the Company's existing CC&N and is near the vicinity of
the Golden Valley South master-planned community,  one of the requested CC&N areas of
Perkins  Mounta in Water  Company,  in Docket  No.  W-20380A-05-0490. Walnut Creek
Development Company,  a  Limited Liability Par tnership,  has common owners with WCW.
Walnut Creek Development Company owns one-third of the requested area (approximately ll
lots).

Based on Staffs review and analysis of the application, Staff believes that the existing
system will have adequate production and storage capacity to serve the existing and proposed
CC&N extension areas within a conventional five year planning period and can reasonably be
expected to develop additional production and storage as required in the future.

Staff recommends the Commission approve WCW's application for  extension of its
existing CC&N to provide water  service in Mohave County subject to compliance with the
following conditions :

To require WCW to charge its authorized rates and charges in the extension area.

To require WCW to file with Docket Control, as a compliance item in this docket
a  copy of  the Ar izona  Depar tment  of  Environmenta l Qua lity Approva l of
Construction ("AOC") for facilities needed to serve the requested areas within
two years of the effective date of an order in this proceeding.

2.

3.

1 .

To require WCW to tile a rate case application by May 31, 2008, using a 2007
test year.



O

Sta ff furthe r recommends  tha t the  Commiss ion's  Decis ion granting the  reques ted CC&N
e xte ns ion be  cons ide re d null a nd void a fte r due  proce s s  should the  Compa ny fa il to me e t the
Condition Nos . 2 and 3 lis ted above  within the  time  specified.
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Walnut Creek Wate r Company, Inc.
Docke t No. W-02466A-06-0504
Page 1

In tro d u c tio n

On Augus t 7, 2007, Wa lnut Cre e k Wa te r Compa ny ("WCW" or "Compa ny") file d a n
a pp lica tion  with  the  Arizona  Corpo ra tion  Commis s ion  ("ACC" o r "Commis s ion") fo r a n
e xte ns ion of its  Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity ("CC&N") to provide  wa te r se rvice  in
portions  of Moha ve  County, Arizona .

On S e pte mbe r 1, 2007, the  ACC Utilitie s  Divis ion ("S ta ff') file d a n Ins ufficie ncy Le tte r,
indica ting tha t the  Compa ny's  a pplica tion did not me e t the  sufficie ncy re quire me nts  of Arizona
Adminis tra tive  Code  ("A.A.C."). A copy of the  Ins 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  de ficiencie s  tha t needed to be  cured for adminis tra tive
purposes.

On December 12, 2007, by Procedura l Order, the  time  clock was suspended indefinite ly.

On June  19, 2007, the  Company provided additiona l documenta tion to support the  re lie f
requested.

On July 16, 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 A.A.C. R14-2-402.

Background

WCW is  a n Arizona  Corpora tion, in good s ta nding with the  Corpora tions  Divis ion, a nd
e nga ge d in providing wa te r utility se rvice  to cus tome rs  in portions  of Moha ve  County, Arizona .
WCW wa s  incorpora te d on S e pte mbe r 4, 1984. The  Commiss ion a pprove d the  origina l CC&N
for WCW in Decis ion No. 55186, is sued on Septembe r 4, 1986, for approxima te ly 162 acre s  of
land. The  Company was  granted an extens ion to its  CC&N in Decis ion No. 57547 (September 9,
1999).

According to the  Company's  Annua l Report for the  yea r ending December 31, 2006, the
Compa ny re porte d a n a nnua l re ve nue  of $121,938, e xpe ns e s  of $175,101 a nd a  ne t los s  of
$53,163. The  Compa ny provide s  wa te r utility s e rvice  to  a pproxima te ly 250 cus tome rs  in
Arizona .

By th is  a p p lic a t io n ,  W C W  is  s e e kin g  C o m m is s io n  a u th o rity to  a d d  3 2  lo ts
(a pproxima te ly 80 a cre s ) to its  CC&N. The  Compa ny's  e xis ting C C &N is  a pproxima te ly 520
a cre s  a nd is  loca te d a pproxima te ly four mile s  southwe s t of the  City of Kinsma n, Arizona . The
e xte ns ion a re a  is  loca te d a dja ce nt to the  Compa ny's  e xis ting CC&N a nd is  ne a r the  vicinity of
the  Golde n Va lle y S outh ma s te r-pla nne d community, one  of the  re que s te d CC&N a re a s  of
P e rkins  Mounta in  Wa te r Compa ny, in  Docke t No . W-20380A-05-0490 . Wa lnut Cre e k
De ve lopme nt Compa ny, a  Limite d Lia bility P a rtne rs hip , ha s  common owne rs  with  WCW.
Wa lnut Cre e k De ve lopme nt Compa ny owns  one -third of the  re que s te d a re a  (a pproxima te ly ll
lots ).
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The  Wa te r Sys te m

WCW wa te r s ys te m cons is ts  of thre e  we lls  producing a pproxima te ly 360 ga llons  pe r
minute  ("GP M"), two s tora ge  ta nks  (65,000 ga llons , a nd 250,000 ga llons ), a nd a  dis tribution
sys te m se rving 250 conne ctions . The  e xis ting wa te r sys te m ha s  a de qua te  we ll production a nd
storage  capacity to serve  the  existing 250 connections.

Wa lnut Cre e k De ve lopme nt Compa ny ha s  drille d a  ne w groundwa te r we ll producing
a pproxima te ly 300 GP M, a nd will ins ta ll a  dis tribution s ys te m to s e rve  the  ne w s ubdivis ion.1
S ta ff conclude s  tha t the  propose d wa te r sys te m will ha ve  a de qua te  infra s tructure  to se rve  the
proposed deve lopment with 32 res identia l units .

The  Compa ny s ubmitte d the  following e s tima te d pla nt-in-s e rvice  a mounts  for the  ne w
deve lopment.

WATER DIS TRIBUTION LINE :
WELL AND TRANS MIS S ION LINE:
TO TAL:

$68,982
$90,398
$159,380

Sta ff has  reviewed the  proposed plant-in-se rvice  and found the  plant facilitie s  and cos t to
be  reasonable  and appropria te . However, approva l of this  CC&N extens ion applica tion does  not
imply a ny pa rticula r future  tre a tme nt for de te rmining the  ra te  ba s e . No "us e d a nd us e ful"
de te rmina tion of the  proposed plant-in-se rvice  was  made , and no conclus ions  should be  infe rred
for ra te  making or ra te  base  purposes in the  future .

The  Arizona  De pa rtme nt of Environme nta l Qua lity's  ("ADEQ") Ce rtifica te  of Approva l
to Construct ("ATC") for facilitie s  needed to se rve  the  requested a rea  has  been submitted to S ta ff
by Wa lnut Cre e k.

S ta ff re comme nds  tha t the  Compa ny tile  with Docke t Control, a s  a  complia nce  ite m in
this  docke t a  copy of the  ADEQ's  Approva l of Cons truction ("AOC") for fa cilitie s  ne e de d to
serve  the  requested areas within one  year of the  effective  da te  of an order in this  proceeding.

The  lots  which a re  2.5 acres , each will have  individua l septic tank sys tem for was tewa te r
disposa l.

Arizona  De pa rtme nt o f Environme nta l Qua lity Complia nc e

ADEQ re gula te s  the  wa te r sys te m unde r ADEQ P ublic Wa te r S ys te m I.D. No. 08-078.
Based on compliance  information submitted by the  Company, the  system has  no deficiencies  and
ADEQ ha s  de te rmine d tha t this  s ys te m is  curre ntly de live ring wa te r tha t me e ts  wa te r qua lity

1 Based on information provided by the Company dated June 9, 2007.
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s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18, a nd Cha pte r 4. (ADEQ re port
da ted May 18, 2007).

Arizona  De pa rtme n t o f Wa te r Re s ourc e s  ("ADWR") Complia nc e

WCW is  not loca te d in a n Active  Ma na ge me nt Are a  ("AMA"), a nd cons e que ntly is  not
subject to ADWR reporting and conserva tion requirements .

Atta che d  to  the  Compa ny's  a pp lica tion  is  a n  ADWR De cis ion  a nd  Orde r No . 21-
401425.0000. According to the  ADWR De cis ion a nd Orde r, WCW is  de s igna te d by ADWR a s
ha ving a n Ade qua te  Wa te r Supply. The  ADWR De cis ion a nd Orde r cove rs  the  re que s te d a re a
with 32 re s identia l units .

ACC Complia nc e

According to the  Utilitie s  Divis ion Complia nce  S e ction, WCW ha s  no outs ta nding ACC
compliance  issues.

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. The  Compa ny indica te d its  a rse nic le ve ls  for its  we lls  ra nge  Hom 5.4
ppb to 9.0 ppb. Ba s e d on the s e  le ve ls , the  Compa ny is  in complia nce  with the  ne w a rs e nic
standard.

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 27,
2004.

Proposed Rates

WCW will provide  wa te r se rvice  to the  re que s te d a re a  unde r the  Compa ny's  a uthorize d
rates and charges.

It seems tha t current ra tes  may be  inadequa te . The  Company's  Annua l Report for the  las t
e ight cons e cutive  ye a rs  (1999 -2006) ha s  re fle cte d a  los s . The re fore  S ta ff re comme nds  tha t
WCW be  required to file  a  ra te  case  applica tion by May 31, 2008, using a  2007 tes t year.
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Fra n c h is e

Eve ry a pp lica n t fo r a  CC&N a nd /o r CC&N e xte ns ion  is  re qu ire d  to  s ubmit to  the
Commiss ion evidence  showing tha t the  applicant has  rece ived the  required consent, franchise  or
pe rmit from the  prope r a uthority, purs ua nt to ARS  40~282.B. If the  a pplica nt ope ra te s  in a n
unincorpora te d a re a , the  compa ny ha s  to obta in the  fra nchise  from the  County. If the  a pplica nt
opera tes  in an incorpora ted a rea  of the  County, the  applicant has  to obta in the  franchise  from the
City/Town.

WCW file d, in the  docke t, a  copy of the  fra nchis e  a gre e me nt it ha d e nte re d into with
Moha ve  County, Arizona .

Recommendations

S ta ff re comme nds  the  Commis s ion a pprove  WCW's  a pplica tion for e xte ns ion of its
e xis ting Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity to provide  wa te r s e rvice  in Moha ve  County
subj e t to complia nce  with the  following conditions :

To require  WCW to charge  its  authorized ra tes and charges in the  extension area .

To re quire  WCW to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t
a  copy of the  ADEQ's  AOC for fa cilitie s  ne e de d to s e rve  the  re que s te d a re a s
within two years  of the  e ffective  da te  of an order in this  proceeding.

To re quire  WCW to file  a  ra te  ca s e  a pplica tion by Ma y 31, 2008, us ing a  2007
test year.

S ta ff furthe r recommends  tha t the  Commiss ion's  Decis ion granting the  reques ted CC&N
e xte ns ion be  cons ide re d null a nd void a fte r due  proce s s  s hould the  Compa ny fa il to me e t
Condition Nos . 2 and 3 lis ted above  within the  time  specified.

2.

3.

1 .



MEMORANDUM

DATE : July 31, 2007

TO: Ble s s ing Chukwu
Exe cutive  Cons ulta nt III

FROM: Jean W. Liu

Walnut Creek Water Company
Docke t No. W-02466A-06-0504 (CC&N Exte ns ion)

Introduction

Wa lnut Cre e k Wa te r Compa ny ("Wa lnut Cre e k" or the  "Compa ny") ha s  file d a n a pplica tion for
a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") e xte ns ion. The  Compa ny is  loca te d
a pproxima te ly four mile s  s outhwe s t of Kins ma n in Moha ve  County, Arizona . The  Compa ny's
exis ting CC&N has  an a rea  tota ling approximate ly 520 acres .

The  Compa ny is  pla nning to de ve lop a n a pproxima te ly 80-a cre  pa rce l ("the  e xte ns ion a re a ").
This  de ve lopme nt will ha ve  a pproxima te ly 32 re s ide ntia l units . Wa lnut Cre e k is  re que s ting to
extend its  ce rtifica ted a rea  to include  the  planned deve lopment. The  deve lopment is  immedia te ly
adjacent to the  Company's  exis ting CC&N.

Existing Water System Description

The  fa cility cons is ts  of thre e  we lls  producing a pproxima te ly 360 ga llons  pe r minute  ("GP M"),
two s torage  tanks  (65,000 ga llons , and 250,000 ga llons), and a  dis tribution sys tem se rving 250
connections .

Capacity of Existing System

The  e xis ting wa te r s ys te m ha s  a de qua te  we ll production a nd s tora ge  ca pa city to s e rve  the
exis ting 250 connections .

Proposed Water System

The  de ve lope r ha s  drille d a  ne w groundwa te r we ll producing a pproxima te ly 300 GPM, a nd will
ins ta ll a  dis tribution sys tem to se rve  the  new subdivis ion.1

RE:

1 Based on informationprovidedby the Company dated June 9, 2007.



\

Walnut Creek Water Company
July317 2007
Page 2

Sta ff concludes  tha t the  deve lope r's  proposed wa te r sys tem will have  adequa te  infra s tructure  to
serve  the  proposed deve lopment with 32 residentia l units .

Cos t Ana lys is

The  Compa ny s ubmitte d  the  fo llowing  e s tima te d  p la n t-in -s e rvice  a mounts  fo r the  ne w
development.

WATER DIS TRIBUTION LINE:
WELL AND TRANS MIS S ION LINE:
TO TAL:

$68,982
$90,398
$159,380

S ta ff ha s  re vie we d the  propos e d pla nt-in-s e rvice  a nd found the  pla nt fa cilitie s  a nd cos t to be
re a sona ble  a nd a ppropria te . Howe ve r, a pprova l of this  CC&N e xte ns ion a pplica tion doe s  not
imply a ny pa rticula r future  tre a tme nt for de te rmining the  ra te  ba s e . No "us e d a nd us e ful"
de te rmina tion of the  proposed plant-in-se rvice  was  made , and no conclus ions  should be  infe rred
for ra te  making or ra te  base  purposes in the  future .

Arizona Department of Environmental Quality ("ADEQ") Compliance

ADEQ re gula te s  the  Compa ny's  Wa te r S ys te m unde r ADEQ P ublic Wa te r S ys te m ("P WS ")
#08-078. Ba s e d on complia nce  informa tion s ubmitte d by the  Compa ny, the  s ys te m ha s  no
de ficiencie s  and ADEQ has  de te rmined tha t this  sys tem is  currently de live ring wa te r tha t mee ts
wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18, a nd Cha pte r 4.
(ADEQ report da ted May 18, 2007).

Ce rtifica te  of Approva l to Cons truct

The  ADEQ Ce rtifica te  of Approva l to  Cons truct ("ATC") for fa cilitie s  ne e de d to  s e rve  the
requested area  has been submitted to Staff by Walnut Creek.

Arsenic

6

The  U.S . Environme nta l P ro te c tion  Age ncy ("EP A") ha s  re duce d  the  a rs e n ic  ma ximum
conta mina nt le ve l ("MCL") in  drinking wa te r from 50 microgra ms  pe r lite r ("pg/l") to  long/l.
Wa lnut Cre e k re porte d a n a rse nic conce ntra tions  ra nge d from of 5.4 to 9.0 pg/1 in its  e xis ting
wells . Based on these  a rsenic concentra tions , the  exis ting sys tem is  in compliance  with the  new
a rse nic MCL.
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Arizona Department of Water Resources ("ADWR") Compliance

Compliance Status

The  Wa lnut Cre e k is  not loca te d in  a ny ADWR Active  Ma na ge me nt Are a  ("AMA") a nd not
subject to AMA reporting and conse rva tion requirements .

Des igna tion of Adequa te  Wate r Supplv

The  Compa ny s ubmitte d a  le tte r from ADWR s howing tha t Wa lnut Cre e k is  de s igna te d a s
ha ving a n Ade qua te  Wa te r S upply. ADWR's  de cis ion include s  the  propose d de ve lopme nt with
32 re s identia l units .

Arizona  Corpora tion  Commis s ion  ("ACC") Complia nc e

According to  the  Utilitie s  Divis ion Complia nce  S e ction, the  Compa ny ha s  no outs ta nding
compliance  issues.

Summary

Conclus ions

The  exis ting wate r sys tem has  adequa te  production and s torage  capacity to se rve
the  existing customer base .

Ba s e d on the  Compa ny's  a rs e nic conce ntra tion, the  e xis ting wa te r s ys te m is  in
compliance  with the  new a rsenic MCL.

Wa lnut Cre e k is  not loca te d in a ny ADWR Active  Ma na ge me nt Are a  a nd not
subj e t to AMA reporting and conse rva tion requirements .

ADEQ re gula te s  the  Compa ny's  Wa te r S ys te m unde r ADEQ P ublic  Wa te r
S ys te m ("P WS ") #08-078. Ba s e d on complia nce  informa tion s ubmitte d by the
Compa ny, the  s ys te m ha s  no de ficie ncie s  a nd ADEQ ha s  de te rmine d tha t this
sys te m is  curre ntly de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d
by Arizona  Adminis tra tive  Code , Title  18, a nd Cha pte r 4. (ADEQ re port da te d
Ma y 18, 2007).

Recommendations

A.

B.

c.

D.

1 . Sta ff recommends  tha t Walnut Creek be  required to tile  with Docke t Control, a s  a
complia nce  ite m in this  docke t, a  copy of the  ADEQ Ce rtifica te  of Approva l of
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Cons truct ("AOC") for the  wa te r fa cilitie s  ne e de d to s e rvice  the  a re a  within two
years  of the  e ffective  da te  of the  order in this  proceeding.



MEMQBAEQQM

TO: Bles51nq Chukwu
Executive Consultant III
Utllltnes Dlvl5lon

FROM : E5arb Wells
Informa'(:l6r\ Technology Speclahst
Utllntues D\vl5Ion

TI'IRU : De l  5m1th  Q8-
Enqlneermq Supervisor
Ut\l\t1e5 DM5|or1

DATE : 5el9tember 29, 2006

RE : walnut conn win cnmrnuv, Inc. [Illllgl(11110. W-024661-06-0504]

The area requested by Walnut Creek for an extension has been plotted with no
complications usmq the legal deecrlptlon provided With the applncatlon (a copy of which
15 attached).

Also attached as a copy of the map for your files.

zb5w

Attachments

CC: Mr. Denis S1m
MY. Deb Person (Wand Carried)
Flle
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D

Legal description of proposed new water se rvice  a rea  requested by Walnut Creek Water
Company, Inc., the  south ha lf of the  south ha lf of the  south ha lf of Section 1, Township 20 North,
Range  18 Wes t, G & S .R.M., Mohave  County, Arizona .
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