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OPINION AND ORDER

April 30, 2007

Phoenix, Arizona

Yvette B. Kinsey

Mr .  Rober t  W.  Geake,  Vice Pres ident  and Genera l
Counsel, on behalf of Arizona Water Company, and

Mr. Charles Hairs, Staff Attorney, Legal Division, on
b eh a l f  o f  t h e Ut i l i t i es  D iv i s ion  of  t he  Ar iz ona
Corporation Commission.

BY THE COMMISSION:

or "Applicant") filed with the

1

2 COMMIS S IONERS An'20na Corporation Commission

3 DOCKETED

4

5

6

7

8

9

10 DATE OF HEARING:

11 PLACE OF HEARING:

12 ADMINISTRATIVE LAW JUDGE:

13 APPEARANCES:

14

15

16

17

18 On October  16,  2006,  Arizona Water  Company ("AWC"

19 Arizona Corporation Commission ("Commission") an application for an extension of its Certificate

20 of Convenience and Necessity ("Certificate" or "CC&N") to include a development known as Ghost

21 Hollow Estates in Pinal County.

22 On November 14,  2006,  the Commission's Utilit ies Division ("Staff") filed a  Letter  of

23 Insufficiency in this matter.

24 On January 10, 2007, AWC filed its Response to Staffs Insufficiency Letter.

25 On February 8,  2007,  Staff filed a  Sufficiency Letter  in this docket indicating that the

26  Applica nt ' s  a pp lica t ion ha s  met  the suff ic iency r equir ement s

27 Administrative Code ("A.A.C.").

28 On March 9, 2007, Staff filed a Motion to extend time for filing ("Motion") its Staff Report to

a s  ou t l ined  in  t he  Ar iz ona
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* * * * * * * * *

FINDINGS OF FACT

1 April 9, 2007. Also on the same date, by Procedural Order, the matter was set for hearing to begin on

2 April 30, 2007.

3 On March 12, 2007, by Procedural Order, Staff's  Motion for an extension of time to file  its

4 Staff Report was granted.

5 On March 30, 2007, AWC tiled its Certificate of Notice in accordance with the law.

6 On April 9, 2007, Staff filed its  Staff Report recommending approval of AWC's application,

7 but recommending tha t AWC be required to file  a  copy of the  developer's  Certifica te  of Assured

8 Water Supply ("CAWS"), for the proposed extension area.

9 On April 16, 2007, AWC file d obje ctions  to S ta ffs  Re port, indica ting tha t AWC ha s  a

10 Phys ica l Ava ilability Demons tra tion ("PAD") for its  Casa  Grande  sys tem, which includes  the

ll proposed extension area .

12 On April 30, 2007, a  full public hearing was held as scheduled. During the hearing issues

13 were raised as .to whether the proposed extension area in this docket was also a part of the proposed

14 extension area in Docket No. W-01445A-04-0743. At the conclusion of the hearing, the issue was

15 taken under advisement.

16 By Procedural Order issued May 14, 2007, it was determined that based on the testimony

17 presented at the hearing, the proposed extension area in this docket will not be included as part of

18 Docket No. W-01445A-04-0743, and the time clock in this matter was extended pending the tiling of

19 late-filed exhibits  related to this application.

20 On June 1, 2007, AWC tiled a late-filed exhibit demonstrating that the City of Casa Grande

21 will provide wastewater utility service in the proposed extension area.

22 On June 12, 2007, Staff filed its Response to AWC's late-tiled exhibit.

23 *

24 Having considered the  entire  record here in and being fully advised in the  premises , the

25 Commission finds, concludes, and orders that:

26

27

28

1 . Pursuant to authority granted by the Commission, AWC is  an Arizona corporation
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1 providing wa te r utility s e rvice  to a pproxima te ly 98,000 cus tome rs  in e ight countie s  in Arizona .

2 AWC wa s  gra nte d its  initia l Ce rtifica te  in De cis ion No. 28794 (Ma rch 1955).

3 2. AWC is  in good s ta nding with the  Commiss ion's  Corpora tion Divis ion.

4 3. AWC provide s  wa te r utility s e rvice  to cus tome rs  in portions  of Cochis e , Coconino,

5 Gila , Maricopa , Nava jo, P ima , P ina l and Yavapa i Countie s .'

6 4. On Octobe r 16, 2006, AWC tiled an applica tion with the  Commiss ion for an extens ion

7 of its  CC&N to provide  wa te r s e rvice  in portions  of P ina l County, Arizona . The  propos e d e xte ns ion

8 area  is  more  fully described in Exhibit A, a ttached here to and incorpora ted here in by re fe rence .

9 5. S pe cifica lly, AWC's  a pplica tion s e e ks  a uthority to  e xte nd its  s e rvice  te rritory to

10 include  a  de ve lopme nt known a s  Ghos t Hollow Es ta te s . S ta ff furthe r s ta te s , Ghos t Hollow Es ta te s

l l will a dd a pproxima te ly one -e ighth squa re  mile s  or 80 a cre s  to AWC's  e xis ting 145 squa re  mile s  of

12 Ce rtifica te d a re a .

13 6. Ghos t Hollow Es ta te s  will conta in a pproxima te ly 260 s ingle -fa mily re s ide ntia l lots

14 a nd will be  built in two (2) pha se s , with e a ch pha se  including 130 s ingle  fa mily lots .

15 7. Ghos t Hollow Es ta te s  is  the  subje ct of a nothe r CC&N e xte ns ion a pplica tion tile d by

16 AWC in Docke t No. W-01445A-04-0743, in which AWC se e ks  to include  Ghos t Hollow Es ta te s  a nd

17 Coppe r Mounta in Ra nch in its  CC&N.

18 8. According to S ta ff, due  to pe nding litiga tion re ga rding Coppe r Mounta in Ra nch,2

19 AWC's  applica tion in W-01445A-04-0743 has  been brought to a  s tands till. S ta ff expla ined tha t AWC

20 ha s  a  re que s t for s e rvice  from MC Home s , LLC, the  de ve lope rs  of Ghos t Hollow Es ta te s , a nd tha t

21 MC Home s , LLC ha s  re que s te d tha t AWC proce e d Mth providing the m with wa te r utility s e rvice ,

22 independent of the  Copper Mounta in Ranch area .

23 9. S ta ffs  Engine e ring Re port shows  AWC ha s  18 we lls  producing ove r 20,000 ga llons

24 pe r minute  ("GP M"), ove r 14 million ga llons  of s tora ge  ca pa city, a nd a  dis tribution s ys te m s e rving

25 approxima te ly 21,000 se rvice  connections . AWC anticipa te s  se rving 260 additiona l cus tomers  in the

26 propose d e xte ns ion a re a  within five  ye a rs .

27 1 AWC is a wholly-owned subsidiary of Utility Investment Company, which is a wholly-owned subsidiary of United

CMR/C;s InGrande L.L.C. v. City of Casa  Grande et a l., CV05-9472 PHX-SMMM.28
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1 AWC's  witne s s  te s tifie d tha t AWC will not ne e d a dditiona l production or s tora ge

2 fa cilitie s  to s e rve  the  propos e d e xte ns ion a re a , a nd tha t AWC will tie  into its  e xis ting dis tribution

3 system through a  12-inch main on P ina l Avenue  and an 8-inch main on Tuzigoot to provide  se rvice  to

4 the  propose d e xte ns ion a re a . (Tr. P g. 18. line s  l1-l9)

5 l l . S ta ff conclude d tha t ba s e d  on  AWC's  e xis ting wa te r s ys te m, AWC M11 ha ve

6 adequa te  production and s torage  capacity to se rve  the  exis ting and proposed CC&N extens ion a reas

7 within a  conventiona l five  yea r planning pe riod and can rea sonably be  expected to deve lop additiona l

8 production and s torage  a s  required in the  future .

9 12. AWC's  witne s s  te s tifie d dirt AWC e xpe cts  to fina nce  the  fa cilitie s  ne e de d for the

10 propose d e xte ns ion a re a  with a dva nce s  in a id of cons truction. (Tr. Pg. 20, line s  4-9) AWC e s tima te s

l l tha t the  tota l project cos t will be  $681,l14. S ta ff ana lyzed the  proposed cos ts  for fa cilitie s  needed in

12 the  e xte ns ion a re a  a nd conclude d tha t the y a re  re a sona ble  a nd a ppropria te , but tha t no "use d a nd

13 us e ful" de te rmina tion of the  propos e d pla nt in s e rvice  wa s  ma de , a nd no conclus ions  s hould be

14 infe rred for ra te  mddng or ra te  ba se  purpose s .

15 13. AWC ha s  not submitte d its  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ")

16  Ce rtifica te  o f Approva l to  Cons truct ("ATC") fo r the  fa c ilitie s  ne e de d  to  s e rve  the  re que s te d

17 e xte ns ion a re a . S ta ff re comme nds  tha t AWC file  with Docke t Control a s  a  complia nce  ite m in this

18 docke t, a  copy of the  ADEQ ATC for facilitie s  needed to se rve  to extens ion a rea  within two yea rs  of

19 the  e ffe ctive  da te  of a n Orde r in this  ma tte r.

20 14. AWC ha s  s ta te d tha t the  City of Ca sa  Gra nde  will provide  the  wa s te wa te r tre a tme nt

21 service  for the  proposed extension area .

22 15. On J une  1, 2007, AWC file d a  Notice  of Filing La te  File d Exhibit, which include d a

10.

23

24

25

26

27

28

copy of the  Wa te r Se rvice  Agre e me nt a nd the  Se we r Se rvice  Agre e me nt be twe e n the  City of Ca sa

Grande  and the  owners/developer of Ghost Hollow Esta tes .

16.

City of Casa  Grande 's  commitment to provide  sewer se rvice  in the  proposed extension a rea .

S ta ff reviewed AWC's  la te -filed exhibit, and S ta ff s ta ted the  exhibit demons tra te s  the

3Mr, James T. Wilson, Senior Engineer for AWC.
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1 17. ADEQ regula te s  the  AWC wa te r sys tem unde r ADEQ Public Wate r Sys tem I.D., #11-

2 009. ADEQ ha s  de te rmine d tha t AWC is  curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity

3 s tandards  required by the  A.A.C.

4 18. AWC is  lo ca te d  with in  th e  P in e ] Ac tive  Ma n a g e me n t Are a  ("AMA") a n d  is  in

5 compliance  with its  reporting and conse rva tion requirements .

6 19. S ta ff re comme nds  tha t AWC file  with Docke t Control a s  a  complia nce  ite m in this

7 docke t a  copy of the  de ve lope rs ' Ce rtifica te  of As s ure d Wa te r S upply ("CAWS "), within two ye a rs

8 of the  e ffe ctive  da te  of the  fina l de cis ion in this  ma tte r.

9 20. AWC file d a n obje ction to S ta ff's  re comme nda tion re ga rding the  filing of the  CAWS .

10 AWC's  obje cte d to S ta ffs  re comme nda tion be ca us e  it ha s  a  P AD from the  Arizona  De pa rtme nt of

11 Wa te r Re s ource s  ("ADWR") AWC be lie ve s  it s hould be  s ubs titute d for S ta ff's  re quire me nt of a

12 CAWS . Howe ve r a t the  he a ring , AWC's  witne s s  te s tifie d  tha t the  de ve lope r ha s  a  pe nding

13 a pp lica tion  with  the  ADWR fo r a  CAWS  a nd  e xpe c ts  tha t if the  Commis s ion  a pprove s  the

14 a pplica tion in this  docke t, ADWR would imme dia te ly is s ue  the  CAWS  for the  propos e d e xte ns ion

15  a re a .

16 21. S ta ff's  witne s s  e xpla ine d tha t a  P AD is  the  firs t s te p in ge tting a  CAWS , a nd tha t a

17 P AD s ta te s  the re  is  wa te r a va ila ble  in  a  g ive n a re a , whe re a s  a  CAWS  is  more  s pe cific  to  the

18 subdivis ion and lot tha t the re  is  una lloca ted wa te r, lega lly ava ilable . Based on tha t dis tinction, S ta ff' s

19 witne ss  continue d to re comme nd tha t AWC file  a  CAWS in this  ma tte r.

20 22. The  Utilitie s  Divis ion Complia nce  S e ction s ta te d AWC ha s  no outs ta nding ACC

21 compliance  issues.

22 23. The  U.S . Environme n ta l P ro te c tion  Age ncy ("EP A") ha s  re duce d  the  a rs e n ic

23 ma ximum conta inme nt le ve l ("MCL") from 50 pa rts  pe r billion ("ppb") to 10 ppb. The  a rse nic le ve ls

24  in  AWC's  we lls  ra nge  from 7  ppb  to  45  ppb . In  De cis ion  No . 67518  (J a nua ry 20 , 2005), the

25 Commiss ion a pprove d a n a ccounting Orde r a uthorizing the  de fe rra l of ce rta in cos ts  a nd e xpe nse s

26 re la te d to  a rs e nic tre a tme nt tha t AWC e xpe cts  to  incur for its  We s te rn Group. AWC's  We s te rn

27 Group cons is ts  of the  Ca s a  Gra nde , White  Ta nks , S ta nfie ld , a nd Ajo s ys te ms . The  propos e d

28 extension area  is  located in the  AWC's Casa  Grande System.

5 DECIS ION NO : 6 9 9 0 1
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1 AWC's  enginee ring witness  te s tified tha t AWC has  seve ra l a rsenic trea tment plants  in

2 va rious  s ta ge s  of cons truction. He  s ta te d tha t one  ce ntra l tre a tme nt pla nt is  comple te  a nd a nothe r is

3 nea ring comple tion in the  next three  to s ix months . (Tr. Pg. 29, lines  15-24)

4 25. Commis s ion De cis ion No. 66235 (J uly 23, 2004) a pprove d AWC's  curta ilme nt ta riff

5 for "All S e rvice  Are a s ".

6 26. AWC proposes to charge  its  authorized ra tes in the  proposed extension area .

7 27.

8 is  re quire d to s ubmit to the  Commis s ion e vide nce  s howing tha t the  Applica nt ha s  re ce ive d the

9 re quire d conse nt, fra nchise  or pe rmit from the  prope r a udiority.

10 28. AWC has  a  franchise  agreement with P ina l County.

l l 29. AWC's  witness  te s tified tha t the  proposed extens ion a rea  will not have  any high wa te r

12 use  a me nitie s . (Tr. P g. 22, line s  13-25)

13 30. S ta ff re comme nds  a pprova l of AWC's  a pplica tion for a n e xte ns ion of its  e xis ting

14 CC&N to provide  wa te r utility s e rvice  in P ina l County, s ubje ct to the  following conditions :

(a) That AWC charge  its  authorized ra tes  and charges in the  proposed extension area ;

(b) Tha t AWC file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of

the  ADEQ ATC for facilitie s  need to se rve  the  reques ted a reas  within two yea rs  of

the  e ffective  da te  of a  Decis ion in this  matte r; and

(c) Tha t AWC file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of

the  deve lope rs ' CAWS, within two yea rs  of the  e ffective  da te  of a  Decis ion in this

24.

15

16

17

18

19

2 0

21 ma tte r.

22 31. S ta ff iiurthe r re comme nds  tha t a pprova l of AWC's  a pplica tion s hould be  cons ide re d

23 null a nd void, a fte r due  proce s s , if AWC fa ils  to comply with the  a bove  re fe re nce d conditions  within

24 the  time fra me s  s pe cifie d.

25 32. Be ca us e  a n  a llowa nce  for the  prope rty ta x e xpe ns e  is  inc lude d in  ra te s  a nd  will be

26 colle cte d from its  cus tome rs , the  Commis s ion s e e ks  a s s ura nce s  from AWC tha t a ny ta xe s  colle cte d

27 fro m  ra te p a ye rs  h a ve  b e e n  re m itte d  to  th e  a p p ro p ria te  ta xin g  a u th o rity. It  h a s  c o m e  to  th e

28 Commis s ion 's  a tte ntion  tha t a  numbe r of wa te r compa nie s  ha ve  be e n unwilling  or una ble  to  fu lfill

6 DECISION NO : 69901
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1 the ir obliga tion to pa y the  ta xe s  tha t we re  colle cte d from ra te pa ye rs , some  for a s  ma ny a s  twe nty

2 yea rs . It is  re a sonable , the re fore , tha t a s  a  preventive  measure  AWC sha ll annua lly tile , a s  pa rt of its

3 a nnua l re port, a n a ffida vit with the  Utilitie s  Divis ion a tte s ting tha t the  compa ny is  curre nt in pa ying

4 its  prope rty ta xe s  in Arizona .

5 33. In re ce nt months , the  Commis s ion ha s  be come  incre a s ingly conce rne d a bout the

6 prolonge d drought in Ce ntra l Arizona . The re fore , we  be lie ve  AWC s hould be  re quire d to cons e rve

7 groundwa te r a nd tha t AWC s hould be  prohibite d from s e lling groundwa te r for the  purpos e  of

8 irriga ting a ny future  golf course s  within the  ce rtifica te d e xpa ns ion a re a s  or a ny orna me nta l la ke s  or

9 wa te r fea tures  loca ted in the  common a reas  of the  proposed new deve lopments  within the  ce rtifica ted

10 expansion areas.

34. Staffs recommendations are reasonable and should be adopted as amended herein.

CONCLUS IONS  OF LAW

extension areas, as set forth herein.

AWC is  a  fit a nd prope rty e ntity to re ce ive  a n e xte ns ion of its  wa te r Ce rtifica te  for its

11

12

13 1. AWC is  a  public s e rvice  corpora tion within the  me a ning of Article  XV of the  Arizona

15 2. The  Commiss ion has  jurisdiction over AWC and the  subject ma tte r of the  applica tion.

16 3. Notice  of the  applica tion was  provided in accordance  with law.

17 4. The re  is  a  public  ne e d  a nd  ne ce s s ity for wa te r u tility s e rvice s  in  the  propos e d

18

19 5.

20 Casa Grande system.

21

22
23 IT IS  THEREFORE ORDERED tha t the  a pplica tion  of Arizona  Wa te r Compa ny for a n

24 extens ion of its  Ce rtifica te  of Convenience  and Necess ity in P ina l County and a s  described in Exhibit

25 A, a tta che d he re to a nd incorpora te d he re in, is  he re by a pprove d, s ubje ct to  the  conditions  a nd

26 requirements  recommended by S ta ff and outlined in the  following orde ring pa ragraphs .

27 IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny s ha ll file  with Docke t Control a s

28 a  complia nce  ite m in this  docke t, a  copy of the  Arizona  De pa rtme nt of Environme nta l Qua lity

ORDER

h

7 DECIS ION NO: 6 9 9 0 1
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1 Approva l to Cons truct for fa cilitie s  ne e de d to se rve  the  e xte ns ion, within two ye a rs  of the  e ffe ctive

2 da te  of this  De cis ion.

IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny s ha ll file  with Docke t Control a s

4 a  complia nce  ite m in this  docke t, a  copy of the  de ve lope rs ' Ce rtifica te  of Assure d Wa te r Supply for

5 the  extension a rea , within two years  of the  e ffective  da te  of this  Decis ion.

6 IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny s ha ll tile  with Docke t Control a s

7 a  complia nce  ite m in this  docke t, a  Notice  de mons tra ting it ha s  file d a n a me nde d le ga l de scription

8 de le ting the  a rea  granted he re in and known a s  Ghos t Hollow Es ta te s  from its  pending applica tion in

9 Docke t No. W-01445A-04-0_43, within 14 da ys  of the  e ffe ctive  da te  of this  De cis ion.

10 IT IS  FURTHER ORDERED tha t if Arizona  Wa te r Compa ny fa ils  to comply with the  a bove

l l conditions  within the  re quire d time -fra me s  the  e xte ns ion of its  Ce rtifica te  of Conve nie nce  a nd

12 Necess ity conditiona lly granted he re in sha ll become  null and void, a fte r due  process .

13 IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny sha ll cha rge  its  e xis ting ra te s  a nd

14 cha rge s  curre ntly on tile  with the  Commiss ion for its  Ca sa  Gra nde  sys te m, until furthe r Orde r of the

l5 Commiss ion.

16 IT IS  FURTHER ORDERED tha t in  ligh t o f the  on-go ingdrought cond itions  in  ce n tra l

17 Arizona  a nd the  ne e d to conse rve  groundwa te r, Arizona  Wa te r Compa ny is  prohibite d Hom se lling

18 groundwa te r for the  purpose  of irriga ting a ny future  golf course s  within the  ce rtifica te d e xpa ns ion

19 a reas  or any ornamenta l lakes  or wa te r fea ture s  loca ted in the  common a rea s  of the  proposed new

20 deve lopments  within the  ce rtifica ted expans ion a reas .

3

21

22

23

24

25

2 6

27

28
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IN W ITNE S S  W HE R E O F ,  1 ,  DE AN s .  MILLE R ,  In te rim
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1 IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny s ha ll a nnua lly file  a s  pa rt of its

2 a nnua l re port, a n a ffida vit with the  Utilitie s  Divis ion a tte s ting tha t it is  curre nt on pa ying its  prope rty

3 taxes  in Arizona .

4 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

5 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.

6

7
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Robert W. Geake
ARIZONA WATER COMP ANY
P.O. Box 29006
P hoe nix, AZ 85038-9006

Chris tophe r Ke e le y, Chie f Couns e l
Cha rle s  Ha ine s , S ta ff Attorne y
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 n ix,  AZ 85007
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Erne s t G. J ohns on, Dire ctor
Utilitie s  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
P hoe n ix,  AZ 85007

13
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a W-01445A-06-0662-

EXHIBIT

CC&N Description

The South half of the Southeast quarter of Section 17, Township 5 South, Range 6 East of the
Gila and Salt River Base and Meridian, Penal County, Arizona. .

EXHIBIT A Decis ion No. 6 9 9 0 1


