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1

2

Introduction

Q, Please state your name and business address.

3 A. Steven M. Oleo, 1200 West Washington Street, Phoenix, Arizona, 85007.

5 Q- By whom and in what capacity are  you employed?

6 A I am employed by the  Arizona  Corpora tion Commiss ion ("Commiss ion") a s  axe  Ass is tant

Dire ctor for the  Utilitie s  Divis ion

9 Q Are you the same Steve Oleo that has previously provided Utilities Division Staff

("Staff") testimony in this docket?

11 A Yes

1 3

1 4

Purpose

Q What is the purpose of this portion of your testimony in this matter?

1 5 A During the  public comme nt portion of this  proce e ding, some  of P ine  Wa te r Compa ny's

("P ine " or "Compa ny") cus tome rs  a ppe a re d in pe rson to provide  public comme nt. Ma ny

of the m ra is e d va rious  is s ue s  a bout the  qua lity of the  Compa ny's  s e rvice . In  th is

supplementa l tes timony, I will provide  Staff' s  comments  regarding those  issues

In addition, va rious  issues  have  been ra ised during this  hea ring to which I would a lso like

to provide  Staff' s  comments

23

24

Adequacv of Service

What is the first subject you would like address?Q

25 A I would like  to a ddre s s  the  a de qua cy of P ine 's  s e rvice . S ta ff note s  tha t the  compla ints

file d in this  ca s e  te nd to focus  on the  a lle ga tion tha t the  mora torium impos e d by the

Commiss ion ope ra te s  a s  a  ta king. I ha ve  no opinion on tha t s ubje ct. Howe ve r, the
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1

2

3

te s tim o n y d u rin g  th is  h e a rin g  s e e m s  to  fo c u s  o n  wh e th e r P in e  is  p ro v id in g  a d e q u a te

s e rvice  in  the  conte xt of the  com pla ina nts ' re que s t for de le tion from  P ine 's  Ce rtifica te  of

Conve nie nce  a nd Ne ce s s ity ("CC&N"). I would like  to provide  S ta ff' s  pe rs pe ctive  on tha t

4 subj act.

5

6 Q- What a re  the  genera l charac te ris tics  of "adequa te" wate r utility s e rvice?

7

8

9

10

In S ta ffs  opinion, a  wa te r utility ge ne ra lly provide s  a de qua te  s e rvice  whe n it ca n m e e t a ll

the  wa te r ne e ds  of its  cus tom e rs  with  m inim a l in te rruptions  a t ra te s  tha t a llow the  utility

the  opportunity to  e a rn a  re a s ona ble  ra te  of re turn on its  re quire d inve s tm e nt.  Howe ve r,

whe n e va lua ting the  a de qua cy of a  utility's  s e rvice , it is  a ls o a ppropria te  to  cons ide r the

11 fa c ts  a nd c ircum s ta nce s  unde r which a  com pa ny ope ra te s . The s e  ind iv idua l fa c ts  a nd

1 2 circums ta nce s  ma y impa ct the  ultima te  conclus ion.

1 3

1 4 Q- In  S ta ff's  o p in io n , is  P in e  Wa te r Co mp a n y c u rre n tly a b le  to  c o n s is te n tly me e t its

cus tomers ' demand?1 5

1 6

1 7

1 8

1 9

At tim e s ,  but not throughout the  ye a r.  For a  num be r of ye a rs ,  P ine  ha s  not be e n a ble  to

m e e t e xis ting cus tom e r de m a nd with its  e xis ting wa te r s upply re s ource s , ge ne ra lly during

the  s um m e r m onths . Be c a u s e  P in e  h a s  b e e n  u n a b le  to  m e e t e xis t in g  d e m a n d ,  th e

Com m is s ion ha s  im pos e d va rious  m ora toria  on ne w s e rvice  conne ctions  a nd a llowe d the

20 Compa ny to impos e  s pe cia l ta riffs .

2 1

22 Q- Does Pine's current inability to consistently meet customer demand mean that its

s ervice is  inadequate

24

A.

A.

A As  I s ta te d e a rlie r, the s e  de te miina tions  s hould not be  ma de  without cons ide ring the  fa cts

a nd c ircum s ta nce s  s urrounding a  pa rticula r com pa ny's  ope ra tions . Howe ve r, it is  difficult

to  v ie w a  com pa ny's  ina bility to  cons is te n tly m e e t cus tom e r de m a nd a s  a nyth ing  o the r
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than an indica tion tha t the  company is  not providing adequa te  se rvice . Ce rta inly, from an

enginee ring s tandpoint, this  factor is  extremely s ignificant

4 Q Based on the above, does Staff believe that the complainants' properties should be

deleted from Pine's CC&N?

No. There  a re  a  varie ty of other factors  present in Pine 's  case  tha t should be  considered

8 Q What are these additional factors?

The  firs t ha s  to do with the  his torica l difficultie s  in loca ting wa te r within or ne a r the  P ine

se rvice  a rea . S ta ff recognizes  tha t ce rta in te s timony in this  proceeding has  indica ted tha t

wa te r is  a va ila ble  a t de pths  e xce e ding 1,000 fe e t or more . The  dis cove ry of wa te r

unde rlying the  P ine  s e rvice  a re a  a t the s e  de pths  is  a  re la tive ly ne w phe nome non. It is

importa nt to  unde rs ta nd tha t, for ma ny ye a rs , e xpe rts  ha d conclude d tha t the  a re a

unde rlying P ine  did not have  sufficient wa te r to supply the  P ine  sys tem. It would seem to

me  tha t P ine 's  long-te rm ina bility to me e t its  cus tome r de ma nd is  mitiga te d to s ome

degree  by this  factor

18 Q Ha s  S ta ff p re vio u s ly p ro vid e d  te s timo n y re g a rd in g  th e  a va ila b ility o f wa te r in  th e

P ine /S tra wbe rry, Arizona  a re a

22 Q Pleas e  s ummarize  Staff's  previous  pos ition

Ba s e d on  the  a re a 's  we ll da ta  a nd d is cus s ions  with  Arizona  De pa rtme nt of Wa te r

Re source s  ("ADWR") pe rsonne l, S ta ffs  opinion wa s  the  sa me  a s  ADWR's  a t the  time

tha t is  -. there  was no information ava ilable  indica ting tha t there  was an adequate  supply of

wa te r in the  P ine  a rea  for the  Company to se rve  its  cus tomers  in a  ma ie r tha t you would
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norma lly e xpe ct firm a  wa te r utility, i.e ., s upply wa te r upon de ma nd without curta ilme nt

or wa te r hauling

4 Q- Has  the re  come  to  ligh t any informa tion  tha t in fluences  S ta ff's  op in ion  rega rd ing  the

a va ila b ility o f wa te r in  the  P ine /S tra wbe rry a re a

8 Q Pleas e  s ummarize  tha t information and its  e ffec t on S ta ff's  opinion

1 0

As  s ta te d e a rlie r, we lls  ha ve  be e n drille d in the  a re a  tha t s e e m to produce  much more

wa te r tha n the  we lls  tha t ha ve  be e n drille d in P ine  in the  pa s t. The s e  we lls  ha ve  be e n

drilled to a  depth much grea te r than the  exis ting P ine  we lls . There fore , this  would seem to

indica te  tha t the re  may be  a  deep aquife r which can be  tapped to provide  adequa te  wa te r

for P ine

1 5 Q Has  P ine  been  c ritic ized  for fa iling  to  deve lop  deep  and/or we lls  tha t p roduce  more

wate r?

Ye s . During the  cours e  of this  he a ring, I ha ve  he a rd va rious  criticis ms  of P ine  in tha t

rega rd. Some  have  pointed to the  we lls  deve loped by some  of the  compla inants  and then

a ske d why P ine  ha s  not me t with s imila r succe ss . Some  ha ve  a lle ge d tha t P ine  ha s  not

been diligent in its  e fforts  to solve  its  wa te r supply issues

22 Q What does Staff think of these circumstances?

Firs t, le t me  sa y tha t S ta ff is  sympa the tic to the  e xpe rie nce s  of P ine 's  cus tome rs . The se

cus tome rs , from a  s ys te m-wide  pe rs pe ctive , do a n e xce lle nt job of cons e rving wa te r

De spite  the ir e fforts , the y s till e ndure  wa te r shorta ge s  e a ch summe r, with the  a tte nda nt

outages  and/or hauling surcha rges . Ce rta inly, from the ir pe rs pe ctive , it mus t be  ve ry
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1

2

3

iius tra ting to see  othe rs  deve lop seemingly high (re la tive ly speaking for the  P ine , Arizona

area) wate r producing wells  in the  P ine  se rvice  a rea  while  the  Company's  supply problems

continue . Ne ve rthe le s s , it is  importa nt to cons ide r the s e  is s ue s  from the  Compa ny's

4 perspective, too.

5

6 Q- What factors are important to consider in that regard?

7

8

9

1 0

1 1

1 2

1 3

In this  case , primarily the  regula tory pa ramete rs  se t by Commiss ion rule s  and regula tions .

For example , the  utility is  a llowed to pass  on to ra te  payers  only those  plant cos ts  tha t a re

cons ide re d to be  re a s ona ble  a nd prude nt. A utility would mos t like ly not be  a llowe d to

pa ss  on pla nt cos ts  to ra te  pa ye rs  if the  pla nt wa s  not ultima te ly use d a nd use ful. In the

spe cific ca se  of P ine  Wa te r Compa ny, it would mos t like ly not be  a llowe d to pass on the

cos ts  of drilling deep we lls  tha t came  up dry or we re  ve ry low produce rs , e specia lly if the

drilling was not based on evidence  demonstra ting tha t s ignificant water was expected to be

found.1 4

1 5

1 6 Q- What efforts  bas  Pine  undertaken to develop its  own deep wells ?

1 7

1 8

1 9

It is  my unde rs ta nding tha t until re ce ntly P ine  ha s  not de ve lope d or trie d to de ve lop ne w

long-tenn wa te r source s  of its  own. It ha s  looked a t drilling the  same  we lls  a s  in the  pa s t

and/or tried to ente r into water sharing agreements  with other well owners .

20

2 1 Q- Does  Staff believe  that Pine 's  efforts  thus  far have been reas onable?

22 As wasStaff is  not able  to conclude  tha t the  Company's  actions have  been unreasonable .

s ta te d e a rlie r, the  dis cove ry of the  de e p wa te r a quife r is  a  re ce nt phe nome non. S ta ff

A.

A.

A.

be lie ve s  tha t it is  be ca us e  of this  ne w informa tion tha t P ine  ha s  re ce ntly unde rta ke n

pursuit of a  deep we ll a s  a  poss ible  beginning to a  long-te rm solution of the  wa te r supply

problems in the  Pine /Strawberry a rea
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1 Q- Is  it in  the  public  in te re s t to  de le te  the  compla inan ts ' p rope rtie s  from P ine 's  s e rvice

area  a t this  time?2

3 No. Ba se d upon the  fa cts  a s  the y e xis t a t pre se nt, it is  in the  long-te rm be s t inte re s ts  of

4

5

6

7

8

9

1 0

Pine 's  cus tome rs  to ke e p P ine 's  se rvice  a re a  inta ct. It would be ne fit the  P ine  sys te m for

the  compla inants ' to ente r into ma in extens ion agreements  ("MXA") with P ine  (jus t a s  any

ne w cus tome r would with a ny wa te r utility) a nd provide  the ir wa te r source (s ) to P ine  a s

pa rt of tha t MXA. If the  wa te r source s  a re  truly a s  productive  a s  ha s  be e n te s tifie d to in

th is  ca s e ,  the  e n tire  community wou ld  be ne fit with  the  a dd itiona l wa te r a nd  the

compla ina nts  would be ne fit by be ing provide d wa te r by a  utility tha t would now ha ve

adequate  water production, or a t least close to adequate .

11

1 2 Q-

13

What effect would deletion from Pine Water Company's CC&N have upon the water

supply to both the subject properties themselves and to the Pine service area as a

whole?1 4

1 5

1 6

1 7

1 8

1 9

20

I do not know what specific effect it would have on the complainants' properties, but as

for the Pine service area, it would not be as beneficial as having the properties remain

within the CC&N. If the complainants enter MXAs and thereby provide for Pine to use

these wells, this will benefit Pine's entire service area. Even if` the complainants elect to

forego development of their properties at this time, it nonetheless remains in Pine's

customers' interest for the Company to retain its service territory.

22 Q- Wh y is  it  in  th e  p u b lic  in te re s t  fo r P in e  to  re ta in  its  s e rvic e  te rrito ry

23

A.

A.

A From the testimony in this proceeding, it appears that the long-tenn answer to Pine's water

supply problems lies in the development of deep wells. Because of the depth to which one

must drill in order to properly develop such a well, the solution to Pine's water supply

problem will be relatively expensive. The reasonable and prudent costs of such deep
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we lls , if s ucce s s fully de ve lope d, would pote ntia lly be  a dde d to P ine 's  ra te  ba s e . S uch a

pote ntia lly e xpe ns ive  s olution would be  le s s  burde ns ome  to cus tome rs  if it could be  s pre a d

a cros s  a  la rge r cus tome r ba s e . From this  pe rs pe ctive , de le tions  to P ine 's  s e rvice  a re a  will

like ly be  de trime nta l to P ine 's  cus tome rs  in the  long-run

6
7

Clarification of 0.2 Gallons Per Minute ("rpm") as a Requirement for Main Extension
Agreements

8 Q

9

Have you testified earlier about the circumstances under which Pine should be able

to enter main extension agreements

12 Q Has any of the testimony that you have heard thus far in the hearing influenced

Staff's opinion about these requirements

No

16 Q How was the 0.2 rpm per connection, of which you have previously testi f ied

derived?

Water sys tems should be  des igned such tha t wa te r production is  able  to supply peak day

demand. Peak hour demand and emergency demand a re  provided through s torage . Peak

day demand is  ca lcula ted by applying a  factor to the  average  day demand during the  peak

month. For the  Pine  system, the  average  day demand for the  peak month is  very low when

compa re d to othe r sys te ms . The  prima ry re a sons  for this  a re  the  fa ct tha t cus tome rs  of

P in e  a re  e xtre me ly g o o d  a t c o n s e rvin g  wa te r a n d  a ls o  th a t P in e ,  Ariz o n a  is  a

we e ke nd/holida y de s tina tion tha t ha s  e xtre me  fluctua tions  be twe e n we e kda y wa te r use

and weekend us e
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1

2

3

4

5

6

7

For P ine , the  ave rage  day wa te r use  during the  peak use  month has  been approxima te ly

120 ga llons  pe r da y ("god") pe r conne ction. For mos t s ys te ms , one  would multiply this

figure  by a  factor of 1.25 to ge t the  peak day use  pe r connection. In the  case  of P ine , the

factor should instead be  2.0 to 3.0. The reason being, as sta ted above, Pine  has a  very high

holiday/weekend wa te r use  compared to its  weekday use . Multiplying the  120 god by 2.0

give s  you a  pe a k da y us e  of 0.167 rpm pe r conne ction. Multiplying the  120 god by 3.0

gives you a  peak day use  of 0,25 garn per connection.

8

9

1 0

1 1

1 2

1 3

Ba s e d on a ll the  a bove , S ta ff chos e  to us e  0.2 rpm pe r conne ction a s  wha t s hould be

required to adequa te ly se rve  P ine 's  se rvice  a rea . It should be  noted tha t for most sys tems

the  pe a k da y us e  pe r conne ction is  e s tima te d to be  a t le a s t 0.5 rpm, in s ome  ca s e s

s ome time s  e ve n 1.0 rpm. S ta ff po in ts  th is  ou t to  e mpha s ize  wha t a  good  job  o f

conse rva tion the  present cus tomers  of P ine  a re  doing. Also, if the  deep aquife r discussed

in this  hea ring proves  to be  a s  productive  a s  te s tified to by the  compla inants , S ta ff would

recommend tha t eventua lly P ine  Wate r Company be  able  to provide  a t leas t 0.25 rpm per

comle ctlon

1 8 Q Does the 0.2 rpm represent a precise number or an estimate?

1 9 A As can be  seen from the  above  explana tion of its  ca lcula tion, the  0.2 rpm is  an e s tima te

This  e s tima te  is  a ppropria te  to use  a t this  time  to de te nnine  whe n to a llow e xpa ns ion of

the  P ine  sys tem, none the le ss , the  Commiss ion should be  aware  tha t S ta ff cons ide rs  this

estimate  to be  on the  low side
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1

2

Long-Term Storage of Water

Q Do  you  re c a ll the  te s timony tha t P ine  c ou ld  improve  its  s upp ly by pumping  wa te r

from a ll its  ava ilab le  wa te r s ources  in  the  winte r months  and s toring  it for us e  in  the

s ummer

7 Q In  S ta ff's  opinion, is  th is  a  like ly s olution?

No

1 0 Q- Why is it that one should not store water over a period of several months?

Wa te r tha t is  s tore d too long in  e ithe r s tora ge  ta nks  or in  the  p ipe s  will e ve ntua lly

de te riora te  in qua lity. The re  is  no s e t rule  or re quire me nt tha t spe a ks  to the  e xa ct time

limit tha t wa te r ca n be  s tore d. De s igne rs  a re  ca utione d to cons ide r this  whe n de s igning

wa te r sys tems . For example , a ll dead-end line s  should be  equipped with blow-off va lve s

to e na ble  ope ra tors  to re move  s ta gna nt wa te r. Anothe r e xa mple  is  the  Te n S ta te s

S ta nda rd. It s ta te s , "Exce ss ive  s tora ge  ca pa city should be  a voide d to pre ve nt pote ntia l

wa te r qua lity de te riora tion problems

1 9 Q Is there a requirement for how much storage capacity a water system should

provide

Ye s , the  minimum a mount is  s e t by the  Arizona  De pa rtme nt of Environme nta l Qua lity

("ADEQ") a t the  ave rage  day use  during the  peak month le ss  wa te r production excluding

the  highest water production source



Second Supplementa l Testimony of Steven M. Oleo
Docke t Nos . W-03512A-06-0407, e t a l.
Page 10

1 Q- Please provide an example of the above.

2

3

4

5

6

7

Assume  you ha ve  a  wa te r sys te m with thre e  we lls  producing 500 rpm, 200 rpm a nd 100

rpm. Assume  the  ave rage  day use  during the  peak month is  1,000,000 ga llons . Based on

these  figures , the  minimum ADEQ s torage  requirement would be  568,000 ga llons . This  is

de te rmined by dis rega rding the  la rges t producing we ll (500 rpm) and ca lcula ting the  da ily

amount of wa te r tha t can be  provided by the  othe r two we lls : 300 rpm multiplied by 1,440

minute s  in a  da y = 432,000 ga llons . One  the n s ubtra cts  the  432,000 ga llons  from the

1,000,000 ga llons, leaving the  568,000 ga llons.8

9

1 0 Q- What is  the  minimum s torage  required  for P ine"

1 1 The 2006 Annual Report for Pine  indica tes tha t the  average  day use  during the  peak month

1 2

1 3

wa s  a pproxima te ly 203,500 ga llons . If yo u

disregarded a ll these  sources , to be  extremely conserva tive , the  minimum storage  required

P ine  a ls o ha s  s e ve ra l wa te r s ource s .

1 4 would be 203,500 gallons.

1 5

1 6 Q- How much s torage  does  Pine  currently provide?

1 7 A P ine 's  2006 Annua l re port shows  s tora ge  ca pa city of 970,000, which is  obvious ly more

tha n ADEQ re quire d minimum

2 0

2 1

Fire Protection Is s ues

Q Do you recall the  public  comments  offered on this  is s ue

22 A Ye s

24 Q Is  P ine  in  compliance  with  applicable  requirements  for fire  protec tion

25

A.

A.

A S ta ff is  not a wa re  of a ny S ta te  re quire me nts  re ga rding wa te r qua ntity for wa te r utilitie s

providing fire  prote ction
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1 Q- P le a s e  e xp la in  yo u r a n s we r.

2 A Arizona  ha s  no S ta te  s ta nda rd for a  wa te r s ys te m providing fire  prote ction. Ea ch

ind ividua l community th rough  its  fire  de pa rtme n t a nd /o r fire  d is tric t s e ts  its  own

s tanda rds . S ta ff is  not awa re  of any such requirement for P ine . In addition, in P ine 's  la s t

ra te  case  and in its  la tes t Annual Report, there  a re  no tire  hydrants  lis ted as  be ing in Pine 's

rate base

8

9

10

Customer Service Issues

Q, During the public comment session held at the beginning of the hearing in this

matter, some of Pine's customers voiced complaints about various aspects of the

Company's service. Has Staff investigated these complaints

12 A Yes. S ta ff had previous ly rece ived and inves tiga ted the  compla ints  for a ll but three  of the

pe ople  tha t offe re d public comme nt. S ta ff s poke  with the  othe r thre e , docke te d the ir

complaints , and has investiga ted those  complaints

16 Q Pleas e  s ummarize  brie fly the  Company's  compla int h is tory

17 A The  compla ints  ha ve  be e n prima rily re ga rding billing, qua lity of s e rvice , a nd cus tome r

servlce

20 Q What is  the  mos t frequent compla int?

2 1 A Recently, the  primary compla int has  had to do with the  water hauling surcharge

23 Q How many of these complaints have been filed?

24 A From June through September of this year, there  have been 39
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1 Q Has the Company taken any action to remedy this situation?

S ta ff be lie ve s  tha t the  only true  re me dy would be  the  e limina tion of the  ne e d for the

surcharge , i.e ., adequate  water production. However, the  Company has a ttempted to be tte r

expla in how the  surcharge  works  and how it is  ca lcula ted. P ine  has  done  this  by providing

a water hauling surcharge fact sheet to its  customers as was requested by the  Commission

7 Q Is  the re  a ny o the r type  o f c ompla in t a ga ins t P ine  fo r whic h  S ta ff would  like  to  o ffe r

comment?

Yes, it has to do with Pine 's  customer service  response

11 Q How are customer complaints handled by the company

Cus tome r compla ints  a re  ha ndle d through a  ca ll ce nte r in Ca lifornia . P ine  contra cts  with

this  ca ll cente r which handles  compla ints  for severa l wa te r utilitie s

1 5 Q What are the specific concerns that have been raised?

The  conce rns  focus  primarily on the  s low re sponse  time  and/or the  la ck of knowledge  a t

the  ca ll cente r about the  specific s itua tion in Pine

1 9 Q Does Staff have any concerns regarding this arrangement?

With re ga rd to the  cus tome r conce rns , S ta ff be lie ve s  tha t P ine  s hould provide  P ine

spe cific tra ining to the  individua ls  ta king compla ints  a t the  ca ll ce nte r so the y ca n more

promptly a nd knowle dge a bly ha ndle  ca lls  from P ine  cus tome rs . If this  ca nnot be  done

then Pine  should provide  a  person or persons in the  Pine /Strawberry a rea  tha t can take  its

cus tomers ' compla ints
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1 Q- Does Staff have concerns of its own regarding Pine's responses to customer

2 complaints ?

3

4

5

6

7

8

Ye s . By rule , utilitie s  ha ve  five  da ys  to re s pond to cus tome r compla ints  once  the  utility

ha s  be e n notifie d of those  compla ints  by S ta ff. S ta ff ha s  found tha t during the  summe r

months , the  pe riod during which mos t compla ints  a bout P ine  a re  re ce ive d by S ta ff, the

Compa ny se e ms  to ha ve  difficulty re sponding within the  five  da y time fra me . It is  S ta ff" s

opinion tha t Pine  should be  required to provide  adequate  personnel to respond to customer

compla ints  and Sta ff" s  inquiries  in a  timely manner.

9

1 0 Q- Does this conclude this portion of your testimony?

11 Ye s , it doe s .

1 2

A.

A.


