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IN THE MATTER OF THE JOINT Docket No. W-01212A-06-0666
APPLICATION OF WATER UTILITY OF Docket No. W-02451A-06-0666

GREATER BUCKEYE, INC. AND
VALENCIA WATER COMPANY, INC. TO
TRANSFER THE ASSETS, INCLUDING THE
CERTIFICATES OF CONVENIENCE AND RESPONSE TO STAFF REPORT
NECESSITY, OF WATER UTILITY OF
GREATER BUCKEYE, INC. TO VALENCIA
WATER COMPANY.

Valencia Water Company, Inc. (“Valencia”) and Water Utility of Greater Buckeye, Inc.
(“WUGB”)(collectively, the “Applicants” or the “Global Utilities”) respectfully provide this
response to the Staff Report in this docket. The Global Utilities agree with the vast majority of the
Staff Report. However, the Global Ultilities request that two of the proposed conditions be
eliminated or modified. In addition, the Global Utilities request the option of carrying out the
transfer from WUGB to Valencia in the form of either an asset purchase and sale, or a merger
pursuant to a plan of merger.

L Staff Proposed Condition No. 6 and 7.

The Applicants are now ultimately owned by Global Water Resources, LLC (“Global
Parent”). Before this purchase, the Applicants’ systems suffered from numerous operational and
engineering deficiencies. After the purchase, Global Parent has invested substantial time, effort
and money into upgrading these systems. These efforts have already borne fruit. However, there
is still work to do. One example is WUGB’s “Sweetwater II” system. The Global Utilities and
Staff agree that this system lacks sufficient production capacity to serve its existing 93 customers.

In addition, the well for this system has nitrate issues. As in interim measure, WUGB established
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a temporary interconnection with the City of Goodyear’s system. WUGB is working with
Goodyear to establish a permanent interconnection with Goodyear’s system. As part of this
interconnection, WUGB will blend the Goodyear water with the water from the Sweetwater II
well, which will eliminate the nitrate problem.

Staff proposed two conditions regarding Sweetwater II. Condition 6 requires WUGB to
obtain an “Approval of Construction” or “AOC” for a storage tank of at least 16,000 gallons, and
Condition 7 requires WUGB to obtain an AOC for the interconnection with Goodyear. Both of
these requirements are due with six months of the Commission’s decision. The Global Utilities
agree with these conditions, but they request 12 months to comply with Conditions 6 and 7.

The permanent interconnect with Goodyear is designed to provide up to 60 gallons per
minute (“GPM”). Thus, the total production capacity of the Sweetwater II system is 100 GPM (60
GPM from Goodyear plus 40 GPM from the well). This is more than sufficient capacity to serve
93 customers. However, because the well water must be blended before it can be used, this is
equivalent to having a single 100 GPM source. Accordingly, Staff is correct to recommend that
storage be added to the system, in case the Goodyear interconnection is temporarily out of service.
Based on prior experience with timeframes for design, construction, and obtaining regulatory
approvals from other agencies, the Global Utilities believe that a 12 month deadline would be
more appropriate for Conditions 6 and 7.
1L Staff Proposed Condition No. 10.

This condition concerns the condemnation lawsuit filed by the Town of Buckeye (“Town”)
against WUGB. (Maricopa County Superior Court, Case No. CV2006-010954).  Staff
recommends that Valenica file a quarterly status report regarding this litigation, which “shall
remain in place until further Order of the Commission.” This condition is not necessary because
the condemnation lawsuit will be dismissed. The Judge has already issued a minute entry ruling
that Town did not comply with the State’s open meeting law when authorizing the lawsuit. This

means that the lawsuit must be dismissed. The only remaining issue to be resolved involves

attorney’s fees. A settlement of that issue is pending, after which the court will enter a final
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judgment dismissing the case. Because the court has already ruled against the Town, this
condition is not needed. But if it is adopted, then the Commission should add “or until the Court
enters a Final Judgment resolving the case” to the end of the condition.

III.  Form of Transfer.

The Global Utilities originally proposed this transfer as an asset sale. However, upon
further consideration, the Global Utilities believe that it would be beneficial to have the flexibility
to carry out the transfer as either an asset sale, or a merger pursuant to a plan of merger under the
Arizona Revised Statutes. The Global Utilities are continuing to evaluate the potential income tax
and accounting implications of the transfer. They therefore request permission to carry out the
transfer from WUGB to Valencia as either an asset sale (assets sold by WUGB to Valencia) or as a
merger pursuant to a plan of merger (merging WUGB into Valenica). In either case, the end state
will be the same — Valencia will hold the CC&N and assets currently held by WUGB. And in both
cases, Valencia will have two divisions with separate rates (i.e. the former WUGB customers will
continue to pay the same rates).

IV.  Conclusion.

The Global Utilities also disagree with Staff’s conclusion that the WUGB systems offer
fire flow. The existing hydrants for those systems are only used for line flushing and maintenance
purposes. The Buckeye Valley Fire District is aware of this and does not require fire flow for
these systems. However, it does not appear that this disagreement would impact any of Staff’s
recommendations or conditions, so the Commission need not resolve this issue at this time.

The Global Utilities therefore request that the Commission:

° Give twelve months to comply with Conditions 6 and 7;

° Eliminate Condition 10, or in the alternative, add “or until the Court enters a Final

Judgment resolving the case” to the end of Condition 10; and
) Allow the Global Utilities to carry out the transfer as either an asset sale or a

merger pursuant to a plan of merger.
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RESPECTFULLY SUBMITTED this 21* day of September, 2007.

RosHKA DEWULF & PATTEN, PLC
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Original + 15 copies of the foregoing
filed this 21* day of September 2007, with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

Copies of the foregoing hand-delivered/mailed
this 21% day of September 2007, to:

Lyn A. Farmer, Esq.

Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

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

Phoenix, Arizona 85007

Ernest G. Johnson, Esq.

Director, Utilities Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007
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Michael W’ Patten

Timothy J. Sabo

One Arizona Center

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




