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W-035'76A-07-0305.
SW-03575A-07-0305

Docket No. SW-03575A-07-IN THE MATTER OF THE APPLICATION OF
SANTA CRUZ WATER COMPANY AND PALO
VERDE UTILITIES  COMPANY TO AMEND
DECISION NO- 68498 PURSUANT TO A.R.S.
SECTION 40-252.

Docket No. W-03576A-07-

I

AP P LICATION TO AMEND
DECIS ION n o . 68498

Santa Cruz Water Company and Palo Verde Utilities Company (collectively, "Global

Utilities") respectfully request that the Arizona Corporation Commission ("Commission") amend

Decision No. 68498 (Feb. 23, 2006)(the "Order Preliminary") to change certain compliance

requirements. In particular, the Global Utilities request that the requirements regarding filing of

Approvals of Construction ("AOC") from the Arizona Department of Environmental Quality

("ADEQ") be eliminated. In support ofdiis Application, the Global Utilities state:

I . Background.

1. The Order Preliminary involves areas served by the 387 Domestic Water

Improvement District and the 387 Wastewater Improvement District (collectively, the "387

Districts"). Many parts of northern Pinal County faced extraordinary growth over the last few

years. Unfortunately, the 387 Districts were not able to cope with this growth. This inability

created a crisis situation' At the request of state andlocal officials, the Global Utilities resolved

this crisis by interconnecting their systems to the systems of the 387 Districts.
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I See Order Preliminary at Finding of Fact No. 37.
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The Commission found that "the Companies have been placed in a unique situation

because they were asked to intercede in an emergency situation to continue water and wastewater

. . . 2
services to customers 111 the extension area. U "vo

8 §
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E

818

882

I 2.

2

3

4 3. The Commission also stated that as "a result of the emergency situation, Palo Verde

5 and Santa Cruz interconnected their systems with the 387 Districts in order to continue water and

6 wastewater service to the customers in the proposed extension area."3 Although these

7 interconnections were made with the knowledge and approval of the Arizona Department of

8 Enviromnental Quality ("ADEQ") and in accordance with good engineering and operations

9 practice, due to the emergency nature of the work, approval permits were not obtained, Therefore,

10 the Commission ordered the Global Utilities to file ADEQ Approvals of Construction ("AOC") for

1 l the water and wastewater interconnections.

12 4.

13
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On January 2, 2007, the Global Uti l i t ies f i led a motion for extension of  time

concerning the AOCs. Staff then verbally advised the Global Utilities that Staff believes that

motion for extensions of time are not permitted for Orders Preliminary. Staff recommended that

g the Global Utilities file an application under A.R.S. §40-252 to modify the deadlines in the Order

16 Preliminary. The Global Utilities agreed to do so. Subsequently, the Global Utilities received

17 ATC/AOC approval for the sewer interconnect from ADEQ and notif ication from ADEQ that

18 AOC for the water interconnect was not required. Accordingly, in this Application, the Global

19 Utilities ask that the AOC deadlines be eliminated,

20 5. ADEQ has advised the Global Utilities that no AOC was needed for the water

21 interconnection. ADEQ confirmed this in an email dated March 6, 2006 (attached as Exhibit 1).

22 Thereafter, ADEQ issued the AOC for the wastewater interconnection (attached as Exhibit 2).

23 Because no AOC is needed for the water interconnection, and because the AOC for the wastewater

24

25

26

27
2 Order Preliminary at Finding of Fact No. 42.
3 Order Preliminary at Finding of Fact No. 37.
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interconnection has already been issued, the Global Utilities request that the Order Preliminary be

amended to eliminate the AOC requirements.

6. The Commission found that "issuance of an Order Preliminary brings the extension

areas under Commission jurisdiction which will allow for continued oversight by the Commission

that all requirements are met prior to the issuance of a final Order."4 Amending the Order

Preliminary to eliminate the AOC requirements will allow the Commission to preserve these

benefits.

7. If the AOC requirements are eliminated, the last requirement before a final CC&N

will be the dissolution of the 387 Districts by Pinal County.5 There is no deadline relating to this

requirement. Pinal County has stated that it will not dissolve the 387 Districts until certain

litigation involving the 387 Districts is resolved. That litigation remains ongoing, and Pinal

County has not provided an estimate of when the litigation will be resolved.

Description of Applicants.

8. The Global Utilities are Arizona public service corporations authorized to provide

service within portions of Pinal County, Arizona. The Global Utilities received their CC&Ns from

the Commission in Decision No. 61943 (September 17, 1999); Decision No. 66394 (October 6,

2003); Decision No. 67240 (September 23, 2004); Decision No. 67830 (May 5, 2005); and

Decision No. 68448 (February 2, 2006).

9. As of 1 May 2007, Santa Cruz serves approximately 13,600 water customers.

10. As of l May 2007, Palo Verde serves approximately 13,450 wastewater customers.

l l . The ultimate parent company of the Global Utilities is Global Water Resources,

LLC ("Global Parent"). Overall, Global Parent's regulated utilities have over 33,000 customers in

Arizona.

4 Order P re liminary a t page  11.
5 Order P re liminary a t page  13.
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1 HI. Specific Amendments Requested.

12. The Global Utilities request the following amendments to the Order Preliminary:

(A) Page 7, Line 6 aler "are reasonable" add "except that we will not

require the ADEQ AOC.";

(B) Page 9, Line 3, after "are reasonable" add "except dart we will not

require the ADEQ AOC.";

Page 13, l ine 1, af ter "described above" add "except for the(C)

proposed ADEQ AOC requirements";

(D)

(E)

Page 14, lines 1-3, delete ordering paragraph; and

Page 15, lines 1-3, delete ordering paragraph

12

9"'5ll2
3 cn>4'Q3 14
M38»= 15

WI-IEREFORE, the Global Utilities respectfully request that the Commission:

Schedule a hearing on this Application as soon as possible (either before an

Administrative Law Judge, or directly before the Commission at an open meeting);

Take official notice of the record in the Order Preliminary Docket (Docket No. SW-

16 03575A-05-0470 and W-03576A-05-0470); and

Issue a final order: ,

Granting this Application;

Finding that it is in the public interest eliminate the AOC requirements as

set forth herein,

Amending the Order Preliminary as set forth herein;

Granting such other and further relief as may be appropriate under the

circumstances herein.

4
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1 RESPECTFULLY SUBMITTED this 219 day of May 2007.
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One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
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1 Origina l + 15 copie s  of the  foregoing
file d this  21" da y of Ma y 2007, with:

Docket Control
ARIZONA CORPORATION COMMISSION
1200 West Washington
Phoenix, Arizona 85007

Copies of the foregoing hand-delivered/mailed
this 2151 day of May 2007, to:

Lyn A. Farmer, Esq.
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

»-J 11 Christopher C. Keeley, Esq.
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Ernest G. Johnson, Esq.
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Email dated March 6, 2007 from Janek Desai, Manager, Engineering Review Unit,

Water Quality Division, ADEQ to Scott Lee of Global Water.
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Tim Sabo

From: Graham Symmonds [Graham.Symmonds@gwresources.com]

Sent: Tuesday, March 06, 2007 t2:58 PM

To: Tim Sabo

Subject: FW: Global Water and 387 District - Water Interconnects

Fol low Up Flag: Follow up

Flag Status: Yellow

'lm - can this suffice for the water? Still awaiting the WWID version.

from: Scott Lee
lent: Tuesday, March 06, 2007 12:53 PM
'o: Graham Symmonds
Bubject: FW: Global Water and 387 District - Water Interconnects

*ram: Janak K. Desai [mailto:Desai.Janak@azdeq.gov]
;end: Tuesday, March 06, 2007 12:50 PM
'o: Scott Lee
Sc: Kwame A. Agyare
subject: RE: Global Water and 387 District - Water Interconnects

I
:

Ar. Lee,

~.n "Approval to Construct" is not required for the construction work of water interconnections between 387 DWID and Global
Santa Cruz Water Company because the total project cost was less than $50,000, the plans were prepared under the supervision
»f a State registered professional engineer (P.E.), the construction was supervised by a P.E., and the construction was not for a
subdivision. This is pursuant to Arizona Administrative Code (A.A.C.) R18-5-505.B.3. it follows that an AOC ("Approval of
Construction") is also not required. Please contact me if you have any questions.

Sincerely,

anal Desai, Manager
'engineering Review Unit
Vater Quality Division
-02-771-4671 (p)
102-771 -4505 (f)

8
i

;.
=
1

I

'ram: Scott Lee [mailto:scott.lee@gwresources.com]
Dent: Tuesday, March 06, 2007 9:23 AM
'oz Janak K. Desai
:c: Kwame A. Agyare
subject: RE: Global Water and 387 District - Water Interconnects

u Janak,

lave you had a chance to review the letter, etc? l'd appreciate any update. Thanks

;cost

3/14/2007

i

I
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CONSTRUCTIONAUTHORIZATION
FOR A SBWAGE COLLECTION SYSTEM

TYPE4.01 GENERAL PERMrr

I Name

Applicant Information:
GrahamSylnnnonds
Global Water - Palo Verde Utilities, LLC

iPine!Coin 4

i
20070233

5
| ADEQ File No.

Address 22601North 19"' Avenue, Suite 210

premix, AZ 85027

Project Name:
387 Improvement District Connection to
Palo Verde Utilities

I
43834LTF #1

I

!Project Location- This project is located along Bowfin Road alignment.
!

I
|Protect (al

I X Gravy
|

Lift Station

Other:

{Qocu_men_t _ _._
Notice of Intent to
Discharge

l

I Site Plan

usDesi Plan
i Operation &
| Maintenance Plan

i
I
I

0280487

MM%1 |II CBI S

. 4 ; t & l . 9 9 ° w v 4§v£ °!§rs.¢s!!.=.!Z9>.nQae9 Hssaina- _ _ -.._ _ - _ _ - _ _ _ _ _ _ _

' I m . , 23 1'T TI I

N/A l La titude 37" N02'33°

i Longitude

1

1

a

Ariazona Department
o f  E n v i r o n m e n t a l  Q u a l i t y

I Force Made

Project Description: Install a new 5' discharge manhole and 10 LF of 24" diameter sewer to
intercept How firm a 387 District force main and discharge to an existing gravity sewer

I manhole in the Palo Verde Utility Co. sewer system.

I-In

Design Documents Approved
for Construdlon i WWTP Name: Palo Verde Utilities Co.,LLC 9.0MG D

Date

TreatmentFacility
Permitted Design Flow:
System Capacity
Af5rnnation Date: 03/07/07

03/08/07

i APP Number 105228
g Sewage Collection System
2 Capacity Affirmation Date: 03/03/07

112°
Descnptmn of Area Served by Project

01° so" w

1

Construction Authorization: This Construction Authorization is issued in accordance with Arizona Administrative Code (AA.C.)
Title is, Chapter 9, Article 3, Part A, Section A301. The applicant is authorized to construct the facility at the location specified
herein under terms and conditions of the requested general permit and applicable requincmems of Arizona Revised Statures Title 49,
Chapter 2, and A.A.C. Title 18, Chapter 9. The applicant has two years from the approval date of this document to complete
construction and submit the applicable verification documents spedlied in A.A.C. Rl8~9-E30l(E). construction shall conform i
with the approved design document g

S/03 Io'-'v
Date

Manager,Drixnking Water ba WastewaterBngineewing Review
Title

Reviewer: ASB
ERP: 0710480

REVISED MARCH 2006

m

K

l110 WEST wAsHn4Gron, proem, AZ 85007
WWW.AZDEQ.GOV

i

I

I

I



DISCHARGE AUTHORIZATION
FOR A SEWAGE COLLECTION SYSTEM

TYPE 4.01 GENERAL PERMIT

Name

Permitted Information:
GrahamSynnmonds
Global Water - Palo Verde Utilities, LLC

: Address 22601 North 19"' Avenue, Suite210

Pro I AZ 85027ii I

387 Improvement District Connection to
Palo Verde UtilitiesProject Name'

44161QLTF #z
.--¢-

Project Type(s)
. Project Location: This project is located along Bowl°m Road alignxnnent.
|

IX  G r avi t y

ForceMain

Other:

intercept flow ii'om a 387 District force main and discharge to an existing graw'ty sewer
manhole 'm the Palo VerdeUtility Co. sewer system

| Project Description: Install anew 5' discharge manhole and10 LF of24" diameter sewer to

Design Documents Approved
for Construction

Uniform Slope
Tests

9.0 MGD
Treatment Facility
Pearmitted Desi Flow:yai WWTP Name' Palo Verde Utilities Co., LLC

1052288 APP Number
System Capacity
Affinlnation, Date: 03/07/07

:  | 03/07/07

I
I Sewage Collection System
: C ac' Affirmation Date:

%23 MMl 3 E Section4 sTownsh' 1
i
L}:9cat_4n_o[_l)3gv_nstream 1211.4 Q£§y=t°'n.!£°1z<z§e1i Esfeisxa- _ - - . . . .  _ .. -  - ..._ _ - - -  - ..-

1 Range I

Le a k a g e  T e s t s

.
I

N/A ! Laltitude 37" N33° 02'

02/20/07 Lon 'tide

Description of Area Served by Project:
I

i
I I

I

r
I
I I

I Discharge Authorization' This Discharge Authorization is issued 'm accordance with Arizona Adnninistlrative Code Title 18,
I Chapter 9, Article 3, Part A, Section A30l. The permitted is authorized to discharge firm the facility at the location specified herein
' under terms and conditions of the general pmnit and applicable requirements of Arizona Revised Statutes Title 49, Chapter 2, and
1Arizona A istrativc Code T' is, Clizapter 9.

1
Manager, Driinldng Water &Wastewater Engineering Review

TitleK e A . A are,P.E.

§/JS/44
Date

20070233ADEQ File No.

_ - _ _

County: Pima]

Document
Engineer's
Certificate of
Completion

_Qa$e__._

03/13/07

Deflection Tests N/A
Uniform Slope
Tests

21Leak deTests

As-builtPlans

a 1
5

8

Arizona Department
of Environmental Quality

ADEQ
i
I

i

I

Rewiewerz ASB
ERP: 0720482

REVISED MARCH2006
111o WEST WASH-HrGTON, pHoEnix, AZ85007

WWW.AZDEQ.GOV
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Mike Gleason, Chairman
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AZ CORP 8Ul~8~9133!0H
DOCKET CGNTRUL

Docke t No. S W-03575A-07-0305IN THE MATTER OF THE APPLICATION OF
SANTA CRUZ WATER COMPANY AND PALO
VERDE UTILITIES COMPANY TO AMEND
DECISION no. 68498 PURSUANT TO A.R.S I
SECTION 40-252.

Docke t No. W-03576A-07-0305

NOTICE OF FILING AFFIDAVITS
OF PUBLICATION

1
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9

1 0

1 1

1 2

1 3
S a nta  Cruz Wa te r Compa ny a nd P a lo  Ve rde  Utilitie s  Compa ny (colle ctive ly, "Globa l

Utilities") file the Affidavits of Publication.

RESPECTFULLY SUBMITTED this 15th day of August 2007.
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17 Rosrn<A DEWULF & PATTEN, PLC
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Michael . Patten
Timothy J . Sabo
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 8500422
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Docke t Control
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1200 West Washington
Phoe nix, Arizona  85007
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Lyn A. Fa rme r, Esq.
Chie f Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commis s ion
1200 West Washington
Phoe nix, Arizona  85007

Chris tophe r C. Ke e le y, Es q.
Chie f Couns e l, Le ga l Divis ion
Arizona  Corpora tion Commis s ion
1200 West Washington
Phoe nix, Arizona  85007

£ Ernest G. Johnson, Esq.
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commis s ion
1200 West Washington
Phoe nix, Arizona  85007
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STATE OF ARIZONA

COUNTY OF PINAL

On Februaiv 23, 2006, the Arizona Corporation Commission ("Comm

granted Santa CruzWater Company; LLC ("SantaCruz") and Palo Verde
Actively,"Global Utilities") an Order Preliminary ("order"). Pursuant to the

Arizona Department of Environmental Quality ("ADED") Approval of Cons
interconnection by December 31, 2006. Further Palo Verde was orderec
sewer line interconnection by December 31, 2006. On March 20, 2007, .
("Start') filed a memorandum requesting that the above-referenCed dock
Utilities' failure to timely comply with Decision No. 68498. On May 21, 2
Amend Decision No. 68498. The Commission's Utilities Division Staff h
in Global Utilities' application, and the Commission is not bound by the
Staff, or any inter/enors. The Commission will issue a decision regarding
sideration of testimony and evidence presented at an evidentiary hearing
the Global Utilities' offices at 21410 North 19th Avenue, Suite 201, Phoe
011ices at 1200 West Washington, Phoenix, Arizona, for public inspection
internet via the Commission website (www.azcc.gov) using the e-docket

The Commission will hold a hearing on this matter beginning Septem
Commission's oh'ices, 1200 West Washington, Phoenix, Arizona. Public
the hearing. Written public comments may be submitted via email (visit
for instructions), or by mailing a letter referencing Docket Number W-0'-
C0rp0rati0n Commission, Consumer Services Section, 1200West Wash
. The law provides for an open public hearing at which, under appr0pri.

intervene. Any person or entity entitled by law to intervene and having a
will be permitted to intervene. If you would like to intervene, you must ft
Commission, and you must send copies of the motion to the Company 1
the case. Your motion to intervene must contain the following:

1. Your name, address, and telephone number, and the name, address:
whom documents are to be served in your place, it desired.

2. A short statement of your interest in the proceeding (e.g., a custom
Company, etc.).

3. A statement certifying that a copy of your motion to intervene has l
and to all parties of record in the case.

The granting of motions to intervene shall be governed by A.A.C. R14
must be filed on or before September 7, 2007. The granting of intervene

present swam evidence at hearing and to cross-examine 0ther.witnesse:
elude any customer from appearing at the hearing and making a states

If you have any questions about this application, you may contact the
you wish to file written comments on the application or want further info
the Consumer Services Section of the Commission at 1200 w. Washingl

222-7000.
The Commission does not discriminate on the basis at disability in ad

with a disability may request a reasonable accommodation such as a sig

this document in an alternative format, by contacting the ADA Co0rdinat~
voice phone number602/542-3931. Requests should be made as early z

accommodation.
No. of publications: 1,date of publication: August 3, 2007.

Q
1

PUBLIC NOTICE OF THE HEARING ON T
SANTA CRUZ WATER COMPANY AND PALO VEF

AMEND DECISION no. 68498 PURSUANT Tc
DOCKET nos. w-0a57eA-07-0.

5

ss.
first being duly sworn

deposes and says: That he is a native bam citizen of the United States of
America, over 21 yeas of age, that he is publisher of the Casa Grande
Dispatch, a daily newspaper published at Casa Grande, Pinal County,
Arizona, Monday through Saturday of each week, that a notice, a full, true
and complete printed copy of which is hereunto attached, was printed in
the regular edition of said newspaper, and not in a supplement thereto, for

ONE consecutive issues the first publication thereof having
3RDbeen on the

day of

Second publication

Fourth publication

Third publication

Fifth publication

Six dl publication
***MARICOPA MONITOR***

By

Sw

ay of

CASA GRANDE DISPATCH

W

ta b f

DONOVAN M. KRAMER SR.

Affix' 'bit of Publication

441

,\

edmis

2

AUGUST

try Public in and for the County
of Pglal, State of Arizona

QM

A.D., 2007
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¥ Affiauvit o f Publica tion
STATE OF ARIZONA

ss. DONOVANM. KRAMER SR.
COUNTY OF PINAL

deposes and says: That he is

__A4_r\prir12 nvpv' '71 vanes Rf 2

PUBLIC NOTICE OFTHE HEARING ON THE APPLICATION OF
SANTA CRUZ WATER COMPANY AND PALO VERDE UTILITIES COMPANY TO

AMEND DECISION no. 68498 PURSUANT TO A.R.S. SECTION 40-252
DOCKET nos. W-03576A-07-0305 ET AL.

first being duly sworn
a native born citizen of the United States of
ve, that he is publisher of the Casa Grande
. published at Casa Grande, Pinar County,
urday of each week, that a notice, a full, true
`which is hereunto attached, was printed in
Jspaper, and not in a supplement thereto, for
\issues the first publication thereof having
RD

AUG US T A.D., 2007

A MONITOR** *

\NDE DISPATCH

.7 , f

_ SH:~,Pub1isher
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try Pal>lic in and for the County
State of Arizona

On February 23, 2006, the Arizona Corporation Commission ("Commission") issued Decision No. 68498, which
granted Santa Cruz Water Company; LLC ("Santa Cruz") and Palo Verde Utilities Company, LLC ("Palo Verde") (col-
IectiveIy,"G|0baI Utilities") an Order Preliminary ("order'). Pursuant to the Order: Santa Cru2 was to file a copy 01 the
Ari20na Department of Environmental Quality ("ADEO") Approval of Construction ("AOC") for the proposed water line
interconnection by December31, 2006. Further, Palo Verde was ordered to file a copy of the ADEQ AOC for the
sewer line interconnection by December 31, 2008. On March 20, 2007, the Commission's Utilities Division Start
("staff'l filed a memorandum requesting that the above-referenced dockets be administratively closed due to Global
Utilities' failure to timely comply with Decision No. 68498. On May 21, 2007, Global Utilities filed an Application to
Amend Decision No. 68498. The Commission's Utilities Division Staff has not yet made a recommendation regard-
ing Global Utilities' application, and the Commission is not bound by the proposals made by the Global Utilities,
Staff, or any interveners. The Commission will issue a decision regarding Global Utilities' application following con-
siderati0n of testimony and evidence presented at an evidentiary hearing. Copies of the application are available at
the Global Utilities' offices at21410 North 19th Avenue, Suite 201, Phoenix, Arizona 85027 and the Commission's
offices at 1200 West Washington, Phoenix, Arizona, for public inspection during regular business hours and on the
internet via the Commission website (nn/vw.azcc.g0v) using the e-docket function.

The Commission will hold a hearing on this matter beginning September 25, 2007, at 10:00 a.m., at the
Commission's offices,1200WestWashington, Phoenix, Arizona.Public commentswill betaken on the first day of
the hearing. Written public comments may be submitted via email (visit http://www.azcc.gov/utility/cons/index.htm
for instructions), or by mailing a letter referencing Docket Number W-03576A.07-0305 ET AL., to: Arizona
Corporation Commission, Consumer Services Section, 1200West Washington, Phoenix, AZ 85007.

The law provides for an open public hearing at which, under appropriate circumstances, interested parties may
intervene. Any person or entity entitled by law to intervene and having a direct and substantial interest in the matter
will be permitted to intervene. If you would like to intervene, you must file a written motion to intervene with the
Commission, and you must send copies of the motion to the Company or its counsel, and to all parties of record in
the case. Your motion to intervene must contain the following:

1. Your name, address, and telephone number, and the name, address, and telephone number of any party upon
whom documents are to be served in your place, if desired.

2. A short statement of your interest in the proceeding (e.g., a customer of the Company, a shareholder of the
Company, etc.). . . . s

a. A statement certifying that a copy of your motion to intervene has been mailed to the Company 0r its counsel

and to all parties of record in the case.
The granting of motions to intervene shall be governed by A.A.C. R14-3-105, except that all motions to intervene

must be filed on or before September 7, 2007. The granting of intervention, among other things, entitles a party to
present swom evidence at hearing and to cr0ss-examine 0ther.witnesses. However failure to intervene will not pre-
clude any customer from appearing at the hearing and making a statement 0n such customer's own behalf.

If you have any questions about this application, you may contact the Company at [insert telephone number]. it

you wish to file written comments on the application or want further information on intervention you may_c0ntact
the Consumer Sen/ices Section at the Commission at 1200 w. Washington st., Phoenix, AZ 85007, or call 1800-

222-7000.
The Commission does not discriminate on the basis of disability in admission to its public meetings. Persons

with a disability may request a reasonable accommodation such as a sign language interpreter, as well as request

this document in an alternative format, by contacting the ADA Coordinator Linda Hogan, E-mail Lhogan@azcc.g0v,

voice phone number 602/542-3931. Requests should be made as early as possible to allow time to arrange the

accommodation.
No. of publications: 1,date at publication: August 3, 2007.
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STATE OF ARIZONA Affidavit o f Publica tion
SS

COUNTY OF PINAL DONOVANM.KRAMER SR. first being duly swam

deposes and says: That he is a native bam citizen of the United States of
America, over 21 years of age, that he is publisher of the Casa Grande
Dispatch, a daily newspaper published at Casa Grande, Penal County,
Arizona, Monday through Saturday of each week, that a notice, a full, true
and complete printed copy of which is hereunto attached, was printed in
the regular edition of said newspaper, and not in a supplement thereto, for

_--- consecutive issues the first publication thereof having
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Affidavit o f Publica tion
STATE OFARIZONA

ss.
COUNTY oF P INAL DONOVAN M. KRAMER sR.

r

first being duly sworn
deposes and says: That he is anativebam citizen of the United States of

publisher of the Casa Grande
Pinar County,

eek: that a notice, a full, true
unto attached was printed in

supplement thereto, for
t publication thereof having

2007

IS P ATCH

W/ .4 9%
R.. Publisher

9907

PUBLIC NOTICE OFTHE HEARING ON THE APPLICATION OF SANTA CRUZ WATER
COMPANY ANDPALO VERDE UTILITIES COMPANY TO AMEND DECISION no. 68498

PURSUANT TO A.R.S. SECTION 40-252 DOCKET nos. W-03576A-07-0305E TA L
On February 23, 2006, the Arizona Corporation Commission ("CoMmission") issued Decision.No. 68498

which granted Santa Cruz Water Company, LLC ("Santa Cruz") and Palo Verde Utilities Company, LLC
("Palo Verde") (collectively, "Global Utilities") an Order Preliminary ("Order"). Pursuant to the Order, Santa
Cruz was toile a copy of the Arizona Department of Environmental Quality ("ADEQ") Approval of
Construction ("AOC") for the proposed water line interconnection by December 31, 2006. Further, Palo
Verdewas ordered to file a copy of the ADEQ AOC for the sewer line interconnection by December 31
2006. On March 20, 2007, the Commission's Utilities Division Staff ("State") filed a memorandum
requesting that the above-referenced dockets be administrativelycloseddue to Global Utilities' failure to
timely comply with Decision No. 68498. On May 21, 2007, Global Utilities filed an Application to Amend
Decision No. 68498. The Commission's Utilities Division Staff has not yet made a recommendation
regarding Global Utilities' application, andtheCommission is not bound by the proposals made by the
Global Utilities, Staff, or any interveners. The Commission will issue a decision regarding Global Utilities
application following consideration of testimony and evidence presented at an evidentiary hearing. Copies of
the application are available at the Global Utilities'offices at 21410 North 19"' Avenue, Suite 201, Phoenix
Arizona 85027 and the Commission's offices at 1200 West Washington, Phoenix, Arizona, for public inspect
son during regular business hours and on the internet via the Commission website (www.azcc.gov) using the
e-docket function

The Commission will hold a hearing on this matter beginning September 25, 2007, at 10:00 a.m
at the Commission's offices, 1200 West Washington, Phoenix, Arizona. Public comments will be
taken on the first day of the hearing. Written public comments may be submitted via email
(visit http1//www.azcc.gov/utility/cons/index.htm for instructions), or bY mailing a. letter referencing Docket
Number W-03576A.07-0-05ET AL., to: Arizona Corporation Commission, Consumer Services SectiOn
1200 West Washington, Phoenix, AZ 85007

The law provides for an open Public hearing at which, under appropriate circumstances, interested parties
may intervene. Any person or entity entitled by law to intervene and having a direct and substantial interest in
the matter will be permitted to intervene. If you would like to intervene, you must file a written motion to
intervene with the Commission, and you must send copies of the motion to the Company or its counsel, and
to all parties of record in the case. Your motion to intervene must contain the following

1. Your name, address, and telephone number, and the name, address, and telephone number of
any party upon whom documents are to be served in your place, if desired
A short statement of your interest in the proceeding (e.g., 'a customer of the Company, a
shareholder of the Company, etc.)
A statement certifying that a copy of your Motion to intervene has been mailed to the Company
or its counsel and to all parties of record in the case

The granting of motions to intervene shall be governed by A.A.C.R14-3-105, except that all motions to
intervene must be filed on or before September 7, 2007. The granting of intervention, among other things
entitles a party to present sworn evidence at hearing and to cross-examine other witnesses. However, failure
to.intervene will not preclude any customer from appearing at the hearing and making a statement on such
customer's own behalf

If you have any questions about this application, you may contact the Company at 623-580-9600. If you
wish to.file written comments on the application or want further; information on intervention you may contact
the Consumer Services Section of the Commission at 1200 W. Washington St., Phoenix, AZ 85007
or call 1-800-222-7000

The Commission does not discriminate on the basis of disability in admission to its public meetings
Persons .with a disability may request a reasonable accommodation such as a sign language interpreter, as
well as request this document in an alternative format, by contacting the ADA Coordinator Linda Hogan
E-mailLhogan@azcc.gov, voice phone' number 602-542-3931. Requests should be made as early as possible
to allow time to arrange the accommodation

2.
ilQand for the County

No. of publications: 1: date d publlcalionz July a0, 2007
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ARIZONA DEPARTMENT
O F

ENVIRONMENTAL QUALITY

,pf-KAR

Janet Napollrarno
Governor

1110 West Washington Street Phoenix , Ar izona 85007
(602) 771 -2300 » www.azdeq.gov

Stephen A. Owens
Dlrector

EXHIBIT

July 24, 20007

Scott Lee, P.E.
Engineering Manager
Global Water
21410 North 19"' Avenue
Suite 201
Phoenix, Arizona 85027

Global Water-Santa Cruz Water System Interconnection with Sonoran Utilities

De a r Mr. Le e :

This is in response to your letter dated July 24'*', 2007, and repeats 'm a letter form our e-mail of
March 6"', 2007.

An "Approval to Construct" is not reqLulred for the construction work of water interconnections
between 387 DWID and Global-Santa Cruz Water Company because the total project cost was
less than $50,000, the plans were prepared under the supervision of a State registered
professional engineer (P.E.), the construction was supervised by a P.E., and the construction was
not for a subdivision. This is pursuant to Arizona Administrative Code (A.A.C.) R18-5-505.B.3 .
It follows that an AOC ("Approval of Construction") is adsonot required.

Please  ca ll me a t 602-771-4671 if you have  any questions.

S ince re ly,

Janek Desai, Manager
Engineering Review Unit
Water Quality Division

Northern Regional Offlce
1801 w. Route 66 Suite 117 Flagstaff, AZ 86001

(928) 779-0313

Southern Regional Office
400 West Congress Street Sulte 433 Tucson. AZ 85701

(520) 628-6733

Re:

printed on recycled paper



CONSTRUCTION AUTHORIZATION
FOR A SEWAGE COLLECTION SYSTEM

TYPE 4.01 GENERAL PERMIT

387 Improvement District Connection to
Palo VerdeUtilities IProject Name:

»-...Q--1

».---1

Pina]Coup |Applicant Information :

20070233ADEQ File No.Name
Graham Symmonds
Global Water - PaloVerde Utilities, LLC

Address 22601 North 19"' Avenue, Suite 210

Phoenix, AZ 85027 43834LTF #I I
Project Type(s)

X Gravity

Lia Station

ForceMain

Other:

Project Description: Install a new 5' discharge manhole and 10 LF of 24" diameter sewer to
intercept How from a 387 District force main and discharge to an existing gravity sewer
manhole in the Palo Verde Utility Co. sewer system.

Project Location: This project is located along Bowling Road alignment.

9.0 MGD
Treatment Facility
Permitted Design Flow:WWTP Name: Palo Verde Utilities Co., LLC

Design Documents Approved
for Construction

105228 03/07/07
System Capacity
Affirmation Date:APP NumberDocument

Notice of Intent to
Discharge

Site Plan

_.Qaje.._ .. _

03/08/07
Sewage Collection System
Capaci Atltirnnation Date: 03/03/07

02/20/07

23

.L9¢£i94.9f.1?Qwns$r¢am_¥8n5! o!§y§t¢a1.£r°p.Qs=§§=\:=in=._ _ _ __ ._ _ _ _ _ _ _ _ _ _ ..-_ _

MMI S 1Range 3 E SectionTownship MDesign Plan 02/20/07

Latitude 33° 37a N02'
Operation 8:
Maintenance Plan N/A

Longitude 52" w112° 01'

Description of Area Served by Project:

5

Construction Authorization: This Construction Authorization is issued in accordance with Arizona Administrative Code (A.A.C.)
Title 18, Chapter 9, Article 3, Pan A, Section A301. The applicant is authorized to construct the facility at the location specified
herein under terms and conditions of the requested general permit and applicable requirements of Arizona Revised Statutes Title 49,
Chapter 2, and A.A.C. Title 18, Chapter 9. The applicant has two years from the approval date of this document to complete
construction and submit the applicable verification docutnents specified 'm A.A.C. R18-9-E30l(E). Construction shall conform
with the appt red design doom

_,,»4 . . . ,~" '
ah; S/cyl I91%

Date
Manager, Drinking Water & Wastewater Engineering Review

Title/AAKwa 1 1re, P.E.

EXHIBIT A-5 E X H IB IT
*.

I
/* \

I

I

Arizona Department
of Environmental Quality

ADEQ

I

Reviewer: ASB
ERP: 0720480

REVISED MARCH 2006

1110 WEST WASHINGTON, pHoEnix, AZ 85007
WWW.AZDEQ.GOV



EXHIBIT A-6
EXHIBIT

Arizona  Departm ent o f Environm enta l Qua lity
Drinking Wa te r Monitoring a nd P rote ction Unit

1110 W. Washington S tree t, 5415B-1
P hoe nix, AZ 85007

Drinldng Water Compliance Status  Report

Public Water System Name: San_ta Cruz Water Co.

Public Water System ID #: _11-131

Pub lic  Water Sys tem Type: [X] Community [] Non-transien; Non-community [] Transient Non-community

Overall Compliance Status : [X] No Ma jor De ficiencie s [] Ma jor De ficiencie s

Monitoring and Reporting Status : [X] No Ma jor De ficiencie s [] Ma jor Deficiencie s

Comments :

Operation and Maintenance Status:
Comments:

[X] No Ma jor De ficiencie s [] Ma jor De ficiencie s

Major unresolved/ongoing operation and maintenance deficiencies:
[] unable  to mainta in 20psi
[] cross connection/backflow problems
[] treatment deficiencies
[] certified opera tor

[] inadequate storage
[] surface water treatment rule
[] approva l of construction
[] othe r

Date of last inspection / sanitary survey: _9-6-07_

Administrative Orders:
Is an ADEQ administrative order in effect?
Comments:

U Yes [X] No

System information:

Number of Entry Points  to the  Distribution System 1_ Number of Sources 4

Population Served 39367 Service Connections 14689 Initia l Monitoring Ye a r 2003

Evaluation completed by: Jim Puckett, Environmental Health Specialist II

Phone: 602-771-4649 Date: 9-6 -07

Based upon data submitted by the water system, ADEQ has determined that this system is currently delivering water that meets
water quality standards required by Arizona Administrative Code, Title  18, Chapter 4. This compliance status report does not
guarantee the water quality for this system in the future. This compliance status report does not reflect the status of any other
water system owned by this utility company.
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FROM:

W

Ernest G. Johnson
Director
Utilities Division

Aus 2 8 2007
AZ CORP COMMISSION

DOCKET CONTROL

DATE: August 28, 2007

LEGAL Dlv.
ARiz. CORPORATION COMM\SS\0N

PALO VERDE UTILITIES  COMPANY ... DOCKET no. sw- 03575A-05-0307
S ANTA CRUZ WATER COMP ANY DOCKET no. W-03576A-05-0307
REQUEST FOR MOTION FOR EXTENSION OF TIME

His tory

In Decision No. 68448, dated February 2, 2006, the Arizona Corporation Commission
('A.C.C." or "Comlnission") 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."

"an amended Penal County Franchise Agreement for the extensionarea.
77

c)

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. .

44

TO:

RE:

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

RECEIVED
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Docket Control Center
August 28, 2007
Page 2

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 tiling 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 in&astructure 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 mill ion
constructing facilities to serve" die area relating to Decision No. 68448.

DAW S - 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 Penal 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 die franchise".

S ta ff Re vie w

Alter rev iewing the appl icat ion and conducting discussions wi th the Companies'
representatives, Staff does not object to the proposed extensions of mc as outlined on page 1 of
this memorandum.

Main Extension Agreements - As dev elopment  slows in the area,  the t im ing 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 mle, 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 &om 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 Pinar County Franchise
Agreement in the first quarter of 2006, immediately alter 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 Febniaty 2,
2007.

Staff made inquiry to the Company about the timeframe of the Franchise Agreement's
application. In an August 27, 2007 phone conversation, MI. Tim Sabo, company counsel,
explained that while the franchise application was not filed as early as the DAWS application, the
Penal County Board of Supervisors has now given public notice that died will hear the matter on
September 19, 2007. He further stated that the timing of Bling the franchise agreement was
primarily driven by the general slowdown in development activ ity in the area. Based on the
conversation with Mr. Sabo and the pending rev iew 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 M M Extension Agreement and
December 31, 2007 for the DAWS and Franchise Agreement. Staff therefore, recommends that
the tirnef ilames for compliance with these Commission requirements be extended to those
respective dates.

EGG:BKB:lhm

Originator: Brian K. Bozzo

Attachments
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DOCKET NOS |

PALO VERDE UTILITIES COMPANY
SANTA CRUZ WATER COMPANY
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. Keeley
Chief Counsel, LegadDivision
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Ernest G. Johnson
Director, Utilities Division
Arizona.Coxporation 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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I N  T H E  M AT T E R OF THE APPLICATION OF
P AL O V E R D E  U T IL IT IE S C O M P A N Y  F O R  A N
E X T E N S I O N  O F ITS  EXIST ING CERTIF ICATE
OF  C ON V E N IE N C E  AN D N E C E S S I T Y

Docket No.  SW -03575A-05-0307

10 Docket  No.  W -03576A.05-0307

MOTION FOR EXTENSION OF TIME

15

16

17

18

19

20

21

22

23

24

25

26

27

Palo Ver de Ut i l i t ies  Company and Sant a Cr uz  W at er  Company ( c ol lec t ively ,  "G lobal

W ater")  respectfully submit  this  mot ion for  extension of  t ime. Under Decis ion No. 68448 (Feb. 2

2006) ,  Global W ater  had unt i l  February 2,  2007 to complete several i tems,  inc luding:  (1)  f i l ing

bully executed main extens ion agreements  for  Phase I,  (2)  obtaining an amendment  to Global

W ater 's  Designat ion of  Assured W ater  Supply ( "DAW S") f rom the Ar izona Department  of  W ater

Resources ("ADW R"), and (3) obtaining an amended Pinal County franchise covering the relevant

Global W ater requests that the due dates for each of these items be delayed until December

31, 2007. In support of this motion, Global W ater states

(1) Main Extension Agreements. Due to a s lowdown in development  ac t ivity in this

area of  P inar  County,  main extens ion agreements  have not  been executed. Typically,  such

agreements  are not  executed unt il development  is  ready to proceed However ,  Global W ater  has

taken extens ive ac t ions  in the area to prepare for  development .  Global W ater  has  ins talled the

necessary backbone inNastructure. In addit ion, the W ater Reclamation Facility for this area is near

complet ion,  and should be complete by in Apr il or  May of  2007.  In total,  Global W ater  has spent

area.



1 more than $18 million constructing facilities to serve this area Based on conversations with

2 developers, Global Water believes that the Phase I main extension agreements can be filed by

3 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

5 more than a year to obtain an "administrative completeness" determination from ADWR. A copy

6 of this determination is attached as Exhibit A. Global Water does not anticipate any substantive

7 difficulties in obtaining the DAWS. However, several further steps are needed before the final

8 DAWS can be issued. Accordingly, Global Water requests that the due date for tiling the

9 amended DAWS be extended until December 31 . 2007

10 (3) Franchise Due to the slowdown in development activity, and the pressing

l l workload facingPinar County, Global Water did not seek a franchise amendment for this area. As

12 development is now closer at hand, Global Water recently submitted the required franchise

13 application, which is attached as Exhibit B. Global Water does not expect any difficulties in

14 obtaining theFranchise

15 WHERBFORE, Global Water requests an that the due dates for the following items be

16 extended until December 31, 2007: (1) tiling Mly executed main extension agreements for Phase

17 I ; (2) obtaining an amendment to Global Water's Designation of Assured Water Supply

18 ("DAWS") from the Arizona Department of Water Resources ("ADWR"), and (3) obtaining a

19 amended Pinal County tianchise

20 RESPECTFULLY SUBMITTED this 2nd day of Febmary 2007

ROSHKA DEWULF & PATTEN. PLC

By
4»**~°v=>&5~l~§/

Timothy J. Sato
Michael W. Patten
One ArizonaCenter
400 East Van Buren Street,Suite 800
Phoenix. Arizona 85004
(602)256-6100

~] \
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2

Original + copies of the foregoing
filed this day of Febxuary 2007, with:

Docket Control
ARIZONA CORPORATION COMMISSION
1200 West Washington
Phoenix, Arizona 85007

3

4

5

6.

7

8

9

1his8"£ day of February 2007,
Copies of the foregoing hand-delivered/mailed

to:

Yvette Kinsey, Esq.
Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

10

048
488

Christopher C. Kempley, Esq.
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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4 8z §"§
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°8< 4.
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888888
8§88§8

3
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12

88" 13

14

15
E
=8 16

Ernest 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

19

20

2 1

22

Karen L. Peters, Esq.
Squire Sanders &. Dempsey, L.L.P.
Two Renaissance Square
40 North Central Avenue
Suite 2700
Phoenix, Arizona 85W4-4498

23

24

25 7
A

26

27

1 7

18
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RECElVEUROSHKA DEWULF & PATTEN. PLC
ATTORNEYS AT LAW
ONE ARIZONA CENTER
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SUITE B00
PHOENiX. ARIZONA 85004
1 rLErHONE nn 602-256-6100
FACSIMILE 602-256-6800
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AZ CDR? CONFJSSIUN
DOCKET CONTROL

May 18, 2007
Arizona Comoralion Gommission

DO CKET ED

MAY 18 zmwMs. Bless'ulg N. Chukwu
ExecutiveConsultant I I I
Utilities Division
Arizona CorporationCommission
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-03577A-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 &om developers explaining why the developments have been delayed
and demonstrating their continued need for service. On Mach 21, 2007, the Global Utilities
filed letters from the followingdevelopers

Trend Homes. Inc
JEKE Group, LLC
Amarillo Creek. LLC
Amarillo Marketplace, LLC
Amarillo South Creek. LLC
Picacho Landing Equities, LLC

On March 28, 2008, the Global Utilities filed additional letters from the following developers



(

RQS HKA DEWULP  21' P A'rI18n

Ms. Blessing N. Chukwu
May 18, 2007
Page 2 of 3

Amarillo & Papago Investlnents, LLP
JI-IC Amarillo 3,LLP
Pecan Woods, LLC
Miller & White 815, LLP

Since that time, the Global Utilities havereceived the following additional letters:

Pinad 347, LLC
Langley Farm Investments, LLC
Hidden Valley Ranch I, LLC and Hidden Vadiey Ranch II, LLC
Shea Homes Limited Partnership
Vineyards, LLC

Each of these letters is attached. Each of these developers confines 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 3 l , 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 tile the Designation of Assured
Water Supply and the Pinar County Franchise be extended until December 31, 2007.

As shown on the attached spreadsheet, the Global Utilities have received letters Nom 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 Statler'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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RQSHKA DEWULF 8: PATTEN

Ms. Blessing N. Chukwu
May 18, 2007
Page 3 of 3

Please let us know if Staff has any further questions.

Very truly yours,

.7
o

Timothy J. Sato

TJS:da

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



0

EXHIBIT A-8 .. i. EXHIBIT

n

PINAL COUNTY
BUDGET & RESEARCH
DIVISION OF SPECIAL SERVICES

HECENEQ
18\;: \75 SEP 1 20072

September 20, 2007

Mr. Graham S. Simmonds, SVP
Global Water Resources
21410 North 19"' Avenue, Suite 201
Phoenix, AZ 85027

RE: P ALO VERDE UTILITIES  COMP ANY & S ANTA CRUZ WATER COMP ANY
WAS TEWATER & WATER UTILITY FRANCHIS E EXP ANS IONS

Dear Mr. Simmonds:

The Penal County Board of Supervisors approved the wastewater and water franchise expansions
for Palo Verde Utilities and Santa Cruz Water Companies on 9/19/07; Please have the enclosed
Acceptance of Expanded and Amended Franchise forms signed and return them back to me. In
3 to 4 weeks, I will send you a signed and recorded copy of the Franchise expansion agreements.

If you have any questions, please contact me at (520) 866-6206.

S ince re ly,

4179. /}*\*1@»¢¢ w
Gary D. Adina
Special Service Administrator

Enclosures

POST OFFICE BOX 827 I 31 n. PINAL ST.| FLORENCE, ARIZONA 85232 U PHONE (520) 866-6206 FAX (520) 866-6884 TDD(520) 866-6379



ACCEPTANCE O F EXPANDED AND AMENDED FRANCHISE

Board of Supervisors Pinal County, Arizona

Grantee, Palo Verde Utilities Company, LLC, an Arizona limited liability company, does hereby
accept the September 19, 2007, grant of Second Amended Franchise Hom Penal County, Arizona,
to construct, operate, and maintain sewer lines and related Fixtures along, under and across present
and future public streets, alleys and highways, except state highways, within the unincorporated area
of Penal County, Arizona, as described in the Application, which is made a part hereof

Grantee unconditionally accepts the franchise and covenants to faithfully comply with, abide by, to
observe and perform all the provisions, terms and conditions of the Second Amended Franchise.
Grantee accepts such provisions, terms and conditions and expressly waives any and all objections to
the reasonableness or legality of any provisions of the same or any part thereof, or as to the legal right
or authority of the County sPinal to impose the same.

Grantee declares that the statements and recitals in said Second Amended Franchise are correct, and
Grantee declares it has made and does make the agreement, statements and admissions in said Second
Amended Franchise recited to have been or to be made by Grantee.

Dated this 2 4 da y of S e,lpl'¢'/»-L>"*' 2007.

Palo Verde Ut

Title : STU P

company, LLC /

- r cy

Q,»lcJt=~ J/3 4' Q~;wt4lll~c9

STATE OF ARIZONA )
) ss.

)County of MUM Co P F*

9The foregoing instrument was acknowledged before me this <3 I day of3€,P'i`9'4 Yf`

2007, by (>faiw~\5ymm»nJ$ I
Arizona lilnuited liability company, and being authorized to do so, executed the foregoing instrument
on behalf of the limited liability company for the purposes therein stated.

/if .
Notary PU

,SVP 4/Nfl/8143 +821 llvvw of ?alo\!4Zr¢1(' LH11 4h45 G**"°"¥ [LC an

To:

My Commission Expires: M49 L r)  80M

.s

MM! M. slsvwnsranr
Mainly Pdbllc »Acliono

Moflcopa County
w¢ ¢ m n ¢ m m o n 1 , m \

9
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ACCEP TANCE OF EXPANDED AND AMENDED FRANCHISE

Board of Supervisors Pinal County, Arizona

Grantee, Santa Cruz Water Company, LLC, an Arizona limited liability company, does hereby accept
the September 19, 2007, grant of a Second Amended Franchise Nom Pinal County, Arizona, to
construct, operate, and maintain domestic water system, lines and related fixtures along, under and
across present and future public streets, alleys and highways, except state highways, within the
unincorporatedareasPinal County, Arizona, as described in the Application,which ismade apart

hereof

Grantee unconditionally accepts the iianchise and covenants to faithiiilly comply with, abide by, to
observe and perform all the provisions, terms and conditions of the Second Amended Franchise.
Grantee accepts such provisions, terms and conditions and expressly waives any and all objections to
the reasonableness or legality of any provisions of the same or any part thereof; or as to the legal right
or authority of the County of Pinal to impose the same.

Grantee declares that the statements and recitals 'm said Second Amended Franchise are correct, and
Grantee declares it has made and does make the agreement, statements and admNsions in said Second
Amended Franchise recited to have been or to be made by Grantee.

Dated this ZA day of Sq:
s 2007.

Santa Cruz Wat Company, LLC

By: 8~ M m 881 4

Title: So? S>.-»3ui¢Jw~3 A94 C; ( ' \ , ; \ »

S TATE OF ARIZONA )
)
)

ss.

9

County of Mp\{{_\ w p fl

The foregoing instrument was acknowledged before me this 811 day of iqt l f fwbef

2007, by @f¢.l'\arn `5vmrnornls , 5\1P geyldwrffél\m *@D"0luvw¢o f f/ilflfnz We @fwvf-;49 an

Arizona limited liability company, and being auth sized to do so, executed the foregoing instrument
on behalf of the limited liability company for the purposes therein stated.

lltnw
l  l

-r

Notary Public
DEN\SE m. SlEVWRlGHT

notary Public - Arlina
Mcrlcopo County

Mvc¢mm.Elpll85MGyI7,20J\

To :

My Commission Expires: M a y W 620 i l
~° wunr."»ul . , | m ~l111l w

W
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Mike Gleason, Chairman
william A. Mundell
Jeff Hatch-Miller
Kristin K. Mayes
Gary Pierce

AZ CORP Col*1F*€lssIon
DOCKET CONTROL

Docket No. SW-03575A-07-0305IN THE MATTER OF THE AP P LICATION OF
S ANTA CRUZ WATER COMP ANY AND P ALO
VERDE UTILITIES  COMP ANY TO AMEND
DECISION NO. 68498 PURSUANT TO A.R.S .
SECTION 40-252.

Docket No. W~03576A-07-0305

COMMENTS TO STAFF REPORT

1

2

3

4

5

6

7

8

9

10

11

12 Santa Cruz Water Company and Palo Verde Util ities Company (collectively, "Global

13 Utilities") respectfully file these comments to the Staff Report.

14

15 The issue in this case is whether to re-instate the order preliminary covering the areas

16 currently served by the 387 Districts. The Global Utilities currently serve as the manager and

17 operator of  the 387 Districts, but the Global Uti l i t ies propose to bring dies area under the

18 Colrmlission's authority by adding it to their existing CC&Ns. The public interest strongly favors

19 such a re-instaternent because it will bring Commission oversight to the services provided to the

20 thousands of customers in this area. Staff recommends denial because the Global Utilities are

21 technically out of compliance in another docket, due to some matters that are die subject of a

22 pending motion for extension of time. However, separately, Staff has recommended that this

23 motion for extension of time be granted, which would cure the compliance issue raised by Staff

24 Staff also raised a technical issue about the adequacy of Santa Cruz's production capacity. Staff" s

25 concern is misplaced because it seeks to extend potable water standards to non-potable irrigation

26 services.

27

I . Preliminarv Statement.
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Overview.

On February 23, 2006, the Commission issued Decision No. 68498 (die "Order

Preliminary") which granted the Global Utilities an order preliminary for die areas sewed by the

387 Domestic Water Improvement District and the 387 Wastewater Improvement District

(collectively, the "387 Districts"). The Global Utilities currently serve as the managers and

operators of the 387 Districts. They took over that role in response to a crisis involving the 387

Districts.

Many parts of northern Pinal County faced extraordinary growth over the last few years.

Unfortunately, the 387 Districts were not able to cope with this growth. The 387 District's

difficulties created a crisis situation.' At the request of state and local officials, die Global

Utilities resolved this crisis by interconnecting their systems to the systems of the 387 Districts.

The Commission found that "the Companies have been placed in a unique situation

because they were asked to intercede in an emergency situation to continue water and wastewater

services to customers in the extension area...."2

the emergency situation, Palo Verde and Santa Cruz interconnected their systems with the 387

Districts in order to continue water and wastewater service to the customers in the proposed

extension area."3 Although these interconnections were made with the knowledge and approval of

Me Arizona Department of Environmental Quality ("ADEQ") and in accordance with good

engineering and operations practice, due to the emergency nature of the work, approval permits

were not obtained. Therefore, the Commission ordered the Global Utilities to file ADEQ

Approvals of Construction ("AOC") for the water and wastewater interconnections.

On January 2, 2007, the Global Utilities filed a motion for extension of time concerning the

AOCs. Staff then verbally advised the Global Utilities that Staff believes that motion for

extensions of time are not permitted for Orders Preliminary. Staff recommended that the Global

The Commission also stated that as "a result of

1 See Order Preliminary at Finding of Fact No. 37.
2 Order Preliminary at Finding of Fact No. 42.
3 Order Preliminary at Finding of Fact No. 37.

2
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3

4 Preliminary.

5 ADEQ has advised the Global Utilities that no AOC was needed for the water

6 interconnection. Thereafter, ADEQ issued the AOC for the wastewater interconnection. Because

7 no AOC is needed for the water interconnection, and because the AOC for the wastewater

interconnection has already been issued, the Global Utilities request that the Order Preliminary be

amended to eliminate the AOC requirements. Again, the interconnections were made with the full

ADEQ's delay in issuing the AOC should not deprive

1

2 P re limina ry. The  Globa l Utilitie s  a gre e d to do s o. Accordingly, the  Globa l Utilitie s  file d this

case , a sking tha t the  AOC deadlines  be  e limina ted, which would se rve  to re ins ta te  the  Orde r

858 of
D-4

388898
3 .8

385888

»=8 §

8

9

10 knowledge and approval of ADEQ.

11 customers in this area of the Commission's protection and oversight.

The Commission found that "issuance of an Order Preliminary brings the extension areas

under Commission jurisdiction which will allow for continued oversight by the Commission that

all requirements are met prior to the issuance of a final Order."4

12

13

14

15

Amending the Order Prelimlmary

to eliminate the AOC requirements will allow the Commission to preserve these benefits.

The public interest strongly supports re-instating the Order Preliminary.

Although the Global Utilities can continue to operate as the managers of the 387 Districts

indefinitely, died strongly prefer to include these areas in their CC&Ns, so that these areas fall

under the jurisdiction and protection of the Commission. The Global Utilities are ultimately

owned by Global Water Resources, LLC ("Global Parent"). Global Parent's business model is to

own regulated utilities, rather than to operate unregulated utility businesses. The Global Utilities

111 .16

17

18

19

20

21

22

23

24

25

26

27 4 Order Preliminary at page 11.

believe that the customers in die 387 District areas deserve the same protections and rights that

drear odder customers have. Accordingly, the Commission should act to re-assert its jurisdiction

over diesel areas by re-instating the Order Preliminary.

3
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IV.

3 Orde r P re limina ry. Ins te a d

4 complia nce  is s ue

5 Globa l Utilitie s  obta in: (2) a Designation of Assured

and (3) a Penal County Franchise. For various reasons, most notably

those items have been delayed. The

9 On August 28, 2007,

11

EI <08

Sal
13 issue may be moot by the time of the hearing.

14

a nd if it is  gra nte d, the

The  S ta ff Report in this  case  acknowledges tha t S ta ff" s

Thus , this

re quiring the  Globa l Utilitie s  to ke e p

More ove r, this  pe na lty would fa ll

who would re ma in outs ide  the  Commiss ion's  prote ction.

'g §

3 88
<8
W'

capacity. any event, Staff concludes that this

that are under-way and wil l  soon be completed.

1 Compliance Issue.

2 Staff did not address the broader public interest issues discussed both above and in the

, their recommendation for denial is based on a compliance issue. The

involves Decision No. 68448, which required, among other things, that the

(1) main extension agreements for Phase I;

6 Water Supply ("DAWS");

7 the overall decline in the rate of development of raw land,

8 Global Utilities filed a motion for extension of time regarding those items on February 2, 2007.

Staff filed a Staff Report recoxmnending that the motion for extension of

10 time be granted. There has been no opposition to the extension of time,

Global Utilities will be in full compliance.

12 recommendation should be re-evaluated if the motion for extension of time is granted.

But if it is not,

an unregulated revenue stream seems like an ill-fitting penalty.

15 heaviest on the 387 District's customers,

16 V. Capacity Issue.

17 The engineering memo attached to the Staff Report asserts that Santa Cruz lacks adequate

18 The Global Utilities respectfully disagree. In

19 problem will be resolved by two projects

20 Accordingly, this factor did not affect Staffs analysis.

21 The two projects mentioned by Staff are:

22 Mirage, and (2) a 2,800 gallons per minute well at Rancho Mirage.

23 has been completed and Santa Cruz is awaiting final AOC documentation from ADEQ.

if diesel projects did not exist, Santa Cruz believes that it has adequate

25 "sold" volumes of the system - both potable and

Staff then applies a potable water capacity standard to conclude that the system lacks

The Global Utilities disagree with this approach for several reasons :

(1) a 3.5 million gallon storage tank at Rancho

In both cases, the construction

24 However, even

capacity. Staffs analysis is based on the total

26 non-potable.

27 capacity.

4
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1

2

3

1.

4

5

6

7

8

9

10

11

5 12

2.

"Pumped" volumes more accurately reflect the demand of the system. Employing

"sold" volumes as a determination of capacity ignores the differences in billing cycles,

account establishment and fluctuations in accounting for overages and underages which

can skew the data.

Staff's analysis does not differentiate between true potable demand, and other demands

(construction, irrigation, etc). Delivery of raw water to customer-owned storage

impoundments allows greater flexibility in delivery, so that the non-potable water

system does not have to be able immediately meet peak demand, as is die case with the

potable water system.

§

§§§3§$OQ§rn03 1 3

'SQp234. o 14

16
1 7

1 8

1 9

20

2 1

22

Santa Cruz's potable water system has more than enough capacity to meet potable demand.

The Global Utilities make a point of ensuring that they stay well ahead of growth thorough

rigorous planning. A summary of Santa Cruz's potable water capacity and demand is attached as

Exhibit l. As can be seen, during the peak month, Santa Cruz had 14,225 customers, who used an

average of 386 gallons per day. Thus, the peak month demand is 5,490,850 gallons. Santa Cruz's

current well capacity is 7,400 gallons per minute (rpm), which can produce more than 10.6 million

gallons per day. ADEQ calculates "firm capacity" by eliminating the largest water source, to

ensure the system can withstand an unanticipated failure. Santa Cruz's largest well is 2,300 rpm,

leaving 5,100 rpm of firm production, which can produce more than 7.3 million gallons per day.

This is substantially more than the peak month demand of 5.4 million gallons. Moreover, Santa

Cruz also has 4 million gallons of storage. Thus, total daily capacity (storage + firm production) is

11.3 million gallons, against a demand of only 5.4 million gallons.

V I. Conclusion.

For these reasons, the Global Utilities respectfully request that the Order Preliminary be re-

instated as described above.

23

24

25

26

27

4.

5
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1 RESPECTFULLY SUBMITTED this  17"' day of September 2007.

2 ROSHKA DEWULF & PATTEN, PLC

3

4
By

5

6

7

\m~%$MM
Michael W. Patten
Timothy J. Sato
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
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9 Original + 15 copies of the  foregoing
filed this  17'" day of September 2007, with:

1 0

U
1 1 Docket Control

AR1ZONA CORPORATION Comlvnsslon
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Lyn A. Farmer, Esq.
Chief Adminis tra tive  Law Judge
He a ring Divis ion
Arizona  Corpora tion Commission
1200 West Washington
Phoenix, Arizona  85007
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19

20

Christopher C. Kempley, Esq.
Chief Counse l, Lega l Divis ion
Arizona  Corpora tion Commission
1200 West Washington
Phoenix, Arizona  85007

2 1

22

23

Ernest G. Johnson, Esq.
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

24

25

26 By M .
27
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2007

NUMBER OF
CUSTOMERS

POTABLEGALLONS
SOLD

(Thousands)

POTABLE GALLONS
PUMPED

(Thousands)

GALLONS

PURCHASED

(Thousands)

JULY 1159" 110,803 139,54C

AUGUST 11783 146,114 134l32(

SEPTEMBER 11971 145,65C 128,431

OCTOBER 12424 112,114 130 38'

NOVEMBER 12577 110.728 119.29C

DECEMBER 12744 108,681 106,458

J ANUARY 12sar B5,25E 94,053

FEBRUARY 12955 s4,4ee 891493

MARCH 13246 73,753 115,932

APRIL 1 sear 115,541

115,00.

124.5ze

147.187
MAY 1383:

JUNE 1422= 157,957 183_25C

JULY 1448c 181,775 151,337

1,557,B4" 11695,202 c

1 sa,25(
14225

AC
SBE

4
2a00
7400

Water Use Peak Month (June):
Number of Conrxeclions Peak Month
Number of Days Peak Month
Average Daily Water Use Peak Month(galloway-serv
Existing storage (MG)
Larges\ producing well source (rpm)

oral el\ source production (Potable)

Y

v
I

vs ¢

1/

Santa Cruz W ater Company
Potable W ater Use Data

TOTALS - )

Average Da\IyDemand 4280.813507

Potable flows include residential and commercial, as well as allpotablepumped for construction, lake, and HOAlirriga!lon
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NUMBER OF
CUSTOMERS

POTABLEGALLONS
SOLD

(Thousands)

POTABLE GALLONS
PUMTED

(Thousands)

GALLONS

PURCHASED

(Thousands)
JULY 11593 110,803 139_54c

AUGUST 11793 148,114 134,32C

SEPTEMBER 11971 145,65C 128,431

OCTOBER 12424 112,114 1301385

NOVEMBER 12577 110,728 119_29C

DECEMBER 12744 108,681 106,452

J ANUARY 12835 53.256 941053

FEBRUARY 1295s 94,465 89,493

MARCH 13245 73,753 116,932

APRIL 13535 115.541

115.00.

124,526

1471187M A Y 13B3(

JUNE 14228 157,957 183125C

JULY 1448( 181.775 181,337

1.557,B4' 1,595,202 C

Water Use peak Month (June):
Number of ConnectionsPeak Month
Number of DaysPeak Month
Average Daily WaterUse peak Month(gal/day-serv

Existingstorage (MG)
Largest producing well source (rpm)
Total Well source production (Potable)

183,25C
14225

AC
386

4
2300
7400

II l

EXHIBIT A-10
e

EXHIBIT

4

'T'

Santa Cruz Water Company
Potable Water Use Data

4, IO.

I

TGTALS - - )

AverageDailyDemand 4280.813507

Polable flows includeresidential and commercial,as well asall potable pumped forconstruction, lake. and HOAhnrigation
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EXECUTIVE SUMMARY
P ALO VERDE UTILITIES COMPANY, L.L.C. AND

SANTA CRUZ *WATER COMPANY, L.L.C.
DOCKET nos. SW-03575A~07-0305 and W-03576A-07-0305

On May 21, 2007, Palo Verde Utilities Company, L.L.C. ("Palo Verde" or "Wastewater
Company") and Santa  Cruz Water  Company,  L.L.C.  ("Santa  Cruz" or  "Water  Company")
collect ively refer red to as  ("The Utilit ies") joint ly filed an applica t ion with the Ar izona
Corporation Commission ("ACC" or "Commission") to amend Decision No. 68498, pursuant to
A.R.S. Section 40-252.

Palo Verde and Santa Cruz are Arizona Limited Liability Companies ("LLCs"), in good
standing, and engaged in providing wastewater utility service to over 14,200 customers and
water utility service to over 14,600 customers, respectively, in portions of Pinal County, Arizona.
The Utilities were granted an Order Preliminary to the issuance of the Certificate of Convenience
and Necessity ("CC&N") for  the 387 Domest ic Water  Improvement  Distr ict  and the 387
Wastewater Improvement District (collectively, the "387 Improvement District") areas upon
completion of the requirements contained in Findings of Fact Nos. 24 and 34, in Decision No.
68498, issued on February 23, 2006, in Docket Nos. SW-03575A-05-0470 and W-03576A~05-
0470.

Pursuant to Finding of Fact No. 24b and 34b of Decision No. 68498, Santa Cruz was to
file a  copy of the Ar izona  Depar tment  of Environmenta l Quality ("ADEQ") Approval of
Construction ("AOC") for the proposed water line interconnection by December 31, 2006, and
Pa lo Verde was  to f i le a  copy of  the ADEQ AOC for  the sewer  l ine interconnect ion by
December 31, 2006, respectively. Neither Santa Cruz nor Palo Verde filed the required ADEQ
AOC widiin the time specified by the order. On March 20, 2007, and May 7, 2007, Staff filed
memoranda to close Docket Nos. SW-03575A-05-0470 and W-03576A-05-0470, pursuant to
Decision No. 68498. On May 8, 2007, the dockets were Administratively Closed. (See Decision
No. 69493.) The Utilities, albeit late, have tiled a copy of the AOC for the sewer interconnection
and a letter from ADEQ stating that AOC is not required for the water interconnection since the
construction cost is less than $50,000.

In the instant  applica t ion,  The Utilit ies  specifica lly request  tha t  the requirements
regarding filing the AOC from ADEQ be eliminated. The elimination of the AOCs will in
essence reinstate the Order Preliminary with the last requirement before the issuance of the
CC&N being the dissolution of the 387 Improvement Distr ict  by Pinal County. This last
requirement has no deadline. Pinal County plans to dissolve the 387 Improvement District after
certain litigation] involving the 387 Improvement District is resolved.

Staff recommends the Commission deny The Utilities' application to amend Decision
No. 68498. The Utilities are out of compliance with Commission rules and regulations and prior
Commission decision due to The Utilities' failure to comply with prior Commission Order, in
Decision No. 68448. The Utilities have a pending request for time extension to comply with the

1 See Findings of Fact Nos. 38 and 39, in Decision No. 68498
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de linque nt complia nce  re quire me nts . S ta ff be lie ve s  it is  not in the  public inte re s t to gra nt the
re lie f re que s te d until The  Utilitie s  a re  in complia nce  with the  Commiss ion.

Howe ve r, S ta ff will re cons ide r its  re comme nda tion if, by the  da te  of the  he a ring in this
ma tte r, The  Utilitie s  file  docume nta tion de mons tra ting tha t The  Utilitie s  ha ve  complie d with
De cis ion No. 68448.

In the  a lte rna tive , s hould the  Commis s ion de cide  to gra nt a n Orde r P re limina ry, S ta ff
recommends  tha t the  fina l CC&N not be  granted until:

1 . The  Utilitie s  a re  in  fu ll complia nce  with  De cis ion  No . 68448  o r g ra n te d  the ir time
extension.
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Pa lo Ve rde  Utilitie s  Compa ny, L.L.C. a nd Sa nta  Cruz Wa te r Compa ny, L.L.C.
Docke t Nos . SW-03575A-07-0305 and W-03576A-07-0305
P a ge  l

In tro d u c tio n

On Ma y 21, 2007, P a lo Ve rde  Utilitie s  Compa ny, L.L.C. ("P a lo Ve rde " or "Wa s te wa te r
Compa ny") a nd  S a nta  Cruz Wa te r Compa ny, L.L.C. ("S a nta  Cruz" or "Wa te r Compa ny")
co lle c tive ly re fe rre d  to  a s  ("Th e  Utilitie s ") jo in tly file d  a n  a p p lica tio n  with  th e  Arizo n a
Corpora tion Commis s ion ("ACC" or "Comnlis s ion") to a me nd De cis ion No. 68498, pursua nt to
A.R.S . Section 40-252.

On  J une  15 , 2007 , the  Commis s ione rs  vo te d  to  ha ve  a  he a ring  on  The  Utilitie s '
Applica tion to Amend Decis ion No. 68498, pursuant to A.R.S . Section 40-252.

On J uly 19, 2007, a  P roce dura l Orde r wa s  is s ue d in the  docke t s e tting the  proce dura l
schedule .

On Augus t 9, 2007, The  Utilitie s  provide d a dditiona l docume nta tion to s upport the ir
re lie f reques ted.

Background

P a lo Ve rde  a nd S a nta  Cruz a re  Arizona  Limite d Lia bility Compa nie s  ("LLCs ") in good
standing a rid engaged in providing wastewate r utility se rvice  to over 14,200 cus tomers  and wate r
utility se rvice  to ove r 14,600 cus torne rsz, re spective ly, in portions  of P ina r County, Arizona . The
origina l Ce rtifica te s  of Conve nie nce  a nd Ne ce ss ity ("CC8cN") for The  Utilitie s  we re  gra nte d by
the  Commis s ion in De cis ion No. 61943 (S e pte mbe r 17, 1999) a s  Arizona  Corpora tions . On
October 6, 2003, the  Commiss ion issued Decis ion No. 66394 which approved the  transfe r of the
CC&Ns  from the  Corpora tions  to  the  LLCs . The  Utilitie s  we re  gra nte d e xte ns ions  to the ir
CC&Ns in Decis ion Nos . 66394 (Octobe r 6, 2003), 67240 (September 23, 2004), 67830 (May 5,
2005), a rid  68448 (Fe brua ry 2, 2006). In  a dd ition , The  Utilitie s  we re  g ra n te d  a n  Orde r
P re limina ry fo r the  387  Dome s tic  Wa te r Improve me nt Dis tric t a nd  the  387  Wa s te wa te r
Improve me nt Dis tric t (co lle ctive ly, the  "387 Improve me nt Dis tric t") a re a s  in  De cis ion  No.
68498 (February 23, 2006).

The  Utilitie s  a re  wholly-owne d subs idia rie s  of Globa l Wa te r Re source s , LLC ("GWR").
GWR is  a  u tility hold ing  compa ny, forme d a s  a n  LLC, a nd is  e nga ge d in  the  bus ine s s  of
a cquiring  u tility compa nie s . Altoge the r,  GWR's  s ubs id ia rie s  p rovide  u tility s e rvice  to
approximate ly 36,000 cus tomers  in Arizona .

P a lo Ve rde  a nd S a nta  Cruz a re  curre ntly ce rtifica te d by the  Commis s ion to provide
was tewa te r and wa te r se rvice s  to approxima te ly a  30 squa re  mile  a rea  within the  corpora te  city
limits  of the  City of Ma ricopa , in northwe s t P ina r County, Arizona . The  Utilitie s  we re  gra nte d
an Orde r P re limina ry to the  issuance  of the  CC&Ns for the  387 Improvement Dis trict a reas  upon

2 The number of customers is as of August 15, 2007, and includes the 387 Improvement District customers.
Improvement District is the subj act of the instant application.

387
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Pa lo Verde  Utilitie s  Company, L.L.C. and Santa  CrUz Wate r Company, L.L.C.
Docke t Nos . SW-03575A-07-0305 and W-03576A-07-0305
Page 2

comple tion of the  re quire me nts  conta ine d in Findings  of Fa ct Nos . 24 a nd 34, in De cis ion No.
68498, issued on Fe brua ry 23, 2006, in Docke t Nos . SW~03575A-05-0470 and
W~03576A-05-0470.

The  387 Improvement Dis trict includes  approxima te ly 5,000 acre s  or seven and one -ha lf
(7.5) squa re  mile s , is  loca ted adj cent to The  Utilitie s ' exis ting CC&N a rea , comprise s  of seve ra l
ma s te r pla nne d communitie s , a nd include s  ove r 16,300 lots . The  387 Improve me nt Dis trict wa s
forme d in 2003 by the  P ina l County to provide  wa te r a nd wa s te wa te r se rvice s  to Ari a re a  which
The  Utilitie s  we re  not the n a ble  to s e rve . S onora n Utility S e rvice s  ("S onora n") contra ctua lly
ope ra te d the  387 Improve me nt Dis trict s ince  its  ince ption. On April 14, 2005, GWR took ove r
the  ope ra ting obliga tions  of the  387 Improve me nt Dis trict from S onora n a nd on June  15, 2005,
The  Utilitie s  acquired the  a sse ts  of the  387 Improvement Dis trict.

.

P ursua nt to Findings  of Fa ct Nos . 24b a nd 34b of De cis ion No. 68498, S a nta  Cruz wa s
orde re d to tile  a  copy of the  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") Approva l
of Cons truction ("AOC") for the  proposed wa te r line  inte rconnection by December 31, 2006, and
P a lo  Ve rde  wa s  to  tile  a  copy o f the  ADEQ AOC fo r the  s e we r line  in te rconne c tion  by
De ce mbe r 31, 2006, re spe ctive ly. Ne ithe r S a nta  Cruz nor P a lo Ve rde  tile d the  re quire d ADEQ
AOC within the  time  spe cifie d by the  de cis ion. Due  to The  Utilitie s ' fa ilure  to file  the se  re quire d
compliance  items , the  Orde r P re limina ry approved in Decis ion No. 68498 became  null and void.
O n  Ma rc h  2 0 ,  2 0 0 7 ,  a n d  Ma y 7 ,  2 0 0 7 ,  S ta ff file d  me mo ra n d a  to  c lo s e  Do c ke t No s .
S W-03575A-05-0470 a nd W-03576A-05-0470, purs ua nt to De cis ion No. 68498. On Ma y 8,
2007, the  docke ts  we re  Adminis tra tive ly Close d. (Se e  De cis ion No. 69493.) The  Utilitie s , a lbe it
la te , have  filed a  copy of the  AOC for the  sewer inte rconnection and a  le tte r from ADEQ s ta ting
tha t AOC is  not re quire d for the  wa te r inte rconne ction s ince  the  cons truction cos t is  le s s  tha n
$50,000.

In the  ins tant applica tion, The  Utilitie s  requests  tha t the  Commiss ion amend Decis ion No .
68498, purs ua nt to  A.R.S . S e ction 40-252. S pe cifica lly, The  Utilitie s  re que s ts  tha t the
re quire me nts  re ga rding filing the  AOC from ADEQ be  e limina te d. The  e limina tion of the  AOCs
will in e s se nce  re ins ta te  the  Orde r P re limina ry with the  la s t re quire me nt be fore  the  is sua nce  of
the  CC&N be ing the  dis s olution of the  387 Improve me nt Dis trict by P ina l County. This  la s t
requirement ha s  no deadline . P ina l County plans  to dis solve  the  387 Improvement Dis trict a fte r
ce rta in  litiga tions  involving the  387 Improve me nt Dis trict is  re s olve d. Accord ing  to  The
Utilitie s ' Augus t 9, 2007 re sponse  to S ta ff Firs t Se t of Da ta  Reques ts , "[r]ecently, Sonorant tiled
a  "Third Ame nde d Compla int" which a dde d ce rta in Globa l a ffilia te s  a s  de fe nda nts : (l) Globa l
Wa te r Re s ource s , LLC, (2) S a nta  Cruz Wa te r Compa ny, LLC, (3) Globa l Wa te r - S a nta  Cruz
Wa te r Compa ny, (4) P a lo Ve rde  Utilitie s  Compa ny, LLC, a nd (5) Globa l Wa te r - P a lo Ve rde
Utilitie s  Company. The  Globa l de fendants  answered denying a ll a llega tions  of wrong-doing."

3 See Findings  of Fact Nos . 38 and 39 in Decis ion No. 68498
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The  Wa te r S ys te m

Sa nta  Cruz ope ra te s  a  wa te r sys te m tha t cons is ts  of four drinking wa te r we lls  (ha ving a
combine d production ra te  of 7,400 ga llons  pe r minute  ("GP lVl")), four s tora ge  ta nks  (ha ving a
combine d ca pa city of 4,000,000 ga llons ), four pre s s ure  ta nks  (ha ving a  combine d ca pa city of
20 ,000  ga llons ) a nd  one  irriga tion  we ll. S a n ta  Cruz  ha s  a n  e xis ting  cus tome r ba s e  o f
a pproxima te ly 14,200 cus torne rs .4 The  Wa te r Compa ny curre ntly e xpe rie nce s  a n a ve ra ge
monthly growth ra te  of ove r 225 ne w conne ctions . S a nta  Cruz wa te r s ys te m doe s  not ha ve
a de qua te  production to s e rve  its  e xis ting ba s e  of cus tome rs . Howe ve r, S a nta  Cruz is  in the
proce s s  of comple ting the  following pla nt a dditions : (1) a  3,500,000 ga llon Ra ncho Mira ge
s tora ge  ta nk sys te m which the  Wa te r Compa ny e xpe cts  will be  in se rvice  by Augus t 2007, a nd
(2) a  2,800 GPM Rancho Mirage  we ll which is  expected to be  in se rvice  in Octobe r 2007. When
these  plant additions  a re  comple ted and in se rvice  Santa  Cruz will have  adequa te  production and
storage  capacity to serve  its  existing base  of customers.

S a nta  Cruz de live rs  its  wa te r to the  387 Improve me nt Dis trict to s e rve  cus tome rs  in the
387 Improve me nt Dis trict. The  two we lls  the  387  Improve me nt Dis tric t owns  ha ve  be e n
conve rte d to irriga tion we lls . The  500,000 ga llon s tora ge  ta nk a nd boos te r s ta tion tha t the  387
Improve me nt Dis trict owne d s till re ma in in the  s ys te m to s e rve  the  387 Improve me nt Dis trict
cus tome rs . The  387 Improve me nt Dis trict ha s  a pproxima te ly 1,000 cus tome rs  a nd e xpe rie nce s
a n a ve ra ge  monthly growth ra te  of ove r 150 conne ctions . On J uly 24, 2007, ADEQ is s ue d a
le tte r to S a nta  Cruz s ta ting "[a ]n "Approva l to Cons truct" is  not re quire d for the  cons truction
work of wa te r inte rconne ctions  be twe e n 387 DWID a nd Globa l-S a nta  Cruz Wa te r Compa ny
because  the  tota l prob e t cos t was  less  than $50,000. It follows tha t an AOC is  a lso not required.

The  S a nta  Cruz a nd 387 Improve me nt Dis trict s ys te ms  a re  phys ica lly inte rconne cte d,
Afte r the  Ra ncho Mira ge  s tora ge  ta nk a nd we ll a re  in se rvice , S a nta  Cruz will be  a ble  to se rve
a pproxima te ly 1,000 a dditiona l cus tome rs . S ta ff conclude s  tha t Sa nta  Cruz will ha ve  a de qua te
production and s torage  capacity to se rve  customers  in the  extension a rea . S ta ff further concludes
tha t it is  reasonable  to assume tha t Santa  Cruz will develop additiona l capacity as  needed to meet
future  growth in the  expanded service  area .

S ta ff recommends  tha t the  Commiss ion e limina te  the  AOC requirement tha t was  orde red
in Decis ion No. 68498 for the  wa te r line  inte rconnection, s ince  ADEQ does  not require  Approva l
to Construct nor an AOC for prob acts  with tota l construction cost of less  than $50, 000.

4 The number of cus tomers  is  a s  of Augus t 15, 2007, and includes  the 387 Improvement Dis trict cus tomers .
Improvement Dis trict is  the subject of the ins tant applica tion.

387
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Arizona  De pa rtme nt of Environme nta l Qua lity Complia nce

S ta ff re ce ive d complia nce  s ta tus  re ports  for S a nta  Cruz a nd the  387 Improve me nt
Dis trict sys tems  from ADEQ s ta ting tha t it ha s  de te rmined tha t Santa  Cruz is  currently de live ring
wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18,
Cha pte r 4. ADEQ a ls o s ta te d tha t the  387 Improve me nt Dis trict is  curre ntly cla s s ifie d a s  a n
inactive  wate r sys tem because  the  system is  physica lly inte rconnected to Santa  Cruz and the  387
Improvement Dis trict we lls  have  been pennanently disconnected from the  dis tribution sys tem.

Arizona Department of Water Resources ("ADWR") Compliance

Sa nta  Cruz is  loca te d in the  Pe na l Active  Ma na ge me nt Are a  ("AMA"), a s  de s igna te d by
ADWR. As  a  re s ult, S a nta  Cruz is  s ubje ct to the  re porting a nd cons e rva tion rule s  of ADWR.
ADWR has  indica ted tha t Santa  Cruz is  in compliance  with the  Pena l AMA requirements .

ADWR is sue d a  De cis ion a nd Orde r (No. 26-40166770000) on Ma y 4, 2006. This  orde r
s ta te d tha t ADWR a pprove d the  Wa te r Compa ny's  De s igna tion of As s ure d Wa te r S upply
("DAWS") modifica tion re que s t to include  the  387 Improve me nt Dis trict in its  e xis ting DAWS .

ACC Complia nce

A che ck with the  Utilitie s  Divis ion Complia nce  S e ction s howe d tha t the re  a re  thre e
de linquent compliance  requirements  for Santa  Cruz. These  compliance  items  were  required pe r
Commis s ion  De cis ion  No . 68448  a nd  inc lude  the  fo llowing : a  P e na l County Fra nchis e
Agre e me nt, a  fu lly e xe cu te d  ma in  e xte ns ion  a gre e me nt fo r the  e xte ns ion  a re a , a nd  a n
amendment to the  Company's  exis ting Designated Assured Water Supply for the  Southwest a rea .
The  Company has  a  pending request for extension of time  to comply with those  items.

Ars e nic

The  U.S . Enviromne n ta l P ro te c tion  Age ncy ("US 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 ("Ag/l") or
pa rts  pe r billion ("ppb") to 10 Ag/l. The  da te  for complia nce  with the  ne w MCL is  De ce mbe r 31,
2007. The  mos t re ce nt la b a na lys is  provide d by S a nta  Cruz indica te s  tha t the  a rse nic le ve ls  in
both We lls  a re  10.1 Ag/l a nd 17.71 Ag/l which a re  a bove  the  ne w a rs e nic MCL. S a nta  Cruz
indica te d tha t ble nding will be  us e d to  re duce  this  a rs e nic conce ntra tion to  me e t the  ne w
s ta nda rd. In a n ADEQ Ce rtifica te  is sue d on July 20, 2005, ADEQ s ta te d tha t the  ble nding pla n
for the  Santa  Cruz Company was approved.

5 S ta ff received the complia nce s ta tus  reports  from ADEQ on Ma y 17, 2007 (rela ted to Sa nta  Cruz) a nd J uly 26,
2007 (rela ted to 387 Dis trict).
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Cu rta ilme n t P la n  Ta riff

S a nta  Cruz ha s  a n a pprove d cu1*ta i1me nt ta riff tha t wa s  file d in Octobe r 2003 a nd
approved by Decis ion No. 66394. The  ta riff was  subsequently amended by Decis ion No. 67830.

The Wastewater System

P a lo  Ve rde  owns  a nd ope ra te s  a n  e nclos e d thre e  million  ga llons  pe r da y ("MGD")
sequentia l ba tch reactor trea tment plant, sand filte rs , ultra  viole t dis infection units  and an e ffluent
reuse  and surface  water disposa l system to serve  its  exis ting CC&N area .

The  387 Improve me nt Dis trict ha d ins ta lle d a  0.99 MGD tre a tme nt pla nt (Ma ricopa  #1
Wa s te wa te r Tre a tme nt P la nt)6, howe ve r, this  tre a tme nt pla nt ha s  ne ve r be e n in se rvice  a nd its
ADEQ's  Aquife r P rote ction P e rmit ("AP P ") wa s  ca nce lle d in 2006. Curre ntly a ll wa s te wa te r
Hom the  387 Improve me nt Dis trict a re a  is  be ing pumpe d to the  P a lo Ve rde  tre a tme nt pla nt for
trea tment and disposal.

P a lo Ve rde  ha d e xte nde d its  e xis ting wa s te wa te r colle ction sys te m to inte rconne ct with
the  387 Improvement Dis trict sewer collection sys tems  a t Smith Road and Bowline  Road7. This
inte rconnection work was  comple ted in March 2007 .

Pa lo Ve rde , a lbe it la te , file d in this  docke t a  copy of the  ADEQ Approva l of Cons truction
for the  s e we r line  inte rconne ction be twe e n 387 Improve me nt Dis trict a nd P a lo Ve rde . S ta ff
re comme nds  tha t the  Commiss ion e limina te  the  de a dline  or due  da te  for the  AOC re quire me nt
tha t wa s  orde re d in De cis ion No. 68498 for the  se we r line  inte rconne ction. An AOC is  re quire d
by ADEQ for the  s e we r line  inte rconne ction a nd ADEQ is s ue d one  for the  proje ct which ha s
been filed with the  Commiss ion.

Clean  Wate r Ac t Sec tion  208 P lan

On Augus t l, 2006, .the  Ce ntra l Arizona  Associa tion of Gove rnme nt ("CAAG") is sue d a
208 amendment to approve  Pa lo Verde 's  208 Wate r Qua lity Management P lan tha t cove rs  300
square  miles  and includes  the  30 square  miles  of the  Pa lo Verde  exis ting CC&N service  a rea  and
the  7.5 square  miles  of the  387 Dis trict se rvice  a rea . On January 19, 2007, ADEQ issued a  le tte r
to the  US EP A s ta ting tha t the Cle a n Wa te r Act S e ct 208 P la n Ame ndme nt for Ils e  P a lo Ve rde
Utility Compa ny Cons olida te d S e rvice  Are a , J une 2006, is  cons is te nt with both the  S ta te  of
Arizona 's  and the  CAAG's  Wate r Qua lity Management P lans .

6 According to the Company, this treatment plant will be modified and used to treat Centro] Arizona Project water in
the future.
7 ADEQ issued a Discharge Authorization Permit on May 8, 2007.
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ADEQ Complia nce

S ta ff re ce ive d a  complia nce  s ta tus  re port from ADEQ da te d Augus t 10, 2007, in which
ADEQ s ta te d tha t ADEQ ha s  clos e d the  Notice  of Viola tion ("NOV") is s ue d to P a lo Ve rde  on
April 6, 2007. ADEQ has  closed the  NOV based upon its  de te rmina tion tha t Pa lo Verde  has  me t
the  Docume nting Complia nce  provis ions  of the  NOV. P a lo Ve rde  is  in complia nce  with ADEQ
Aquife r P rotection Pe rmit monitoring and reporting requirement.

ACC Complia nce

A che ck with  the  Utilitie s  Divis ion  Complia nce  S e c tion  s howe d  tha t the re  is  one
de linque nt complia nce  re quire me nt for P a lo Ve rde . Commis s ion De cis ion No. 68448 re quire s
P a lo Ve rde  to file : a  P ina l County Fra nchise  Agre e me nt. The  Compa ny ha s  a  pe nding re que s t
for e xte ns ion of time  to comply with this  ite m.

P ropose d Ra te s

Pa lo Verde  and Santa  Cruz provide  utility se rvices  to the  387 Improvement Dis trict unde r
their respective  authorized ra tes and charges.

Mu n ic ip a l Fra nchis 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. If the  a pplica nt ope ra te s  in a n unincorpora te d a re a , the
compa ny ha s  to  ob ta in  the  fra nch is e  from the  County. If the  a pp lica n t ope ra te s  in  a n
incorpora ted a rea  of the  County, the  applicant has  to obta in the  franchise  from the  City/Town.

P a lo Ve rde  a nd S a nta  Cruz file d a  copy of the  Ope ra ting/Lice nse  Agre e me nt the y ha d
ente red into with the  City of Maricopa . Opera ting/License  Agreement is  an acceptable  subs titute
for franchise  agreement.

Recommendations

S ta ff re comme nds  the  Commis s ion de ny The  Utilitie s ' a pplica tion to a me nd De cis ion
No. 68498. The  Utilitie s  a re  out of complia nce  with Commiss ion rule s  a nd re gula tions  a nd prior
Commis s ion de cis ion due  to The  Utilitie s ' fa ilure  to comply with prior Commis s ion Orde r, in
De cis ion No. 68448. The  Utilitie s  ha ve  a  pe nding re que s t for time  e xte ns ion to comply with the
de linque nt complia nce  re quire me nts . S ta ff be lie ve s  it is  not in the  public inte re s t to gra nt the
re lie f reques ted until The  Utilitie s  a re  in compliance  with the  Commiss ion.
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Howe ve r, S ta ff will re cons ide r its  re comme nda tion if, by the  da te  of the  he a ring in this
ma tte r, The  Utilitie s  file  docume nta tion de mons tra ting tha t The  Utilitie s  ha ve  complie d with
De cis ion No. 68448.

In the  a lte rna tive , s hould the  Commis s ion de cide  to gra nt a n Orde r P re limina ry, S ta ff
recommends  tha t the  fina l CC&N not be  granted until:

1. The  Utilitie s  a re  in full complia nce  with De cis ion No. 68448 or gra nte d time  e xte ns ion.
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ATTACHMENT A

MEMORANDUM

DATE August 13, 2007

TO: Blessing Chukvvu
Executive Consultant HI

FROM : Doro thy Ha irs , P . E . DH
Utilitie s  Engine e r

RE: W AT E R  & W AS T E W AT E R  C E R T IF IC AT E  O F  C O NVE NIE NC E  &
NECESSITY (¢ccc&nn) EXTENSIONS FOR SANTA CRUZ WATER &
P ALO  VE RDE  UTILITIE S ,  L.L.c . ,  DO CKE T n o s .  W-0 3 5 7 6 A-0 7 -0 3 0 5  &
S W-03575A-07-0305

1 . In tro d u c tio n

In Decision No. 68498 the Commissioners gave an Order Preliminary Approval to Santa
Cruz Water Co. ("Santa Cruz") and Palo Verde Utilities Co. ("Palo Verde"), collectively
referred to herein as "the Company", to serve the 387 Domestic Water Improvement
District and the 387 Wastewater Improvement District (collectively, the 387 Districts").
Due to the Company's failure to comply with the requirements in Decision No. 68498,
the Commissioners administratively closed Decision No. 68498 on May 8, 2007. The
Company is seeking to amend Decision No. 68498 to change certain compliance
requirements. Santa Cruz and Palo Verde currently serve approximately thirty square
miles, near the Town of Maricopa in northwest Pinal County. The requested extension
area, the 387 Districts, includes approximately nine square miles in Pinal County and is
located adj cent to the Company's existing CC&Ns.

1 1 . Water System

A. System Analysis

(2) Existing Santa Cruz System

Sa nta  Cruz ope ra te s  a  wa te r sys te m tha t cons is ts  of four drinking wa te r we lls  (ha ving a
combine d production ra te  of 7,400 ga llons  pe r minute  ("GP M")), four s tora ge  ta nks
(ha ving a  combine d ca pa city of 4 ,000,000 ga llons ), four pre s s ure  ta nks  (ha ving a
combined capacity of 20,000 ga llons) and one  initia tion we ll. Santa  Cruz has  an exis ting
customer base  of a lmost 14,000 cus tomers] and experiences  an average  monthly growth
ra te  of ove r 225 conne ctions . The  e xis ting Sa nta  Cruz sys te m doe s  not ha ve  a de qua te
production to se rve  its  exis ting base  of cus tomers . However, Santa  Cruz is  in the  process

1 According to the Company, the Company was serving 13,830 customers as of May 2007, this customer count
includes customers in the 387 District.
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of comple ting  the  fo llowing pla nt a dditions : (1) a  3 ,500,000 ga llon  Ra ncho Mira ge
s tora ge  ta nk sys te m which the  Compa ny e xpe cts  will be  in se rvice  by Augus t 2007, a nd
(2) a  2,800 GPM Rancho Mirage  we ll which is  expected to be  in se rvice  in October 2007 .
When these  plant additions  a re  comple ted and in se rvice  Santa  Cruz will have  adequa te
production and s torage  capacity to se rve  its  exis ting base  of customers .

(b ) 387 District Water System

S a nta  Cruz de live rs  its  wa te r to the  387 Dis trict to s e rve  cus tome rs  in the  387 Dis trict.
The  two we lls  the  387 Dis tric t owns  ha ve  be e n  conve rte d  to  in itia tion  we lls . The
500,000 ga llon s torage  tank and boos te r s ta tion tha t the  387 Dis trict owned s till remain in
the  s ys te m to s e rve  the  387 Dis trict cus tome rs . 387 Dis trict ha s  a pproxima te ly 1,000
cus tomers  and the  387 Dis trict expe riences  an ave rage  monthly growth ra te  of ove r 150
conne ctions . The  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") is s ue d a
le tte r da te d J uly 24, 2007, s ta ting tha t the  re quire me nt of a  Ce rtifica te  of Approva l to
Cons truct for the  inte rconnection work had been wa ived because  the  tota l cos t was  le ss
than $50,000.

(c) Combined Water System

The  Santa  Cruz and 387 Dis trict sys tems a re  physica lly inte rconnected. Afte r the  Rancho
Mira g e  s to ra g e  ta n k a n d  we ll a re  in  s e rvic e ,  S a n ta  Cru z  will b e  a b le  to  s e rve
a pproxima te ly 1,000 a dditiona l cus tome rs . S ta ff conclude s  tha t S a nta  Cruz will ha ve
adequa te  production and s torage  capacity to se rve  cus tomers  in the  extens ion a rea . S ta ff
furthe r concludes  tha t it is  re a sonable  to a ssume  tha t Santa  Cruz will deve lop additiona l
capacity as  needed to meet future  growth in the  expanded service area.

B. ADEQ Compliance Status

S ta ff re ce ive d complia nce  s ta tus  re ports  for S a nta  Cruz a nd the  387 Dis trict s ys te ms
from ADEQ s ta ting tha t it ha s  de te rmine d tha t S a nta  Cruz is  curre ntly de live ring wa te r
tha t mee ts  the  wa te r qua lity s tanda rds  required by Arizona  Adminis tra tive  Code , Title  18,
Cha pte r 4. ADEQ a ls o s ta te d tha t the  387 Dis trict is  curre ntly cla s s ifie d a s  a n ina ctive
wate r sys tem because  the  sys tem is  phys ica lly inte rconnected to the  Santa  Cruz and the
387 wells  have  been permanently disconnected from the  dis tribution system

c. Arizona Department of Water Resources ("ADWR") Compliance Status

S a nta  Cruz is  loca te d in the  P ina r Active  Ma na ge me nt Are a  ("AMA"), a s  de s igna te d by
ADWR. ADWR ha s  indica te d tha t S a nta  Cruz is  in  complia nce  with  the  P ina l AMA
requirements .

2 Staff received the compliance status reports from ADEQ on May 17, 2007 (related to Santa Cruz) and July 26,
2007 (related to 387 District).
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ADWR is sue d a  De cis ion a nd Orde r (no. 26-401667.0000) on Ma y 4, 2006. This  orde r
s ta te d tha t ADWR a pprove d the  Compa lly's  De s igna tion of As s ure d Wa te r S upply
("DAWS ") modifica tion re que s t to include  the  387 Dis trict in its  e xis ting DAWS .

D. Arizona Corporation Commission (ACC) Compliance Status

A che ck with the  Utilitie s  Divis ion Complia nce  S e ction s howe d tha t the re  we re  thre e
complia nce  re quire me nts  for S a nta  Cruz. The s e  complia nce  ite ms  we re  re quire d pe r
Commis s ion De cis ion No. 68448 a nd include  the  following: a  P ina l County Fra nchis e
Agre e me nt, a  fully e xe cute d ma in e xte ns ion a gre e me nt for the  e xte ns ion a re a  a nd a n
a me ndme nt to  the  Compa ny's  e xis ting  De s igna te d  As s ure d  Wa te r S upply fo r the
S outhwe s t a re a . The  Compa ny ha s  a  pe nding re que s t for e xte ns ion of time  to comply
with those  ite ms .

E. 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 ("lvlcL") in  drinking wa te r from 50 microgra ms  pe r lite r ("Ag/l") or
pa rts  pe r b illion  ("ppb") to  10  ug /1 . The  da te  for complia nce  with  the  ne w MCL is
December 31, 2007. The  mos t recent lab ana lys is  provided by Santa  Cruz indica te s  tha t
the  a rse nic le ve ls  in both We lls  a re  10.1 ug/1 a nd 17.71 Ag/l which a re  a bove  the  ne w
a rs e nic MCL. S a nta  Cruz indica te d tha t ble nding will be  us e d to re duce  this  a rs e nic
concentra tion to mee t the  new s tandard. In an ADEQ Certifica te  issued on July 20, 2005 ,
ADEQ sta ted tha t the  blending plan for the  Santa  Cruz Company was approved.

F . Cu rta ilme n t Ta riff

S a nta  Cruz ha s  a n a pprove d curta ilme nt ta riff tha t wa s  file d  in  Octobe r 2003, a nd
approved in Decis ion No. 66394. This  ta riff was  subsequently amended by Decis ion No.
67830.

Wastewater System

A. Wa s te wa te r Sys tem

(21) Exis ting P a lo Ve rde  Wa s te wa te r S ys te m

P a lo  Ve rde  owns  a nd  ope ra te s  a n  e nclos e d  thre e  million  ga llon  pe r da y ("MGD")
sequentia l ba tch reactor trea tment plant, sand filte rs , ultra  viole t dis infection units  and an
effluent reuse  and surface  water disposal system to serve  its  existing CC8LN area .
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(b) 387 District Wastewater System

The  387 Dis trict ha d ins ta lle d a  0.99 MGD tre a tme nt pla nt (Ma ricopa  #l Wa s te wa te r
Tre a tme nt P la nt)3, howe ve r, this  tre a tme nt pla nt ha s  ne ve r be e n in  s e rvice  a nd its
ADEQ's  Aquife r P ro te c tion  P e rmit ("AP P ") wa s  ca nce lle d  in  2006 . Curre n tly a ll
was tewa te r from the  387 Dis trict a rea  is  be ing pumped to the  Pa lo Verde  trea tment plant
for trea tment and disposa l.

(c) Future  Wa s te wa te r S ys te m

P a lo Ve rde  ha d e xte nde d its  e xis ting wa s te wa te r colle ction sys te m to inte rconne ct with
the  387 Dis trict s e we r colle ction s ys te ms  a t S mith Roa d a nd Bowline  Roa ds . This
inte rconnection work was  comple ted in March 2007 .

B. Clean  Wate r Ac t Sec tion  208 P lan

On Augus t l, 2006, the  Ce ntra l Arizona  As s ocia tion of Gove rnme nt ("CAAG") is s ue d a
208 a me ndme nt to a pprove  P a lo Ve rde 's  208 Wa te r Qua lity Ma na ge me nt P la n tha t
cove rs  300 s qua re  mile s  a nd include s  the  30 s qua re  mile s  of the  P a lo Ve rde  e xis ting
CC&N se rvice  a re a  a nd the  9 squa re  mile s  of the  387 Dis trict s e rvice area. On January
19, 2007, ADEQ is s ue d  a  le tte r to  the  U. S .  Environme n ta l P ro te c tion  Age ncy
("US EP A") s ta ting tha t the Cle a n Wa te r Act S e ct 208 P la n Ame ndme nt for The  P a lo
Verde  Utility Company Consolida ted Se rvice  Area , June 2006, is  cons is tent with both the
S ta te  of Arizona 's  and the  CAAG's  Wate r Qua lity Management P lans .

c. ADEQ Complia nce

S ta ff re ce ive d a  complia nce  s ta tus  re port from ADEQ da te d Augus t 10, 2007, in which
ADEQ s ta te d tha t ADEQ ha s  clos e d the  Notice  of Viola tion ("NOV") is s ue d to  P a lo
Ve rde  on April 6, 2007. ADEQ ha s  clos e d the  NOV ba s e d upon its  de te rmina tion tha t
Pa lo Ve rde  ha s  me t the  Docume nting Complia nce  provis ions  of the  NQV. Pa lo Ve rde  is
in  c o mp lia n c e  with  ADE Q  Aq u ife r P ro te c tio n  P e rmit mo n ito rin g  a n d  re p o rtin g
requirements .

D. ACC Complia nce

P a lo  Ve rde  curre ntly is  not in  complia nce  with  the  ACC. A che ck with  the  Utilitie s
Divis ion Complia nce  S e ction s howe d the re  is  one  de linque nt complia nce  ite m. This
de linque nt complia nce  ite m, re quire d pe r De cis ion No. 68448, include  tiling a  P e na l
County Franchise  Agreement.

.r

3 According to the Company, this  trea tment plant will be modified and used to trea t Centra l Arizona  Project water in
the future.
4 ADEQ is sued a  Discharge Audroriza tion Permit on May 8, 2007.
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Iv . S umma ry

I. Conc lus ions

S ta ff be lie ve s  P a lo Ve rde  ha s  a de qua te  production a nd tre a tme nt ca pa citie s  to
serve the requested area.

S a nta  Cruz is  curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds
re quire d by Arizona  Adminis tra tive  Code , Title  18, Cha pte r 4.

Santa  Cruz is  in compliance  with the  Pena l AMA requirements .

A che ck with the  Utilitie s  Divis ion Complia nce  S e ction s howe d tha t the re  we re
thre e  complia nce  re quire me nts  for S a nta  Cruz. The s e  complia nce  ite ms  we re
re quire d pe r Commiss ion De cis ion No. 68448 a nd include  the  following: a  P e na l
County Franchise  Agreement, a  fully executed ma in extens ion agreement for the
extension a rea  and an amendment to the  Company's  exis ting Designa ted Assured
Wa te r S upply for the  S outhwe s t a re a . The  Compa ny ha s  a  pe nding re que s t for
extens ion of time  to comply with those  items .

Santa  Cruz has  an approved curta ihnent ta riff tha t was  filed in Octobe r 2003, and
a pprove d in De cis ion No. 66394. This  ta riff wa s  s ubs e que ntly a me nde d by
De cis ion No. 67830.

S ta ff concludes  tha t Santa  Cruz will have  adequa te  capacity to se rve  the  exis ting
cus tome r ba s e  in the  e xpa nde d s e rvice  a re a  a fte r the  Ra ncho Mira ge  we ll is  in
se rvice  in Octobe r 2007. S ta ff furthe r concludes  tha t it is  rea sonable  to a ssume
tha t Sa nta  Cruz will de ve lop a dditiona l ca pa city a s  ne e de d to me e t iilture  growth
in the  expanded service  area

S ta ff conclude s  tha t the  P a lo Ve rde  sys te m ha s  a de qua te  ca pa city to s e rve  the
exis ting cus tomer base  in the  expanded se rvice  a rea . S ta ff furthe r concludes  tha t
it is  re a s ona ble  to a s s ume  tha t P a lo Ve rde  will de ve lop a dditiona l ca pa city a s
needed to meet future  growth in the  expanded service  area .

8. On J a nua ry 19, 2007, ADEQ is s ue d a  le tte r to US  EP A, s ta ting tha t the Clean
Wa te r Act S e ct 208  P la n  Ame ndme nt for The  P a lo  Ve rde  Utility Compa ny
Cons olida te d S e rvice  Are a , J une 2006, is  cons is te n t with  bo th  the  S ta te  of
Arizona 's  and the  CAAG's  Wate r Qua lity Management P lans .

3.

4.

1.

6.

2.

9.

5.

7.

P a lo Ve rde  is  in complia nce  with ADEQ's  Aquife r P rote ction P e rmit monitoring
and reporting requirement.
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10. ADWR issued a  Decis ion and Orde r (no. 26-401667.0000) on May 4, 2006. This
orde r s ta ted tha t ADWR approved the  Compa lly's  Des igna tion of Assured Wate r
S upply ("DAWS ") modifica tion re que s t to  include  387 Dis trict in  its  e xis ting
DAWS .
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Executive Consultant i l l

UtH1t\e5 Dnvlsuo

FROM : 58:9 W el ls

Inform am Technology Specualnst
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( I

Tl-tRu.. Del 3mltl1 85/
Erzqmeernnql Supervisor
Utdltlee Dlvl51on

DATE: J u n e  1 8 ,  2 0 0 7

RE : smn n 0Rul WATER IIIIIVIPANY IIIIIIIKET Ill) . w-nasnin-or

PMI! VEIIIIE UTILITIES MMPRHY lnncnn III). W$-ll35]5l\-ll]

03051

-0305]

.f Santa Cruz and Palo Verde have f i led an apphcatlon to amend

Decv euon No.  68498.

Attached are cop1e~8» of U16 maps for your f iles.

:95W

Attachments

cc: Mr. Michael  W . Patten

Ms. Dorothy l " lam5

Ms. Deb Per5or1 (i"larlo1 Carried)
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