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10 Global Water .-- Santa Cruz Water Company ("Santa Cruz") respectfully submits these

l l Exceptions/Comments to the Recommended Opinion and Order ("ROO") issued in this docket.

12 Decision No. 69865 (August 23, 2007) authorized Staff to appoint an interim manager for

13 American Realty & Mortgage Co., Inc. d/b/a Hacienda Acres Water System ("Hacienda"). Staff

14 subsequently entered into an agreement ("Management Agreement") with Santa Cruz to serve as

15 the interim manager. Santa Cruz desires to ensure the customers of Hacienda receive safe and

16 adequate water supplies. However, Santa Cruz respectfully objects to the obligations imposed on

17 it by the ROO, especially since Santa Cruz was not and is not a party to this docket. Moreover,

18 those obligations are unreasonable, Santa Cruz has not consented to them, and they are beyond the

19 scope of the Management Agreement.

20

21 The deplorable condition of the Hacienda system, and the inadequacy of its management,

22 are well-known. Indeed, only days after Santa Cruz's appointment, the system was wantonly

23 vandalized in a specific attempt to deny service to the customers. Though massive effort, Santa

24 Cruz has restored service to the customers and made substantial progress in repairing the system.

25 During this time, Santa Cruz provided bottled water to the customers. Since repairing the system,

26 Santa Cruz has hauled water to the system's storage tank so that sufficient quantities of water are

27 available. This has cost approximately $1,500 to $2,000 per day.

I. Background.
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In conjunction with ADEQ a nd S ta ff, S a nta  Cruz ha s  imple me nte d a n Alte rna tive  S ource

P rogra m tha t will a llow for the  provis ion of two source s  of wa te r - one  pota ble  via  bottle d wa te r

de livery direct to the  customers , and a  second non-potable  system supplied by the  repa ired well for

us e  a s  wa s h wa te r, irriga tion wa te r, e tc. This  progra m will re s ult in a  dra ma tic re duction in the

cos t o f s e rvice  (to  a pproxima te ly $1  ,500  pe r month). The  Alte rna tive  S ource  P rogra m

implementa tion began 15 Octobe r 2006 and included public notifica tion, direct ca lls  to cus tomers

and fie ld vis its  to ensure  a ll we re  awa re  of how the  program works . A copy of the  public notice  is

include d a t Exhibit A.8

9

1 0

U
.1
n..

o
o
ac 11

1 2

g*
1 3

1 4
Q

1 5

=l=.g*3,§:<3l£8,§QZWZn

§'2"E'§8

§88
:\:
8
CO 1 6

1 7 •

1 8

1 9

20

2 1

22

23

24

25

S a nta  Cruz ha s  fa ithfully ca rrie d out its  role  a s  inte rim ma na ge r, a nd S a nta  Cruz ha s

rece ived no notifica tion tha t the  cus tomers  or Sta ff a re unhappy with its  pe rformance . Thus , Santa

Cruz wa s  ve ry surprise d to le a rn tha t the  ROO conta ins  a n orde ring pa ra gra ph dire ctly impos ing

nume rous  re quire me nts  on S a nta  Cruz. S pe cifica lly, this  orde ring pa ra gra ph s ta te s  tha t "S a nta

Cruz Water Company, is  authorized and shall, when necessary, take  a ll reasonable  and appropria te

a ctions  to e nsure  tha t the  ope ra tions  of the  wa te r utility comply with the  te rms  of this  de cis ion."1

Thus , Santa  Cruz e ssentia lly becomes  re spons ible  for a ll the  requirements  imposed on Hacienda ,

an entity it ne ithe r owns  nor controls . Those  requirements  include :

Filing a  ra te  case  by May 3 l , 2008,

Pos ting a  bond or "s imila r financia l ins trument" of $25,000, and

Filing va rious  plans  and reports .

The  cos t of ongoing ope ra tions  fa r e xce e ds  the  funds  a va ila ble  from Ha cie nda 's  ra te s .

Adding substantia l additiona l costs  to Santa  Cruz makes no sense . Santa  Cruz has experience  with

filing a  ra te  case  an inte rim manager for Sabrosa  Wate r Company. Tha t experience  sugges ts  tha t

pre pa ring a nd prose cuting a  ra te  ca se  will involve  subs ta ntia l time  a nd e ffort. Give n the  a lmos t

comple te  lack of adequa te  records , if anything, a  Hacienda  ra te  case  will be  even more  difficult to

proce ss . Including le ga l cos ts , inte rna l cos ts  for ma na ge me nt, e ngine e ring a nd a ccounta nt time ,
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27 'Roe  a t 16:1-3.
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copying, responding to data  requests , and the  like , Santa  Cruz estimates that a  ra te  case  would cost

te ns  of thousa nds  of dolla rs . Give n tha t Ha cie nda  ha s  only 25 to 30 cus tome rs , the re  will be  no

pra ctica l wa y to re cove r those  e xpe nse s . More ove r, the  cos ts  of the  ra te  ca se  proce ss  would fa r

exceed the additional revenues that could reasonably be expected from either a  permanent ra te  case

or this emergency rate  case.5

6 11. Santa Cruz has been denied due process.
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This  ca s e  is  a n e me rge ncy ra te  e a s e  file d by Ha cie nda 's  owne rs . The  he a ring wa s

conducte d prior to Sa nta  Cruz's  a ppointme nt a s  inte rim ma na ge r. Sa nta  Cruz wa s  ne ve r notifie d

of the  he a ring. Sa nta  Cruz ne ve r inte rve ne d in this  ca se  a nd it wa s  ne ve r ma de  a  re sponde nt or

otherwise  brought into the  case . There fore  Santa  Cruz was  not and is  not a  pa rty to this  case . The

Commis s ion 's  ru le s  s ta te  tha t pa rtie s  to  Commis s ion  p roce e d ings  cons is t o f Applica n ts ,

Compla ina nts , Re sponde nts , Inte rve ne rs , or P rote s ta nts . A.A.C. R14-3-l03.A. S a nta  Cruz doe s

not fa ll into any of these  ca tegories , and it the re fore  cannot be  a  pa rty. More  fundamenta lly, Santa

Cruz has  not consented to be ing a  party, and the  Commission never took any action to bring Santa

Cruz into the  case  aga inst its  will. Thus, Santa  Cruz is  not now, and never has  been, a  party to this
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Due process  requires  notice  and the  right to be  heard. Sulge r v. Arizona  Corp. Comm 'n, 5

Ariz. App. 69, 73, 423 P .2d 145, 149 (1967). The  Commis s ion mus t provide  due  proce s s  in its

proce e dings . Id The  e s s e nce  of due  proce s s  is  the  right to be  he a rd, a nd this  right ha s  "little

re a lity or worth unle s s  one  is  informe d tha t the  ma tte r is  pe nding a nd ca n choos e  for hims e lf

whe the r to appea r or de fault, a cquie sce  or conte s t." Robe rts  v. Robe rt, 158 P.3d 899, 903 11 18

(Ariz. App. 2007)(quoting Mulla n v. Ce nt. Ha nove r Ba nk Trus t Co., 339 U.S . 306 (1950)) He re ,

a s  a  non-party, Santa  Cruz had no opportunity to pa rticipa te  in the  hea ring. Moreover, Santa  Cruz

wa s  ne ve r provide d notice  tha t the  he a ring would a ffe ct its  rights  by be coming s ubje ct to ne w

re gula tory obliga tions . Inde e d, S a nta  Cruz wa s  ne ve r notifie d of the  he a ring a t a ll. Thus , S a nta

Cruz has been denied due process.
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1 111. The conditions are beyond the scope of Santa Cruz's role as interim manager.
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Santa  Cruz had not consented to the  requirements in the  order, and Santa  Cruz believes that

the y a re  be yond its  role  a s  inte rim ma na ge r. S a nta  Cruz ha s  a lre a dy spe nt ove r $100,000 a s

inte rim ma na ge r. This  fa r e xce e ds  Ha cie nda 's  me a ge r re ve nue s . Adding ye t more  unfunde d

burde ns  is  unre a sona ble . Re quiring Sa nta  Cruz to file  a  ra te  ca se , a nd to ta ke  the  othe r a ctions

required in the  ROT, will re sult in a  subs tantia l addition to the  burden of be ing inte rim manger.

In addition, the  Management Agreement be tween S ta ff and Santa  Cruz a llows Santa  Cruz

to res ign as  inte rim manager upon 30 days  notice . The  ROO does  not recognize  this  right.

Ma n y o f th e  o b lig a tio n s  a re  th e  re s u lt o f th e  Co mmis s io n 's  d e s ire  to  d o cu me n t

pe rforma nce  of the  owne r's  ma na ge me nt of Ha cie nda . As  the  Commis s ion ha s  no re a s on to

s us pe ct tha t S a nta  Cruz would ope ra te  the  s ys te m in a  s imila r ma nne r to  the  owne r, thos e

obligations crea te  an unnecessary administra tive  burden.

Moreove r, impos ing such requirements  on inte rim manage rs  is  contra ry to public policy. It

is  ofte n difficult to find inte rim ma na ge rs . Fe w, if a ny, utilitie s  would a gre e  to a s sume  the  role  of

inte rim ma na ge r if the y we re  a t ris k of the  Commis s ion, without notice , impos ing nume rous

re quire me nts  on the  inte rim ma na ge r be yond the  obliga tion a s s ume d unde r the  Ma na ge me nt

Agreement.

1 8 Iv . Conclus ion.
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For these  reasons, the  Commission should not impose  any requirements on Santa  Cruz.

This  could be  done  by removing the  ordering paragraph re ferring to Santa  Cruz, or by denying the

emergency ra te  surcharge  in full.
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2 RES P ECTFULLY S UBMITTED this  18"' of da y of Octobe r 2007.

3 ROSHKA DEWULF & PATTEN, PLC

4

5
By it Up (J
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Micha e l W. Pa tte n
Timothy J . S a to
One  Arizona  Cente r
400 East Van Buren Stree t, Suite  800
P hoe nix, Arizona  85004
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Origina l + 13 copie s  of the  fore going
file d this  18th da y of Octobe r 2007, with:
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Docke t Contro l
ARIZONA CORPORATION COMMISSION
1200 We s t Wa s hington
P hoe nix, Arizona  8500716

17
this  18"' da y of Octobe r 2007,
Copie s  of the  fore going ha nd-de live re d/ma ile d

to:
18
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Lyn A. Fa rm e r, Es q.
Chie f Adm inis tra tive  La w J udge
He a ring  Div is ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  850072 1
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Ch ris to p h e r C .  Ke e le y,  E s q .
Chie f Couns e l,  Le ga l Divis ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  8500724
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Erne s t G. J ohnson, Esq.
Dire c tor,  Utilitie s  Div is ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  8500727
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Mike Gleason, Chairman.
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Commissioner William Mundell
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Commissioner Jeff Hatch-Miller
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Commissioner Kristin K. Mayes
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007
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Commiss ioner Gary P ie rce
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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DO NOT GIVE THE WATER TO INFANTS UNDER
s ix MONTHS OLD OR USE IT TO MAKE INFANT FORMULA

AVISO
NO USE EL AGUA PARA PREPARAR ALIMENTOS PARA BEBES

P GLOBAL WATER

NOTIFICATION OF ALTERNATIVE SOURCE PROGRAM
Hacienda Acres Water Company PWS# 11-301

The water delivered by the well associated with the Hacienda Acres Water Company currently exceeds the Maximum
Contaminant Level ("MCL") for nitrate (NO3-N). Global Water has been hauling water in to the system from our system
located in the City of Maricopa at a cost of $2000 per day. In conjunction with the Arizona Department of Environmental
Quality ("ADEQ") and the Arizona Corporation Commission ("ACC"), Global is implementing an "Alternative Source
Program" solution.

ALTERNATIVE S OURCE P ROGRAM

During the operation of this program, Global Water will arrange for the delivery of bottled water for consumption and
cooking. Each resident will be established with an account and will be delivered a volume of water typically used for
consumptive purposes, Deliveries will be scheduled by the bottled water provider and coordinated by Global Water.

Once the Alternative Source Program is implemented, water provided to the tap in the residence will not meet the
requirements for nitrate and therefore must not be used for consumption. The water in the pressurized main will be
suitable for all other purposes (cleaning, toilet flushing, laundry etc).

If you choose to not be provided with an alternative drinking water source for reasons of having a household
treatment device or other means, you may sign below indicating your decision.

Customer Name: Customer Signature:

Address:

[I I accept delivery of bottled water under the Alternative Source Program

D I refuse delivery of bottled water under the Alternative Source Program

IMPORTANT: Please complete this form as soon as possible and call 520.233.2910 to inform Global of your decision.
Then, please deliver or mail this form to 22590 N. Powers Parkway, Maricopa, AZ 85238, or FAX it to 520.568.6367.

NITRATE HEALTH EFFECTS

Nitrate in drinking water is  a  serious health concern for infants  less  than s ix months old. The MCL for nitrate is  10 mg/L,
the water from the Hacienda Acres well measured 11 mg/L.

What s hould I do?
DO NOT CONS UME WATER IN THE TAP . US E BOTTLED WATER S UP P LIED TO YOU FOR DRINKING
AND/OR COOKING. Infants  below the age of s ix months who drink water containing nitrate in excess  of the MCL could
become serious ly ill and, if untrea ted, may die. Symptoms include shortness  of brea th and blue baby syndrome. Blue
baby syndrome is  indicated by blueness  of the skin. Symptoms in infants  can develop rapidly, with health deteriorating
over a period of days. If symptoms occur, seek medical attention immediately,

Water, juice, and formula for children under six months of age should not be prepared with tap water. Bottled water or
other water low in nitrates should be used for infants until further notice.

Do not boil the water. Boiling, freezing, filtering, or letting water stand does not reduce the nitrate level. Excessive
boiling can make the nitrates more concentrated, because nitrates remain behind when the water evaporates.

Further information on nitrate may be obtained from your doctor or by calling:

1.
2.

Graham Simmonds, SVP Regulatory Affairs & Compliance: 623-580-9600
Arizona Department of Environmental Quality: 602-771-2300

21410 North loch Avenue, Suite 201. Phoenix, Arizona 85027 Phn 623.580.9600
Fax 623.580.9659

gwresources.com


