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In tro d u c tio n

On September 26, 2007, Northern Sunrise  Water Company, Inc. ("NSWC") and Southern
S unrise  Wa te r Compa ny, Inc. ("S S WC") or "Compa nie s" docke te d a  filing a s  a  "Re sponse  To
Augus t 7, 2007 S ta ff Re port" for the ir propose d modifica tion to the  ca pita l improve me nts  pe r
Exhibit B to Decis ion No. 68826. This  September 26, 2007 filing re sponded to five  of the  seven
wa te r s ys te ms , l) Mus ta ng, 2) Crys ta l, 3) Cochis e , 4) Hors e s hoe , a nd 5) Mira cle  Va lle y. The
re ma ining othe r two s ys te ms , 6) S ie rra  S uns e t a nd 7) Corona do, will be  file d by Nove mbe r l

Background

P ursua nt to De cis ion No. 68826 (June  29, 2006), the  Compa nie s  docke te d on July 24
2007> a  "Notice  of Filing" of the ir proposed modifica tion to the  capita l improvements  a ttached as
Exhibit B to De cis ion No. 68826. The  De cis ion orde re d "tha t NS WC a nd S S WC sha ll file  a ny
propose d a me ndme nt or modifica tion to Exhibit B with Docke t Control a s  soon a s  pra ctica l. If
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S ta ff ha s  a n obje ction to a ny propose d modifica tion to Exhibit B, S ta ff sha ll file  its  obje ctions  in
the  docke t within 10 business  days ."

On August 7, 2007, S ta ff filed its  re sponse  to the  Companie s ' July 24, 2007 filing s ta ting
tha t it wa s  S ta ffs  opinion tha t the  a ctua l cus tome r de ma nd for e a ch wa te r s ys te m wa s  s till
unknown a rid pos s ible  s ys te m inte rcomie ctions  ma y e xis t. Ba s e d on the s e  unknown fa ctors ,
S ta ff could not ve rify if the  modified capita l plant improvements  we re  adequa te ly s ized. For this
re a son, S ta ff re se rve d the  right to sugge s t re vis ions  to the  s izing a nd timing of ce rta in proje cts
until the  Compa nie s  submit to the  Commis s ion a ctua l de ma nd da ta  for e a ch wa te r sys te m by
comple ting Wa te r Us e  Da ta  S he e ts  a nd confirming if a ny of the  wa te r s ys te ms  a re  a ctua lly
inte rconnected with one  another.

Companies ' Second Filing

In its  S e pte mbe r 26, 2007 filing, the  Compa nie s  provide d the  Wa te r Use  Da ta  S he e ts ,
s ys te m inte rconne ction ve rifica tion, a nd a  re s pons e  to the  wa te r los s  is s ue  for the  Crys ta l,
Mustang, Cochise , Horseshoe , and Miracle  Valley wate r sys tems. Based on the  above  requested
data , the  Companies  amended the ir modified capita l plant improvements  as  follows :

Mus ta ng  a nd  Crys ta l S ys te ms -- Th e s e  two  s ys te m s  a re  c o n firm e d  to  b e
inte rconne cte d, which modifie d the  origina l ACC re comme nda tion of two 60,000
ga llon s tora ge  ta nks  to a  100,000 s tora ge  ta nk. The  e xis ting we ll ca pa citie s  we re
shown to be  adequa te . The  Companies  now recommend rehabilita tion of the  we lls  in
lie u of re pla ce me nt. The  e xis ting hydropne uma tic ta nk sys te m will be  re pla ce d with
a new pre-packaged booster sta tion.

Cochise  and Horseshoe  Systems .- The se  two sys te ms  a re  inte rconne cte d a nd the
Companies  concur with the  origina l ACC recommenda tions .

3. Mira c le  Va lle y S ys te m - Th e  C o m p a n ie s  c o n c u r  with  th e  o r ig in a l AC C
re comme nda tions . The  e xis ting hydropne uma tic ta nk sys te m will be  re pla ce d with a
new pre-packaged booster sta tion.

Staff's Second Response

Afte r re vie wing the  Compa nie s ' S e pte mbe r 26, 2007 filing for the  Crys ta l, Mus ta ng,
Cochise , Horse shoe , and Miracle  Va lley wa te r sys tems , it is  S ta ffs  opinion tha t the  Companie s '
proposed modifica tions to the  capita l improvements  a re  reasonable .
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