
1

H

1 I'll llllllllllIIIIII
Stanley B. Lutz

Direct: 602-364-7

sb1u\2@bryancavL.-.,...

0000078650

RECEIVED

2001 NOV l933=ll

November 19, 2007

AZ CAR? cc=:w:38l0?4
DOCKET CGNTROL

Bryan Cave LLP

VIA HAND-DELIVERY
Arizona 00rp0rati0n Commission

DQCKETED
Nov 19 zoo?Ms. Vicki Wallace

Chief, Consumer Services
Arizona  Corpora tion Commiss ion
1200 West \X/ashington Street
Phoenix, Arizona  85007-2927

DOCKETED 8¥ 1
i
l g

WW..-\

One Renaissance Square

Two North Central Avenue

Suite 2200

Phoenix, AZ 85004-4406

Tel (602> 364~7000

Fax (602) 364-7070

www.bryancave.com

Re: Queen Creek Water Company's Application for Approval of Sale  of Assets
and Conditional Cancella tion of its  Certifica te  of Convenience and Necessity
Docket No. W-01395A~07-0556

Dear Ms. Wallace:
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And Bryan Cave,
A /\/lultinafional Partnership,

We  write  in re s pons e  to your le tte r of Octobe r 26, 2007 re que s ting a dditiona l
informa tion with  re s pe ct to  the  a bove -e ntitle d  Applica tion (the  "ins ufficie ncy
Le tte r"). Much of the  informa tion re que s te d ma y not be  dire ctly re le va nt to
cons ide ra tion of the  pending Applica tion given the  circumstances  surrounding this
acquisition. As noted in Queen Creek Water Company's  Applica tion, this  transaction
and conveyance  a re  ta ldng place  in lieu of the  Town of Queen Creek's  (the  "Town")
a cquis ition of Que e n Cre e k Wa te r Compa ny ("QCWC") through conde mna tion.
[See Exh ib itA (Town Re s o lu tion  a u thoriz ing  a cqu is ition  o f QCWC th rough
condemnation or purchased.] Rather than engaging in litiga tion, however, the  Town
and QCWC agreed to pursue a  negotia ted acquisition. If Commission approval is  not
rece ived, QCWC anticipa te s  tha t the  Town will proceed to acquire  QCWC through
conde mna tion, a t a  much highe r ove ra ll cos t a nd impa ct to  QCWC's  curre nt
customers.

London

Notwithstanding the  rea lities  of the  s itua tion, QCWC's  responses  to S ta ffs  requests
follow. Ea ch informa tion re que s t from the  Insuftlcie ncy Le tte r is  s e t out be low (in
bold), with QCWC's response  following the  request.
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1. A copy of the executed or draft Sales Agreement between QCWC and the Town of Queen
Creek.

Queen Creek Water Company will provide  a  copy of the  Asset Purchase  Agreement approved by the
Town's  Council on November 7, 2007 to Staff for Review.

2. Describe the Town of Queen Creek's experience operating water systems.

As a  condition of the  Asse t P urcha se  Agre e me nt, the  Town is  re ta ining the  se rvice s  of P a ul Ga rdne r,
the  curre nt pre s ide nt a nd 20+ ye a r e mploye e  of QCWC, to ove rse e  the  ope ra tion of the  wa te r sys te m
for die  Town. Mr.Ga rdine r is  be ing re ta ine d for a  minimum of 2 ye a rs  following close  of e scrow, with
a  provis ion to re ne w his  contra ct with due  Town for a nothe r 2 ye a rs  upon mutua l conse nt of the
pa rtie s . In a ddition, the  Town is  pla nning to re ta in ma ny of the  curre nt e mploye e s  of QCWC,
including those  who hold ce rtifica te s  for ope ra ting ma ny of the  ke y sys te ms  in the  compa ny.
Assuming comple tion of a  succe ssful e mployme nt a pplica tion a nd scre e ning proce ss , the se  QCWC
sta ff will be come  e mploye e s  of the  Town. More ove r, the  Town's  P ublic Works  Dire ctor a s  we ll a s  the
Ass is ta nt Town Ma na ge r ha ve  pa s t e xpe rie nce  ove rse e ing wa te r ope ra tions  M othe r jurisdictions .

3. What are the Town's expectations of rate increases for the next five years?

The  Town, as  a  municipa lity, is  not subject to Commission overs ight of its  ra tes . However, die  Town
reta ined the  firm of Economists .com to evaluate  the  water ra tes required to finance the  acquisition of
QCWC and operate  the  public water system. Following the  successful acquisition of QCWC and its
assets, Economists.com has provided the Town with a  10 year rate  model. Assuming an increase in
new accounts from 500-600 per year over the 10 year period, fully covering operating expenses of t;he
utility including paying debt service  on the  proposed $40 million loan from the  Water Infrastructure
Financing Authority, the  Town believes that a  customer who is using 10,000 gallons of water per
month, will see  the ir monthly water bill go from $23.70 to $34.29 per month over a  3 year period. No
other increases are planned over the remaining seven years of the rate model. The Town's rate
consultant indicates that the average Arizona water bill for a  person using 10,000 gallons per month
amounts to $39.04 per month (reflecting water ra tes in effect a t the time the comparison was made in
early 2007) .

The  Town's  ra te  consulta nt is  curre ntly upda ting due  compa rison for the  county a nd s ta te  to die  la te s t
wa te r ra te s  in e ffe ct. Wide  ma ny diffe re nt communitie s , wa te r ra te s  a re  a lwa ys  in flux. Give n a
pote ntia l 834.29 wa te r bill for the  10,000 ga llon cus tome r ove r a  thre e  ye a r pe riod, the  Town be lie ve s
its  ra te s  will compa re  quite  fa vora bly with those  in surrounding communitie s  a nd will continue  to be
we ll be low the  s ta te 's  ave rage . Fina lly, any ra te  increase  will come , pursuant to s ta te  s ta tute s , a fte r an
e xte ns ive  public proce s s , with the  Town Council ma king the  fina l ra te  de te rmina tion. The  Town
plans  to keep any ra te  increase  to a  minimum to the  cus tomer, seeking only those  increases  tha t cove r
the  ope ra ting expenses  of the  utility, required replacements  and re se rves , plus  the  required monie s  to
cove r de bt res erve cos ts .
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4. P rovide  a  ma p  illus tra ting  the  Town 's  c ity limits  a nd the  Town's  pla nning a re a  a s it re la te s
to Q CW C's  CC&N area.

The requested maps are attached at Exhibit B.

5. Please describe the Town's existing Public WorksDepartment and its place in the Town's
organizational chart.

The  Town's  P ublic Works  De pa rtme nt (46 a pprove d pos itions  for FY 2007-08) provide s  die
administrative and technical expertise  to carry out the design, plan review, inspection and maintenance
ne e ds  of the  Town re la tive  to  ca pita l improve me nt proje cts , cons triction, a nd infra s tnlcture
ma inte na nce . The  de pa rtme nt a lso provide s  for the  de ve lopme nt, coordina tion, a nd re vie w of a ll
a ctivitie s  in the  de pa rtme nt. Divis ions  include  Adminis tra tion, P W/CIP  P roje ct Inspe ction, S tre e t
Maintenance  and Opera tion, CIP Specia l Projects , Traffic, Flee t Maintenance , Facilities  Maintenance ,
a nd Wa s te wa te r Utility. Upon comple tion  of the  a cquis ition  of QCWC, a  s e pa ra te  Utilitie s
De pa rtme nt will be  forme d to ove rse e  both the  provis ion of pota ble  wa te r a nd continua tion of the
wastewater duties currently undertaken by the Public Works Department.

With respect to wastewater treatment, the Town owns and maintains its wastewater collection system.
The Town has a  population of less than 25,000 and is therefore classified as a  Grade 3 Collection
System. The Town's Maintenance and Operations Manager Qanet Martin, P.E.) maintains a  Grade 3
Wastewater Collections System Operator certification. The Wastewater Division staff includes a
Manager, a Management Assistant, two Maintenance and Operations Specialists, a  Pre-Treatment
Inspector, and a  Utility Marking Technician. The Specia lis ts  clean collection lines, inspect manholes,
and mainta in lift s ta tions. The Pre-Treatment Inspector monitors commercia l grease  and sand
interceptors, samples the wastewater stream, and reviews plans for new pre-treatment facilities. The
Wastewater Division operates a  hydrovac truck and three light duty trucks.

The Town discharges its wastewater to the Greenfield Wastewater Treatment Plant (we></TpI, located
a t 4400 South Greenfie ld Road in Gilbert. The  WWTP is  owned jointly by due  Town, the  Town of
Gilbert, and City of Mesa . Mesa is responsible for maintenance and operations of the plant. The
design average  da ily flow is  16 million ga llons per day MGD) per the  Aquifer Protection and Arizona
Pollutant and Discharge  Elimination System permits . The  Town's  current capacity in the  plant is  4
MGD, roughly ha lf of its  projected build-out needs . Flows a re  currency averaging 1 MGD.
Additional capacity has been built into the plant for Euture  expansions, and the Town will receive an
additional 4 MGD capacity as the plant expands to ultimate  capacity.

A copy of the  Town's  organiza tional chart is  a ttached a t Exhibit C.
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6. P rovide  a  copy of a ny notice  provide d to the  public by QCWC or the  Town of Que e n Cre e k
a bout the  propose d sa le .

A copy of due  notice  ma ile d to e a ch curre nt cus tome r of QCWC, a long with proof of ma iling, is
a ttached a t Exhibit D. A copy of the  notice  printed in the  Eas t Va lley Tribune  on Octobe r 31, 2007,
a long with a n a ffida vit of publica tion, is  a tta che d a t Exhibit E. If ne ce s s a ry, QCWC is  willing to
separate ly docket a  Notice  of Publication.

7. Pleas e provide Arizona De pa rtme n t o f Environme n ta l Q u a lity ("ADE Q ") Complia nc e
Status Re ports  for a ll e xis ting water fa cilitie s . Re ports  s hould be  da te d with in  th e la s t thre e
months .

A copy of the  P ublic Wa te r S ys te m Complia nce  S ta tus  Re port, da te d S e pte mbe r 19, 2007,
demonstrating the compliant status of Public Water System 07-033, operated by QCWC, is attached at
Exhibit F.

As noted in the  Applica tion, consummation of the  acquis ition by the  Town is  conditioned, in pa rt, on
rece ipt of approva l of the  cance lla tion of QCWC's  Certifica te  of Convenience  and Necess ity by the
Commiss ion. We  would, the re fore , apprecia te  prompt notifica tion of any continued insufficiencie s .
If you ha ve  a ny que s tions  a bout the se  re sponse s , or ne e d hithe r informa tion, ple a se  conta ct die
undersigned at 602-364-7003.

Ve ry

e ye . to

S BL/ia f
Enclosures



RESOLUTION 610-06

A RESOLUTION OF THE MAYOR AND COMMON COUNCIL OF
THE TOWN OF QUEEN CREEK, ARIZONA, DECLARING A
PUBLIC NEED AND NECESSITY AND A PUBLIC PURPOSE;
AUTHORIZING AND DIRECTING THE TOVVN MANAGER, TOWN
ATTORNEY AND TOWN STAFFTOTAKE ANY AND ALL ACTION
NECESSARY; AND, TO SIGN ANY AND ALL DOCUMENTS; AND
TO PAY ANY AND ALL COSTS OR FEES IN ORDER TO ACQUIRE
THE BUSINESS KNOWN AS THE QUEEN CREEK WATER
COMPANY, COMPRISING REAL AND/OR PERSONAL PROPERTY
LQCATED IN QUEEN CREEK, ARIZONA, THRQUGH GIFT,
PURCHASE, OR EMINENT DOMAIN; .

NOW, THEREFORE, BE IT RES OLVED by the  Ma yor a nd Com m on Council of the
Town of Que e n Cre e k, Arizona , a s  follows:

Section 1.

rece ive , hold, lease  and convey property, rea l and personal, necessary or proper to
ca rry out the  purpose s  of the  corpora tion, within or without its  limits .

Section 2.

of a  public na ture  and acquire  property to fi1 er such purposes .

Section 3. That the  Town has identified a  certa in business within the  Town known as the  Queen
Creek Water Company which engages in a  service  of a  public nature  which the  Town
now wishes  to provide  to its  citizens .

Section 4. Tha t the  Ma yor a nd  Common Counc il find  tha t a cquis ition  of s a id  bus ine s s  a nd
a ccompa nying re a l a nd pe rs ona l prope rty is  a  public  us e  a nd in the  be s t inte re s ts
of the  c itize ns  of Que e n Cre e k a nd tha t the  a cquis ition is  ne ce s s a ry in  orde r for the

Town of Que e n Cre e k to  continue  to  prote c t the  he a lth , s a fe ty, a nd we lfa re  of the
citize ns  .

Section 5. That the Town Manager, Town Attorney and Town Staff are hereby authorized and

directed to acquire the business and property described in Section 4 above by gift,

purchase or eminent domain, and to do all acts and to sign all documents and pay all

costs necessary to acquire said business and property, including if necessary by use of

the power of eminent domain as set forth in A.R.S. § 12-1 l l l et. seq. and A.R.S. §9-
511 et seq. .

Resolution 610-06
Page l off



P AS S ED AND ADOP TED BY the  Mayor and Common Council of the  Town of Queen
Creek, Arizona, this 4th day of October, 2006.

FOR THE TOWN OF QUEEN CREEK: ATTESTED TO:

own Clerk

REVIEWED BY : APPROVED AS TO FORM:

ass, Interim Town Manager Freddy J .3isman, Town Attorney

s

.

Resolution 610-06
Page2 of 2
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Tribune puss NOTICE oF AN Al' ucamouFor 'ms
SALE _or ASSETS AND m§cAmsLunon OF
. THE CERTIFICATE OF GONVENIEHGE AND

NECESSITV av

QUEEN CREEK WATER COMPANY

lLama"_»U A14 V u 'J LUJJ3

iLe's'% ,-Wu' .19 i9388. ». r'af>rJ@J §s 4<'L
for
Certificate of Convenience and Necessity to provide

Queen Creeiewater Company system is

application is granted, the Tove of Queen Greek would
be the

Phone(480) 898-5479 Fax (480) 898-64
Affidavit of Publication

deposits, service line and meter installations (Water

A c c o u n t  N u m b e r :  1 9 9 8 5 9 9

Queen Creek Water Company has Tiled with the Arizona
Corporation Gommission f"ComMissloN") an applieaiion

authorization to Se r its assets and cancel its

water service.
being purchased by the Town of Queen Creek. H the

exclcvsrve provider of water service to your area
and will establish its own rates and charges.

If you have my ctelms,agalnst Queen Creek Water
Company, Mc udlng claims for refunds of security

Only) or mainlineextension agreements and you have
not already been pomaded Hg the Cornea%
present your claim to Queen reek Water rnpany on
or before NoveMber 21, 2007.

Gardner,
Queen Creek, AZ
Ext. 12.

Paul T. 22718 s. Elisworih
85242 or by phone at (4B0)987*-2240

you must

Dirac! your clalm(s) to
Rm, Bldg. A,

P . O .  N u m b e r :  P u b l i c  N o t i c e

I n v o i c e  N u m b e r :  1 5 6 1 6 3 4 7 proceeding, you may contact the Consumer Services

Street, Phoenix, Arizona 85007 or call 1-800-222-7000.

Ociobar31, 20137/15518347

Approval of the application may be given without a
hearing. If you have any questions or concerns about '
this fllcation, have any objections to its approval or
would Ike to request information on intervention in :he

Section of the Commission of 1200 West Washington

Price: $74.53

S T A T E  O F  A R I Z O N A

C o u n t y  o f  M a r i c o p a

l ,  S u e  P a c h o l k e ,  L e g a l  R e p r e s e n t a t i v e ,  a c k n o w l e d g e  t h a t  t h e  a t t a c h e d  a d

w a s  p u b l i s h e d  i n  a  n e w s p a p e r  o f  g e n e r a l  c i r c u l a t i o n .  T h e  d a t e s  o f  t h e

p u b l i c a t i o n  a r e  a s  f o l l o w s :  O c t o b e r  3 1 ,  2 0 0 7

The ribbon (EastV ll &Scottsdale Editions)

S u e  P a c h o l k e ,  L e g a l R e p r e s e n t a t i v e

S T A T E  O F  A R I Z O N A

C O U N T Y  O F  M A R I C O P A

O n  N o v e m b e r  8 ,  2 0 0 1 ,  S u e  P a c h o l k e  p e r s o n a l l y  a p p e a r e d  b e f o r e  m e ,  w h o m

I  k n o w  p e r s o n a l l y  t o  b e  t h e  p e r s i s {

h e l s a  p r o v e d  h e l s a  s i g n e d  i t .

s i g n e d  t h e  a b o v e  d o c u m e n t  a n d

Awe "'l\ Q ®@<ly»a
N O T A R Y p u s s

GFFIC AL SEAL
THERESA MAR:E DIBGNA
NOTAF:V PUBLIC_A,9lZ0NA

MARVCOPA oahu~Ty
My Lcnvn Expires ulJI7E30, zoos
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Maricopa  County
O Environmental Services Department

PUBLIC WATER SYSTEM COMPLIANCE STATUS REPORT

System Name: Queen Creek Water Company
PWS ID#: 01- 033

Type of System: Community Number of POE's: 7 Surface Water: No
Number of Service Connections: 6418 PopLation Served: 21821

Assigned Monitoring Dates - Initial: 1/1/95 Phase II: 1/1/95 Phase V: 1/1/95

Does the water system have a Certified Operator? Yes

Does the system have major treatment plant deficiencies? No
Please describe:

Date of last inspection: February 8, 2007

Does the system have major O 8¢ M deficiencies? Ng
Please describe: Minor corrections were completed and documented 3/8/2007.

Does the system have water quality monitoring/reporting deficiencies? No
Please describe:

General Public Water System Compliance Status? Compliant

Date of compliance review: 09/18/07 By: Rob Collins
Phone: (602) 506-0719

Initials: RC

Requested By: Donald Schnepf Fax Number/ Contact: (480) 492-6739
Supervisor Initials: GY Date: 9/19/07

Tracking Number: 1382

Drinking Water Program

John Kolman, Manager
1001 N. Central Ave., Suite 150Phoenix, Arizona 85004-1940 P hone : (602) 506-6666 Fax: (602) 506-6925


