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IN THE MATTER OF THE APPLICATION OF
DIVERSIFIED WATER UTILITIES, INC. TO
EXTEND ITS CERTIFICATE OF CONVENIENCE
AND NECESSITY IN PINAL COUNTY,
ARIZONA.

PROCEDURAL ORDER
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BY THE COMMISSION:
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On J uly 30, 2007, a n e vide ntia ry he a ring in the  a bove -ca ptione d ma tte r wa s  he ld be fore  a  duly

a uthorize d Adm inis tra tive La w J udge ( "ALJ ") o f the Ariz o n a Corpora tion Com m is s ion

("Com m is s ion") a t its  office s  in  P hoe nix, Arizona .

Du r in g  t h e he a ring, Dive rs ifie d W a te r Utilit ie s , In c . ("Div e rs ifie d ") s ta te d  th a t  th e

infra s truc ture  for the  re que s te d Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") e xte ns ion a re a

would  be  fina nce d through a  com bina tion  of a dva nce s  in  a id  of cons truc tion  ("AIAC") a nd hook-up

fe e s . Whe n que s tione d by the  ALJ , Dive rs ifie d wa s  una ble  to e xpla in whe the r a nd how a  de ve lope r's

pa ym e nt o f hook-up  fe e s  m igh t be  im pa c te d  by the  de ve lope r's  pa ym e nt o f AIAC.  Thus ,  the  ALJ

dire c te d Dive rs ifie d a nd the  Com m is s ion 's  Utilitie s  Divis ion S ta ff ("S ta ff") to  m e e t a nd dis cus s  how

Dive rs ifie d  will ha nd le  hook-up  fe e s  a nd  AIAC c o lle c te d  to  fund  the  in fra s truc tu re  fo r the  CC&N

e xte ns ion a re a . In  a dd ition ,  the  ALJ  d ire c te d  Dive rs ifie d  a nd  S ta ff to  file  a  jo in t la te -file d  e xh ib it

e xpla ining the  re s olution of the  is s ue ,  if re s olution is  re a che d, or e xpla ining the  pos ition of e a ch on

the  is sue .

By P roce dura l O rde r is s ue d  O c tobe r ll,  2007,  S ta ff a nd  Dive rs ifie d  we re  orde re d  to  file ,  no

la te r tha n  Nove m be r l,  2007,  a  jo in t la te -file d  e xhib it e xpla in ing  how Dive rs ifie d  will ha ndle  hook-

up  fe e s  a nd  AIAC colle c te d  to  fund the  infra s truc ture  for the  CC&N e xte ns ion  a re a  or,  if S ta ff a nd

Dive rs ifie d we re  una ble  to re a ch re solution on the  is sue , e xpla ining the  pos ition of e a ch on the  is sue .

By te le confe re nce  he ld  on Nove m be r l,  2007, couns e l for S ta ff a nd Dive rs ifie d re que s te d to
28
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1 have  the  due  da te  for the  la te -filed exhibit extended to November 13, 2007, to a llow them additiona l

2 time  to work on re s olving the  is s ue .

3 By Procedura l Order issued November 1, 2007, the  due  da te  for the  joint la te -filed exhibit was

4 e xte nde d to Nove mbe r 13, 2007.

5 On November 13, 2007, Dive rs ified filed a  la te -filed exhibit s ta ting tha t:

6 1. Dive rs ifie d ha d conclude d tha t its  hook-up fe e  ta riff is  no longe r a ppropria te  for

7  Dive rs ifie d ;

8 2. Dive rs ifie d will file  a  se pa ra te  a pplica tion to te rmina te  its  hook-up fe e  ta riff, re nde ring

9 the  hook-up fe e /AIAC is sue  moot in this  proce e ding,

10 3. S ta ff concurs  tha t te rmina ting the  hook-up fe e  ta riff will re nde r the  hook-up fe e /AIAC

11 issue  moot in this  proceeding,

12 4. Dive rs ifie d be lie ve s  tha t it is  unne ce s sa ry to a ddre s s  the  hook-up fe e /AIAC is sue  in

13 this  ma tte r a s  it will be  rende red moot upon te rmina tion of Dive rs ified's  hook-up fee  ta riff; and

14 5. S ta ff does  not object to Dive rs ified's  pos ition.

15 On Nove mbe r 16, 2007, a  P roce dura l Orde r wa s  is sue d dire cting S ta ff to file , by Nove mbe r

16 26, 2007, a  re sponse  to Dive rs ifie d's  la te -file d e xhibit a nd a ny ne w re comme nda tions  re sulting from

17 Dive rs ifie d's  pos ition e xpre s se d in the  la te -file d e xhibit.

18 On Nove mbe r 27, 2007, S ta ff file d a  re sponse  a s  re que s te d by the  P roce dura l Orde r. In its

19 re s pons e , S ta ff s ta te d tha t it ma y be  a ppropria te  for Dive rs ifie d to te rmina te  its  hook-up fe e  ta riff

20 be ca use  it ma y he lp Dive rs ifie d build ra te  ba se . S ta ff a lso re comme nde d tha t Dive rs ifie d be  re quire d

21 to include  in its  future  main extens ion agreements  re fund provis ions  tha t exceed those  in A.A.C. Rl 4-

22  2 -406 (D).

23 provis ions  exceed 20% of the  tota l gross  annua l revenue  from the  main extension and tha t re funds be

24 ma de  until the  e ntire  ba la nce  is  re funde d. S ta ff s ta te d tha t, in the  a lte rna tive , Dive rs ifie d could is sue

25 e quity to fina nce  the  e xte ns ions .

26 On De ce mbe r 7, 2007, Dive rs ifie d file d a  re ply to S ta ff's  re s pons e . Dive rs ifie d e xpre s s e d

27 conce rn tha t S ta ffs  re commenda tion more  than doubled the  10% and 10-yea r re fund pe riod required

28 by A.A.C. R14-2-406(D) a nd ins te a d sugge s te d tha t it be  re quire d to incre a se  its  re fund provis ion in

S ta ff furthe r re comme nde d tha t, until furthe r Orde r of the  Commis s ion, the  re fund
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no later than December 27, 2007, f ile a

/344 da y of De ce mbe r, 2007.

SARAH n. HARPRIN., J
ADMINISTRATIVE LAW JUDGE
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William P . Sullivan
CURTIS , GOODWIN, S ULLWAN, UDALL
& S CHWAB, P LC
501 East Thomas Road
P hoe nix, AZ 850 la
Attorney for Dive rs ified Wate r Utilitie s , Inc.

Christopher Kempley, Chief Counse l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007

By:

1 future  ma in e xte ns ion a gre e me nts  to 15% until (1) 25 ye a rs  ha s  pa s s e d, (2) full re pa yme nt of the

2 a dva nce , or (3) the  a mount of re funds  pa id e qua ls  the  curre nt ne t book va lue  of the  pla nt ins ta lle d

3 unde r the  ma in extens ion agreement.

4 It would be  he lpful to the  Commis s ion to re ce ive  S ta ffs  input on Dive rs ifie d 's  s ugge s te d

5 a lte rna tive  to S ta ffs  re commenda tion.

6 IT IS  THEREFORE ORDERED tha t S ta ff s ha ll,

7 re sponse  to Dive rs ified's  December 7, 2007, reply to S ta ff' s  re sponse .

8 IT IS  FURTHER ORDERED tha t the  Ex P a rte  Ru le  (A.A.C. R14-3-113-Una u thorize d

9 Communica tions ) a pplie s  to  th is  proce e ding a nd s ha ll re ma in  in  e ffe ct until the  Commis s ion 's

10 De cis ion in this  ma tte r is  fina l a nd non-a ppe a la ble .

l l IT IS  FURTHER ORDERED tha t the  Adminis tra tive  La w J udge  ma y re s cind, a lte r, a me nd,

12 or wa ive  a ny portion of this  P roce dura l Orde r e ithe r by subse que nt P roce dura l Orde r or by ruling a t

13  he a ring .

14 Da te d this
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The foregoing was mailed/de livered
this day of December, 2007 to:
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Ernest G. Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007 Secretary t@Sarah N. Harpring
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