
FROM:

Attached is the Staff Report for Arizona Water Company's application for extension of
its existing Certificate of Convenience and Necessity to provide water service. Staff is
recommending approval with conditions,

EGJ  :BNC :tap

Date:

O rig ina to r: Ble s s ing  Chukwu

R E : STAFF REPORT FOR ARIZONA WATER COMPANY -. APPLICATION FOR
EXTENSION OF ITS EXISTING CERTIFICATE OF CONVENIENCE AND
NECESSITY FOR ITS CASA GRANDE SYSTEM (DOCKET no. W-01445A-07-
0291)

Eyes s
Director
Utilities Division

Do c k o l

December 20, 2007

ORIGINAL

M E M O R A N D U M

. . , .
,.~ . , J

. _._
»..

0000080030
II IIIIIIIIIIIIIII IIII

».

..._
1

l" -a

ET
. I

f t?)
: I
£"'>

: u

so

j;>
_-,...-*"."*-»

$4 l

C nm.
i .

OMona Gonsotaixcm BomniWon

UOGKET ED
use 20 mm OO

TO :

Y
ooc*E'E B

N L

. . .



S e rvice  Lis t for: Arizona  Wa te r Compa ny
Docke t No. W-01445A-07-0291

Mr. Robert W. Geake
Arizona  Wate r Company
Post Office  Box 29006
Phoenix, Arizona  85038

Mr. Chris tophe r C. Ke e le y
Chie f, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Mr. Ernes t G. Johnson
Dire ctor, Compa ny Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Ms . Lyn Fa rme r
Chie f, He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007



STAFF REPORT
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

ARIZONA WATER COMP ANY

W-01445A-07-0291

APPLICATION FOR EXTENSION OF ITS EXISTING CERTIFICATE OF CONVENIENCE
AND NECESSITY FOR ITS CASA GRANDE SYSTEM

DECEMBER 20, 2007



STAFF ACKNOWLEDGMENT

The Staff Report for Arizona Water Company (Docket No. W-01445A-07-0291) was the
responsibility of the Staff members signed below. Blessing Chukwu was responsible for the
review and analysis of the Company's application. Jean W. Liu was responsible for  the
engineering and technical analysis.

Blessing Chukwu
Executive Consultant III

¢I$!&*i "* .
w e

5 4 "
, -~*'*'" *̀"

nil'

/ r
Jean w. Liu

Utilities Engineer



EXECUTIVE SUMMARY
ARIZONA WATER COMPANY

APPLICATION FOR EXTENSION OF ITS EXISTING CERTIFICATE OF
CONVENIENCE AND NECESSITY TO PROVIDE WATER SERVICE

DOCKET no. W-01445A-07-0291

On May 14, 2007, Arizona Water Company ("AWC" or "Company") filed an application
with the Arizona Corporation Commission ("ACC" or "Commission") for an extension of its
Certificate of Convenience and Necessity ("CC&N") to provide water service in portions of
Pinal County,  Arizona.  An Amendment to the application was filed on May 25,  2007.  On
November 2, 2007, Staff filed a Sufficiency Letter indicating that the application had met the
sufficiency requirements of the Arizona Administrative Code.

AWC is an Arizona Corporation, in good standing with the Corporations Division, and
engaged in providing water utility service to customers in various portions of Cochise, Coconino,
Gila,  Maricopa, Navajo, Pima, Pinal and Yavapai Counties in Arizona. According to the
Company's Annual Report for the year ending December 3 l, 2006, the Company provides water
utility service to over 81 ,000 customers in Arizona.

By this application, AWC is seeking Commission authority to add 5 different parcels
(over 1,570 acres) to its CC&N. One of the parcels is within the corporate city limits of the City
of Eloy. The City of Eloy filed a Letter of objection in the docket indicating that it does not
support the application. The request will add approximately 2.5 square-miles to the Company's
existing certificated area. The Company serves the City of Casa Grande in Pina] County.

Based on Staff's review and analysis of the application, Staff believes that the existing
system will have adequate production and storage capacity to serve the existing and proposed
CC&N extension areas within a conventional live year planning period.

Staff recommends the Commission approve AWC's application for  extension of its
existing CC&N to provide water service to Parcels 1, 2, 4, and 5 in Pinal County, subject to
compliance with the following conditions:

1. To require AWC to charge its authorized rates and charges in the extension area.

2. To require AWC to file with Docket Control, as a compliance item in this docket, a
copy of the Arizona Department of Environmental Quality Approval To Construct
("ATC") for the facilities needed to serve Phase I of each of the Parcels within the
requested areas within 2 years of the effective date of an order in this proceeding.

3. To require AWC to file with Docket Control, as a compliance item in this docket, a
copy of the developers' Certificate of Assured Water Supply, for each of the Parcels
within the requested areas, within 2 years of the effective date of an order in this
proceeding.



Sta ff furthe r recommends  tha t the  Commiss ion's  Decis ion granting the  reques ted CC&N
e xte ns ion be  cons ide re d null a nd void, a fte r due  proce s s , s hould the  Compa ny fa il to me e t
Conditions  No. 2, and 3 lis ted above  within the  time  specified.

S ta ff a ls o re comme nds  tha t the  Commis s ion gra nt AWC a n Orde r P re limina ry to the
issuance  of a  CC&N for Pa rce l 3, subject to the  following condition:

I. Tha t AWC be  re quire d  to  file  with  Docke t Contro l, a s  a  complia nce  ite m in  th is
docke t, a  fra nchis e  or othe r cons e nt to ope ra te  within the  municipa l bounda rie s  of
Eloy with in  l ye a r of the  de cis ion  gra nting  the  Orde r P re limina ry. Afte r AWC
re ce ive s  the  a ppropria te  docume nta tion from Eloy, AWC s ha ll file  a  Motion in this
docke t for the  issuance  of a C C &N authorizing it to cons truct, ma inta in and ope ra te
fa cilitie s  to provide  wa te r s e rvice  to the  public in P a rce l 3, more  fully de s cribe d in
Atta clnne nt B. Upon the  Motion ofAWC a nd the  ve rifica tion of s a tis fa ction of the
requirement for the  issuance  of the C C &N for Parce l 3, S taff sha ll prepare  and docket
an orde r for Commiss ion approva l. In the  event AWC does  not obta in a  franchise  or
othe r conse nt to provide  wa te r utility se rvice  to Pa rce l 3 within l ye a r of the  de cis ion
granting the  Orde r P re limina ry, then the  Orde r P re limina ry sha ll be  deemed null and
void and Sta ff sha ll file  a  memorandum in the  docke t s ta ting such.
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In tro d u c tio n

On Ma y 14, 2007, Arizona  Wa te r Compa ny ("AWC" or "Compa ny") file d a n a pplica tion
with the  Arizona  Corpora tion Commis s ion ("ACC" or "Conlmis s ion") for a n e xte ns ion of its
Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") to provide  wa te r s e rvice  in portions  of
P ina l County, Arizona . An Amendment to the  applica tion was  filed on May 25, 2007.

On J une  11, 2007, the  ACC Utilitie s  Divis ion ("S ta fF') file d a n Ins ufficie ncy Le tte r,
indica ting tha t the  Compa ny's  a pplica tion did not me e t the  sufficie ncy re quire me nts  of Arizona
Adminis tra tive  Code  ("A.A.C."). A copy of the  Ins ufficie ncy Le tte r wa s  s e nt to the  Compa ny
via  U.S  mail. In the  Le tte r, S ta ff lis ted the  de ficiencies  tha t needed to be  cured for adminis tra tive
purposes.

On July 19, 2007, September 28, 2007, and November 15, 2007, the  Company provided
additiona l documenta tion to support the  re lie f requested.

On September 24, 2007, the  City of Eloy filed a  le tte r objecting to AWC's  applica tion for
an extens ion of its  CC&N.

On November 2, 2007, S ta ff filed a  Sufficiency Le tte r indica ting tha t the  applica tion had
met the  sufficiency requirements  of A.A.C. R14-2-402.

Background

AWC is  a n Arizona  Corpora tion, in good s ta nding with the  Corpora tions  Divis ion, a nd
engaged in providing wa te r utility se rvice  to cus tomers  in va rious  portions  of Cochise , Coconino,
Gila , Ma ricopa , Na va jo, P ima , P ina l a nd Ya va pa i Countie s  in Arizona . The  Compa ny is  a
wholly-owne d subs idia ry of Utility Inve s tme nt Compa ny, which is  a  wholly-owne d subs idia ry of
Unite d Re s ource s , Inc. According  to  the  Compa ny's  Annua l Re port for the  ye a r e nding
De ce mbe r 31, 2006, the  Compa ny provide s  wa te r utility s e rvice  to ove r 81,000 cus tome rs  in
Arizona . AWC provide s  wa te r s e rvice  to cus tome rs  in 18 wa te r s ys te ms  in thre e  groups :
Northern, Eastern and Western.

By this  a pplica tion, AWC is  s e e king Commis s ion a uthority to a dd 5 diffe re nt pa rce ls
(ove r 1,570 a cre s ) to its  CC&N. The  re que s t will a dd a pproxima te ly 2.5 s qua re -mile s  to the
Compa ny's  e xis ting ce rtifica te d a re a . The  Compa ny s e rve s  the  City of Ca s a  Gra nde  in P ina l
County.

The  Wa te r Sys tem

According to the  Water Use  Data  Shee t submitted by the  Company, the  Company's  Casa
Gra nde  wa te r sys te m ha s  18 we lls  producing ove r 20,300 ga llons  pe r minute  ("GP M"), 14.27
million ga llons  of s tora ge  ca pa city, a nd a  dis tribution s ys te m s e rving a pproxima te ly 21,500
se rvice  conne ctions  a s  of Ja nua ry 2007. Ba se d on his torica l growth ra te s , it is  a nticipa te d tha t
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the  e xis ting s e rvice  a re a  could grow to a pproxima te ly 29,000 corre ctions  a t the  e nd of five
ye a rs . The  Compa ny ha s  pre dicte d a n a dditiona l 2,570 conne ctions  for the  propos e d CC&N
extens ions  a t the  end of five  yea rs , re sulting in a  projected tota l cus tomer base  of approximate ly
31,570 a t the  end of five  years . Based on the  exis ting well production and s torage  capacities , the
system can serve  approximate ly 32,500 service  connections.

According to the  Compa ny, no a dditiona l we lls , s tora ge  ta nks , or boos te r pumps  will be
re quire d to s e rve  the  five  pa rce ls  tha t ma ke  up the  propos e d C C &N extens ion a rea . S ta ff
concludes  tha t the  exis ting system will have  adequa te  production and s torage  capacity to se rve
the  e xis ting a nd propos e d C C &N e xte ns ion a re a s  within a  conve ntiona l live  ye a r pla nning
pe riod.

The  Compa ny s ubmitte d the  following cos t e s tima te
improvements  (off-s ite  wa te r dis tribution ma ins) :

for the  re que s te d a re a 's  off-s ite

Parce l 1 (Shreeve  110, 110 Acres)
Parce l 2 (Casa  Grande  Mounta in Ranch, 305.63 Acres)
Parce l 3 (Levison Property, 40 Acres)
Parce l 4 (Haugen Development, 480 Acres)
Parce l 5 (Avra  P lanta tion, 640 Acres)

$502,207
$168,766
$509,912
3226,048
$168,766

TO TAL $1,575,699

Staff has  reviewed the  proposed plant-in-se rvice  and found the  plant facilitie s  and cost to
be  reasonable  and appropria te . However, approva l of this  CC&N extens ion applica tion does  not
imply a ny pa rticula r future  tre a tme nt for de te rmining the  ra te  ba s e . No "us e d a nd us e ful"
de te rmina tion of the  proposed plant-in-se rvice  was  made , and no conclus ions  should be  infe rred
for ra te  making or ra te  base  purposes in the  future .

S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce  ite m in
this  docke t, a  copy of the  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") Approva l To
Cons truct ("ATC") for the  fa cilitie s  ne e de d to s e rve  P ha s e  I of e a ch of the  P a rce ls  within the
requested areas within 2 years  of the  effective  da te  of an order in this  proceeding.

ADEQ Compliance

ADEQ regula te s  AWC's  Casa  Grande  wa te r sys tem unde r ADEQ Public Wa te r Sys tem
LD. #11-009. Based on compliance  informa tion submitted by the  Company, the  sys tem has  no
de ficiencie s  and ADEQ has  de te rmined tha t this  sys tem is  currently de live ring wa te r tha t mee ts
wate r qua lity s tandards  required by Arizona  Adminis tra tive  Code , Title  18, and Chapte r 4.



Arizona  Wate r Company
Docke t No. W-01445A-07-0291
Page 3

Arizona Department of Water Resources ("ADWR") Compliance

The  Compa ny is  loca te d  with in  the  P ina l Active  Ma na ge me n t Are a  ("AMA"), a s
de s igna te d by ADWR. As  a  re s ult, the  Compa ny is  s ubje ct to the  re porting a nd cons e rva tion
rule s  of ADWR. ADWR ha s  indica te d tha t the  Compa ny is  in complia nce  with the  P ina l AMA's
requirements .

S ta ff re comme nds  tha t the  Compa ny be  re quire d  to  file  with  Docke t Control, a s  a
complia nce  ite m in this  docke t, a  copy of the  de ve lope rs ' Ce rtifica te  of Assure d Wa te r Supply,
for each of the  Parce ls  within the  requested a reas , within 2 years  of the  e ffective  da te  of an order
in this  proceeding.

ACC Complia nc e

According to the  Utilitie s  Divis ion Complia nce  S e ction, AWC ha s  no outs ta nding ACC
compliance  issues.

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 ("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  Ja nua ry 23, 2006.

The  Company indica ted its  a rsenic leve ls  for its  we lls  range  from 7 ppb to 45 ppb. Based
on these  leve ls , the  Company is  in the  process  of deve loping a  trea tment plan to comply with the
ne w a rs e nic s ta nda rd. In De cis ion No. 67518, is s ue d on J a nua ry 20, 2005, the  Commis s ion
a pprove d the  imple me nta tion of a n Arse nic Cos t Re cove ry Me cha nism which would a llow the
Company to recover a rsenic trea tment cos ts  for its  Weste rn Group. The  Casa  Grande  System is
pa rt of this  Weste rn Group,

Cu rta ilme n t P la n  Ta riff

AWC ha s  a n a pprove d curta ilme nt ta riff for "All S e rvice  Are a s " tha t wa s  a pprove d by
Decis ion No. 66235 e ffective  July 23, 2004.

Propos ed Rates

AWC ha s  propos e d to  provide  wa te r utility s e rvice  to  the  e xte ns ion a re a  unde r its
authorized rates and charges.

Franchis e

Eve ry a pplica n t fo r a  CC&N a nd/or C C &N e xte ns ion is  re quire d to  s ubmit to  the
Commission evidence  showing tha t the  applicant has  rece ived the  required consent, franchise  or
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pe rmit from the  prope r a uthority, purs ua nt to ARS  40-282.B. If the  a pplica nt ope ra te s  in a n
unincorpora ted a rea , the  company ha s  to obta in the  franchise  from the  County. If the  applicant
opera tes  in an incorpora ted a rea  of the  County, the  applicant has  to obta in the  franchise  from the
City/Town.

AWC has  filed in the  docke t copie s  of the  franchise  agreements  it had ente red into with
both Pina l County and the  City of Casa  Grande  for Parce ls  1, 2, 4, and 5.

P a rce l 3 is  within the  municipa l bounda rie s  of the  City of Eloy ("Eloy"). According to
AWC's  re sponse  to S ta ffs  Insufficie ncy Le tte r, "the  Compa ny doe s  not ha ve  a  fra nchise  from
the  City of Eloy, but inte nds  to file  a n a pplica tion for a  fra nchise  a t the  a ppropria te  time ." S ta ff
is  aware  tha t Eloy ope ra te s  its  own municipa l wa te r and was tewa te r sys tems within its  municipa l
bounda rie s  and tha t Mr. Dougla s  Olson, the  Wate r and Wastewa te r Sys tems  Manage r for Eloy,
ha d te s tifie d in Docke t No. W-01445A-05-0469 tha t Eloy doe s  not a nd would not give  or is sue
a ny cons e nt, fra nchis e  or pe rmit to a ny wa te r a nd/or wa s te wa te r utility compa ny (including
AWC) to provide  utility s e rvice s  within its  corpora te  city limits . S ta ff is s ue d a  da ta  re que s t to
AWC, on Augus t 30, 2007, re que s ting AWC to  ".... provide  a  le tte r from the  City of Eloy
s ta ting whe the r the y s upport or oppos e  the  CC&N e xte ns ion a pplica tion." On S e pte mbe r 21,
2007, AWC s ubmitte d its  re s pons e  to S ta ff" s  da ta  re que s t with Eloy's  le tte r of obje ction. On
S e pte mbe r 24, 2007, Eloy's  le tte r of obje ction wa s  file d in the  docke t. (S e e  Atta chme nt C). In
essence , the  le tter s ta tes tha t Eloy does not support this  instant applica tion for the  same reasons it
opposed the  applica tion in Docke t No. W-01445A-05-0469.

S ta ff be lie ve s  tha t the  inclus ion of Pa rce l 3 in the  a pplica tion for e xte ns ion of its  CC&N
a s  propos e d by the  Compa ny ma y cre a te  a n infringe me nt or e ncroa chme nt on Eloy without
pe rmis s ion if a pprove d by the  Commis s ion. Be ca us e  AWC ha s  a  re que s t for s e rvice  from
Me s s e r J e ffre y Le vis on  a nd  Cha rle s  Le vis on  fo r P a rce l 3 , S ta ff be lie ve s  tha t a n  Orde r
P re limina ry to  the  is s ua nce  of a  CC&N ma y be  more  a ppropria te  for P a rce l 3 . An Orde r
P re limina ry to a  CC&N will give  AWC the  opportunity to re que s t officia l a ction of the  City of
Eloy re ga rding fra nchise  or othe r conse nt for ope ra tion with its  municipa l bounda ry. The re fore ,
S ta ff re comme nds  tha t the  Commiss ion gra nt AWC a n Orde r P re limina ry to the  is sua nce  of a
C C &N for P a rce l 3. S ta ff Mothe r re comme nds  tha t AWC be  re quire d to file  with Docke t
Control, a s  a  complia nce  ite m in this  docke t, a  fra nchise  or othe r conse nt to ope ra te  within the
municipa l bounda rie s  of Eloy, within l ye a r of the  de cis ion gra nting the  Orde r P re limina ry.
Afte r AWC re ce ive s  the  a ppropria te  docume nta tion from Eloy, AWC sha ll file  a  Motion in this
docke t for the  is suance  of a  CC&N authorizing it to cons truct, ma inta in and ope ra te  facilitie s  to
provide  wa te r se rvice  to the  public in Pa rce l 3, more  fully de scribe d in Atta chme nt B. Upon the
Motion of AWC a nd the  ve rifica tion of s a tis fa ction of the  re quire me nt for the  is s ua nce  of the
CC&N for P a rce l 3, S ta ff sha ll pre pa re  a nd docke t a n orde r for Commiss ion a pprova l. In the
event AWC does  not obta in a  franchise  or othe r consent to provide  wa te r utility se rvice  to Parce l
3 within 1 ye a r of the  de cis ion gra nting the  Orde r P re limina ry, the n the  Orde r P re limina ry sha ll
be  deemed null and void and Staff sha ll file  a  memorandum in the  docket s ta ting such.
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Recommendations

S ta ff re comme nds  the  Commis s ion a pprove  AWC's  a pplica tion for e xte ns ion of its
e xis ting CC&N to provide  wa te r s e rvice  to P a rce ls  1, 2, 4, a nd 5 in P ina l County, s ubje ct to
complia nce  with the  following conditions :

1. To require  AWC to charge  its  authorized ra tes  and charges  in the  extension a rea .

2. To re quire  AWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
copy of the  Arizona  De pa rtme nt of Environme nta l Qua lity Approva l To Cons truct
("ATC") for the  fa cilitie s  ne e de d to s e rve  P ha s e  I of e a ch of the  P a rce ls  within the
requested areas within 2 years  of the  effective  da te  of an order in this  proceeding.

3. To re quire  AWC to file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
copy of the  deve lope rs ' Ce rtifica te  of Assured Wate r Supply, for each of the  Pa rce ls
within the  re que s te d a re a s , within 2 ye a rs  of the  e ffe ctive  da te  of a n orde r in this
proceeding.

S ta ff furthe r recommends  tha t the  Commiss ion's  Decis ion granting the  reques ted C C &N
e xte ns ion be  cons ide re d null a nd void, a fte r due  proce s s , s hould the  Compa ny fa il to me e t
Conditions  No. 2, and 3 lis ted above  within the  time  specified.

S ta ff a ls o re comme nds  tha t the  Commis s ion gra nt AWC a n Orde r P re limina ry to the
issuance  of a  CC&N for Pa rce l 3, subject to the  following condition:

1 . Tha t AWC be  re quire d  to  file  with  Docke t Control, a s  a  complia nce  ite m in  th is
docke t, a  fra nchis e  or othe r cons e nt to ope ra te  within the  municipa l bounda rie s  of
Eloy within  1  ye a r of the  de cis ion gra nting the  Orde r P re limina ry. Alte r AWC
re ce ive s  the  a ppropria te  docume nta tion from Eloy, AWC s ha ll file  a  Motion in this
docke t for the  issuance  of a C C &N authorizing it to cons truct, ma inta in and ope ra te
fa cilitie s  to provide  wa te r s e rvice  to the  public in P a rce l 3, more  fully de s cribe d in
Atta chme nt B. Upon the  Motion of AWC a nd the  ve rifica tion of s a tis fa ction of the
requirement for the  issuance  of the  CC&N for Parce l 3, S ta ff sha ll prepare  and docke t
an orde r for Commiss ion approva l. In the  event AWC does  not obta in a  franchise  or
othe r conse nt to provide  wa te r utility se rvice  to Pa rce l 3 within l ye a r of the  de cis ion
granting the  Orde r P re limina ry, then the  Orde r P re limina ry sha ll be  deemed null and
void and Sta ff sha ll file  a  memorandum in the  docke t s ta ting such.



ATTACHMENT A

MEMORANDUM

TO: Ble s s ing Chukwu
Exe cutive  Consulta nt III

FROM : J ia o W. Liu
Utilitie s  ] meer

DATES December 3, 2007

ARIZONA WATER COMP ANY - Ca sa  Gra nde  S ys te m
DOCKET no. W-01445A -07-0291 (CC&N EXTENS ION)

Introduction

Arizona  Wa te r Compa ny ("Arizona  Wa te r" or the  "Compa ny") ha s  file d a n a pplica tion for a
Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") e xte ns ion. Arizona  Wa te r holds  CC&Ns
issue d by Arizona  Corpora tion Commiss ion ("ACC") in va rious  de cis ions  be ginning in 1955 for
the  purpose  of providing wa te r se rvice  in the  City of Ca sa  Gra nde  a nd the  surrounding a re a  in
P ina l County, Arizona . The  Compa ny's  e xis ting C C &N includes  an a rea  tota ling approximate ly
227 square  miles  within the  Company's  maste r plan for its  Pena l Valley Water System.

Th e  Co mp a n y is  a p p lyin g  to  e xte n d  its  CC&N to  s e rve  five  p a rc e ls ,  wh ic h  in c lu d e s
a pproxima te ly 2.5 squa re  mile s . The  pa rce ls  a re  not contiguous  to one  a nothe r, a nd the y a re
a dj ce nt to or within one  mile  of the  Compa ny's  e xis ting CC&N.

Existing Casa Grande ("CG") Water System Description

According to wa te r use  da ta  submitte d by the  Compa ny, the  Compa ny ha s  18 we lls  producing
ove r 20,300 ga llons  pe r minute  ("GP M"), 14.27 million ga llons  of s tora ge  ca pa city, a nd a
dis tribution system serving approximate ly 21,500 se rvice  connections  as  of January 2007. Based
on  h is to rica l g rowth  ra te s , it is  a n tic ipa te d  tha t the  e xis ting  s e rvice  a re a  cou ld  g row to
approximate ly 29,000 connections  a t the  end of five  years . The  Company predicts , based on the
de ve lope rs ' e s tima te  tha t a pproxima te ly 2,570 a dditiona l conne ctions  would be  a dde d in the
propos e d CC&N e xte ns ion a re a  a t the  e nd of five  ye a rs , a  proje cte d tota l cus tome r ba s e  of
approximate ly 31,570 a t the  end of five  years . Based on the  exis ting well production and s torage
capacities, the  system can serve  approximate ly 32,500 service  connections.

Capac ity of Exis ting CG Sys tem

RE:

The  e xis ting wa te r s ys te m ha s  a de qua te  we ll production a nd s tora ge  ca pa city to s e rve  the
existing and proposed connections a t the  end of five  years.
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Proposed CG Water System Expansion

According to the  Company, no additiona l we lls , s torage  tanks , or boos te r pumps will be  required
to serve  the  five  parce ls  tha t make up the  proposed CC&N extension area .

Cos t Ana lys is

The  Company submitted the  following cost estimate  for the  Requested Parce ls .

Pa rce ls  1 to 5 off-s ite  improvements  (off-s ite  wa te r dis tribution ma ins):
Parce l 1 (Shreeve  110, 110 Acres) $502,207
Parce l2 (Casa Grande  Mounta in Ranch, 305.63 Acres) $168,766
Parce l 3 (Levison Property, 40 Acres) $509,912
Parce l 4 (Haugen Development, 480 Acres) $226,048
Parce l 5 (Avra  P lanta tion, 640 Acres) $168,766

TOTAL FOR Pa rce ls  1 to 5 off-s ite  improvements : $1,575,699

The Company does not have  the  necessary information to design or crea te  a  cost estimate  for the
On-S ite  wa te r dis tribution s ys te m for e a ch of the  five  P a rce ls . Two of the  de ve lope rs  ha ve
a lre a dy submitte d conce ptua l pla ns  to the  Compa ny. Howe ve r, the se  type s  of pla ns  a re  ve ry
limite d in de ta il a nd a re  s ubje ct to cha nge , a nd do not provide  s ufficie nt informa tion for the
Compa ny to give  the  de ve lope rs  a ccura te  cos t e s tima te s  for ins ta lling fa cilitie s . The  Compa ny
doe s  not know a ccura te ly whe n the  conce ptua l p la ns  will be  upda te d, or whe n the  othe r
deve lope rs  may be  ready with the ir plans . The  wa te r facilitie s  required to se rve  each of the  five
Parce ls , both On-Site  and Off-s ite  will be  funded through Advances  in Aid of Construction.

S ta ff ha s  re vie we d the  a va ila ble  informa tion for the  propos e d pla nt-in-s e rvice  a nd found the
pla nt fa cilitie s  a nd cos t to be  re a s ona ble  a nd a ppropria te . Howe ve r, a pprova l of this  CC&N
e xte ns ion a pplica tion doe s  not imply a ny pa rticula r future  tre a tme nt for de te rmining the  ra te
ba se . No "use d a nd use ful" de te rmina tion of the  propose d pla nt-in-se rvice  wa s  ma de , a nd no
conclusions should be  inferred for ra te  making or ra te  base  purposes in the  future .

Arizona Department of Environmental Quality ("ADEQ") Compliance

ADEQ re gula te s  the  CG wa te r sys te m unde r ADEQ Public Wa te r Sys te m I.D. #11-009. Ba se d
on complia nce  informa tion s ubmitte d by the  Compa ny, the  s ys te m ha s  no de ficie ncie s  a nd
ADEQ ha s  de te rmine d tha t this  s ys te m is  curre ntly de live ring wa te r tha t me e ts  wa te r qua lity
s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18, a nd Cha pte r 4. (ADEQ re port
da ted Nov. 2, 2006).

Ce rtifica te  of Approva l to Cons truct

The  ADEQ Ce rtifica te s  of Approva l to Cons truct ("ATC") for fa cilitie s  ne e de d to s e rve  the
requested areas have not been submitted by the Company.
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S ta ff re comme nds  tha t if the  Commis s ion gra nts  the  CC&N, the  Compa ny file  with Docke t
Control, a s  a  complia nce  ite m in this  docke t, a  copy of the  ATC for e a ch of the  P a rce ls  within
the  reques ted a reas  (phase  1 only) within 2 yea rs  of the  e ffective  da te  of the  orde r granting this
applica tion.

Arsenic

The  U.S . Environme nta l P ro te c tion  Age ncy ("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 pa rts  pe r billion ("ppb") to 10 ppb.

The  Compa ny indica te d its  a rs e nic le ve ls  for its  we lls  ra nge  from 7 ppb to 45 ppb. Ba s e d on
the se  le ve ls , the  Compa ny is  ne a ring comple tion of s ix a rse nic tre a tme nt pla nts  tha t will s e rve
the  west s ide  of the  Pina l Valley Water System which includes  the  CG system.

Arizona Department of Water Resources ("ADWR") Compliance

Compliance  Sta tus

Th e  Co mp a n y is  lo ca te d  with in  th e  P in a l Ac tive  Ma n a g e me n t Are a  ("AMA") a n d  is  in
compliance  with its  reposting and conserva tion requirements .

Ce rtifica te  of Assure d Wa te r Supply ("CAWS")

The CAWS for the  requested areas have not been submitted by the  Company.

S ta ff re comme nds  tha t if the  Commis s ion  g ra n ts  the  CC&N, the  Compa ny docke t a s  a
complia nce  ite m in this  docke t within 2 ye a rs  of the  e ffe ctive  da te  of a n orde r gra nting this
applica tion, a  copy of the  CAWS from ADWR for each of the  Parce ls  within the  requested a reas .

Arizona Corporation Commission ("ACC") Compliance

According  to  the  Utilitie s  Divis ion  Complia nce  S e ction , the  Compa ny ha s  no  de linque nt
compliance issues.

Cu rta ilme n t Ta riff

The  Compa ny ha s  a n a pprove d curta ilme nt ta riff tha t be ca me  e ffe ctive  J uly 23, 2004 pe r
Decis ion No. 66235.

Summary

Conclusions

A. The existing and proposed water system has adequate  well production and storage
capacity to serve  the  existing and proposed connections.



Arizona  Wate r Company
December 3, 2007
Page 4

The  U.S . Environme nta l P rote ction Age ncy ("EP A") ha s  re duce d the  a rs e nic
ma ximum conta mina nt le ve l ("MCL") in drinking wa te r from 50 pa rts  pe r billion
("ppb") to 10 ppb. The  Compa ny indica te d its  a rs e nic le ve ls  for its  we lls  ra nge
from 7 ppb to 45 ppb. Based on these  leve ls , the  Company is  nea ring comple tion
of s ix a rs e nic tre a tme nt pla nts  tha t will s e rve  the  we s t s ide  of the  P ina l Va lle y
Wa te r S ys te m. All s ix o f the  Compa ny's  a rs e n ic  tre a tme n t p la n ts  will be
operational before  the end of 2007 .

ADEQ re gula te s  the  wa te r sys te m unde r ADEQ P ublic Wa te r S ys te m I.D. #11-
009. Ba se d on complia nce  informa tion submitte d by the  Compa ny, the  sys te m
ha s  no de ficie ncie s  a nd ADEQ ha s  de te rmine d tha t this  s ys te m is  curre ntly
de live ring  wa te r tha t me e ts  wa te r qua lity s ta nda rds  re qu ire d  by Arizona
Adminis tra tive  Code , Title  18, a nd Cha pte r 4. (ADEQ re port da te d  Nov. 2 ,
2006).

Recommendations

S ta ff re comme nds  tha t if the  Commis s ion gra nts  the  CC&N, the  Compa ny file
with Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of the  ATC for
each of the  Parce ls  within the  requested a reas  (phase  1 only) within 2 years  of the
effective  da te  of the  order granting this  applica tion.

B.

2.

c.

1 .

Sta ff recommends  tha t if the  Commiss ion grants  the  CC&N, the  Company docke t
as  a  compliance  item in this  docke t within 2 years  of the  e ffective  da te  of an order
gra nting  th is  a pplica tion , a  copy of the  CAWS  from ADWR for e a ch  of the
Parcels within the  requested areas.
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TO: B1655m9 Chukwu
Executive Consultant Ill
UtllltIe5 DIv151on

FROM : Barb Wells
lm"ormaEon Technology 5l9eclaln5t
Utalltnes Duvlslon

Tl"lRU : Del 5mlth
Enqmeermq 5upervl5or
Ut»lltle5 Dlv151on

DATE : June 28, 2007

RE : nmznnm wma eumrnuv lnolzm no. w-musn-01-02911
nmfunin Mann niscnlrrlnu

The area requested by Arizona Water for an extenelon has been blotted uelnd an
amended legal deecrlptlon, which has been docketed. Thus legal descrlbtlon Le attached
and should be used In place of the orldnnal deecrlbtnon eubmltted with the abbllcatnon.

Also attached are copies of the maps for your flee.

:95W

Attachments

cc: Mr. Robert Geake
Ms. Deb Person (l'land Carved)
File
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Arizona Water Company
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Amended Application for Extension

W-1445

Arizona Water Company
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Casa Grande South Water Company

W-2497

Golden Corridor Water Company
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Picacho Water Company
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Plcacho Water Improvement Corporation
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Spring Branch Water Company, Inc.
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Sunland Water Company

Picacho Cove Water Company
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EXHIBIT 1

CC&N This Application
Revised

PARCEL ONE

A parcel of land lying within and being a portion of the Northwest quarter of Section 5,
Township 7 South, Range 8 East of the Gila and Salt River Base and Meridian, Pinal
County, Arizona, described as follows:

The Northwest quarter of Section 5, EXCEPT the East half of the East half of the West
half of the East half of the Northwest quarter of said Section 5; And EXCEPT the East
half of the East half of the Northwest quarter of said Section 5.

PARCEL T\NO

A portion of the Northwest quarter of Section 23, Township 7 South, Range 6 East of the
Gila and Salt River Base and Meridian, Pinal County, Arizona, described as follows:

Commencing at the Northwest corner of said Section 23,
Thence South 89°36'00" East, along the North line of the Northwest quarter, a distance
of 976.00 feet,
Thence South 14°20'26" East, a distance of 271 .53 feet to the True Point of Beginning ,
Thence South 89°36'00" East, a distance of 1594.92 feet,
Thence South 00°09'56" West, a distance of 1072.26 feet,
Thence North 89°49'34" West, a distance of 1315.83 feet,
Thence North 14°20'28" West, a distance of 1114.11 feet to the True Point of Beginning,

Together with:

A portion of Section 23 and Section 14 of Township 7 South, Range 6 East of the Gila and
Salt River Base and Meridian, Pinal County, Arizona, described as follows:

Commencing at the Northwest corner of said Section 23 also being the Southwest
corner of Section 14,
Thence South 89°36'00" East, along the common line of Sections 23 and 14, a distance of
976.00 feet to the True Point of Beginning,
Thence South 14°20'26" East, a distance of 271 .53 feet,
Thence South 89°36'00" East, a distance of 1594.92 feet,
Thence North 00°09'58" East, a distance of 262.60 feet to the North quarter corner of said
Section 23, also being the South quarter corner of Section 14,
Thence North 00°08'37" West, a distance of 651 .64 feet,
Thence North 89°36'00" West, a distance of 1826.65 feet,
Thence South 14°12'46" East, a distance of 673.39 feet to the True Point of Beginning;

W;\AWC Exhibits\CC8.N\2007\CG\Casa Grande Mountain Ranch LP\EXHIBIT 1 CCN This Application Revised.docx
XXX:XXXI 11;07 8/8/06 x



Together with :

A portion of the West half of Section 14, Township 7 South, Range 6 East of the Gila
and Salt River Base and Meridian, Pinal County, Arizona, described as follows:

Commencing at the North quarter corner of said Section 14,
Thence South 00°08'37" East, along the North-South Mid-Section line, a distance of
3288.53 feet to the True Point of Beginning,
Thence continuing South 00°08'37" East, a distance of 1363.76 feet,
Thence North 89°36'00"West, a distance of 1826.65 feet,
Thence North 00°01'53" West, a distance of 1350.00 feet,
Thence North 89°58'07" East, a distance of 1823.93 feet to the True Point of Beginning,

Together with:

A portion of the West half of Section 14, Township 7 South, -Range 6 East of the Gila and
Salt River Base and Meridian, Pinal County, Arizona, described as follows:

Commencing at the North quarter corner of said Section 14,
Thence South 00°08'37" East, along the North-South Mid-Section line, a distance of
1992.28 feet to the True Point of Beginning,
Thence continuing South 00°08'37" East, a distance of 1296.26 feet,
Thence South 89°58'07" West, a distance of 2334.93 feet,
Thence North 00°13'18" West, a distance of 1314.58 feet,
Thence South 89°34'57" East, a distance of 2336.82 feet to the True Point of Beginning,

Together withl

A portion of the West half of Section 14, Township 7 South, Range 6 East of the Gila
and Salt River Base and Meridian, Pinal County, Arizona, described as follows:

Commencing at the North quarter corner of said Section 14,
Thence South 00°08'37" East, along the North-South Mid-Section line, a distance of
967.30 feet to the True Point of Beginning,
Thence continuing South 00°08'37" East, a distance of 1024.98 feet,
Thence North 89°34'57"~West, a distance of 2336.82 feet,
Thence North 00°13'18" West, a distance of 1025.00 feet,
Thence South 89°34'57" East, a distance of 2338.22 feet to the True Point of Beginning,

Together with:

A portion of the West half of Section 14, Township 7 South, Range 6 East of the Gila and
Salt River Base and Meridian, Pinal County, Arizona, described as follows:

W:\AWC Exhibits\cc&n\2007\cG\casa Grande Mountain Ranch LP\EXHIBIT 1 CCN This Application Revised.docx
XXX:XXX I 11:07 8/8/96 X



•

Commencing at the North quarter corner of said Section 14 and the True Point of
Beginning, .
Thence South 00°08'37" East, along the North-South Mid-Section line, a distance of 967.30
feet,
Thence North 89°34'57" West, a distance of 2338.22 feet,
Thence North 00°13'17" West, a distance of 967.31 feet to a point on the North line of
said Section 14,
Thence South 89°34'57" East, along the North line of Section 14, a distance of 2339.54
feet to the True Point of Beginning.

PARCEL THREE

The Northwest quarter of the Northeast quarter of Section 20, Township 8 South, Range 7
East of the Gila and Salt River Base and Meridian, Pinal County, Arizona.

P ARCEL FOUR

Section 11 of Township 8 South, Range 6 East of the Gila and Salt River Base and
Meridian, Penal County, Arizona.

PARCEL FIVE

The East half and the Southwest quarter of Section 17, Township 7 South, Range 6 East of
the Gila and Salt River Base and Meridian, Pinal County, Arizona.

W;\AWC Exhibils\Cc&N\2007\CG\Casa Grande Mountain Ranch LP\EXHIBIT 1 CCN This Application Revised,docx
XXX:XXX\ 11;07 8/8/05 x



I
ATTACHMENT C

RECEWED
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September 18, 2007
by

r

Honorable Chairman Jeff Hatch-Miller
Commissioner William A. Mundell
Connnissioner Mike Gleason
Commissioner Kristin K. Mayes
Commissioner Gary Pierce
Brian C. McNeil, Executive Director
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

In the Matter of the Application ofArizona Water Companyfor an
Extension omits Certificate of Convenience and Necessity at Casa Grande,
Penal County, Arizona; Docket No. W-01445A-07-0291

Dear Chairman Hatch-Miller and Commissioners:

Arizona Water has contacted the City of Eloy concerning the above application. The City
of Eloy does not support the application in Docket No. W~01445A-07-0291 for the same reasons
it opposed the application in Docket No. W-01445A-05-0469. The area in question is within the
Eloy City limits and to my knowledge the landowner has not spoken to City management staff
concerning receiving water service Horn the City of Eloy.

Very truly yours,
-

I Q/

hp ape r
Eloy City Attorne y
St hen R. Co

¢""~
s
s -JF c. 2>1

SEP 2 5 2807

SRC/aa l "k.:'_ '»./(JHP UUlvsw.
`3Wf:8CtOl' UIHH!€?&

H.

628 NORTH MAIN STREET • ELOY, ARIZONA 85231 • 520/466-7570 • FAX 520/466-3260 • TDY 520/466-7455

"Right in 1`h4=§ HQnrt Rf Ari7nnn's Fl I'n are"

Re:

4


