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P.O. Box 1388
Flagstaff, AZ 86002-1388
(928) 226-8333

3
'w.>
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5

John G. Gliege (#003644)
Stephanie J. Gliege (#022465)
Attornevs for the Cnmnlainants

6 BEFORE THE ARIZONA CORPORATION COMMISSION

7

8
RAYMOND R. PUGEL AND JULIE B.
PUGEL, husband and wife as trustees of THE DOCKET no. W-03512A-06-0407

9

10

FAMILY TRUST,
and

NOTICE OF FILING REBUTTAL

TESTIMONY12 Complainants,
v .

13
Arizona Corporation Commission

DOCKETED
14

PINE WATER COMPANY, an Arizona
Corporation

Respondent.. JAN 25 2008
15

DOCKETEU BY

_ T... _..__

I
16 NL
17

18

19

ASSET TRUST MANAGEMENT, CORP.
Complainants, DOCKET N0.W-03512A-06 -0613

v.
20

21

PINE WATER COMPANY, an Arizona
Corporation

Respondent.
22

23

24

25

JAMES HILL and SIOUX HILL, husband and
wife and as trustees of THE HILL FAMILY
TRUST, DOCKET no. W-03512A-07-0.00

Complainants,
26 v.

27

28

)
)

RAYMOND R. PUGEL and JULIE B. PUGEL g
)
)

ROBERT RANDALL and SALLY RANDALL, 3
husband and wife )

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

8
)
)
)
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)

PINE WATER COMPANY, an Arizona
Corporation

Respondent.
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BRENT WEEKES,
Complainants,

DOCKET n o . W-03512A-07-0019v.
PINE WATER COMPANY, an Arizona
Corporation

Re s p o n d e n t.

)
)
)
)
)
)
)
)
)
)
)

Compla ina nts , RAYMOND R. P UGEL AND IULIE B. P UGEL, a s  trus te e s  of THE RAYMOND

R. P UGEL a nd J ULIE B. P UGEL FAMILY TRUS T, a nd ROBERT RANDALL a nd S ALLY RANDALL,

AS S ET TRUS T MANAGEMENT, a nd BRENT WEEKES , he re by s ubmit the  Notice  of Filing Re butta l

Te s timony m this  re fe re nce d ma tte r. Atta che d he re to a s  Exhibit A is  the  Re butta l Te s timony of Lore n

P e te rson.

RES P ECTFULLY S UBMITTED Ms  23rd da y ofja nua ry,  2008.
q
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ge l e t a l., Asse t Trust Management, and Brent Weekes

2

4'
a

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29



Origina l and 19 copies  mailed/delivered

This  23rd day of January, 2008 to:

Arizona  Corpora tion Commiss ion
Attn: Docke t Control
1200 W. Washington
Phoenix, AZ 85007

Copies  of the foregoing ma iled/delivered
This  23rd day of January, 2008 to:

Kevin O. Torrey
Attorney, Lega l Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
Phoenix, AZ 85007

Chris topher Kempley, Chief Counsel
Lega l Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
Phoenix, AZ 85007

Emest G. Johnson, Director
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 W. Washington Street
Phoenix, AZ 85007

Jay L. Shapiro
Fennemore Cra ig
3003 North Centra l Ave. S te 2600
Phoenix, AZ 85012-2913

David W. Davis , ESQ.
Turley, Swan & Childers , P .C.
3101 N. Centra l, Suite 1300
Phoenix, AZ 85012-2643

Robert M. Cassaro
PO Box 1522
Pine, AZ 85544

William F. Haney
3018 E. Ma llory S t.
Mesa , AZ 85213

Barba ra  Ha ll
PO Box 2198
Pine, AZ 85544

3

4

\

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29



EXHIBIT A

Re butta l Te s timony
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TESTIMONY OF LOREN PETERSON

Question: State your name

Answer: Loren Peterson

Q: Where do you reside?

A: Strawberry Hollow, Arizona

Q: Are you involved in the SHE well located in Strawberry Hollow?

A: Yes, I am a manager of SHE LLC which owns the well

Q: Have you ever entered into negotiations with Pine Water  Company or  Mr.  Robert Hardcastle

regarding purchasing water from the SHE well?

A: Yes

Q: Are you familiar with the testimony which Mr. Hardcastle has given concerning the SH 3 well and

the negotiations with you in this matter before the Arizona Corporation Commission?

A: Yes, I have been in attendance at a number of the hearings and have reviewed the testimony of Mr.

Hardcastle, more particularly those statements set forth in the following places:

5

Vo lu m e P e e s Lin e s Statements

V 988 5-8 uQ In your view, Mr. Hardcastle, why did the

negotiations to purchase water from SHE end?

A. IWell, the negotiations ended because Mr

Peterson called the negotiations off

VI 1353 22-25 Q. And the possibility of purchasing water

Q I
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6

Vo lu m e P e e s Lin e s Statements

from the Peterson well, that fell apart because

those negotiations ended, correct?

A. IMr. Peterson ended those negotiations

VI 1354 1-22 Q And you don't feel that you had any

thosein terminationthe ofparticipation

negotiations?

IIA. Well,

1

certainly

I was not

inmaker the

certainly,

participated jJ1 the negotiations

the decision terminating

Inegotiations

IQ And if the opportunity presented itself

to reopen those negotiations, would you pursue

that?

_A. Yes

Peterson andQ. Have you approached Mr

indicated that to him?

IA. Not formally, no

Q

A.

Informally?

Mr. Peterson and. it have just had very
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Volume P e e s Line s Statements

we have|discussionsbrief And,

business

frankly,

reasonablehad

I»

pretty

So

usually

discussions certainly entertain that

possibility if Mr. Pug el had some interest in

that

»Q But at the point where he indicated to

you he was no longer interested in pursuing the

negotiations, you just shut off that avenue and

pursued it no further?

A. I think Mr Peterson's decision implied

1to me in that regard was pretty emphatic

VII 1478

1480

1-

22

BY MR. GLIEGE:1

As stillWaterPineistoday,of

in the

Q.

interested obtainingofpossibility

water from the SHE Well?

A.

he in

Mr. Gliege, I believe you asked me that

question this morning. And I think I responded

that if Mr. Peterson had a change of heart and

interconnectioninterestsomehad a n

agreement that was good for him and good for

us, would we be interested in talking with him.

I think I replied yes.

• And if Mr.Q Peterson proposed. another
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Volume P e e s Lin e s Statements

would you be

A. Well,

agreement as he previously did,

interested in acquiring water from him?

clearly obviously ii; depends on

what the agreement provided for

Is it the preference of Pine Water

the terms and conditions

Q- Okay.

Company to dictate

under which it acquires water?

1N oA.

A. Mr. Gliege, we proposed a water sharing

agreement to Mr. Peterson.

Q And that was rejected, was it not?

It was 1A.

Q.

Mr ¢ Peterson outlined. a lot ofA.

And you don't know why?

Well,

issues and a lot of problems he had with the

clearaheAnd veryagreement. expressed

interest that he wasn't interested in entering

Iinto such an agreement

1Q And once he did that you stopped all

progress on this?

A.

I

I think you asked me that question as

and I think :E indicated no.well before,
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Volume P e e s Line s Statements

w e

concern overw e

think had some ongoing subsequent

discussion, despite the fact that we, we shared

shared a each other'sa,

Iagreements

Q. So the problem appears to be one in the

formulation of an appropriate agreement between

Pine Water Company and SHE?

I don't

1

HePeterson called

A. Mr. Gliege, I don't know that.

know that that is the case. I know that Mr

off the agreement.

terminated the negotiations and expressed a

very clear desire that he did not want to

proceed. Now, exactly why he did not want to

do that, that's up to him.

V111 1589 1-3
M rwasAnd what statedPeterson's

be

Q.
reason?
A. He indicated that I seem to
disinterested in selling the water companies

VIII 1690

1691

1 9 -

1 0

19 Q. Okay. Earlier you testified that
you and Mr. Peterson attempted to negotiate the
sale of water from the SHE Well, correct?
A. That's correct.

»Q And those negotiations stopped?

|A. That's correct

Q. Was there a disagreement over the form of
agreement to be used to acquire water from the
SHE Well?
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Volume P e e s Lines Statements
A. Well, we, both parties disagreed with the
other parties' agreement proposal. And I
thought at that time we were working towards a
subsequent third agreement draft that we would
hopefully be able to ultimately agree to.

thewhendidn't happenQ. But that
negotiations ceased?
A. No. Mr. Peterson called those off before
that
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Q: Do you a gre e  with Mr. Ha rdca s tle 's  Te s timony?

A: No

Q: In wha t re spect is  Mr. Ha rdcas tle 's  te s timony not correct?

A: A s ubs ta ntia l portion of Mr. Ha rdca s tle 's  te s timony is  bia s e d a nd doe s  not cle a rly re pre s e nt wha t

happened. There  are  a  number of issues being ra ised:
1. Tha t Loren Pe te rson te rmina ted the  negotia tions  for some unknown reason.

2. Tha t Loren Pe te rson tennina ted the  negotia tions  because  Hardcas tle  would not se ll the  wa te r
companies .

3 . Tha t the  pa rtie s  propos e d diffe re nt a gre e me nts  a nd tha t the y we re  working on coming
toge ther.

In addressing these  issues I have to say that:
1. The  negotia tions  were  te rmina ted for the  following reasons  :

a . Mr. Ha rdca s tle  wa s  not willing to pa rticipa te  in ne gotia tions , ins te a d informing me
tha t we  ha d  to  us e  h is  form of Wa te r S ha ring  Agre e me nt. I ha d propos e d a n
Agreement and he  essentia lly modified it to be  like  his  proposed agreements .

b . During the  time  the  ne gotia tions  we re  unde rwa y P ine  Wa te r Compa ny a cquire d
ma te ria ls  a nd be ga n to cons truct the  conne ction, tre spa ss ing on the  prope rty of the
SHE well without our knowledge  and consent.

2. The  ne gotia tions  re ga rding the  purcha s e  of wa te r from the  S HE we ll we re  not te rmina te d
because  Mr. Hardcastle  would not se ll the  wate r companies .

3. The  pa rtie s did propose  diffe rent agreements , however, P ine  Wate r Company was  not wiling
to negotia te  changes in its  s tandard form of agreement

10



Es s e ntia lly Mr. Ha rdca s tle  a nd P ine  Wa te r Compa ny we re  trying to bully us  into a n a gre e me nt by

forcing the ir vers ion of the  agreement upon us  and constructing the  connection. We were  concerned tha t

P ine  Wa te r Compa ny would ta p into the  S HE we ll wa te r line s  without our knowle dge  or cons e nt a nd

tha t such a ction on the ir pa rt would work to our disa dva nta ge , so we  te rmina te d the  ne gotia tions  with

P ine  Wa te r Compa ny to prote ct our priva te  prope rty inte re s ts  a nd to pre ve nt a nymore  una uthorize d

activitie s  on our land or a ffecting the  SHE we ll.

Q: Does  this  conclude  your te s timony?

A: Ye s  it doe s .
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