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IN THE MATTER OF THE APPLICATION OF
QUEEN CREEK WATER COMPANY FOR
APPROVAL OF SALE OF ASSETS AND
CONDITIONAL CANCELLATION OF ITS
CERTIFICATE OF CONVENIENCE AND
NECESSITY.

DECISION NO.
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2 COMMIS S IONERS
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10

OPINION AND ORDER

February 4, 2008

Phoenix, Arizona

Belinda A. Martin

Stanley B. Lutz and Steven H. Hirsch, Bryan Cave,
LLP, on behalf of Queen Creek Water Company,

Marlene Pontrelli and Peter A. Winkler, Mariscal Weeks
Mcintyre & Friedlander, PC, on behalf of the Town of
Queen Creek, and

Kevin Torrey, Staff Attorney, Legal Division, on behalf
of the Utilities Division of the Arizona Corporation
Commission.

DATE OF HEARING:

11 PLACE OF HEARING:

12 ADMINISTRATIVE LAW JUDGE:

13 APPEARANCES:
14

15

16

17

18

19

20 On September 28, 2007, Queen Creek Water Company ("QCWC" or "Company"), tiled with

21 the Arizona Corporation Commission ("Commission") an application for the sale of assets to the

22 Town of Queen Creek and conditional cancellation of its existing Certificate of Convenience and

23 Necessity ("Application").

24 QCWC is an Arizona public service corporation engaged in the business of providing water

25 utility service to the public in Maricopa and Pinal Counties, Arizona. QCWC operates a system

26 sewing approximately 9,224 connections.

27 The Commission's Utilities Division Staff ("Staff") issued a sufficiency letter on December

28 13, 2007, deeming the Application administratively complete pursuant to Arizona Administrative

BY THE COMMISSION:
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* * * *

FINDING S  O F FACT

1

2 a  he a ring for Fe brua ry 4, 2008.

3 QCWC provide d its  cus tome rs  with  notifica tion of the  Applica tion by U.S . Ma il a nd by

4  pub lica tion  in The  Tribune  on October 31, 2007, and caused notice  of the  hea ring to be  published in

5 The  Tribune  on Janua ry 7, 2008. No reques ts  for inte rvention were  filed, but two cus tomer comment

6 le tte rs  we re  file d with the  Commis s ion.

7 O n  J a n u a ry 1 8 ,  2 0 0 8 ,  S ta ff file d  a  S ta ff Re p o rt o n  th e  Ap p lica tio n  re co mme n d in g

8 Commiss ion approva l.

9 A hearing was  he ld as  scheduled on the  Applica tion on February 4, 2008. S ta ff appeared and

10 te s tifie d in support of the  Applica tion a nd the  re comme nda tions  in the  S ta ff Re port. No me mbe rs  of

l l the  public appeared a t the  hearing.

12 *

13 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

14 Commiss ion finds , concludes , and orde rs  tha t:

15

16 QCWC is  a n Arizona  corpora tion e nga ge d in the  bus ine s s  of providing wa te r utility

17 s e rvice  to  the  public  in  vic in ity of the  Town of Que e n  Cre e k ("Town") in  Ma ricopa  a nd  P ina l

18 Countie s , Arizona . The  Commis s ion origina lly gra nte d a uthority to QCWC to provide  wa te r utility

19 se rvice  in the  te rritory se rved by QCWC in Commiss ion Decis ion No. 46132 (June  4, 1975).

20 2. QCWC's  a pproxima te ly 36.5 s qua re  mile  s e rvice  a re a  is  loca te d within a nd without

21 the  Town's  boundaries  and currently se rvices  9,224 connections .

22 3. On September 28, 2007, QCWC filed an applica tion reques ting Commiss ion authority

23 to  s e ll its  a s s e ts  to  the  Town a nd  re que s ting  tha t the  Commis s ion  ca nce l its  Ce rtifica te  o f

24 Conve nie nce  a nd Ne ce s s ity ("CC&N").

25 4. S ta ff is s ue d a  s ufficie ncy le tte r on De ce mbe r 13, 2007, de e ming the  Applica tion

26

27 Procedura l Orders  were  issued se tting a  hea ring for Februa ry 4, 2008.

28 QCWC provide d its  cus tome rs  with notifica tion of the  Applica tion by U.S . Ma il a nd5.

1.
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1 by publica tion in The Tribune on October 31, 2007, and caused notice of the hearing to be published

2 in The  Tribune  on January 7, 2008.

3 6. No requests for intervention were filed, but two customer comment letters opposing

4 the sale were filed with the Commission.

5 7. Staff filed its Staff Report on this matter on January 18, 2008, recommending approval

6 of the transfer of QCWC's assets to the Town and approval of the cancellation of QCWC's CC&N.

7 8. According to the Application, approval for the sale of the Company is being sought in

8 lieu of the  Town's  acquisition of QCWC through condemnation proceedings. The Town passed a

9 resolution on October 4, 2007, authorizing acquis ition of QCWC through e ither a  condemnation

10 action or a purchase agreement. The parties agreed to proceed with a purchase of the Company to

11 avoid the  time and expense  of a  condemnation action, which, according to the  Town, ultimate ly

12 would have an adverse economic impact to water customers. .

13 9. QCWC's  wa te r sys tem is  comprised of ll we lls  producing approximate ly 11,850

14 gallons per minute, 7 storage tanks with a combined capacity of 4,370,000 gallons, and the necessary

15 infras tructure  to se rve  its  cus tomers . Sta ff s ta ted tha t the  Company's  wells  have  adequate  well

16 production and storage capacity to serve the existing connections.

17 10. The Town currently provides wastewater service to the area. The transfer of assets to

18 the  Town and cance lla tion of the  Company's  CC&N will have  the  e ffect of combining water and

19 wastewater service under one provider.

20 l l . On December 5, 2007, QCWC and the  Town entered into a  purchase  agreement

21 ("Purchase Agreement") whereby the Town will purchase the water utility assets of QCWC.

22 12. The close of escrow is conditioned upon the Commission's cancellation of QCWC's

2 3  CC&N.

24 13. The purchase price is $4,000 per connection, with a cap on the price of $38,500,000

25 As of December 15, 2007, the Company had 9,224 connections.

26 14. The Town will assume all of QCWC's obligations under any existing main extension

27 agreements  and the  Company will provide  the  Town with $850,000 a t close  of e scrow to fund

28 repayment obligations under existing main extension agreements for two years. Any repayments due

3 DECIS ION no. 70204
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1 under ma in extens ion agreements  a fte r tha t point will be  the  re sponsibility of the  Town.

2 15. The  Town will a s sume  a ll e xis ting cus tome r a ccounts , including cus tome r de pos its ,

3 and avers  tha t it will continue  to honor the  exis ting QCWC te rms regarding re funds  and credits .

4 16. The  Town indica te d during its  te s timony tha t it unde rs tood its  obliga tion to s e rve

5 wa te r to the  cus tome rs , both within a nd without the  Town's  bounda rie s , on a  non-dis crimina tory

6 ba s is  to a ll e xis ting cus tome rs  a s  re quire d of it a s  a  politica l subdivis ion of the  S ta te  pursua nt to the

7 Arizona  Cons titution, Article  1, S e ction 13.

8 17. The  Town will obta in a  loa n from the  Wa te r Infra s tructure  Fina ncing Authority of

9 Arizona  in the  a mount of $40,000,000 ("WIFA Loa n"), the  proce e ds  of which will be  us e d by the

10 Town to a cquire  QCWC. Clos e  of e s crow on the  WIFA Loa n will not occur until the  Commis s ion's

12

13 employees.

14 19. Afte r the  close  of e scrow, the  Town will e s ta blish a  s e pa ra te  Utilitie s  De pa rtme nt to

15 ove rse e  both wa te r a nd wa s te wa te r se rvice  to its  cus tome rs . The  Town ha s  in pla ce  proce dure s  to

16 ha ndle  cus tome r compla ints  in a n e fficie nt a nd time ly ma nne r. Initia lly, the  Town will be  a s s uming

17 the  office  space  currently lea sed by QCWC, where  cus tomers  may continue  to pay the ir bills .

18 20. Upon a cquis ition of the  Compa ny, the  Town pla ns  to incre a s e  ra te s  ove r a  s pa n of

19 thre e  ye a rs . According to the  Town, the  a ve ra ge  curre nt ra te  of $23.70 would gra dua lly incre a se  to

20 $34.29, or a  45 percent increase . The  Town a rrived a t the  ra tes  a fte r hiring a  na tiona l consulting firm,

21 which made recommendations regarding ra tes  to be  charged by the  Town.

22 21. Staff notes  tha t the  Company has no compliance  issues with the  Commission.

23 22. Maricopa  County Environmenta l Se rvice s  Depa rtment, a s  a  forma lly de lega ted agent

24 of the  Arizona  De pa rtme nt of Environme nta l Qua lity re porte d tha t QCWC (P ublic Wa te r S ys te m ID

25 No. 07-033) is  curre ntly de live ring  wa te r tha t me e ts  S ta te  a nd  Fe de ra l drinking  wa te r qua lity

11 a pprova l of the  Applica tion.

18. The  Town is  re ta ining the  ma jority of QCWC e mploye e s , who will be come  Town

26 standards  required by A.A.C., Title  18, Chapte r 4.

27 23. The  U.S . Environme n ta l P ro te c tion  Age ncy ("EP A") ha s  re duce d  the  a rs e n ic

28 ma ximum conta mina nt le ve l ("MCL") in drinking wa te r from 50 microgra ms  pe r lite r ("Ag/l") to 10

4
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1 ug/1. The date for compliance with the new MCL was January 23, 2006.

2 24. According to information provided by die Company, current arsenic concentrations

3 are approximately two to six parts  per billion.

4 25. QCWC is located within the Phoenix Area Active Management Area ("AMA"). The

5 Arizona  Department of Wate r Resources  reported tha t the  Company is  in compliance  with its

6 monitoring and reporting requirements.

7 26. S ta ff note s  tha t the  Town ha s  e xpe rie nce  owning a nd ope ra ting a  municipa l

8 was tewa te r utility and will re ta in a lmos t a ll the  Company's  employees  in orde r to ensure  tha t

9 consistent water service will continue uninterrupted to QCWC's customers.

10 27. The Company, Town and Staff agree that the Town is willing and able to become the

l l sole  water utility service  provider in the  area  currently served under the  CC&N, tha t avoiding a

12 condemnation proceeding is in the best interests of QCWC's customers, and combining water and

13 wastewater service in one provider is in the public interest.

14 28. The  Company provided to Sta ff a  copy of the  notice  mailed to its  cus tomers  and

15 printe d in The Tribune in October, 2007. The initial notice advised customers that any claims against

16 QCWC, including cla ims  for re funds  of security depos its , se rvice  line  and mete r ins ta lla tion or

17 mainline extension agreements, needed to be made to QCWC on or before November 21, 2007. The

18 Purchase  Agreement provides  tha t the  Town will be  respons ible  for a ll QCWC's  liabilitie s  with

19 respect to customer deposits, mainline extensions, and other liabilities and obligations.

20 29. Staff recommends approval of the Application on the condition that the Town honors

21 adj liabilities of QCWC relating to customer deposits, service line and meter installations, and main

22 line extension agreements, but without any arbitrary timeframe for submission of claims such as that

23 stated in its October, 2007 notice. In this regard, the Town has amply demonstrated its intentions to

24 assume and honor all QCWC's obligations under mainline extension agreements and all existing

25 customer accounts, including customer deposit obligations.

26 30. Further, Staff recommends approval of the Application upon the condition that QCWC

27 tile documentation of the close of escrow finalizing the sale and transfer of the Company's assets to

28 the  Town.
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1 31. S ta ff s  re comme nda tions  in Findings  of Fa ct Nos . 29 a nd 30 a re  re a sona ble .

2 32 . Ba s e d  u p o n  th e  te s t im o n y a n d  e v id e n c e  in d ic a tin g  th a t  th e  To wn  u n d e rs to o d  its

3 obliga tion to  provide  s e rvice  to  the  wa te r cus tom e rs  both within  a nd without the  Town's  bounda rie s

4 on a  non-dis crim ina tory ba s is  a nd tha t it will a s s um e  a ll e xis ting cus tom e r a ccounts  a nd obliga tions

5 unde r e xis ting  m a in  e xte ns ion  a gre e m e nts ,  we  find  tha t it is  in  the  pub lic  in te re s t to  a pprove  the

6 Applica tion .

7

8 1. Q ue e n  Cre e k Wa te r Com pa ny is  a  public  s e rv ice  corpora tion  with in  the  m e a ning  of

9

10 The  Com m is s ion ha s  juris dic tion ove r Que e n Cre e k Wa te r Com pa ny a nd the  s ubje c t

C O NC L US IO NS  O F  L AW

2.

11 m a tte r of the  Applica tion.

12 3.

13 4 .

14 curre ntly ce rtifica te d a re a ,

15 5. The  Town of Que e n Cre e k is  a  tit a nd prope r e ntity tha t is  re a dy,  willing  a nd a ble  to

16 a s s um e  the  re s pons ib ility of p rovid ing  wa te r u tility s e rv ice  with in  Q ue e n  Cre e k Wa te r Com pa ny's

Notice  of the  Applica tion wa s  provide d a s  re quire d by la w.

The re  is  a  continuing ne e d for wa te r utility s e rvice  in Que e n Cre e k Wa te r Com pa ny's

17 curre ntly ce rtifica te d a re a .

18 6. S ta ffs  re com m e nda tions  in F indings  of Fa ct No s . 29 a nd 30 should be  a dopte d.

19

20 IT IS  THEREFO RE O RDERED tha t the  a pplica tion  of Q ue e n Cre e k Wa te r Com pa ny to  s e ll

2 1 its  a s s e ts  to the  Town of Que e n Cre e k a nd to ca nce l its  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity is

22 he re by a pprove d, a nd tha t the  ca nce lla tion will be  e ffe ctive  upon die  c los ing of the  s a le  a nd tra ns fe r

23 of its  a s se ts  to the  Town of Que e n Cre e k.

24 IT IS  FURTHER ORDERED tha t Que e n Cre e k Wa te r Com pa ny s ha ll notify the  Com m is s ion

25 by a  c om plia nc e  filing  in  th is  doc ke t with in  fifte e n  da ys  o f the  c los ing  o f the  s a le  a nd  tra ns fe r o f

26 a s se ts  to the  Town of Que e n Cre e k.

27

28

ORDER

70204
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IN WITNES S  WI-IEREOF, 1, DEAN s . MILLER, Inte rim
Executive  Director of the  Arizona  Corpora tion Commis s ion,
have hereunto set my hand and caused die  official seal of the
Con mis  ' n to be  affi ed a t t e  Capitol, in the  City of Phoenix,
this M  i f day of , 2008.

4/41 /m y ILUER '
INTERIM EXECUTIVE DIRECTOR

DISSENT

DISSENT
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1

Queen Creek' s  commitment honor

and main extension agreements.

IT IS FURTHER ORDERED that our approval of this  Application is  based upon the Town of

2 to a ll liabilitie s  of Queen Creek Wate r Company re la ting to

3 customer deposits , service line and meter installations,

4 IT IS FURTHER ORDERED that this  Decis ion shall become effective immediately.

5

6

7

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
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1 S ERVICE LIS T FOR

2  DO C KE T NO

3

4

5

6

Paul Gardner
QUEEN CREEK WATER COMP ANY
22713 South Ellsworth Roa d, Building A
Pos t Office  Box 366
Queen Creek, Arizona  85242

7

8

9

Steven A. Hirsch, Esq
Stanley B. Lutz, Esq
BRYAN CAVE, LLP
2 North Centra l Avenue . Suite  2200
Phoenix. Arizona  85004

10
P a trick Flynn
TOWN OF QUEEN CREEK
22350 South Ellsworth Road
Queen Creek, Arizona  85242

12

13

14

Ma rle ne  Pontre lli, Esq
MARIS CAL WEEKS  McINTYRE
& FRIEDLANDER. P A
2901 North Centra l Avenue . Suite  200
Phoenix. Arizona  85012

1 5

1 6

17

Chris tophe r Kempley, Chie f Counse l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix. Arizona  85007

18

19

20

Ernest Johnson. Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix. Arizona  85007
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