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IN THE MATTER OF THE APPLICATION OF )
SAHUARITA WATER COMPANY, L.L.C. FOR )
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Pursuant to the Eighth Ordering Paragraph of the Procedural Order issued on May

29, 2008 in the above-captioned and above-docketed proceeding, Sahuarita Water Company,

L.L.C. ("SWC"), hereby responds to the July 17, 2008 Staff Report filed in the aforesaid

proceeding. In that regard, attached hereto as Appendix and incorporated herein by this

reference is a redlined/strikethrough revised version of the July 17, 2008 Staff Report and

Exhibit 2 thereto, which reflects certain revisions which SWC suggests for consideration by the

Commission Staff in advance of the August 7, 2008 evidentiary hearing in the aforesaid

proceeding.

At the outset, SWC desires to express (i) its appreciation for the Commission's Staff's

recommendation that the requests set forth in SWC's Application and Amended Application be

granted, and (ii) its agreement with three (3) of the four (4) recommended conditions of the

Commission's Staff, as set forth at items 1 through 4 on numbered page 7 of the July 17, 2008

Staff Report. In that regard, the suggested revisions reflected in Appendix "A" hereto and

discussed below are primarily intended to clarify information previously submitted by SWC in
27
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1

2

(i) supporting appendices to the Application, (ii) responses to Insufficiency Letter Nos. 1 and 2

received from the Commission's Staff and/or (iii) responses to Commission Staff Data Requests.
3

11.

4
DISCUSSION OF SUGGESTED REVISIONS

5
Time Period For Compliance With Condition No. 2:

6

7

8

Two (2) different time periods appear within the July 17, 2008 Staff Report and Exhibit

2 with regard to that period of time SWC should be allowed within which to docket as a

compliance item
9

10
" ...copies of the Approval to Construct for wel1(s), storage tank(s),
booster pump station(s) and distribution system that will be needed
to serve the initial subdivision in the requested extension area."11
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On pages 5 and 7 of the July 17, 2008 Staff Report, the suggested time period for compliance is

three (3) years. On page one of the Executive Summary, and on pages 3 and 4 of Exhibit 2

document, the recommended time period is two (2) years. Inasmuch as SWC anticipates that it

will not commence construction of the water system facilities in the proposed CC&N extension

area until 2010) and a five- (5) year build-out period is contemplated for the initial phase of

water system infrastructure construction in that area, SWC believes that a three- (3) year time

period for submittal of the Approval(s) to Construct referenced in Condition No. 2 is the more

appropriate time period for compliance with this condition.

Inasmuch as the period of time allowed for compliance is measured from the effective

date of issuance of a decision in this proceeding, and in the event that a favorable decision should

be forthcoming by the end of this year, a two- (2) year period for compliance would allow SWC

only through 2010 within which to submit all of the Approval(s) to Construct for a tive- (5) year

build-out program for all of the infrastructure needed to serve the initial subdivision in the
24

25

26

27

1 In an April 25, 2008 letter from the undersigned to Vicki Wallace of the ACC Staff; in response to the Commission
Staffs Insufficiency Letter No. 2, SWC advised the Commission's Staff that

" ...it is currently anticipated that construction of the company's water system
facilities in the proposed CC&N extension area will begin in 2010." [April 25,
2008 letter at page 2] [emphasis supplied]

A copy of the aforesaid April 25, 2008 letter is attached hereto as Appendix "B" and is incorporated herein by this
reference.
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3

4

5

6

extended CC&N area. SWC is concerned that that might prove to be an insufficient period of

time within which to obtain all of the necessary Approval(s) to Construct. Accordingly, it

suggests that the July 17, 2008 Staff Report be revised in the aforesaid portions of the Executive

Summary and Exhibit 2 to substitute three (3) years for two (2) years as the time period for

compliance with Condition No. 2. In that regard, the suggested revisions are indicated with

redlining and strikethroughs in Appendix "A" hereto.

7

8
Clarification of SWC's Existing and Planned Water Svstem Facilities and Anticipated
Construction Costs:
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The discussion of SWC's existing water system facilities in the last paragraph on page 4

of the July 17, 2008 Staff Report appears to have inadvertently omitted any recognition of one

(1) drinking water well SWC currently owns and operates in addition to the drinking water well

that SWC leases from the Town of Sahuarita under a 99-year lease, which is mentioned in the

discussion of SWC's existing water system facilities. Accordingly, as may be noted from

Appendix "A" hereto, SWC is suggesting certain language additions and deletions with redlining

and strikethroughs to address that apparent omission.2

In that regard, it is conceivable that a March 13, 2008 letter from the undersigned to

Vicki Wallace of the Commission's Staff, in response to Commission Staff Insufficiency Letter

No. 1, may have created some confusions. More specifically, on page 3 of that letter, and in

response to Item No. 5 of the aforementioned Insufficiency Letter, the undersigned referred to

the leased well but did not refer to the additional existing well which SWC owns and operates in

connection with the provision of potable water service to its customers.

In addition, in the first paragraph on page 5 of the July 17, 2008 Staff Report, the

discussion does not fully reflect the new water system facilities SWC is proposing to install

during the first five (5) years of construction activity in order to serve the requested CC&N

extension area. The omitted items include (i) a second 1,500 GPM well and (ii) a 900,000 gallon

26

27

2 Similar language additions and deletions are also suggested for the applicable paragraph on page 1 of Exhibit 2 to
the July 17, 2008 Staff Report.
3 A copy of the March 13, 2008 letter is attached hereto as Appendix "C" and is incorporated herein by this
reference.
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1

2

storage reservoir in 3570 Zone. Accordingly, in Appendix "A" hereto, SWC is suggesting

certain language additions with redlining to address these facilities omissions.4
3

4

5

6

7

Finally, in the second and fourth paragraphs of page 5 of the July 17, 2008 Staff Report,

$16,533,375 is portrayed as SWC's estimated plant costs for the initial five (5) year period, if the

requested CC&N extension request is granted. However, in actuality, this figure represents only

the estimated plant expenditures for the first three (3) years, once construction has actually begun

in 2010.
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More specifically, and as may be noted from both (i) page 1 of the February 15, 2008

Opinion of Probable Construction Costs ("OPCC"),5 as prepared by WestLand Resources, Inc.,

and (ii) the table shown on page 2 of Exhibit 2 to the July 17, 2008 Staff Report, no construction

expenditures for water system facilities in the CC&N extension area are anticipated during 2008

or 2009. Accordingly, the February 15, 2008 OPCC five- (5) year projection of expenditures

begins with 2010 (as Year 1) and continues through 2014 (as Year 5). Whereas, Exhibit 2 to the

July 17, 2008 Staff Report begins with 2008 (as Year 1) and continues through 2012 (as Year 5).

It is apparent that the two (2) approaches utilize a different annual starting point, and thus result

in different years of conclusion. However, the effect of the approach reflected in Exhibit 2 to the

July 17, 2008 Staff Report is to exclude from consideration the water system facilities and

construction costs of $4,497,500 for 2013 (Year 4) and $720,000 for 2014 (Year 5), which are

contemplated by the February 15, 2008 opcc.'

SWC is uncertain why the July 17, 2008 Staff Report utilized a five- (5) year projection

period which begins in 2008. However, SWC wants to be sure that all concerned are aware that

the figure SWC anticipates for the initial five- (5) year period of construction of new water

system facilities in the extended CC&N area would be $21,750,875, and not the $16,533,375

24

25

26

27

4 Similar language additions are also suggested for the applicable paragraph on page 1 of Exhibit 2 to the July 17,
2008 Staff Report.
5 The OPCC was submitted as a part of SWC's March 13, 2008 response to Insufficiency Letter No. 1, and a copy is
attached hereto as Appendix "D" and incorporated herein by this reference.
6 In this regard, the July 17, 2008 Staff Report's omission of SWC's projected plant additions for 2013 and 2014
may explain why one (1) additional 1,500 GPM well and 900,000 gallons of additional storage were omitted,
because the February 15, 2008 OPCC shows those facilities being constructed in 2013.
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1

2

3

4

shown in the July 17, 2008 Staff Report and Exhibit 2.7 In that regard, as may be noted in

Appendix "A" hereto, SWC has suggested with redlining that the amount of $21,750,875 be

substituted for the amount of $16,533,375 wherever the latter figure appears in both the July 17,

2008 Staff Report and Exhibit 2 thereto.8

5
Miscellaneous Revisions:

6

7

8

Appendix "A" hereto also contains a few additional suggested language revisions which

are intended by SWC to be of a clarifying nature. These also are indicated with redlining and

strikethroughs.
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CONCLUSION
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SWC appreciates the opportunity to respond to the July 17, 2008 Staf f Report, and to

offer suggested revis ions for consideration by the Commission's  Staff . In addi t ion,  SWC

reiterates (i) its appreciation for the Commission's Staff's recommendation that the requests set

forth in SWC's Application and Amended Application be granted, and (i i ) i ts agreement with

three (3) of the four (4) recommended conditions of the Commission's Staff as set forth at items

1 through 4 on numbered page 7 of the July 17, 2008 Staff Report.

Dated this 31St day of July 2008.

18

19 Respectfully submitted,

20

21
Lawrence V. Robertson, Jr.
Attorney for Sahuarita Water Company, L.L.C.
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The original and thirteen (13) copies of the
foregoing Applicant's Response will
be filed this 3 let day of July 2008 with:

25

26 7

27

$21,750,875 minus $4,497,500 (2013 or OPCC Year 4) and $720,000 (2014 or OPCC Year 5), equals
$16,533,375.
8 If the Commission's Staff should agree with this suggestion, then the table on page 2 of Exhibit 2 would need to be
revised to include plant expenditures projected by the February 15, 2008 OPCC for 2013 and 2014.
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Docket Control
Arizona Corporation Commission
c/o 400 W. Congress, Suite 218
Tucson, Arizona 85701
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A copy of the foregoing Applicant's
Response will be mailed/emailed
this 31st day ofJuly 2008 to:

6

7

Hon. Belinda A. Martin
Arizona Corporation Commission
400 West Congress, Suite 218
Tucson, Arizona 857018
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Janice Alward, Chief Counsel
Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Ernest Johnson, Director
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007_cf
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Arizona Reporting Service, Inc.
2200 North Central Avenue, Suite 502
Phoenix, Arizona 85004-1481
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27 C:\Documents and Settings\Angela Tmjillo\Larry\Sahuarita Water Co. LLC\App1ication for CC&NExt. - 07-068WResponse to Sta8IReport can 2 FINAL.doc
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EXECUTIVE SUMMARY
SAHUARITA WATER COMPANY, L.L.C.

DOCKET no. W-03718A-07-0687

On December 14, 2007, Sahuarita Water Company, L.L.C. ("SWC" or "Company"), a
certificated Arizona public service corporation, filed an application with the Arizona Corporation
Commission ("ACC" or "Commission") requesting approval for an extension of its existing
Certificate of Convenience and Necessity ("CC&N") to provide water service to additional areas
within Pima County, Arizona. On May 2, 2008, SWC tiled an amended application requesting
an Opinion and Order: (1) transferring the CC&N currently held~iiié?the name of Rancho
Sahuarita Water Company, L.L.C. to Sahuarita Water Company, L.L.C.; (2) grantiNg SWC
an extension to the existing CC&N thereby authorizing SWC to provide water seryice toihclude
additional areas within Pima County, Arizona. "*; 8:; f"

SWC is an Arizona limited liability corporation, authorized lay provide water
service within portions of Pima County, Arizona. By this applicatioii§§WC is seeking to extend
its current approximate five (5) square mile CC&N to include additional 5,322 acres
(approximately seven (7) square miles in southwest of the Company's existing
CC&N. -..

Staff concludes that the existing adequate production and storage
capacity to serve the existing base of customers ill;§§]ge exiting CC&N, and the described plant
will provide the Company with sufficient capacity the requested extension area. Staff
further concludes that it is reasonable to SWC will develop additional capacity as
needed to meet future grovvtli in the igequested extension area.

SWC.,§ystem has

Stat? concludes that the €ornpany' : hates of the initial Hve year period expenditures
o f $ l6.533,3752l .,356§§15 (w-25%, contingencies) are reasonable and appropriate for this
project. Howeyéit, apprdiiad of this~§§,c&N application does not imply any particular future
treatment for rate I§I§r..'.'used and useful" detennination of the proposed plant in service was
made, and.r;g..99nclusik;rj$ .Slioiilikbcinferred for future rate making or rate basepurposes.

=Staff Commission approve the SWC's request to transfer its CC&N
ham R§§;lcho Water Company, L.L.C. to Sahuarita Water Company, L.L.C., and for an
extensi3§;Qf its Certi§§:ate of Convenience and Necessity in portions of Pima County to provide
water seriiiigg subjecgiocompliance with the following conditions:

1. To require the SWC to charge its existing rates and charges in the proposed
extension area.

2. To require SWC to docket as a compliance item in this case within tlavethree (3)
years of the effective date of an order in this proceeding copies of the Approval to
Construct for well(s), storage tank(s), booster pump station(s) and distribution
system that will be needed to serve the initial subdivision in the requested
extension area.



3. That the Company docket, as a compliance item in this case, within two years of
the effective date of the order granting the extension, documentation from ADWR
stating that the Company's Designation of Assured Water Supply- has been
modified to include this new extension area.

To require that off-site infrastructure for new connections be funded through
hook-up fees and not off-site facilities agreements.

Staff further recommends that the Commission's decision granting this extension of its
Certificate of Convenience and Necessity to the SWC be considered null and void after due
process without further order from the Commission should SWC fail to meet conditions 2 and 3
within the time specified.

4.
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On January 14, 2008, the ACC Utilities Division ("Staflf") filed an Insufficiency Letter
indicating that the Company's application did .not meet the.,..suflficiency requirements of the
Arizona Administrative Code ("A.A.C.") Rl 2i402." S¢Ii£-.additional data requests to the
Company on January 31, 2008. On March...33.. 2008,_the CompaNy filed its response to the first
suHliciency letter. On Apr i l 9, 2008, Staff f i l i a  S e c ond InsuHliciency Letter listing additional

deficiencies to be cured for administrative On.:April 25, 2008, the Company filed its
response prow°ding additional inflorNiation"to address the deficiencies. On May 27, 2008, Staff
filed a Sufficiency Letter indicating that tliegipplicatioir had met the sufficiency requirements of
the A.A.C. "P:-:§'-:.

On May 30, 2008, a
7, 2008.

On December 14, 2007, Sahuarita Water Company, L.L.C. ("SWC" or "Company"), a
certificated Arizona public service corporation, filed an application with the Arizona Corporation
Commission ("ACC" or "Commission") requesting approval for  an extension of its existing
Certificate of Convenience and Necessity ("CC&N") to provide water service to additional areas
within Pima County, Arizona. On May 2, 2008, SWC filed an amended application requesting
an Opinion and Order : (1) t ransferr ing the CC&N currently held in the name of Rancho
Sadiuarita Water Company, L.L.C. ("RSWC") to Sahuarita Water Company, L.L.C.; and (2)
granting SWC an extension to the existing CC&N thereby authorizing SwC to provide water
service to include additional areas within Pima County, Arizona. The ameNded application also
deleted the request to extend its CC&N to include 112 acres , to serve the :UMHed
School District ("SUSD") as SWC had learned since filing the briginal application tliat SUSD
facilities were located within the boundaries of SWC's existing CC&N. lg

BACKGROUND

INTRODUCTION

Sahuarita Water Company, L.L.C.
Docket No. W-03718A-07-0687
Page l

Piécedural Qnjder we;-issued setting the matter for hearing on August

:89

~-lirrriféd liability company and is in good standing with the
Comn Sion'S oMf Division. On December 20, 1995, in Decision No. 59431, the
Connnrssion Water Company ("INC"), an Arizona corporation, a CC&N to
provicfég water within portions of Pima County. The water service area therein
certiticaiggincluded =§he then contemplated master-planned community of Rancho Sahuarita,
which haS since belébme a reality. On November 2, 1999, in Decision No. 62032, the
Commission éitlidilized RSWC, an Arizona limited liability Company, to acquire the water
system assets and then existing CC&N of INC.

On October 15, and October 18, 2007, respectively, RSWC filed Articles of Amendment
with the Commission's Corporations Division for Rancho Sadiuarita Water Company, L.L.C. in
which RSWC indicated that Mission Peaks 4000, LLC ("Mission Peaks 4000"), a Nevada
limited liability company, had acquired a 20 percent or greater membership interest in RSWC
and that its name was being changed to Sahuarita Water Company, L.L.C. SWC currently serves



Sahuarita Water Company, L.L.C.
Docket No. W-03718A-07-0687
Page 2

approximately a five square mile area with approximately 4,250 customers located in the Rancho
Sahuarita and Rancho Resort residential communities.

The change in name from RSWC to SWC was..og,casioned by requestsior water service
which RSWC had received from several owners of real property neafto the exterior boundaries
of its existing CC&N. Each of the three entitie§..requesting -service located outside of the
boundaries of the Rancho Sahuarita the general vicinity of
the Town of Sahuarita, and the owners Qr:Snhuuritq WatC¥RSWC thus concluded the name
change would be appropriate to reflect a mOrezegional presence.

By this application and amended application, SWC is seeking to extend its current CC&N
to include an additional 5,322 acres (approximately seven square miles in size) to provide water
service to approximately 20,300 additional customers. The requested extension area is located
southwest of the Company's existing CC&N near the Town of Sahuarita in southwest Pima
County and is non-contiguous to the existing service area. The Company estimates that
2,20/45,696 new residential customers will be served in the requested araby the end of the fifth
year, as well as 150,000 square feet of commercial space and a new eleNiiiegrtary school. Exhibit
1 is the legal description and map of the proposed extension area. ""»;¢. .

THE NAME/OWNERSHIP CHANGE

RSWC was initially ownedgvliy Shalpe,& .Associates,"Inc. and Interchange Opportunity
Fund, L.L.L.P. As indicated ah§ve, Missitigr Peaks=?=4000, L.L.C. acquired a share of the
Company in 2007. With the fifiiig of the Piii'iended"Articles of Organization and the name
change, SWC's current ownership percentages are as follows: Sharpe & Associates, Inc., 2/3
percent (.667), Mission 408Q,,.L.L.C.,,.5*33 1/3 percent (33.333), and Interchange
Opportunity Fund, L,L.L.P., 66 @rcerif"(66;00). Both limited liability companies are in good
standing with the ACG='§3orporatiOi§§Division. Interchange Opportunity Fund, a limited liability
limited is and up-t6-date MM the Arizona Secretary of State's Office; and the
agent/owners listedigqe .§,.Cutler, CPA, and Sharpe & Associates, Inc.

we

_alit resp5e;_to Staffs inquiry regarding any organizational and managerial structure
changes resulted "from theffhame change and/or ownership change, SWC advised that the
organizational structiigre of SWC changed only in the sense that Mission Peaks 4000, L.L.C.
acquire€¥§§<§§ininority membership interest. SWC further advised that the managerial structure did
not change§;rgltl1at.sharpe and Associates, Inc. continued to be the Manager of SWC. Staff also
inquired if Mission Peaks, L.L.C. had any previous experience operating a water or wastewater
company and was advised that it did not and that in its status as a minority member, Mission
Peaks, L.L.C. would not be directly involved in the day-to-day operations of SWC.

Mission Peaks 4000,L.L.C., a Nevada limited liability company, is in good standing with
the ACC Corporations Division and is owned by American Nevada Company, L.L.C., Rancho
Maria Colorado, L.L.C., ANC Arizona I, L.L.C., and Tucson 4000, L.L.C. American Nevada
Company, L.L.C. is the managing partner for Mission Peaks, L.L.C. and was formed in 1974 as
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the real estate development arm of the Greenspan group of companies. America Nevada's
community developments are touted to be the most recognized in the Las Vegas valley setting
high standards for land use, architectural design and engineering. American Nevada Company,
L.L.C. is also in good standing with the ACC Corporations Division.

REQUESTS FOR SERVICE

The Mission Peaks 4000 development covers 4,228 ages that it agiCipates
serving 15,000 residences. SWC indicates that this development,Qwhich will to as
Mission Peaks Master-Planned Community ("Mission Peaks"),38mIl"'=3épnsi.st of;.""" (1) 11,123
single-family units; (2) 2,371 active-adult units; (3)":1.,506 multi-Elliihily iggiits; and (4) an
additional 1.1 million square feet of non-residential Use, whicliiwill include commercial
developments, recreation centers, places of worship, and a police and fire station. In addition,
current plans contemplate one (1) high school;-oNe €l)"8;8ir1dle"school, and two (2) elementary
schools. .= :"

SWC has received requests for services from Mission Peaks 4000, ,L.L.C. (part owner of
SWC), Sadiuarita Mission Partners, an Arizona general partnership, ancitlge Arizona State Land
Department. , **8:8*a,

SWC anticipates development in the*§i'oposed CC&N extension area will occur in
multiple phases over a MWI~'(30) year.period otiftime. The applicant indicates that the overall
development pattern projected for the CC&N extension area will be conducted in
three phases MiSsion Peaks 4000 development. This development will do be
divided into three»phases,.the first of is not anticipated to be completed until 2014.

The Sahuarita Mission development cm?éi§s.47l acres that it owns and anticipates serving
3,000 single-family residences. The ArizoNa currently contemplates a buildout
density of 2,300 single-family units for die 634 gcreStliit it owns.

D ,smWs°}reviewitiWas noted that none of the requested extension areas were
contiguous RoS"W§§§'s current CC&N, but that some of the extension area was contiguous to Las
Quintals Serer as Company ("Las Quintas"). Staff asked SWC if any of the entities
requesting service hailgecontacted Las Quintas about providing water. The Company advised that
the orrl§t§88entity requesting service from SWC whose property boundary was adjacent to Las
Quintas " ..issi0rr:Pead<s. It was the Company's understanding that Mission Peaks spoke with
the majority OWher of Las Quintas approximately two years ago regarding the possibility of
receiving water service, but that such contact did not result in any subsequent substantive
discussions. Although it's not a current requirement of water companies, Staff asked if SWC
had notified Las Quintas that SWC was requesting to serve the area. SWC responded that it did
not notify Las Quintas itself However, the prospect of SWC being the water provider to
Mission Peaks and the other properties has been a matter of common knowledge in the
SahuaritaJGreen Valley area for more than a year, and it has been the subject of a number of
newspaper articles discussing the proposed Mission Peaks development. Through its own



The Company indicates that SWC will initially finance the required transmission and
distribution facilities using a combination of funds in the form of main line extension agreements
("MXAs") and off-site facilities agreements (Advances in Aid of Construction ("AIAC") and
Contributions in Aid of Construction ("CIAC")) with master developeiis) and/or subdivision
developer(s) approved by the Commission's Utility Division and common éfjuity. The Company
indicates the reason that it will initially utilize MXA's and off-site f`acilitie§'=,ag1teeIn13fits for
funding was due to the size of the project and the fact that no. infrastructure exists
within the CC&N extension area The Company further indicates customers begin
taking service, the Company will utilize hook-up fees as the funding. The
Company feels it is conceivable that at some point in tlfe:,buildout*8§f the existing CC&N and
CC&N extension areas, SWC might conclude that it also Would bé..,appropriate to finance a
portion of the water system capacity with long=term poiiif, SWC would seek and
obtain Commission authorization before incurring any lori§"'télriif ~debt. The Company further
advised that depending on its financial sitvuatioigat the time, SWC might consider common equity
as a means of financing a portion of thepverall .ti§nsmissi6h system.

research, Staff did find multiple articles about the Mission Peaks development and the provision
of water by SWC. Additionally, no other utility companies or individuals have filed to intervene
in this docket.

In Decision No. 62032 (NoiVember 2,,§999), thdggomrnission authorized the Company an
Off-site Facilities Hook-up Fee The tariff .reqL8li°es SWC to obtain a hook-up fee CIAC
determined by meter size of connections. The amount collected is to be deposited
into a trust account and the construction of off-site facilities. The hook-up fee
tariff states that its .purpose equitably apportion the costs of off-site water facility
development to _Service Area among all new service connections in that
area" I t  is position that :igorhpany cannot use a combination of off-site service
agreements and =.f§es...for new"infrastructure. In other words, once a company has an
approved hggilg-up `fe§,...that""Would be the method of funding new off-site infrastructure
requirements for in addition to investment by the Company if needed. Thus,
Staff riggcommends liggt ofl:'§§ite infrastructure for new connections be funded through hook-up
fees aliiinot off-site facilities agreements.

FINANCE OF FACILITIES
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Docket No. W-03718A-07-0687
Page 4

THE WATER SYSTEM

.a.S

Staffs Engineering Report which is attached as Exhibit 2 describes the existing and
proposed water system in detail. The Company has one drinking water well with a production
capacity of 1,620 gallons per minute ("GPM"), The Company currently has two (2) drinking
water wells available to it to serve the existing base of customers in its existing CC&N. One
well is owned by the Company and it has a production capacity of 1,600 GPM. The second well
is owned by The Town of Sahuarita, and it is leased to the Company under a 99-year lease
agreement. This well has a production capacity of 1,620 GPM. In addition, the Company owns



three storage tanks with combined capacity of 2,550,000 gallons, and five pressure tanks which
serve the existing CC&N.

In response to Staff data requests, the Company; submitted
Infrastructure Analysis Opinion of Probable Constn1cti §osts ("
Resources, Inc., that included a description of the propiiSei new
plant costs for the next wliié i
$16,583,37521 ,750,875 (w-25% contingencies3'€'
service 'up the requested extension area until . :.:::.

Sahuarita Water Company, L.L.C.
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Staff concludes that the plant listedii
capacity to serve the requested extelision area,
assume that SWC will develop §dditional,c4p
requested extension area. 3: -.

Although the Company docs not own the production well, the
Company holds a 99 year lease agreement from the Town of Sallunrita who docs own the well.
Staff concludes that the existing SWC system has adequate production and storage capacity to
serve the existing base of customers in the existing CC&N.

To serve the requested extension area the Company proposes to install, within the initial
five years of construction activity, new plant items including, but not limited to: (1) enetwo new
1,500 GPM wells; (2) three 600,000 gallon storage tanks in two (2) forelgays and the 3420 Zone
and a 900,000 gallon storage tank in the 3570 Zone; (3) one 2,500 GPM'l§9oster station; (4) one
1,700 GPM booster station; (5) one 2,300 GPM booster station; and (6) oné°3,8g00 GPMbooster
station and transmission mains. #;1"

Staff concludes tliat83'e eStimates of the initial five year period of
construction expenditures of $T6,5 3 7959149580 875 (w-25% contingencies) are reasonable and
appropriate for approval of this CC&N application does not imply any
particular fiitvureéféggatrneigiéifor rate No "used and useful" determination of the proposed
plant in service coNclusions should be inferred for future rate making or rate
base PUTPQSQS* """ .. r ¥:':.:-,_,.:'

ARIZ NA DE
COMPLIANCE

C0mplia63és{Q(ys

.*,

five years (a summary of
TTIBE :»

OF

I

ENVIRONMENTAL

w1i1¢p;'9vide the Company with sufficient
fL1rtb¢¥concludes that it is reasonable to

.-needed to meet future growth in the

I

. Q

'E.};gineer.§"Rcpon and... . . ,......_.. by Westland

Water system and estimated
s M.Exmbit 2) that totaled
.does'"hot expect to provide

QUALITY ("ADEQ")

ADEQ regulates the water system under ADEQ Public Water System I.D. No. 10-312.
ADEQ reported that it has determined that SWC is in compliance with ADEQ requirements and
is currently delivering water that meets the water quality standards required by Arizona
Administrative Code, Title 18, Chapter 4.1

1 Compliancestatus reports received from ADEQ on May 30, 2008.
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The Company has not submitted ADEQ or other authorized agency-issued permits, either
Certificates of Approval to Construct ("ATC") or Certificates of Approval of Construction
("AOC"), for the plant items needed to serve the requested extension area. Staff recommends
that the Company docket as a compliance item in this case within three years of the effective
date of an Order in this proceeding copies of the ATCs for wel1(s), storage tank(s), booster pump
station(s) and distribution system that will be needed to serve the initial subdivision in the
requested extension area.

ARIZONA DEPARTMENT OF WATER RESOURCES ('gADWR,,) CQMPLIANCE

SWC is located in the Tucson Active Management Area "AMA as* designated by
ADWR. Staff received an ADWR compliance status on J`f;g1e 23, 2008, and ADWR
reported that it has determined that SWC is...currently compliance with departmental
requirements governing water providers and/or.ciflNi!iiieii»Bqit31-watejisysteniSf

Certificate 0fApproval to Construct

Compliance Status

Designation of Assured Water Supply ( Q

Jo s°===9!3
insuMcicncya smt i

* 48 s 88 4. x <>: ¢¢¢ l¢ c!* ! . as .'>*¥.>=*¥'¥'ol
8 5>=¢rx t a :4

1¢ assertsy" : .

In its application, SWC inglii§ates*that.it a Designation of Assured Water
Supply Hom ADWR of 4,700 acre féet, a11d4i§;§ubn1itted an application to ADWR on
November 23, 2007, to modify théDesignatioii9 £..AssUred Water Supply, by way of an increase,
to reflect its ability to My¢ oWd§ e projected=§i/ater demand at b\u'ldout in both the existing
and proposed CC&N s§i1torily-prescribed 100 years. Accompanying
that request was an assured Siij8§';§l§l€2?£¥*§?drology Report for SWC that was prepared by
Brown and Calldwiili iigi and hydrology consultant firm. SWC received an

aa l i g complete!as' review letter 'f irm ADWR on Apri l  1,  2008dated
March 27, 2008, nseto t1}o*'1nsufticiencyADWR's letter was sent to ADWR by SWC
on JU1Y,';-Zs'::=;ggQQ8~ . the hydrology analysis in the above-referenced report
demon.$iates tfigglgysféé availability of 10,983 acre feet of local groundwater for both the
existing CC&N CC&N extension areas of SWC at buildout for the requisite
100 yeaigperiod. i

that the Company docket, as a compliance item in this case, within two
years of the effective date of the order granting the extension, documentation from ADWR
stating that the Company's DAWS has beenmodified to include this new extension area.

ACC COMPLIANCE

According to the Utilities Division Compliance Section, the Company has no delinquent
ACC compliance item.
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WASTEWATER PRCVIDER

According to the Company, wastewater service in the requested extension area M11 be
provided by either  Pima County Wastewater  Management or  the Town of Sahuarita . The
C ompa ny a dvised t ha t  a  det er mina t ion ha d not  yet  been ma de bet ween t hose t wo (2 )
jurisdictional entities as to which would be the provider of wastewater services.

CURTAILMENT PLAN TARIFF AND CROSS CONNECTION TARIFF

In Decision No. 65464, (December 19, 2002) the Commission approved a Curtailment
Plan Tariff for SWC. SWC also has a Cross Connection Tariff in place.

PROPOSED RATES

SWC has proposed to extend service to the extension property at its tariffed rates.

CITY OR COUNTY FRANCHISE/PERMIT

The Town of Sahuarita does not issue franchises. A permit is obtained from the Town
each time a project enters into the property, roads, or alley ways of Sahuarita. All extensions of
the SWC's facilities under the proposed CC&N extension would occur within unincorporated
areas of Pima County. SWC currently has a Public Utility License Agreement between Pima
County and SWC that per tains to SWC's use of public r ights-of-way within the municipal
boundaries.

RECOMMENDATIONS

Staff recommends that the Commission approve SWC's request to transfer its CC&N
from Rancho Sahuarita Water Company, L.L.C. to Sahuarita Water Company, L.L.C., and for an
extension of its Certificate of Convenience and Necessity in a portion of Pima County to provide
water service as requested in the Application and Amended Application, subject to compliance
with the following conditions:

1. To require the SWC to charge its existing rates and charges in the proposed
extension area.

2. To require SWC to docket as a compliance item in this case within three years of
the effect ive da te of an order  in this  proceeding copies  of the Approva l to
Construct for well(s), storage tank(s), booster pump station(s) and distribution
system tha t  will be needed to serve the init ia l subdivis ion in the requested
extension area.

3. That the Company docket, as a compliance item in this case, nth in two years of
the effective date of the order granting the extension, documentation firm ADWR
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s ta t ing tha t  the Company's  DAWS has  been modif ied to include this  new
extension area.

To require that off-site infrastructure for new connections be funded through
hook-up fees and not off-site facilities agreements.

Staff further recommends that the Commission's decision granting this extension of its
Certificate of Convenience and Necessity to the SWC be considered null and void after due
process without further order from the Commission should SWC fail to meet conditions 2 and 3
within the time specified.

4.



EXHIBIT 2
MEMORANDUM

DATE June 26, 2008

Vicki Wallace, Chief
Consumer Services & Special Projects

FROM: Dorothy Hairs, P. E.
Utilities Engineer

WATER CC&N EXTENSION FOR SAHUARITA WATER COMPANY,
LLC.
DOCKET nos. W-03718A-07-0687

1. Introduction

Sahuarita Water Company, LLC. ("Sahuarita" or "Company") has submitted a Certificate of
Convenience and Necessity ("CC&N") extension applica t ion to the Ar izona  Corpora t ion
Commission ("ACC") to provide water  services near  the Town of Sahuar ita  ("Town") in
southwest Pima County. The Company currently serves approximately a five square mile
service area. The Company has an existing customer base of approximately 4,250 customers.
T he r eques ted extens ion a r ea ,  which is  non-cont iguous  to the exis t ing service a r ea ,  is
approximately seven square miles in size. The requested extension area is located southwest of
the Company's existing CC&N. If this application is approved, the Company estimates that it
will be serving 2045,696 new residential customers in the extension area evithiriby the end of
five years, as well as 150,000 square feet of commercial space and a new elementary school.

11. Analysis of Water Systems

Existing System

The Company operates a water system that consists of one drinking water well (having
production rate of 1,630 gallons per minute ("GPM")),

TO:

RE:

The Company currently has two (2)
drinking water wells available to it to serve the existing base of customers in its existing CC&N.
One well is owned by the Company and it has a production capacity of 1,600 GPM. The second
well is owned by The Town of Sahuarita, and it is leased to the Company under a 99-year lease
agreement. This well has a production capacity of 1,620 GPM. In addition, the Company owns
three storage tanks (having a combined capacity of 2,550,000 gallons); and five pressure tanks
which serve the existing CC&N. Although the Company docs not own the production wall, the

_ .» The existing
Sahuarita system has adequate production and storage capacity to serve the existing base of
customers in the existing CC&N.

g
we agreement from the Town who owns the well.



Year Qual-}t8Quantity Unit Price
(S/Lmit)

Amount ($)

2898 9

8999 4N<-a~Ae%i=v~i%3= 9

2010 New 1,500 GPM well 1 unit 1,100,000 1,100,000
600,000 gallon forebay reservoir 1 unit 600,000 600,000
24-inch DIP water main 7,200 (in feet) 175 900,000
16-inch DIP water main 14,400 (in feet) 120 1,728,000
12-inch PVC main 3,000 (in feet) 80 240,000
2,500 GPM booster pump station 1 unit 525,000 525,000
1,700 GPM booster pump station 1 unit 425,000 425,000
2,300 GPM booster pump station 1 unit 525,000 525,000
16-inch PVC water main 2~~1,600 (in feet) 120 259,200
12-inch PVC water main 8,400 (in feet) 80 672,000
24-inch DIP main 4,700 (in feet) 175 822,500
25% Engineering, Contingencies,
Inspection & Permits

1,949,175

Subtotal 9,745,875

2011 600,000 gallon reservoir 1 unit 600,000 600,000
3,300 GPM booster pump station 1 unit 600,000 600,000
12-inch PVC water main 27,000 (in feet) 80 1,584,000
24-inchDIP main 8,400 (in feet) 175 1,470,000
25% Engineering, Contingencies,
Inspection & Per nits

1,207,500

Subtotal 6,037,500

Sahuarita Water Company, LLC
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Proposed System

To serve the requested extension area within the next five years,  the Company proposes to
install, within the initial five years of construction activity, new plant items including but not
limited to (1) onetwo new 1,500 GPM wells, (2) three 600,000 gallon storage tanks in two (2)
forebays and the 3420 Zone and a 900,000 gallon storage tank in the 3570 Zone, (3) one 2,500
GPM booster station, (4) one 1,700 GPM booster station, (5) one 2,300 GPM booster station, (6)
one 3,300 GPM booster  sta t ion and transmission mains.  The Company does not expect  to

| provide service in the requested extension area until late 201009.

Estimated Cost of the Proposed Svstem

Fngimmr *' Report aaaéIn r esponse to S ta f f  da t a  r eques t s ,  t he Compa ny submit t ed a n
_ Opinion of Probable Construction Costs ("OPCC") prepared by Westland

Resources, Inc. The "'°*~'~*"tOPCC included a description of the proposed new water system and
estimated plant costs which totaled $ l6,5??,%752l,750,875 (w-25% contingencies).

1 \. iii x

The summary of the infrastructure pipelines and their estimated costs for the first five years of
expenditures are as follows:

I

I

I

I



2012 600,000 gallon forebav reservoir 1 unit 600,000 600,000
25% Engineering, Contingencies,
Inspection & Permits

150,000

Subtotal 750,000

5F4ata} H; ::jz"z 'am

2013 New 1,500 GPM well l unit 1,100,000 1,100,000
16-inch PVC main 2,900 (in feet) 120 348,000
24-inch DIP water main 3,600 (in feet) 175 630,000
16-inch DIP water main 6,000 (in feet) 120 720,000
900,000 Gallon reservoir 1 unit 800,000 800,000
25° o Engineering, Contingencies,
Inspection & Permits

899,500

Subtotal 4,497,500

2014 12-inch PVC water main 7,200 (in feet) 80 576,000
25% Engineering, Contingencies,
Inspection & Permits

144,000

Subtotal 720,000

Total 21,750,875

Sahuarita Water Company, LLC
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I
I
I
I
|
I
I

I
I
I

I
I
I

Staff concludes that the estimated costs listed above are reasonable. However, no "used and
useful" determination of the proposed plant was made, and no conclusions should be inferred for
rate making or rate base purposes.

111. Arizona Department of Environmental Quality ("ADEQ") Compliance

Compliance Status

ADEQ regulates the water  system under ADEQ Public Water System I.D. #10-312. ADEQ
reported that it has determined that Sahuarita is in compliance with ADEQ requirements and is
cur r ent ly deliver ing wa ter  tha t  meets  the wa ter  qua li ty s tanda rds  r equir ed by Ar izona
Administrative Code, Title 18, Chapter 4.1

Certificate of Approval to Construct

The Company has not submitted ADEQ or other  authorized agencies issued permits,  either
Certificates of Approval to Construct ("ATC") or Certificates of Approval of Construction
("AOC") for the plant items needed to serve the requested extension area. Staff recommends
that the Company docket,  as a compliance item in this case,  within %v=ethree years of the
effective date of the Order  copies of the ATCs for  well(s),  storage tank(s),  booster  pump

1 Compliance status reports received Hom ADEQ onMay 30, 2008.
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station(s) and distr ibution system that will be needed to serve the initial subdivision in the
requested extension area.

I v . Arizona Department of Water Resources ("ADWR") Compliance

Compliance Status

Sahuarita is located in the Tucson Active Management Area ("AMA"), as designated by ADWR.
Staff received an ADWR compliance status report on June 23, 2008, ADWR reported that it has
determined tha t  Sahuar ita  Water  Company is  cur rent ly in compliance with depar tmenta l
requirements governing water providers and/or community water systems.

Designation of Assured Water Supply ("DAWS")

Staff recommends that the Company docket, as a compliance item in this case, within two years
of the effective date of the order granting the extension, documentation from ADWR stating that
the Company's DAWS has been modified to include this new extension area.

v. ACC Compliance

According to the Utilities Division Compliance Section, the Company has no delinquent ACC
compliance items.

VI. Curtailment Tariff

The Company has an approved curtailment tariff

VII. Wastewater Provider

According to the Company wastewater service in the requested extension area will be provided
by either Pima County Wastewater Management or the Town.

VIII. Summary

I. Conclusions

1. According to the Utilities Division Compliance Section, Sahuarita has no delinquent ACC
compliance items.

Sahuarita is in compliance with ADEQ requirements and is currently delivering water that
meets the water quality standards required by Arizona Administrative Code, Title 18,
Chapter 4.

2.

3. Sahuarita is currently in compliance with ADWR requirements governing water providers
and/or community water systems.
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4. Sahuarita is in ADWR Tucson AMA.

The existing Sahuarita system has adequate production and storage capacity to serve the
existing base of customers in the existing CC&N. Staff concludes that the plant items
listed above will provide the Company with sufficient capacity to serve the requested
extension area. Staff further concludes that it is reasonable to assume that Sahuarita will
develop additional capacity as needed to meet future growth in the requested extension
area.

The Company estimates that the total cost to install the water infrastructure to serve the
requested area for the ncxtfirst five years of construction activity is $46,533,87521,750,875
(w-25% contingencies). Staff concludes that the Company's estimates of the initial five
year period of expenditures are reasonable and appropriate for this project. However,
approval of this CC&N application does not imply any particular future treatment for rate
base. No "used and useful" determination of the proposed plant in service was made, and
no conclusions should be inferred for future rate making or rate base purposes.

II. Recommendations

1. Staff recommends that the Company docket, as a compliance item in this case, within
years of the Order copies of the Approval to Construct for wells), storage

tank(s), booster pump station(s) and distribution system that will be needed to serve the
initial subdivision in the requested extension area.

§V,'Qth1*€€

2.

6.

5.

Staff recommends that the Company docket, as a compliance item in this case, within two
years of the effective date of the order granting the extension, documentation from
ADWR stating that the Company's DA WS has been modified to include this new
extension area.
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LAWRENCE v. ROBERTSON, JR.
ATTORNEY AT LAW

p. o. Box 1448
TlmAc, ARIZONA ss64s

OF COUNSEL TO
m u n c h  C H A D W I C K .  P . L C .

(520) 39s-0411
FAX: (520) 398.0412

EMAIL: WMAaA @AOLCOM

A i r m a n  T O  P R A C T I C E  I N :
ARIZONA.  COLORADO.  MONTANA.

NEVADA,  TEXAS.  WYOMING.
DISTRICT OF COLUMBIA

April 25, 2008

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Re: Sahuarita Water Company, L.L.C. - Application for Extension of
its Certificate of Convenience and Necessity ("CC&N")
Docket No. W-03718A-07-0687

To Whom It May Concern:

Enclosed for tiling in the above-referenced docket are fourteen (14) copies of Sahuarita
Water Company, L.L.C.'s Response to the ACC Staflf's April 9, 2008 Insufficiency Letter #2
("Response"). The original is being mailed to Vicki Wallace.

Also enclosed are two (2) additional copies of the aforesaid Response. I would
appreciate it if you would "filed" stamp the same and return them to me in the enclosed stamped
and addressed envelope.

Thank you for your assistance. Please advise me if you have any questions.

Angela R. Q§l§ "1/*
Secretary
Lawrence V. Robertson, Jr.

Sin merely,

C:\Dcaxmenls aM Setting;\Ange4a Trujillo\l.arry\Sahuari1a Waler Cc. LLC\Applioa1ion for CC&n En.. 07-0687\Dcla Clad Ltd 4-25-08 re inslMciency Kr #2 rzsponsadoc
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April 25, 2008

Vicki Wallace
Chief; Consumer Services & Special Projects
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Re: Sahuarita Water Company, L.L.C. - Application for Extension of its Certificate of
Convenience and Necessity ("CC&N") Docket No. W-03718A-07-0687

INSUFFICIENCY LETTER #2

Dear Ms. Wallace:

This letter and the enclosed documents are in response to your April 9, 2008
Insufficiency Letter #2 regarding the above-referenced matter. I will respond to each of the three
(3) requests set forth in your letter in the same sequence in which they appear.

With reference to Item #1, Sahuarita Water Company will tile an Amended Application
in the above-referenced docket within the next 10-14 days which is responsive to this request.

With reference to Item #2, attached as Appendix "A" is a copy of the October 2, 2007
Public Utility License Agreement between Pima County and Sahuarita Water Company which
pertains to the water company's use of public rights-of-way within unincorporated areas of Pima
County. Attached as Appendix "B" is a copy of a April 1, 2008 Consent to Assignment of Pima
County Public Utility License Agreement, wherein Pima County has consented to the assignment
of the aforesaid license agreement from Rancho Sahuarita Water Company, L.L.C. to Sahuarita
Water Company, L.L.C. The Town of Sahuarita does not issue franchises. Rather, its
authorization for utility occupancy of public rights-of-way within the municipal boundaries is
embodied within individual permits which are job-specitic to the installation of facilities in
question. In that regard, with the exception of that water service which is proposed to be
provided to Sahuarita Unif ied School District's ("SUSD") facilit ies within the Town of
Sahuarita, all further extensions of the water company's facilities under the proposed CC&N
extension would occur within unincorporated areas of Pima County; and, if the provision of



Ms. Vicky Wallace
April 25, 2008
Page 2 of 2

water service to SUSD's aforesaid facilities did entail any use of the public rights-of-way, a
permit authorizing the same would be obtained from the Town of Sahuarita.

With reference to Item #3, it is currently anticipated that construction of the company's
water system facilities in the proposed CC&N extension area will begin in 2010. With the
exception of the filing of the Amended Application, I believe that this letter and the attached
documents are responsive to your April 9, 2008 Insuiiiciency Letter #2.

Thank you for your assistance. Please let me know if you have any questions,

Sincerely,

E I ~\?@:&
Lawrence V. Robertson, Jr.

Docket Control
Del Smith
Dorothy I-Iadns
Barbara Wells
Lyn Farmer
Robin Mitchell

CC:

C:\Dnam\enls and S¢1=»=s=\AI4¢l= Tmjil\o\Lany\Sallualila Wow co. LL£\Appliuuon for scan Exp, - 07-0687\Wlllaae later4.25-as Ne lns1$da\cy ltd #2.dcc
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March 13, 2008

Vickie Wallace
Chie£ Consumer Services & Special Projects
Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

Re: Sahuarita Water Company, L.L.C.
CC&N Extension Application
Docket No. W-03718A-07-0687

Dear Ms. Wallace:

This let ter  and the enclosed information are in response to your  January 14,  2008
Insufficiency Letter  to me, and are also a follow-up to the January 30, 2008 meeting at the
Commiss ion's  off ices  in Phoenix  among representa t ives  of  the Commiss ion's  S ta ff  and
Sahuarita Water Company, L.L.C. ("SWC") discussing the Insufficiency Letter. For  your
convenience, the information discussed below and the enclosed information are organized using
the same numbering sequence set forth in your January 14, 2008 letter.

Item No. 1

Enclosed are copies of the following information, as prepared and provided to me by
WestLand Resources, Inc. ("WestLand").

1) A map which depicts the contemplated water utility system infrastructure which
will be constructed in SWC's proposed CC&N extension area during the first five
(5) years  of system development  in tha t  a rea . As representat ives of SWC
indicated dur ing the January 30,  2008 meeting,  because of the development
timeline associated with the Mission Peaks project, there will not be any water
system construction and associated customer growth during 2008 and 2009.
Accordingly, 2010 represents the first year in the "preliminary construction plan
for the next five years" which you have requested, and 2014 represents the fifth
year.



o
Ms. Vickie Wallace
March 13, 2008
Page 2 of 4

2) An Opinion of Probable Construction Cost ("OPCC") for the first five (5) years of
actual construction activity. As you will note, the OPCC is organized into the
following information categories for calendar years 2010 through 2014: (i) Item
Description; (ii) Unit; (iii) Quantity; (iv) Unit Price; (v) Amount and (vi)
Remarks. In that regard, page 7 of 7 indicates that the total currently estimated
cost of facilities for the first five (5) years of construction is $21,750,875 .

3) A projection of water customer additions by year and class of service or category
of use during the first five (5) years of customer additions in the extended CC&N
area. As you will note, and consistent with subparagraph 1) above, no new
customer growth is projected to occur within the proposed CC&N area during
2008 and 2009. In addition, as indicated during the January 30, 2008 meeting, no
new school customer additions are shown for the proposed CC&N extension area
until 2014, because the Sahuarita Unified School District ("SUSD") facilities
which are to be immediately connected to SWC's existing system are already
located in SWC's existing CC&N. Accordingly, the Application filed on
December 14, 2007 will be amended shortly to request that SUSD's acreage
within The Town of Sahuarita be deleted from SWC's proposed CC&N
Extension.

4) A color-coded map which depicts in three (3) phases the development pattern
which is projected for the Mission Peaks project.

5) A color-coded map which depicts in three (3) phases the overall development
pattern which is projected for the entire proposed CC&N extension area, which
includes (i) Mission Peaks, (ii) Sahuarita Mission and (iii) Arizona State Land
Department acreage.

Item No. 2

Based upon our understanding of the results of the January 30, 2008 meeting, SWC
believes that the information enclosed in connection with subparagraph 3) of Item No. 1 is
responsive to your Item No. 2 request. If not, please let me know, and in what manner it is not
responsive.

Item No. 3

Based upon our understanding of the results of the January 30, 2008 meeting, SWC
believes that the information enclosed in connection with subparagraph 2) of Item No. l is
responsive to your Item No. 3 request. If not, please let me know, and in what manner it is not
responsive.
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Ms. Vickie Wallace
March 13, 2008
Page 3 of 4

Item No. 4

Enclosed are copies of a January 7, 2008 letter from Mark Sear ans (SWC's General
Manager) to Dorothy Hains, and a January 16, 2008 letter (with attachments) from Mark
Sear ans to me which should provide the information you seek in connection with SWC's plan
to deal with such arsenic concentration as may exist in its production wells. In the event you
find that the combined information set forth in these two letters (and attachments) upon that
subject is not sufficient for your purposes, please let me know. However, based upon the
discussion which occurred at the January 30, 2008 meeting, SWC believes that it is responsive to
the Insufficiency Letter request.

Item No. 5

Enclosed is a copy of the July 23, 2001 Well Site Lease Agreement between The Town
of Sahuarita and SWC (formerly known as Rancho Sahuarita Water Company, L.L.C.). As
Mark Sear ans explained during the January 30, 2008 meeting, SWC is in the process of
developing a new production well which will substantially reduce its need for the well (#14)
which is the subject of the Well Site Lease as a source of supply for SWC's future water system
operations.

Item No. 6

Page 2 of the aforesaid enclosed copy of Mark Sear ans' January 16, 2008 letter to me
contains information which is intended to be responsive to this specific information request.
This subject was also discussed during the January 30, 2008 meeting. Accordingly, SWC
believes that this enclosure and the discussion which occurred at the aforesaid meeting should be
responsive. However, if you should conclude you need further information, please let me know.

ItemNo. 7

Either Pima County Wastewater Management or The Town of Sahuarita will be
providing wastewater services in the proposed CC&N extension areas. A determination has not
as yet been made between those two (2) jurisdictional entities as to which M11 be the provider of
wastewater services.

ItemNo. 8

It is SWC's understanding that (i) on February 15, 2008, Kristen Whatley of WestLand
emailed revised legal descriptions for the proposed CC&N extension area to Barbara Wells of
the Utilities Division Staff, and (ii) on March 3, 2008, Barbara Wells advised Kristen Whatley by
email that the revised legal description was "...perfect and can be filed as an amended legal
description" for the Mission Peaks and Arizona State Land Department acreage, respectively,
within the proposed CC&N extension area. Accordingly, enclosed are the revised legal
descriptions for the aforesaid acreage, together with the aforesaid email exchanges between
Kristen Whatley and Barbara Wells. In that regard, as indicated in Kristen Whatley's February
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4

fl
Ms. Vickie Wallace
March 13, 2008
Page 4 of 4

15, 2008 email to Barbara Wells, apparently the legal description for the Sahuarita Mission
portion of the proposedCC&N extension did not require any revision.

SWC and I believe that the foregoing discussion and the enclosed information should be
fully responsive to the requests set forth in your January 14, 2008 Insufficiency Letter. If it is
not, or if you have any questions, please let me know. Within the next two to three weeks, Twill
be filing an amendment to the December 14, 2007 Application, which will (i) delete SUSD's
acreage within The Town of Sahuarita from the proposed CC&N extension, and (ii) request that
the existing CC&N be reissued to SWC in order to reflect the recent change in name from
Rancho Sahuarita Water Company, L.L.C. to Sahuarita Water Company, L.L.C.

Sincerely,

Lawrence V. Robertson, Jr.

cc: Docket Control
Del Smith
Dorothy Hains
Barbara Wells
Robin Mitchell
Lyn Farmer
WestLand Resources
Sahuarita Water Company

C:\Documents and Set1ings\Angela Trujillo\Larry\Sahuarita Water Co. LLC\Applicat ion for CC&N Ex t - 07-0687\Wallace Ltr 3-13-08 FNL.doc
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