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IN THE MATTER OF THE APPLICATION DOCKET NO. W-02350A-10-0163
OF TUSAYAN WATER DEVELOPMENT

ASSOCIATION, INC. FOR DOCKET NO. W-20765A-10-0432
ESTABLISHMENT OF RATES FOR DOCKET NO. W-20770A-10-0473
WATER SERVICE

TOWN OF TUSAYAN’S

IN THE MATTER OF THE APPLICATION STATUS REPORT

OF ANASAZI WATER CO., LLC FOR
ADJUDICATION “NOT A PUBLIC

SERVICE CORPORATION” (Administrative Law Judge Sarah H.

Harpring)

IN THE MATTER OF THE APPLICATION
OF HYDRO-RESOURCES, INC. FOR
ADJUDICATION “NOT A PUBLIC
SERVICE CORPORATION”

The Town of Tusayan (“Town”) through its counsel submits this Status Report
concerning attempts by the parties in this proceeding to reach agreement concerning the
acquisition of property by the Town in order to establish a municipal water department to
take over the provision of water utility services in the Tusayan’s CC&N area.

The Commission’s Procedural Order issued February 8, 2011 provided the parties
two months to determine the likelihood of the Town reaching agreement with the Tusayan
Water Development Association (“TWDA?”), Anasazi Water Co., LL.C (“Anasazi”) and
Hydro-Resources, Inc. (“Hydro”) regarding the acquisition of property needed by the
Town in order to create a Town water department. On February 14, 2011, the Town
commenced the due diligence efforts to assemble the necessary data. Attached as

Exhibit A is an outline of these efforts. As of today, the response to Town inquiries has
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been minimal.

In light of the slow response to Town due diligence inquiries, the final report from
the Town’s consultants cannot be prepared until April 22, 2011, but preliminary
information suggests:

1. Anasazi has a simple system with a well that is no longer in service, a single
reservoir and an underground distribution system. The reservoir is filled from a pumping
station with water transported by truck from Valley, Arizona.

2. The Town has received technical information on the Hydro water
distribution system, but the Town has received no financial information. The financial
information is critical in order for the Town to determine the feasibility of running a Town
water department.

3. Additionally, it appears that Hydro does not own critical portions of the
water distribution system that it operates. The Town’s consultants have been informed
that third parties own substantial portions of the water distribution operated by Hydro
system, including a three million gallon reservoir and water distribution lines that feed a
525,000 gallon tank owned by Hydro.

To acquire the water distribution assets of Hydro, Anasazi and unknown third
parties in order to develop and operate a water department of the Town, the Town must
first obtain the approval of the qualified electors and taxpayers of the Town of Tusayan as
required by A.R.S. § 9-515. On March 1, 2011, the Town was notified by the Coconino
County Elections Department that if the Town intends to submit the question of acquiring
such water distribution assets to the voters of Tusayan on August 30, 2011, the Town
must, no later than May 2, 2011, formulate the question to be submitted to the voters of
Tusayan concerning the acquisition of such assets. The Town cannot submit a general
question asking the voters for broad authority to acquire such assets. Instead, the Town
must describe a particular project in order to obtain voter approval. See City of Casa
Grand v. Arizona Water Co., 199 Ariz. 547, 553-54, 20 P.3d 590, 596-97 (Ariz. Ct.App.
2001).
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Given the minimal response to the Town’s due diligence inquiries, and given that it
appears that other parties must be joined in these negotiations in order to allow the Town
to acquire an entire system for a municipal water department, the Town is not in a position
to develop the specific question to be submitted to the voters of Tusauyan in less than one
months’ time.

The Town will continue the due diligence necessary to allow the Town to
determine if it can develop the terms of a proposal to acquire water distribution assets that
the Town Council can recommend to Tusayan voters for approval. The Town cannot
guarantee that it will be successful in such effort. Accordingly, the Town Council
requests that the Commission consider establishing fair and reasonable interim water rates
to address the disparate and untariffed rates that are currently being charged to the
customers served in Tusayan’s CC&N service area until such time that either (i) the Town
is able to obtain voter approval for the acquisition of water distribution assets from some
or all of Hyrdo, Anasazi and other third parties or (ii) until such time that the Commission
addresses the Hydro Adjudication Application (Docket No W-20770A-10-0473), the
Anasazi Adjudication Application (Docket No. W-20765A-10-0432) and the TWDA rate
application (Docket No. W-02350A-10-0163).

DATED this 14" day of April, 2011.

LASOTA & PETERS, PLC

William J. Sjms III
Attorneys tor the Town of Tusayan
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Original of foregoing filed and delivered
this 14™ day of April, 2011, to:

Sarah N. Harpring

Administrative Law Judge

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

Cogies of the foregoing mailed this
14 day of April, 2011, to:

Robin Mitchell

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

Steven M. Olea, Director

Ultilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington

Phoenix, Arizona 85007

Russell A. Kolsrud

Ryan J. Lorenz

CLARK HILL PLC

14850 N. Scottsdale Road, Suite 500

Scottsdale, Arizona 85254

Attorneys for Tusayan Water Development Association, Inc.

Paul L. Brinkman

SHORALL MCGOLDRICK BRINKMAN
702 North Beaver

Flagstaff, Arizona 85001

Attorneys for Anasazi Water Co., LLC

Garry D. Hays

THE LAW OFFICES OF GARRY D. HAYS, P.C.
1702 E. Highland Avenue, Suite 204

Phoenix, Arizona 85016

Attorneys for Tusayan Ventures LLC
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Steven A. Hirsch

Rodney W. Ott

BRYAN CAVE LLP

Two North Central Avenue, Suite 2200
Phoenix, Arizona 85004-4406
Attorneys for Hydro-Resources, Inc.

QZ@ "%/MM/




Summary of Activities — Potential for Tusayan Municipal

02/14/11 E-mail requesting Anasazi, Hydro & TWDA recommendations for appraisers; no response

02/17/11 Phone Discussion with Mr. Hirsh on preferences and scope of work; he indicates preference
for Ray Jones and using RCNLD valuation method.

02/18/11 Brinkman advised by phone of appraiser; no comment back on scope of work.

03/07/11 E-mail seeking approval of Scope of Work and consultant selection; no responses

03/09/11 Finally reach Carpenter after two unanswered phone messages; said | will have info within a
week.

03/15/11 Confirmed Willdan Contract & Ray Jones subcontractor

03/18/11 Notified Brinkman et al of scope of response

03/31/11 On site meeting in Tusayan with Anasazi and Hydro representatives and the Town Engineer
and Valuation consultant to clarify information.

Hydro

03/21/11 E-mail request to Mr, Hirsch for financials — acknowledged Rueter’s technical info, but no
financial info on Hydro; no response.

03/31 & 04/01 On site meeting with Rueter at 5pm originally 11 am). Wants to correct and update
information provided to date; revised info on 04/01 including map data.

Anasazi

02/08/11 E-mail from Brinkman indicating Anasazi was interested in discussing potential sale and

providing a contact name (Carpenter).

03/18/11 E-mail on lack of response from Anasazi; he indicates Carpenter had called with no answer
from me; responded no info 03/22; no info 3/23; 03/24 no info; 03/25 no info; 03/25 Carpenter
says provided info to Pam Fain;

03/25/11 confirmation from Pam Fain by e-mail they will meet 03/31

03/28/11 fax receipt of responses to questions; tax asset detail; water purchase documents; meter

sizes; ADEQ reports

03/29/11 fax receipt of Income Statements and Balance Sheets CY 2009, 2008, 2007

03/31/11 on site in Tusayan; Mier responds with limited technical info.

Current Status:

Anasazi — some financial information; poor technical information on assets location and age

Hydro — excellent system technical information; no financial information or condition

TWDA - only received Profit and Loss Statement 2009 & 2010 (03/09/11).

Met with Hydro and Anasazi with the Town Engineer and Valuation Consultant on 03/31 and 04/01/11.
Progress meeting 04/08/11 at 2pm at Willdan.

EXHIBIT A




