
July 18, 201 2 

Arizona Corporation Commission 
Mr. Steve Olea, Utilities Division Director 
1200 West Washington 
Phoenix, AZ 85007-2996 

RE: Docket No. W-016518-99-0351/Decision No. 62450 
Docket No. W-016518-99-0406 
Decision Compliance Status Report 

Dear Mr. Olea: 

This letter is in response to compliance action for submittal of annual reports beginning 
July 1, 2001 detailing the progress of plans to use CAP water directly in Vail Water’s 
service territory and plans for actual construction of any necessary facilities. 

As of this date, the engineering design proposal for the CAP pipeline has been bid and 
Westland Resources, Inc. has been selected as the engineer. Research of necessary 
easements and rights of way has been identified and we have contacted property owners 
to obtain the necessary easements. 

Progress with Tucson Water continues as it attempts to determine costs for the proposed 
wheeling agreement. A target date of September 2012 has been set to review the 
proposed wheeling agreement costs. Vail Water Company has requested a contract 
template to be forwarded for its review. 

Please refer to the attached Conclusion of Law, Order and Settlement Agreement between 
Vail Water Company and the Commission’s Utility Division Staff, Decision 7321 8, Docket 
No. W-016518-99-0406 docketed June 5, 201 2, attached hereto for additional background 
on the information contained herein. 

If you have any questions or would like a more detailed description of Vail Water 
Company’s actions, please do not hesitate to contact me at (520) 571 -1 958, extension 
71 05 or via fax at (520) 571 -1 961. 

Christopher T. Volpe U 

Vice President 

Enclosure 
cc: Mr. Michael Hallam 

Ju. 92012 
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BEFORE THE D N A  CORPORATION CON 

c0MMIss10NERs 

GARY PIERCE - Chairman 
BOB STUMP 
MNDR&iED~KENNEDY - 

Arizona Corporation Commission 
.DOCKETED 

JUN -.5 -- 2012 

PAULNEWMAN DOCKEEOBY 
BREMlaBuRbTs 

N THE MATTER OF THE APPLICATION OF DOCKET NO. W-01651B-99-0351 
VAIL WATER COMPANY FOR AUTHORITY TO 
BSUE PROMISSORY NOTE@) AND OTHER 
EVIDENCE OF INDEBTEDNESS PAYABLE AT 
PERIODS OF MORE THAN TWELVE MONTHS 
4F'IZ.R THE DATE OF ISSUANCE. 

DOCKET NO. W-01651B-99-0406 
N THE MATTER OF THE APPLICATION OF 
VAILWATERCOMPANYFORARATE DECISION NO. 73218- 

1 OPINIONANDORDER 

)ATE OF " R I N G :  January 26,2012, and March 29,2012 

'LACE OF HEARING: Tucson, Arizona 

OMINISTRATIVELAWJUDGE: Jane L. Rodda 

WPEARANCES: Mr. Michael'Hallam and M i  Matt Bingl~m, 
LEWIS AND ROCA, LLC, on behalf of Vail 
Water Company; and 

Ms. Bridget A. Humphrey, StaEAttorney, Legal 
Division, on behalf of the Utilities Division of 
the Arizona Corporation Commission. 

5Y THE COMMISSION: 

* * * * * * * * * * 
Having considered the entire record herein and being fully advised in the premises, the 

Qrizona corporation Commission ("Commission") finds, concludes, and orders that: 

FINDINGS OF FACT 

1. On December 1,2011, the Commission voted to reopen Docket No. W-01651B-99- 

1406 and Decision No. 62450 (April 14,2000) for the purpose of taking evidence to'determine the 
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DOCKET NO. W-0165 1 B-99-035 1 ET AL 

following: 1) a plan for the direct use of Central Arizona Project (“CAP”) water in Vail Water 

Company’s (‘WC”) service area; 2) whether funds collected h m  Hook-up Fees and a CAP 

Surcharge authorked in Decision No. 62450 should be refimde 3) whethex the Company should be 

assessed penalties for f a g - t o  comp1-E D&iWW. p 6 2 4 5 0 5 i G n T K ~ % p ~ ~ e  

company’s requ&f-xtensionafAdae in-De~isi~nX~-62Q5@*HW+l-f& 

direct use of CAP water. 

Background 

2. In Decision No. 62450 the Commission &ranted VWC a rate increase, and appmvd 

he Company’s request for authority to bomw fiom the Arizona Water Inhstrwture Finance 

kuthority (WA”) to finauce system improvements. AS part of Decision No. 62450, the 

Zommission authorized VWC to implement a CAP Hook-up Fee and a CAP surcharge. 

3. The Commission conditioned the CAP Hook-up F& and Surcharge on the following:’ 

a. The tariff would apply to all new subdivisions and line extension 
agreements that are approved for the north system h m  the end of 
1998 TY forward. Once the interconnection between the north and 
south systems is completed, the tariff would apply to all new 
subdivisions and line extension agreements in the combined north and 
south systems; 

b. VWC m p  be recharging CAP water witbin 6 months of this 
Decision; 

c. All  CAP Hook-Up Fees and CAP Service charges are to be placed in a 
separate interest bearing accownt; 

d. Revenue collected fbm the CAP Hook-up Fee and CAP Service 
Charge C ~ U  be used for paying the CAP holding fee and Municipal and 
Mustrial (“M&P’) costs, anf the Hook-up Fees could also be used for 
CAP-related capital projects; 

e. The CAP Service Charge shall be identified as a separate line item 
charge on the customex bill; 

f. Final plans fbr the direct use of CAP water within VWC’s senrice 

’ Decision No. 62450 at Findiogs of Fact (‘‘FOF“) No. 25 and Conclusions of Law (“COL”) No. 7. 
Decision No. 62450 contemplated that until W C  could use its CAP docation to provide water to its customas, it 

would recharge the water. VWC has beearecharging its CAP allacationmMarananear the CAP c d  at a rechge 
facility by Kai Farms. The recharge facility is over 30 miles h m  VWC’s service area. See Transaipt of the 
Tammy 26, and March 29,2012 hearings (”Tr.”) at 45. ’ Staff‘s recommsndations 88 set forth in FOF 25 onginally would have limited the use of the Hook-up Fees and 
surcharge to the CAP holding fkes andW costs, butthe ConrmissiOn exrpandedthe permissfile uses oftb funds when 
it adopted Decisian No. 62450. See Decision No. 62450 at COL No. 7. 
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DOCKET NO. W-01651B-99-035 1 ET Az, 

territory are to be submitted to the Commission no later than December 
31,2010; 

g. VWC must directly use the CAP allocation within its service territory 
by December 31,2015; 

__ h. Time extensions would only be-allowedfor good causet---- __ 

i. VWC shall submit atmual reports to the Utilities Division Director 
deGiilingtheprogress-of p ~ r t c r u s e ~ ~ e r ~  in its s e r v i i  

and plans for actual comtruction of any necessary facilities. 
The reports shall be submitted each July 1, beginning in 2001; 

j. If VWC does not comply with either of the timehmes in f or g, all 
CAP charges will cease at that time and any monies remaining in the 
CAP account shall be refunded in a manner to be detemzined by the 
Commission at that time; 

k. The Commission shall allow Staff to automatically impose fines and/or 
o t h e r s a n c t i o n s ~ v a i l i f t h e ~ e ~ ~ i n i t e m s f o r g a r e n o t  
met; 

~ 

1. If VWC does not comply with the timefkmes in items for g and it sells 
its CAP docation, any net profit shall be distributed to the customers 
in a manner to be determined by the Commission; and 

m. VWC should submit annual reports regarding the mount of CAP 
Hook-up Fee and CAP Service Fees collected. The reports should be 
submitted by each January 31 and cover the previous calendar year, 
The fmt report should be submitted by Jmuary 31,2001, and should 
contain the following information: 

i. 
ii. 
iii. 
iv. 
v. 
Vi. 
vii. 

The name of each entity paying a CAP Hook-up Fee; 
The amount of CAP Hook-up Fee each entity paid; 
The amount of CAP Service Charge collected; 
The balance in the CAP trust account; 
The amount of iuterest earned in the CAP trust account; 
The amount of money spent &om the CAP trust account; and 
A description of what was paid for with monies fkom the CAP trust 
account. 

VWC did not file Final Plans for the direct use of CAP water within its service 4. 

d to ryby  December 31,2010. 

5. On June 21,2011, Staff sent a formal Compliance Notification Letter to VWC, stating 

that the Company failed to meet requirement (f) when it did not file Final Plans by December 31, 

2010. This letter stated that the Company’s failure to meet the deadline rendered the Company in 

violation of both Decision No. 62450 and Arizona Revised Statute (“A.R.S.”) $40-202 which 

* Id. StaffOaiginaUy rec0IMnended that 110 time extensions be allowed. 

3 
-. 
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DOCKET NO. W-01651B-99-0351 ET fi 

equires the Company to comply with every “order, decision, rule or regulation” of the Commission. 

b e  letter also notified the Company that purrmant to FOF 25 (j), when the Company failed to sle the 

?id Plans by the deadline, the CAP charges should cease and the remhing monies refimcled. 
- 

~ 6 7 ~ J u n e 3 0 , 2 0 ~ ~ ~ ~ m p y  s&&-&a*-for extension until November 

~ ~ ~ ~ ~ ~ f i l e t h ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ a ~ ~ ~ l ~ ~ e ~ ~ ~ ~ ~ ~  

,o VWC had not been available until June 201 1, when the City of Tucson entered into an agreement 

ivith Or0 Valley to wheel CAP w e .  VWC believed the Or0 Valley wheeling agreement would 

ierve as a template for an agreement between Tucson and other providers, such as VWC. VWC 

hted that although it would approach the City of Tucson for its own wheeling agreement as soon as 

he Or0 Valley Agreement was finalized, some time would be needed to negotiate and approve the 

igreement so VWC was requesting until November 30,201 1, to file the Find Plans, 

7. On August 2,2011, Staff sent a second letter to the Company entitled “Compliance 

Status Notification #2.” In this letter, StaEwrote: 

“ ... consistent with Finding of Fact 25 (i), the Company should 
immediately cease CAP collections and propose to the Commission a 
mechanism to refund any monies remaining in the CAP account. This 
proposal should be submitted to the Commksion by August 19, 2011. 
Further, the Company is notitled that any CAP funds collected since 
January 1,201 1 were collected in violation of a Commission order.” 

On August 17,201 1, VWC aed a request to withdraw its earlier request for extension. 

On August 19,201 1, VWC filed an Application to Extend Time for CAP Planning. In 

its Application, the Company requested an extension until June 30,2013, to provide the Final Plans 

Eor direct use of CAP water. VWC indicated that in 2010, Tucson Water approved the Joint Water 

hfhhucture Supply and Planning Study which lead to the adoption of the CityKounty 2011-2015 

Action Plan for Water Sustainability in November 2010. According to W C ,  the Action Plan 

8. 

9. 

reaffirmed the goal of enabling Tucson Water to become a CAP wheeling entity in the Tucson 

valley? VWC also stated that following the approval of the T~~sonloro Valley wheeling agreement 

in June 201 1, it contacted Tucson Water and negotiationS began in earnest. Tucson Water estimated 
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DOCKET NO. W-01651B-99-0351 ET AL 

;hat the process to develop a wheeling agreement would take between six and twelve months! The 

20mpany explained it was seeking the Commission's permission to provide the Final P h  by June 

IO, 2013, and that it was not asking for an extension of the 2015 deadhe for the direct delivery of 

XFwater to VWC. The Company asserted that although it was unable to have a solution hr  the 

l i r e e h s ~ F € A l F w a t a - b ~ x & 2 @ t O ~ t k - i ~  1 

__ -~ _ _  

:ommission should enmurage; that the millions of dollars already spent to secure the CAP supply 

vill have been wasted if the deadline to file Final Plans was not adjusted "to comport with Tucson 

Vater's availability"; and that the Company needed the City to be a willing partner which meant that 

he Company could not have exclusive control of the tams or timing of any Final Plans. 

10. On November 1,2011, StaEfiled a Mernomdum setting forth S W s  conclusions and 

ecommendations. Staff believed that VWC was in Violation of Decision No. 62450 by not providing 

h a l  Plans, failing to cease collection of CAP charges, and f a g  to r e b d  monies remaining in the 

ZAP account. kn addition, Staff claimed that the company was a h  in violation of A&.$. 0 40-202 

br not filing a proposed refunding mechanism. Staff expressed concern that the request for the 

xtension was filed approximately six months after the due date, and only after Staff notified the 

2ompany of the compliance violation. Staff concluded that it could not recommend granting the 

Zompany's request for an extension of the deadhe to file the Final Plans. Staff recommended that 

W C  file a status update by November 15,201 1, that clarifies: 1) whether the Compimy has ceased 

mllecting CAP charges and if not, an explanation why not; 2) what refunding mechanism the 

Company proposes and why none was proposed earlier; 3) whether r e h d s  have started, and if not, 

m explanation of why not; and 4) an accounting of the funds in the CAP account. Staffreserved the 

right to make further recommendations based on the quality and timeliness of the Co~llpany's status 

update, 

11. On November 15, 2011, VWC med a Status Update. VWC claimed that after 

receiving S m s  second compliance notice, it contacted Staffand was told that it should withdraw its 

request for an extension and seek an amendment of Decision No. 62450. The Company states that it 

Exhibit El to VWC's August 19, 201 1, Application to Extend Time of CAP Plaaning. 

5 DECISION NO. 73218 
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DOCKET NO. W-01651B-99-0351 ET AL 

intended its August 19,201 1, Application to be a request to amend Decision No. 62450. In addition, 

W C  responded to Staff‘s inquiries as fbllows: 1) VWC suspended billing for CAP Service Charges 

n November 201 1, and if the Commission so directs, will also suspend collections of CAP Hook-up 

~ee~ii-withinthirty days, vwc will have refunded a~ CAP Service charges collected since the 

l e g i i m i l ? & 0 & 2 ~ - l ~ ~ h ~  c s ,  mci win if tE 
=Ommission directs, refund unexpended CAP Hook-up Fees and other CAP Service Charges; 3) 

W C  believed that the Commission would not lightly abandon the objective of using CAP water in 

ts service area by 2015, and that it believed it was acting in good faith to extend the 2010 deadline to 

submit engineering plans; and 4) itprovided a report of the revenues and expenditures in the CAP 

Lccouflt through November 14,201 1. VWC also described its efhrts to work with Tucson Water and 

-e-iterated the importance of importing CAP water into the Tucson Active Management k e a  

:(’Tucson AMA”). 

12. On November 30,2011, VWC filed a Status Update. The Company clarified that 

med on the language of Decision No. 62450 that provides that refunds would be accomplished “as 

ietermined by the Commission,” the Company would wait for direction h m  the Commission before 

mefunding any mounts in the CAP account. 

13. On December 1,2011, the Commission voted to reopen Docket No. W-01651B-99- 

3406 and Decision No. 62450, in order to refer the matter to the Heahg Division to take testimony 

m the following topics: 1) a plan to accomplish the direct use of CAP water in VWC’s service area; 

2) whether there should be a refund of CAP surcharges; 3) whether penalties should be assessed 

against the Company for the violation of Commission Order; and 4) to consider the Company’s 

request for a time extension to file its final plans for direct use of the CAP water. The Commission 

directed that all CAP charges collected that remain in the CAP account should be held in constructive 

trust until further order of the Commission. 

14. By Procedural order dated December 2,201 1, a Procedural Conference convened on 

December 14, 2011 to discuss the procedures and b e h e  for the proceeding. The Company 

requested a quick resolution in order to have the matter resolved before payments to the CAP were 

due in the Spring of 2012. Both parties thought that pre-filed testimony would be beneficial, but 

I_ 

6 DECISION NO. 73218 
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S m s  availability did not allow a complete hearing in January 2012. The parties agreed to a 

bifurcatedproceeding.7 

15. By Procedural Order dated December 15,2011, the matter was bifurcated for purposes 

3f a hi%iiiwi,hnhe&g set fbr J&uary26,2O~!~&sthelimited issue ofthe Company’s 

Pequest-Hsctthe-€A€h&heldin-comtm&wtmt - € o r a t m n a l - p a ~ s h z i ~ ~ ~ C ~  

docation due in March 2012; and a second hearing on February 29,2012, to address al l  of the other 

issues in the Commission’s December 1,201 1 directive. 

16. On January 6, 2012, VWC fled Certiiication that it mailed public notice of the 

hearings to its customers as a bill insert on December 30,2011, as directed by the Commission’s 

procedural order. 

17. On January 23,2012, VWC the Direct Testimony of Kip Volpe, the Company’s 

Vice Presidat, and Staff filed the Direct Testimony of Brian Bozzo, the Commission’s Utilities 

Division compliance and Enforcement Manager. 

18. The hearing on the Company’s request to use funds in its CAP acmunt for payments 

a the CAP convened as scheduled before a duly authorized Administrative Law Judge (“3 on 

~anuary 26,2012, at the Commission’s Tucson offices. 

19. During the January 26, 2012, hearing, the Company requested that the Commission 

authorize it to use funds its CAP account to make the following payments to the CAP: $75,500 due 

m February 20,2012; $89,500 due on March 20,2012; and $75,500 due on April 20, 2012.8 The 

Company argued that the direct use of CAP water in VWC’s Service territory remains a viable god 

that will benefit VWC ratepayers, the Tucson AMA and the state of Arizona because the costs of 

providing CAP water to the area will be less than the cost of acquiring recharge credits &om the 

Central Arizona Gromdwatex Repldshent District (TAGlUY39 and VWC’s CAP allocation 

allows CAP water to benefit the Tucson valley and will help protect Arizona’s claim on Colorado 

fiver water.”’ 

’ See Transcript of December 14, 201 1 , P r o m  conference. 
EX A-I, VoIpe IXI at 7. 
Tr. at 18 and 42. 

lo Ex A-1 at 5 and Tr. at 24. 

7 DECISION NO. 73218 
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20. At the January 2012 hearing, based on the language of Decision No. 62450, Staff 

recommended that the Company not be allowed to use the funds remaining the CAP accouut to make 

he requested payments." Staff argued that the up-comiug payments could be paid with other funds,12 

fthiftb3 payments could be made late &-the Commission has made a final determimion in this 
30c&g.13 

21. At the end of the January 26,2012 hearing, the parties discussed whether additional 

,nformation concerning project costs and financing options would be necessary in order to determine 

ivh&er refimding amounts already collected ibr the CAP project would be in the public interest. 

f ie  parties agreed that after the parties had an opportunity to coder, a Procedural Conference to 

iiscu~s the scope of Phase II would be benefi~ial.'~ 

22. On February 3,2012, a telephonic Procedural Conference convened." The Company 

lndicated that it wished to engage in discussions with Staffthe following week, and proposed keeping 

he hearing date of February 29, 2012, but extending the date to file Rebuttal Testimony &om 

February 13,2012, until February 20,2012, to give the parties t h e  to confer. Staff did not object to 

he extension of h e ,  but indicated that if the scope of Phase II was to discuss issues beyond 

:ompliawe, Staffwould not have time to file testimony about how to finance the CAP project intime 

€or a February 29,2012 hearing. By Procedural Order dated February 6,2012, the deadline for filing 

Rebuttal Testimony was extended until February 22,2012. 

23. On February 17,2012, VWC and Staff participated in another telephonic Procedural 

conference during which they requested a continuance of the hearing date by approximately 30 days 

to give Staff time to evaluate a proposal made by the Company that could resolve some or all of the 

pending issues. By Procedural Order dated February 22,2012, the February 29,2012 hearing was 

continued until March 29,2012, and the deadline to file rebuttal testimony was extended until March 

22,2012. The Procedural Order provided that because the matter had already been noticed to W C  

customers, the February 29,2012, date would be utilized fbr taking public comment. 

" Ex $3, Bozzo Dir at 4. 

l3 Tr. at 93. 
I4 Tr. at 89-90. 
Tr. at 93-94. 

l2 Id 

8 DECISION NO. '3218 
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24. On February 29, 2012, a public comment session convened. Two VWC customers 

ppeared to provide public comment. They expressed a concern that ratepayen have been paying for 

he CAP project without a complete project, and concerns about how CAP water will afXmt water 

miy. TEFCXZGS~~ also receiviiiiwritten cmniimt the Director of the ~ n i v e r s i t y 2  

4l?izoTxT&a*esem- -mt--w**e centrai & o m  water 

Zonsqation District which operates the CAP, urging the CommisSion to grant the deadline 

:xtension so that W C  can use its CAP water in a manner that is consistent with the -mt 

goals of the Tucson AMA. 

25. On February 29,2012, VWC filed a request, with the concurrence of Staff, that the 

4L.T not issue a Recommended Opinion and Order (‘’ROO”) for Phase I until the parties have been 

ble to conclude their  discussion^.'^ 
26, At the request of the parties, a telephonic procedural codhence conv~ed on March 

to, 2012. The parties reported that they had reached a consensual resolution of the issues raised in 

his proceeding, and proposed that the March 29, 2012, hearing should focus of the proposed 

settlement. 

27. 

28. 

The parties docketed the Settlement Agreement on March 22,2012. 

A hearing convened on March 29,2012, before a duly authorized ALJ, to address the 

xoposed Settlement. Mr. Volpe testified for the Company, and Mi. Bozzo testified for Staff. 

Settlement Ameement 

29. A copy of the proposed Settlement Agreement is attached hereto as Exhibit A, and is 

incorporated herein by reference. The proposed Settlement provides: 

(a) Staff and WVC continue to support the direct use of CAP water in W C ’ s  service 

mea as confernplated in Decision No. 62450; 

(b) VWC will not re-inState the $0.32 per 1,OOO gallons CAP Surcharge unless and 

until such surcharge is re-authorized as part of a rate case. 

(c) VWC wil l  re-instate the CAP Hook-up Fee. 

I‘ VWC was responding to an insuiry during the February 17,2012, Procedural conference, whether given the pirties’ 
discussions, a ROO should be issued on the limited issues addressed in Phase I of the proceeding. 

9 DECISION NO. 73218 
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(d) On or before July 31, 2012, VWC will file a rate case wing a test yeac of 

December 31,2011 (‘Rate Case”), and both parties agree that filing the Rate Case will satisfy the 

-vision of Decision No. 62450 concerning the f i h g  of a rate case.17 As part of the Rate Case, 

W C X l  propose a surcharge to , Project in an attempt to avoid the 

ediate€y-after-kRak-&mrStafFexpreWg~j support= 

he concept of a surcharge for amounts to be paid Tucson Water under a Wheehg Agreement, M&I 

md delivery charges, and fbr other CAP-related costs, however, the agreement provides that S W S  

6nal recommendation on such a surcharge will be formed following exmination of the surcharge 

ipplication and other iinancial informaton presented in the Rate Case. 

_ _  

(e) The deadline for submitting Final Plans for the direct use of CAP water in VWC’s 

&ce territory as set forth in Decision No. 62450 is extended to June 30,2013. 

(f) W C  may use the funds collected from the CAP Surcharge and Hook-up fees (as 

well as the Hook-up fees that continue to be collected) in the manner intmded by Decision No. 

52450, including, but not limited to: pennit, design, mgineer, and construct andor to acquire plant 

nul equipment necessary to have CAP water delivered to its water system and to pay for on-going 

CAP M&I and delivery charges, legal fees, and costs associated with recharging water. These CAP 

€un& are not subject to r e h d  solely as a result of the Company‘s failure to submit Final Plans by 

December 31,2010, but Staffreserves the right to examine the need for the use of the funds as part of 

the Rate Case and to continue to examhe the prudence of all expenditures made from these fhds. 

(g) Staff will not recommend that the Commission impose any penalty or fine solely 

as a result of VWC’s failure to make the Final Plan submission by December 31,2010, subject to 

VWC meeting the June 30,2013, deadline. 

30. VWC has accumulated approximately $4.5 million in its CAP accoutlt fiom 2000 until 

December 2011, and over the same period has expended approximately $2.7 million on expenses 

related to maintaining its rights to the CAP allocation.’8 As of December 31, 2011, VWC had 

” Decision No. 62450 orders VWC to file a rate case no ea rh  than twelve months or later than eighteen months after the 
completion of the plant to be installed pursuant to that Order. Decision No. 62450 at 20. The order does not indicate 
wbich plant’s completion would trigger the rate case. 

See Amended Report of CAP Hookup Fees and CAP Service Fees Collected, fled on February 24,2012. 

10 DECISION NO. 73218 
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approximate1y $1.9 million in its CAP a c c o ~ n t . ~ ~  

3 1. Through December 3 1 , 201 1, approximately 75 percent of the funds added to the CAP 
account were provided by developers in the fonn of Hook-up Fees, and 25 percent was provided by 

ratepayers via the $0.32 per 1,000 gallons surcharge?’ 
- 

.)r) 
JL. 

- *w-b w c f i e  (iirect use 02 CAP water in VWC’s service area, 

and believe that the Settlement Agreement resolves the issues raised in this docket in a W and 

reasonable manner, and that its approval will advance the Commission’s directive to devise a plan to 

move for~ard to achieve the direct use of CAP water in WC’S service area.2’ 

33. We agree that the Settlement Agreement is a fbir and reasonable resolution of all of 

the issues raised in this proceeding. There is no dispute that the direct use of VWC’s CAP docation 

in its service area will benefit the Company, the ratepayers and the Tucson AMA. The collection of 

the Hook-up Fees and the CAP Surcharge functioned as conceived, and the fund will allow VWC to 

p e e d  quickly to bring CAP water to its area as soon as it can fhake an agreement with Tucson 

Water. The Company was dependent on the City of Tucson’s schedule for negotiating the CAP 

wheeling agreement, and it appears that the City is now ready to proceed. In addition to allowing the 

CAP project to proceed, the Settlement Agreement requires a rate case which wil l  allow the 

Commission to consider the best way to finance the CAP project going-forward, as well as re- 

examine rates in light ofthe significant g o d  in the vail area since 2000.2~ 

34. The Company admits that it should have sought Commission amendment of Decision 

No. 62450 prior to the December 3 1,2010, deadline. Mr. Volpe testified that he didn’t file a request 

for an extension of time to file the Final Plaus by December 31,2010, because at that time, the City 

of Tucson was not o f f i g  a solution, and he did not know what the Final Plan would look like, or 

how long it would take to be able to file it.23 

35. Although the Company should have sought an extension to sle the Final Plans prior to 

19 rd. 
Id; alsa Tr. at 129 
Tr. at 105-06, 109. 
At the timZ of the last rate case, VWC had 770 customers. Decision No. 62450 at 2. currently, VwC has 

apmximately 3900 customers. Tr. at 35. 
Tr. at 18. 

- I .  - 
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he deadhe, and without requkiug Staff to expend the time and energy that was required in this 

natter, the Company’s failure does not appear motivated by a disregard of its obligations 

hmmission Orders, but rather a lack of understanding of how to mod.@ the deadline, and a strong 

&ef that all parties supported the CAP project =-being in the public i~terest.2~ The CompmyYs 

rnhM-3 or its iechr6B.l hilure o Fthe Fmal Plans sh odd not penalize ratepayers. 

rhus, we agree the negotiated solution that would termination the CAP Surcharge pending a rate case 

md not require refund at this time is in the public interest. 

____ 

36. Staff feels that the Company now understands its obligations and has demo- 

m p s  toward the ultimate goal, and does not recommend administrative penalties at this time.% 

mere is no indication the CAP funds were h e d  or that ratepayers suffered any harm from the 

kilure to file the Final Plans. The Company could not comply until the City of Tucson was ready to 

nter into the wheeling agreement. Consequently, we adopt S W s  rewmmendation not to impose 

W t m t i v e  penalties at this 

CONCLUSIONS OF LAW 

1. VWC is a public service corporation within the meaning of Article XV of the Arizona 

2onstitution and A.R.S. ~~40-202,40-203,40-251,40-301 and 40-302. 

2. 

3. 

4. 

The Commission has jurisdiction over VWC and the subject matter of this proceeding. 

Notice was provided as required by law. 

The Settlement Agreement attached as Exhibit A resolves the issues raised in this 

locket in a fair and reasonable manner, and its adoption is in the public interest. 

ORDER 

IT Is THEREFORE ORDERED k t  the Settlement Agreement entered into between Vail 

Water Company and the Commission’s Utility Division Staff, attached hereto as Exhibit A, is hereby 

approved. 
IT Is FURTHER ORDERED that Vail Water Company may utilize the h d s  in its CAP 

24 Tr. at 130-3 1. 
25 Tr. at 150. 
26 The Company has incurred costs associated with mhhg this dispute. Ratepayem should not be held responsible for 
the costs of this proceeding OT any late fees that may be owed the CAP. 

12 DECISION NO. 732’18 
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account h r  the purposes identitied in the Settlement Agreement 

IT IS FURTHER ORDERF!D that any late fees associated with a delay in making 2012 CAI 

payments shall not be made using funds in the CAP account, and ratepayers shall not be hek 

responsible for any such late fees. 
- ~ ~ - -  

-€hmhe - eestab ISSCKDecision No. 62450 fix Vai 

Water Company to file Final Plans for the direct use of CAP water in its service area is herebj 

wended until June 30,2013. 

IT Is FURTHER ORDERED that Vail Water Company shall file a rate case no later than Julj 

!I, 2012, using a test year of December 31, 2011, and that such filing will be deemed to have 

iatisfied the requirementS of Decision No. 62450 to 6ile a rate case. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 

.. 
... - .. . 
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IT IS FiURTHER ORDERED that Vail Water Company is authorized to collect the CAP 

Kook-up Fees authorized in Decision No. 62450, but that the CAP Surcharge is terminated, both 

effective immediately. 

ITTsmmR-ORDERED that this Decision shall become effective immediately. 

WTI"FSS W O F ,  I, ERNeST G. JOHNSON 
Executive Director of the Arizona Corporation Commission 

seal of thc 
City of Phoenix 

2012. 

EXCUTIVE DIRECTOR 

ISSENT 
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ERVICE LIST FOR 

locRET NOS.: 

VAIL WATERCOMPANY 

W-01651B-99-0351 and W01651B-99-0406 

- ~ _ _ _ _  [- 
tichael Hallam 
-& T *T *p 
D N. Central Avenue 
hoenix, Arizona 85004 
ttomeys for Vail Water Co. . 

mice Alward, Chief Counsel 
EGAL DIVISION 
REONA CORPORATION COMMISSION 
200 W. Washington Street 
hoenix, Arizona 85007 

teve Olea, Director 
TILITIES DIVISION 
RIZONA CORPOFUTION COMMISSION 
200 W. Washington Street 
hoenix, Arizona 85007 
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