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IN THE MATTER OF THE APPLICATION

OF FAR WEST WATER & SEWER, INC., DOCKET NO. WS-03478A-12-0307

AN ARIZONA CORPORATION, FOR A

DETERMINATION OF THE CURRENT CLOSING BRIEF OF SPARTAN HOMES

FAIR VALUE OF ITS UTILITY PLANT & CONSTRUCTION, INC.

AND PROPERTY AND FOR INCREASES
IN ITS WASTEWATER RATES AND
CHARGES BASED THEREON FOR
UTILITY SERVICE

Spartan Homes & Construction, Inc., (“Spartan™) hereby files its Closing Brief in the
above-captioned matter. Far West Water & Sewer, Inc. (“Far West”) has a long track record as
a poorly managed utility which has regularly disregarded the rules, regulations and orders of the
Arizona Corporation Commission (“Commission”) and the Arizona Department of
Environmental Quality (“ADEQ”). The evidentiary record in this case demonstrates that: (i) Far
West has provided a poor level of customer service, placing a low value on customer service;
(ii) Far West management has consistently placed the financial interests of its owners and
affiliated businesses ahead of those of its customers, routinely making payments to its affiliated
businesses while letting property taxes, refunds of advances in aid of construction, and other
legal obligations go unpaid; (iii) Far West has engaged in self-serving and profitable dealings
with affiliated companies such as H & S Developers; (iv) Far West has failed to comply with the
rules, regulations, decisions and consent orders of the Commission and ADEQ; and (v) Far West
has improperly accounted for advances in aid of construction and failed to make required refund
payments. Years of mismanagement of the utility has led to the instant request by Far West to

nearly triple its sewer rates. The fact that the owners of the utility failed to attend even one day
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of the evidentiary hearing in this case speaks volumes regarding their willingness to step up and
take responsibility for the company.

Far West’s dealings and actions with regard to Spartan have been financially devastating
to Spartan. In 2008, Spartan was forced to file a formal complaint against Far West to force the
utility to comply with the Commission’s rules and with the main extension agreements between
Far West and Spartan. This formal complaint led to Decision 72594 on September 15, 2011,
whereby Far West was ordered to: (i) refund $154,180 to Spartan for Far West’s failure to
follow the Commission’s rules regarding water main extension agreements; (i) pay unpaid
refunds of advances in aid of construction under Spartan’s sewer collection main extension
agreement; and (iii) extend Far West’s sewer CC&N. Further, Decision 72594 found that Far
West had violated several Commission rules and the terms of Spartan’s main extension
agreement. Nearly two years after Decision 72594, Far West has still not made the refund
ordered by the Commission; is not current on its refunds of advances under the sewer collection
main extension agreement; and has not filed an application to extend its sewer CC&N. Spartan
believes that this is illustrative of Far West’s general antipathy to Commission rules, regulations
and orders.

Because Far West has a track record of disregarding the rules, regulations and orders of
those bodies which regulate the utility, Spartan urges the Commission to include safeguards in
any decision approving an increase in rates. Specifically, Spartan is making the following
recommendations that the Company requests be adopted by the Commission in this case:

1. Compliance. Spartan recommends that the Commission order Far West to
demonstrate compliance with all Commission statutes, rules and decisions before the company is
permitted to implement any rate increase approved in this docket. This includes full compliance
with Decision 72594 in Docket WS-03478A-08-0256 (the Spartan formal complaint docket). In
addition, Far West should be required to demonstrate compliance with the statutes, rules and
consent orders of ADEQ before the company is permitted to implement a rate increase.

Spartan supports Conditions 1 and 2 in the stipulation between Utilities Division Staff

(“Staff”) and Far West reflected in Hearing Exhibit A-8. However, Spartan believes that the
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conditions should be broader and require a showing by Far West of compliance with all
applicable Commission statutes, rules and decisions (in addition to compliance with the ADEQ
Consent Judgment and Decision 72594) before any increase in rates may be implemented.

2. Refunds of Advances in Aid of Construction. Spartan recommends that the

Commission require Far West to demonstrate and certify that it is current on all refunds of
advances in aid of construction for its water and wastewater divisions before the company is
permitted to implement any rate increase approved in this docket. Condition 5 of Hearing
Exhibit A-8 requires Far West to make monthly refund payments to developers for unpaid
amounts due under main extension agreements, with all past due amounts paid by June 30, 2015.
However, in the case of Spartan, despite ordering Far West to make refunds of advances in aid
of construction to Spartan pursuant to Decision 72594, Far West has failed to make all required
refunds. »Thus, the evidence is clear that a Commission order, in and of itself, is insufficient
motivation for Far West to comply or to seek an order from the Commission authorizing a delay
in payments. One sure way to ensure that Far West complies with its refund obligations is to
require the utility to make up the past due refund payments before any rate increase is
implemented.

If the‘Commission does order payments over time to make up past due refunds as
provided in Condition 5 of Hearing Exhibit A-8, Spartan believes that Far West should still be
required to make up all past due refund payments to Spartan before any increase in rates may be
implemented. Unlike other developers, Spartan incurred to great expense to file and prosecute a
formal complaint and the Commission previously ordered the refund of advances pursuant to
Decision 72594. Thus, Far West should be fequired to fully comply with Decision 72594 before
it may implement new rates.

Finally, if the Commission does allow payments over time, then Spartan believes that Far
West should be ordered to pay interest on the unpaid amounts at the statutory rate from the date
that the refund payments were due through the date or payment. Far West has had the benefit of

funds that belong to developers and equity requires that these developers be made whole.
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3. Affiliate Transactions. Spartan supports Condition 9 of Hearing Exhibit A-8
requiring that Far West formulate and adopt a formal written policy concerning affiliate
transactions. However, Spartan notes that Condition 9 contains no deadline for submitting the
written policy. Thus, Spartan recommends that the Commission modify the condition to
prohibit all transactions between Far West and any of its affiliates until such time as the written

policy is approved by Staff.

4. Collections from Related Parties. Spartan supports Condition 6 of Hearing
Exhibit A-8.
RESPECTFULLY submitted this 11" day of June, 2013.

BROWNSTEIN HYATT FARBER SCHRECK LLP

o, Gk

Esq.

Onfe East Washingfon Street, Suite 2400

Phoenix, Arizona 85004

Attorneys for Spartan Homes & Construction, Inc.

ORIGINAL and thirteen (13) copies of the
foregoing filed this 11® day of June, 2013, with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Copy of the foregoing hand-delivered
this 11" day of June, 2013 to:

Lyn Farmer, Chief Administrative Law Judge
Hearing Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Janice Alward, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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Steve Olea, Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Copy of the foregoing sent via first class mail
and e-mail this 11% day of June to:

Michelle L. Wood, Counsel

RESIDENTIAL UTILITY CONSUMER OFFICE
1110 West Washington Street, Suite 220

Phoenix, Arizona 85007

E-mail: mwood@azruco.gov

Craig A. Marks, Esq.

Craig A. Marks, PLC

10645 N. Tatum Boulevard
Suite 200-676

Phoenix, Arizona 85028
E-mail: craig.marks@azbar.org

Robert C. Gilkey

Barbara S. Gilkey

14784 E. 49™ Street

Yuma, Arizona 85367

E-mail: BOBnBARB325@aol.com

Robert Rist

9593 E. 34™ Place

Yuma, Arizona 85365

E-mail: bobandjoanrist@gmail.com

Jerry S. Durden

12789 E. 46™ Street

Yuma, Arizona 85367
E-mail: jsdcoors@gmail.com

Copy of the foregoing sent via first class
mail this 11" day of June to:

Rodney Taylor

Kim Taylor

11440 E. 26™ Lane
Yuma, Arizona 85367
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