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Pursuant to Assistant Chief Administrativc Law Judge Dwight Nodes’ oral directive at the 

conclusion of the evidentiary hearing in the above-captioned and above-docketed proceedings 

(“Instant Proceeding“‘) on Septembcr 12, 201 3, the City of Maricopa. Arizona (”City”) submits 

its Post-Hearing Reply Brief (“Reply Brief’) in the instant Proceeding. 

I. 

INTRODUCTION 

In its Post-Hearing Initial Brief (”Initial Brief’) which was tiled with the Commission’s 

Docket Control on October 18, 2013, the City discussed at length the manner in which the 

August 13, 201 3 Settlement Agreement which is currently pending before the Commission 

satisfactorily addressed pre-settlement concerns of’ the City with respect to various issues raised 

by or related to the Instant Proceeding. In addition, in its Initial Brief the City also discussed in 

detail the manner in which the City believes thc provisions of the Settlement Agreement result in 

benefits to (i) the City and ratepayers within the service areas of Santa Cruz Water Company 

(“Santa Cruz”) and Palo Verde Utilities Company (“Palo Verde”),’ (ii) Global Parent2 and (iii) 

the various utility affiliates of Global Parent, including Santa Cruz and Palo Verde. 

As noted by the Global Utilities in their October 18, 20 I3 Post-Hearing Brief at page I ,  

lines 4 - 6, the aforesaid Settlement Agreement was signcd by seventeen (17) parties consisting 

of the following: (i)  the Global Applicants and the Global Intervenors (“Global Utilities’?); (ii) 

the Commission Staff: (iii) the Residential Utility Consumers Office (“RUCO‘); (iv) thirteen 

( 1  3) HOAs within the municipal boundaries of the City; and (v) the City itself. In that regard, 

none of the other aforesaid signatories to the Settlement Agreement made statements in their 

respective Post-Hearing Initial Briefs which conflict with the City’s (i) interpretation of various 

provisions of the Settlement Agreement or (ii)  discussion of various benefits which would result 

from the Commission‘s approval of the Settlement Agreement as currently written. 

As noted at Footnote 1 in the City’s Initial Brief. ratepayers within the Santa Cruz and Palo Verde services areas 
are also menibers of the various homeowner associations comprised of the Maricopa Area Homeowners 
Associations (“MOAS”) who are signatories to the Settlement Agreement. 

As used herein, “Global Parent” refers to Global Water Resources, Inc. a Delaware corporation, and not Global 
Water Resources, Coy., a Canadian corporation. 

1 
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Accordingly. with respect to the Initial Briefs filed on behalf of the other sixteen (16) 

ignatories to the Settlement Agreement, the City has no occasion to either reply to or rebut any 

mrtion of their respective filings at this time. 

However. as further noted on page 1, line 4 of the Global Utilities Post-Hearing Brief, 

here are two (2) parties who participated in the settlement discussions who ultimately decided 

lot to execute the Settlement Agreement. Those parties are New World Properties, Inc. 

"NWP") and Sierra Negra Ranch, LLC and Sierra Negra Management, LLC (collectively 

'SNR'). The City believes that the Initial Closing Briefs filed by NWP and SNR do warrant 

:ornment in City's Reply Brief, and such comment by City is set forth below in Sections 11 and 

I1 of this Reply Brief. 

11. 

DISCUSSION 

4. NWP's Briefinp Position and Praver(s1 for Relief. 

The essence of NWP's briefing position and requested prayer(s) for relief appear(s) to be 

;et forth at the following portions of its Initial Closing Brief: 

T o r  the reasons set forth above, approval of the Settlement Agreement is not in 
the public interest without additional requirements imposed upon GWR, its 
regulated utility affiliates and its non-regulated affiliates. NWP urges the 
Commission to impose the following additional reauirements as conditions of 
apnroving the Settlement Agreement in any order issued by the Commission: 

GWR should be prohibited from applying the CPI adjuster to funds 
received from NWP under its ICFA that are to be applied as HUFs and 
treated as contributions in aid of construction to WUGT and HUC. 

GWR should be required to segregate all funds received under ICFAs, 

Notwithstanding the language of Section 6.4.4 of the Settlement 
Agreement which provides for a 70%-30% split of future payments 
received by GWR under the ICFAs, the order should make clear that 
NWP, SNK and all other parties to ICFAs may fully fund applicable 
HUFs for the utilities that will provide service to the properties 
covered under the ICFAs. 
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GWR should be required to amend i ts  ICFAs with NWP and SNR to 
make clear that monies allocated to WUGT and HlJC as HUFs may be 
paid directly to WUGI’and HUC. 

GWR and its non-regulated affiliates must agree to submit to the 
jurisdiction of the Commission regarding enforcement of the terms of 
the Settlement Agreement and the order approving the Settlement 
Agreement, and wive  the right to assert that the Commission lacks 
jurisdiction over GWR and its non-regulated affiliates. Likewise, 
GWR must g r e e  that its ICFAs are subject to the Commission’s 
jurisdiction. 

GWR should be required to provide annual reports certified by an 
officer of GWR and its regulated subsidiaries allowing for verification 
of compliance with all obligations imposed under the Settlement 
Aareement. 

GWR should be required to phase-in the rate increase for WUGT over 
eight years instead of the three-year phase-in required under the 
Settlement Ameement.” [NWP Initial Closing at page 5 ,  line 13 - 
page 6, line 91 [emphasis added] 

* * * 

“CONCLUSION. 

For all of the reasons set forth herein, NWP requests that the Administrative Law 
Judge issue an order as follows: 

GWR should be prohibited from applying the CPI adjuster to funds 
received from NWP under its ICFA that are to be applied to applicable 
HUFs and treated as contributions in aid of construction to WUGT and 
HUC. 

GWR should be required to segregate funds received under ICFAs as 
contemplated in the testimony of Staff witness James Armstrong. 

Notwithstanding the language of Section 6.4.4 of the Settlement 
Agreement which provides for a 70%-30% split of future payments to 
GWR under the ICFAs, the order should make clear that NWP, SNR 
and ail other parties to ICFAs may fully fund applicable HUFs due to 
the utilities that will provide service to the property covered by the 
ICFAs. 

GWR should be required to amend its ICFA with NWP to make clear 
that monies allocated to WUGT and HUC as HUFs may be paid 
directly to WUGT and HUC. 
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GWR and its non-regulated affiliates must agree to submit to the 
jurisdiction of the Commission regarding enforcement of the terms of 
the Settlement Agreement and the order approving the Settlement 
Agreement, and waive the right to assert that the Commission lacks 
jurisdiction over GWR and its non-regulated affiliates. GWR must 
agree to the ICFAs being under the iurisdiction of the Commission. 

GWR should be required to provide annual reports certified by an 
officer of GWR reearding compliance with the settlement agreement. 

GWR should be required to phase-in the rate increase for WUGT over 
eight years instead of the three-year phase-in required under the 
Settlement Agreement.“” [NWP Initial Closing Brief at page 22, lines I 
- 2 1.51 [emphasis added] 

In connection with the foregoing, with the exception of the third bullet point and the seventh 

bullet point set forth in each of the above quoted excerpts from NWP’s initial Closing Brief, it 

would appear that NWP‘s expressed prayer(s) for relief‘ do(cs) not require that the Commission 

either disapprove of or modify any of the provisions of the Settlement Agreement now before it. 

Rather, it would appear that with those two (2) exceptions NWP is requesting that its other 

prayer(s) for relief be in the form of conditions to the Commission’s approval ofthe Settlement 

Agreement, which prayer(s) include(s) the therein described assertion of Commission 

iurisdiction over Global Parent and ICFAs and modification of W A S ,  but do not require 

modification of the Settlement Agreement itself. 

With respect to the aforementioned third bullet poifit, it would further appear that if a 

modification of Section 6.4.4 of the Settlement Agreement is required in order to accommodate 

NWP‘s prayer for relief in that regard, the signatory parties directly affected would be Global 

Parent and the Global Utilities. Accordingly, the City will defer to those parties and their 

forthcoming respective Reply Brief(s) to indicate whether or not they believe that such a 

modification of Section 6.4.4 as requested by NWP would constitute a “material change” within 

the contemplation and meaning of Section 10.5 of the Settlement Agreement. The City believes 

it would be presumptuous for it to express a conclusion in that regard upon their behalf. 

With respect to the aforesaid seventh bullet point, NWP’s request for relief is misplaced 

4 



ind should be rejected by the Commission. In support of such request for relief, NWP makes the 

bllowing arguments in its Initial Closing Brief: 

“Even though WUGT would phase in the rates over three years under the 
Settlement Agreement, this will still have a direct, dramatic and immediate en‘ect 
on ratepayers. Rates for the utilities N hich serve the Town of Maricopa are phased 
in over cight years. There is no good reason why the rates of WUGT should not 
be phased in over a similar time period which would help address the rate shock 
which rate payers will undoubtedly expcrience.” [NWP Initial Closing Brief at 
page 5 ,  lines 7.5 - 121 

* * * 

”Even though WUGT would phase in the higher rates over three years, this will 
still have a direct, dramatic and immediate effect on ratepayers, The ratepayers in 
the Town of Maricopa are seeing smaller rate increases (by percentage) yet the 
increase are being phased in over eight years under the Settlement Agreement. 
There is no good reason why the rates of WUGT should not be phased in over a 
similar time period.” [NWP Initial Closing Brief at page 2 1, lines 18 - 231 

in making the above line(s) of argument in support of its request for relief in this regard, 

V WP conveniently overlooks the fact that the three-year and eight-year phase-in periods therein 

rferenced relate to two (2) separate aspects or components of the overall increase in rates for 

tarious utility affiliates of Global Parent which are the subject of the Settlement Agreement. 

More specifically, the three-year phase-in applies to that portion o f  the rate increase occasioned 

)y recognition of operating expenses for the test period proposed by the Commission Staff and 

iccepted by the signatories to the Settlement Ageement.3 In that regard, it is applicable to all of 

.he Global utility affiliates (except Water Utility of Northern Scottsdale) who are Applicants in 

.he Instant Proceeding, which includes the Santa Cruz and Palo Verde systems as well as the 

WUGT system. Whereas, the eight-year phase-in period is applicable to that portion of the 

iverall rate increase that relates to the de-imputation of CIAC;4 and, within the context of the 

Instant Proceeding, the only rate impact which occurs at this time is experienced on the Santa 

See Section I .5 (Fourth Bullet Point) of Settfement Agreement, and rate schedules far the Global Utilities set forth 

See Sections 6.3.2,6.3.2.1,6.3.2.2 and 6.3.2.3 of the Settlement Agreement. 
xt Attachnient “ A  to Settlement Agreement. 
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lruz and Palo Verde systems.5 There is no rate impact on the WUGT system within the context 

>fthe Instant Proceeding as a result ofthe de-imputation of CIAC as to that system.6 Rather, the 

jrospect of such an impact is deferred to a f'uture rate case, if then.7 It is for this important 

ktinction in circumstances that the eight-year phase-in of rates for Santa Cruz and Palo Verde 

lrovided for in Section 6.3.2 of the Settlement Agreement is appropriate, and why NWP's 

equest for a similar eight-year phase-in period for WUGT's rate increase is not well-founded. 

B. SNR's Briefing Position and Praverts) for Relief. 

The essence of SNR's briefing position and requested prayer(s) for relief appear to be set 

brth at the following portions of its Initial Closing Brief: 

"SNR's Requests 
SNR requests that the Commission: 

1. Take iurisdiction over GWR and the ICFAs to ensure that all investments made 
by developers under these ICFAs are committed to construct the contracted-for 
regional infrastructures in order to not only protect those developers but also the 
ratepayers for whom that infrastructure is to be built. 

2. To determine that the ICFAs and HUF as written will not continue to put SNR 
and other developers that have signed ICFAs at a competitive disadvantage with 
developers that have not signed ICFAs, thereby jeopardizing development in 
those areas where developers that have signed ICFAs intend to build. 

3. Order GWR to modify the ICFAs to incorporate the provisions ultimately 
approved by the Commission in the Settlement Agreement related to the 
establishment of HUF in order to resolve inconsistencies between the ICFA and 
the HUF related to payment of such funds that may lead to litigation in the future. 

4. Review in detail and regulate the financial condition of GWR so that it will be 
capable of fulfilling all of its obligations to the present and future ratepayers 
under all ICFAs. (SNR-I at 5-6).'9 [SNR's Initial Closing Brief page 10, line 21 - 
page 1 I ,  line 1 I ]  [emphasis added] 

* * * 
"111. 

CONCLUSION 

j See Sections 6.3.2 and 6.3.2.3 of the Settlement Agreement. 
See Sections 6.3.4 and 6.3.4.2 of the Settlement Agreement. 
See Section 6.3.4.3 of the Settlement Agreement. 
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SNR respectfully requests that the Commission: (1 )  Assert iurisdiction over GWR 
and the ICFAs to protect the ratepayers; (2) to ensure the ICFAs and the HUF will 
not put developers at a competitive disadvantage; (3) ensure GWR modifies the 
ICFAs to incorporate the provisions of IiUF; and (4) review in detail and regulate 
the financial condition of GWR so that it will be capable of fulfilling its 
obligations under all ICFAs.” [SNK’s Initial Closing Brief page 22, lines 21 - 261 
[emphasis added] 

With  the exception of one nuance which appears within the body of its Initial Closing 

3rief, and which will be addressed below, it would appear that none o f  SNR‘s express requestIs) 

“or relief require a modification of the provisions of the Settlement Agreement itself. Rather, it 

lvould appear that SNR is seeking (i) Commission assertion of jurisdiction and provision of 

iversight and specific direction with respect to Global Parent and any other non-utility Global 

%rent affiliates, and (ii)  modification of lCFAs in order to conform with various provisions of 

he Settlement Agreement, in order to achieve SNR’s objectives. While SNR does not 

:haracterize Commission granting o f  its request(s) for relief as “conditions to approval” of the 

Settlement Agreement, it would appear that its collective prayer(s) for relief is(are) equivalent to 

he same. 

The aforementioned nuance in SNR’s Initial Closing Brief is to be found at page 13, lines 

3 - 12 where SNR asks the Commission in effect to modify Section 6.3.6 of the Settlement 

Ygreement, so as to provide that previously paid IGFA fees not utilized for purposes of 

atisfying HUF obligations shall be used precisely for that purpose, rather than being available to 

3lobal Parent for satisfaction of other obligations it may have under ICFAs and/or other uses. It 

would appear that a granting of this request could be a “material change” from the perspective of 

3obal Parent. In such event, such a change would also be of concern to the City since it could 

:i) adversely impact that stabilization of Global Parent’s financial condition which is among the 

ibjectives of the Settlement Agreement. and (ii) potentially jeopardize the viability of the 

Settlement Agreement itself. 

Il l .  

CONCLUSlON 

As previously noted, of the nineteen (19> parties who participated in the settlement 

7 



discussions,g seventeen ( 1  7) have signed the resulting Settlement Agreement. Each of those 

parties, in turn, individually or collectively filed an initial Brief discussing, inter alia, (i) why 

it(they) believe(s) the Settlement Agreement is  in the public interest and (ii) the benefits to be 

realized thereunder in the event of Commission approval of the same. 

In addition, and as discussed in Section 11 above, with the exception of NWP's request(s) 

for relief as to Sections 6.3.2 and 6.4.4 of the Settlement Agreement and SNK's "nuanced" 

request as to Section 6.3.6, it appears that NWP's and SNR's express request(s) for relief could 

be independently accommodated without a need to modify or add to the language of the 

Settlement Agreement itself. In that regard, and with respect to the request(s) for ( i )  

Commission assertion of jurisdiction over Global Parent (and all of its non-utility affiliates) and 

ICFAs, and (ii) modification of ICFAs, City will defer to Global Parent as to whether such action 

by the Commission would constitute a "material change" to the Settlement Agreement itself 

within the contemplation and meaning of Section 10.5 of the Settlement Agreement. 

Finally, in connection with Cornmission consideration of NWP's and SNR's request(s) 

for relief, City makes the following additional observations. First, the two (2) non-signatory 

parties, NWP and SNR, are experienced real estate developers, who appear to have had access to 

competent legal and financial counsel well versed in utility issues and Commission practice at 

the time that they entered into their respective ICFAs. Thus, for cxample, they fully understood 

the nature and purpose of a CPI index provision. 'That they have since become dissatisfied with 

certain provisions of those agreements in the light of subsequent events and unrealized 

expectations, not attributable to any interim action(s) by the Commission, should not be a 

predicate for their request(s) that the Commission now assert jurisdiction over and modify those 

ICFAs. 

Second, there is conflicting evidence in the record as to whether NWP and SNK would in 

fact be at a competitive disadvantage vis-a-vis developers who have not signed ICFAs. As 

Global Parent witness Paul Walker testified, by reason of their ICFAs and inclusion of their 

While there were several additional individual intervenors in the Instant Proceeding, they did not participate in the 
8 
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acreage within the Arizona Department of Water Resources' determination as to the existence of 

groundwater resources in their respective geographic areas, NWP and SNR will have access to 

groundwater for future development, which developers with acreage in the same area, but who 

do not have an ICFA with Global Parent, may not. Thus, it may be NWP and SNR who would 

have the actual competitive advantage.' Third, with respect to NWP's and SNR's request that 

the Commission assert jurisdiction over Global Parent (and its non-utility affiliates) in order to 

ensure compliance with the Settlement Agreement itself, it would appear that Global Parent (and 

its non-utility affiliates) have every reason to comply as a practical matter. That is because 

Global Parent would appear to be primarily {if not completely) dependent upon the operations of 

the Global Utilities for an ongoing reliable source of revenue; and, in turn, the Global Utilities 

are subject to day-to-day regulation by the Commission. Thus, if the Commission determines to 

not assert jurisdiction over Global Parent (and its non-utility affiliates), in reality it still possesses 

substantial ability to influence their behavior through its regulation of the Global Utilities. 

Accordingly, for all of the reasons discussed above in this Reply Brief, City urges the 

Commission to approve the Settlement Agreement without "material change'* as to any of the 

signatories and their respective interests thereunder. 

Dated this 3 1 st day of October 20 13. 

Respectfully submitted, 

Lawrence V. Robertson, Jr. 
Of Counsel to Munger Chadwick, PLC 
Attorney for City of Maricopa 

and 

Denis Fitzgibbons 
City Attorney for 
City of Maricopa, Arizona 

,ettlement discussions or subsequent evidentiary hearings, nor did they file Initial Briefs. 
' See Tt. 644, lines 7 -15. Also, see Exhibit A-20 (Fleming Rebuttal Testimony) at pages 5 - 6 .  
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The original and thirteen (13) copies 
ofthe foregoing will be filed the 3 1 
day ofOctober 2013 with: 

Docket Control Division 
Arizona Corporation Comniission 
1200 West Washington Street 
Phoenix. Arizona 85007 

A copy of the same served by e-mail 
or first class mail that same date to: 

Timothy Sabo 
Michael Patten 
ROSHKA, DeWULF & I’A’TTEN PLC 
400 E. Van Buren, Suite 800 
Phoenix, Arizona 85004 
Attorneys for Valencia Water Company, Inc., Global 
Water - Palo Verde Utilities Company; Watcr Utility of 
Northern Scottsdale; Water Utility of Greater Tonopah, Inc.; 
Valencia Water Company - Greater Buckeye Division; Global 
Water - Santa Cruz Water Company and Wiliou Vailcy 
Water Co., Inc.; Global Water Resources, Inc.; f I a ~ ~ ~ a m p a  Utilities Comanay; 
Picacho Cove Water Company; and Picacho Cove Utilities Company 

Garry D. Hays 
The Law Offices of Garry D. Hays, PC 
1702 East Highland Ave., Suite 204 
Phoenix, Arizona 850 16 
Attorneys for New World Properties, LLC 

Jeffrey W. Crockett 
Brownstein Hyatt Farber Schreck, LLP 
One East Washington Street, Suite 2400 
Phoenix, Arizona 85004 
Attorneys for New World Properties, LLC 

Daniel W. Pozefsky, Chief Counsel 
Michelle Wood, Counsel 
Residential Utility Consumer Office 
1 1  10 West Washington Street, Suite 200 
Phoenix, Arizona 85007 

Michele Van Quathem 
Sheryl A. Sweeney 
Ryley Carlock & Applewhite 
One N. Central Ave., Suite 1200 
Phoenix, Arizona 85004-441 7 
4ttomeys for Maricopa Area 
Homeowners Associations 
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Robert J. Metli 
Munger Chadwick, PLC 
2398 E. Camelback Road, Suite 240 
Phoenix, Arizona 85016 
Attorneys for Sierra Negra Ranch 

Barry W. Becker 
Bryan O'Reilly 
50 S. Jones Blvd., Ste 101 
Las Vegas, Nevada 891 07 

Steven P. Tardiff 
14840 W. Paitilla Lane 
Maricopa, Arizona 85 139 

Willow Valley Club Association 
C/o Gary McDonald, Chairman 
I240 Avalon Avenue 
Havasu City, Arizona 86404 

Dana L. Jennings 
42842 W. Morning Dove Lane 
Maricopa, Arizona 85 138 

Andy and Marilyn Mausser 
20828 N. Madison Dr 
Maricopa, Arizona 85 138 

William Sullivan 
Curtis, Goodwin Sullivan Udal1 & Schwab, PLC 
501 E. Thomas Road 
Phoenix, Arizona 850 12-3205 
Attorneys for Willob\ Valley Club Assn. 

Janice Alward, Chief Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix. Arizona 85007 

Steve Olea, Director 
Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 


