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DETERMINATION OF THE'FAIR VALUE I 
OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN ITS 
WATER RATES AND CHARGES FOR 
UTILITY SERVICE BASED THEREON. 

IN THE MATTER OF THE APPLICATION 
OF PAYSON WATER CO., INC., AN 
ARIZONA CORPORATION, FOR 
AUTHORITY TO: (1) ISSUE EVIDENCE 
OF INDEBTEDNESS IN AN AMOUNT 
NOT TO EXCEED $1,23 8,000 IN 
CONNECTION WITH INFRASTRUCTURE 
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NOTICE OF FILING 
SUPPLEMENTAL REJOINDER 
TESTIMONY 

At the request of the Administrative Law Judge, Payson Water Co., Inc. hereby 

submits supplemental rejoinder testimony in the above-referenced matter. Specifically 

filed herewith are the supplemental rejoinder testimonies of Jason Williamson and 

Thomas J. Bourassa. 
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Docket Control 
Arizona Corporation Commission 
1200 W. Washington Street 
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COPY of the foregoing was hand delivered 
this 15th day of January, 20 14, to: 
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Assistant Chief Administrative Law Judge 
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Legal Division 
Arizona Corporation Commission 
1200 W. Washington Street 
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I. 

Q. 
A. 

Q* 
A. 

Q. 

A. 

Q. 

A. 

INTRODUCTION, PURPOSE AND SUMMARY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Jason Williamson. 

Boulevard, Suite 229, Denver, Colorado 80230. 

ON WHOSE BEHALF ARE YOU TESTIFYING? 

On behalf of the Applicant, Payson Water Co., Inc. (“PWC” or the “Company”). 

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY IN THIS 

PROCEEDING? 

Yes. In Phase 1, I submitted direct testimony in support of the Company’s request 

to consolidate and expedite the financing and rate applications, and in response to 

the Staff Report. I also testified at the Phase 1 hearings in late September 2013. 

Inthis Phase 2, I submitted rebuttal and rejoinder testimonies. As stated in my 

rejoinder, I am also adopting the direct testimony of the prior President, 

Robert Hardcastle, because he no longer has any interest in or association with 

PWC. 

WHAT IS THE PURPOSE OF THIS SUPPLEMENTAL REJOINDER 

TESTIMONY? 

At the request of the Administrative Law Judge, I will address the issue of the 

condemnation of the Star/Quail Valley system, which was raised in Staffs direct 

testimony and in Intervenor Kathleen Reidhead’s (“KMR”) surrebuttal testimony. 

I will also respond to Intervenor Thomas Bremer’s (“Bremer”) recent filing 

regarding East Verde Park (“EVP”). Finally, I will address the Company’s 

concerns and requests regarding the timing of the implementation of new rates. 

My business address is 7581 E. Academy 
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11. 

Q* 

A. 

Q. 

A. 

Q. 

A. 

Q* 

A. 

CONDEMNATION OF STAIUOUAIL VALLEY SYSTEM 

IN HER SURREBUTTAL TESTIMONY, KMR CLAIMS THE 

STAIUQUAIL VALLEY SYSTEM IS AN ASSET THAT IS “MISSING.” 

IS THIS SYSTEM MISSING? 

No. The Town of Star Valley (“Town”) condemned this system. 

DO YOU KNOW WHY THE SYSTEM WAS CONDEMNED, 

MR. WILLIAMSON? 

The condemnation occurred before JW Water Holdings, LLC bought the stock of 

PWC from Brooke Utilities. But, my general 

understanding is that the Town became interested in running its own water system 

and approached PWC on two different occasions in the past several years - 

the second time sometime in or around 201 1. The court issued its condemnation 

order in April 2012. Star Valley took possession of the Star/Quail Valley system 

on May 1,2012.’ Again, this was just over a year before we bought the stock. 

DO YOU KNOW WHAT HAPPENED TO THE PROCEEDS FROM THE 

CONDEMNATION JUDGMENT? 

It appears the proceeds were used primarily to pay bills as well as to provide a 

dividend to the previous shareholder before we bought the stock. The Company’s 

consultant, Mr. Bourassa, more fully explains this in his supplemental rejoinder 

testimony. * 
IS THERE REASON TO BELIEVE THAT PWC WAS BEHAVING BADLY 

OR ILLEGALLY, OR THAT THERE WAS SOMETHING WRONG WITH 

THESE ASSETS TO HAVE THEM CONDEMNED? 

Absolutely not. The word “condemnation” seems to have a negative connotation. 

I don’t know the details. 

See Exhibit JW-SRJ1. 
Supplemental Rejoinder Testimony of Thomas J. Bourassa at 3. 2 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

But, the condemning of assets does not necessarily mean that there is anythng 

wrong or bad or illegal going on. In fact, condemnation proceedings are not all 

that unusual - the power of eminent domain goes back to the Bill of Rights. 

Here, the Town wanted the Star/Quail Valley system and exercised its 

governmental powers to acquire it by paying fair market value. 

IN HER SURREBUTTAL TESTIMONY, KMR ASSERTS THAT PWC IS 

“LIABLE” TO THE CUSTOMERS FOR THE “LOSS” OF THE 

STMQUAIL VALLEY SYSTEM. HOW DO YOU RESPOND? 

First of all, the condemnation was not a “loss.” The Town took the system and 

paid for it. All adjustments related to owning and operating StarIQuail Valley were 

made to the Company’s books. Yes, the fair value of PWC’s plant decreased as a 

result, however, this doesn’t mean the Company became worse off fmancially. 

Itjust got smaller. It certainly didn’t cause any expense to the customers that are 

still on one of PWC’s systems. 

PLEASE CONTINUE. 

KMR’s assertion that PWC is liable to the customers is simply uninformed. I will 

leave the law to the lawyers, but customers pay for utility service. Just because 

customers pay rates does not mean they have an ownership interest in PWC or its 

plant. It is the shareholders not the customers that are entitled to proceeds of a 

condemnation because it is the shareholders who have lost assets - in this case 

revenue producing assets. 

WHICH SHAREHOLDER LOST ASSETS? 

Brooke Utilities. That entity had its assets taken by the Town, that entity decided 

what to do with the proceeds, and then that entity sold JW Holdings the stock a 

little over a year later. Therefore, the current shareholder did not receive any 

benefit or compensation fiom the condemnation. 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

Q. 

A. 

BUT DIDN’T THE CURRENT SHAREHOLDER PAY LESS TO BUY THE 

STOCK THAN IT WOULD HAVE HAD THE STANQUAIL VALLEY 

SYSTEM STILL BEEN THERE? 

Presumably. The fair market value of a water utility with roughly a third more 

customers is going to be higher. But we paid for what we bought - the stock of a 

water company that no longer owned or served the Star/Quail Valley system. 

Until KMR raised it, we did not see it as an issue for this rate case. 

DIDN’T MS. BROWN ADDRESS THE CONDEMNATION IN HER 

DIRECT TESTIMONY? 

Yes, she said that the proceeds belonged to the Company, and then she made an 

adjustment to CIAC that we disagree with and which has been fully addressed in 

earlier te~timony.~ StafT has not recommended any other relief. 

DO YOU AGREE THAT THE MONEY BELONGED TO THE COMPANY? 

Yes, frankly I am not sure whom else it could have belonged to. It was the 

Company’s money, not the customers,’ and the shareholder, then Brooke, decided 

what the Company should do with the money. But the taking of the Star/Quail 

Valley system reduced the fair market value of the stock, so it was really just the 

shareholder’s payment for the loss of a revenue-producing asset - that system. 

COULDN’T THE MONEY HAVE BEEN USED TO IMPROVE THE 

SYSTEM? 

I am not going to speculate about what could have been done with money that the 

prior owners decided should go somewhere else. I might have chosen to reinvest 

it, but I was not given that option. So, I am going to focus on this utility’s current 

concerns, and there are plenty of them. 

Direct Testimony of Crystal S. Brown at 7-8. 
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III. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

SUPPLEMENTAL REJOINDER TO BREMER 

A. 

BREMER STATES THAT EVP STRONGLY OPPOSES PWC’S REQUEST 

FOR A HAULING SURCHARGE. HOW DO YOU RESPOND? 

With the current production available in EVP, the Company is concerned that it 

will be unable to maintain water service during the entirety of the summer months. 

It is possible that hauling could be minimal or even unnecessary. But the previous 

years’ shortages reveal the unpredictability of the   up ply.^ 
IS PWC’S CURRENT FINANCIAL POSITION A FACTOR? 

Certainly. The Company is currently experiencing serious fmancial challenges, 

We do not want to be faced with having to choose between hauling water to 

maintain the supply and running out of water. Without an augmentation tariff, 

the Company could be forced to m out of water because it simply cannot afford to 

pay for hauling without recovery through rates. 

BUT ISN’T HAULING JUST A TEMPORARY MEASURE? 

Maybe. We have already agreed to do the analysis recommended by Staff in its 

engineering report. PWC is currently working with its engineer to apply to WIFA 

for a grant to be able to study the water supply issues in EVP. When that analysis 

is complete, we hope to know what options are available to augment the existing 

supply and what the estimated costs will be. At that time we can assess whether 

the cost of permanent water supply augmentation is warranted for this small 

system. 

WHY WASN’T THIS SORT OF ANALYSIS ALREADY DONE? 

I do not know, we would have to ask the prior shareholders. As I have testified, 

JW Holdings acquired the Company about 7 months ago. Since then we have been 

REQUEST FOR EVP HAULING SURCHARGE 

See Exhibit JW-SRJ2, which depicts the gallons hauled and associated costs for the last three years. 
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Q. 

A. 

Q. 

A. 

Iv. 

Q. 

A. 

focused primarily on staying solvent and getting ready for this summer’s water 

supply challenges. 

HAS THE COMPANY HAULED WATER OUT OF EVP TO DELIVER 

ELSEWHERE? 

Certamly not since we took over ownership and operation. Nor do I find any 

evidence that this has occurred in the recent past. 

B. WATER USAGE DATA 

BREMER QUESTIONS THE NEED FOR A HAULING TARIFF BASED 

ON REFERENCE TO WATER PRODUCTION AND USGAGE DATA 

(SURREBUTTAL AT PAGE 4). HOW DOES THE COMPANY RESPOND? 

PWC was concerned with Bremer’s figures. After researching, the Company 

determined that the figures provided in the 2012 annual report were both 

incomplete and incorrect. In fact, it appears the correct percent of water loss for 

EVP is only 1.6 per~ent .~  We appreciate Bremer’s having brought these errors to 

the Company’s attention. An amended report has been forwarded to the Utilities 

Division. 

TIMING OF THE IMPLEMENTATION OF RATES 

A. PROCEDURAL BACKGROUND 

WHEN DID PWC FILE ITS RATE APPLICATION, AND WHEN DID THE 

APPLICATION REACH SUFFICIENCY? 

The Company filed on April 22, 2013. The application was deemed sufficient on 

June 3. Originally, hearing was set for early December 2013. A final decision in 

this case would have been due in late February 2014. 

’ See Exhibit JW-SRJ3 (well reading). 
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Q. 
A. 

Q. 

A. 

WHY DID THE SCHEDULE CHANGE? 

On August 15, PWC moved the Commission to consolidate its rate and fmancing 

applications and order an expedited procedural schedule so that PWC could pursue 

an opportunity to build an interconnection between the Town of Payson and Mesa 

del Caballo (“MDC-TOP line”). The case was ultimately bifurcated into two 

phases. 

Phase 1 addressed a portion of the Company’s fmancing request, which, 

if approved, would enable PWC to borrow funds from WIFA to build the MDC- 

TOP line and avoid having to haul water to MDC during the summer of 2014. 

The Commission did approve the Company’s request in Decision No. 74175 

(October 25, 2013), authorizing the Company to borrow up to $275,000 from 

WIFA. 

This Phase 2 is addressing the remaining portion of the Company’s 

fmancing request and its request for a rate increase. 

B. IMPLEMENTATION OF NEW RATES 

AS FAR AS THE TIMING OF THE NEW RATES WHAT ARE THE 

COMPANY’S CONCERNS? 

We recognize that scheduling conflicts in December of 2013, as well as our request 

for expedited approval for fmancing (Phase 1) contributed to the delay. But the 

Company is in dire need for new rates. Our initial proposal in August 2013 was 

actually to consolidate and expedite the entire proceedings, and for a decision on 

the fmancing gnJ the rate application to go before the Commission in 

December 2013. That’s how desperate we are. Unfortunately for us, StafT opposed 

expediting the entire proceedings. While we ultimately worked out a new schedule, 

it was always done with the anticipation that new rates would be in effect before the 

summer water supply limits start. Even with the approved fmancing we’re still in 
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Q. 

A. 

Q* 
A. 

the same boat. We need new rates to be in effect now, or at least by May 1,2014 as 

was our understanding when the phasing and new schedule was worked out and 

approved. 

WHAT IF NEW RATES ARE NOT IN EFFECT BY MAY 1, 2014, 

MR. WILLIAMSON? 

The impacts would be numerous and potentially dangerous. I’ll try to identifl a 

few that are most concerning. First, we would be in a situation where we have 

installed the new TOP-MDC connection, funded by WIFA and approved in Phase 1 

of this proceeding, but without the means of paying Payson for the water to send 

through the line to customers in MDC. 

Second, the Company will continue to be unable to pay all of its bills, 

including the bills associated with this rate case which, due to the complexity of the 

proceedings and the number of intervenors, continue to accrue at concerning rates. 

Finally, and similar to our reasons for requesting an augmentation tariff for 

EVP, we would be forced to make some very difficult decisions that could impact 

our core responsibility as a water company: To provide safe and reliable water 

utility service for our customers. In the case of water shortages in EVP and MDC, 

we would be forced to decide between providing water through alternate methods 

or running out of water, simply because we may not have the means to afford the 

alternative measures. 

WHAT ABOUT THE HAULING TARIFF FOR MDC? 

It is still in effect and will be until we make a filing and the Commission issues 

another order. But that tariff cannot be used to just buy the water fiom the Town to 

deliver through the TOP-MDC line. So we can buy the same water and haul it, but 

we won’t be able to use the TOP-MDC line until the Commission approves new 

rates that include a PWAM. 
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Q- 

A. 

DOES THIS CONCLUDE YOUR SUPPLEMENTAL REJOINDER 

TESTIMONY? 

Yes. 
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Michael W. ‘k’i % k$COaE&), cLI 

One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, AZ 85004 

Timothy W. Grier (No. 020472) 
Town Attorney 
Town of Star Valley 
3675 East Hi way 260 

Telephone: (928) 472-7752 
townmanager@ci.star-valley .=.us 

Star Valley, E izona 85541 

Attorneys for Plaintiff Town of Star Valley 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF GILA 

rOWN OF STAR VALLEY, a municipal 
;orporation of the State of Arizona, 

Plaintiff, 

V. 

?AYSON WATER CO., INC., an Arizona 
:orporation; COUNTY OF GILA, a 
>ohtical subdivision of the State of Arizona; 
[OHN DOES 1 through 10; and BLACK 
IND WHITE PARTNERSHIPS 1 through 
10, 

Defendants. 

NO. CV 20 1 1-00438 

STIPULATED FINAL JUDGMENT 
IN CONDEMNATION 
(Hon. Peter J. Cahill) 

This matter came before the Court pursuant to the complaint to condemn a portion 

If the system of Payson Water Co., Inc., an Arizona corporation (“PWC”), by Plaintiff, 

he Town of Star Valley, a municipal corporation (the “Town”). After considering the 

omplaint, the Court noting the consent of the parties to entry of this judgment, it 
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appearing that other than Gila County, there are no persons other than PWC having an: 

right, title, claim or interest in and to the property andor title, claim, or interest in and tc 

the property and/or assets which are the subject of this condemnation proceeding and thii 

Stipulated Final Judgment in Condemnation, and good cause appearing, hereby finds an( 

concludes as follows: 

NOW, THEREFORE, IT IS ORDERED, ADJUDGED, AND DECREED tha 

judgment be, and the same is, hereby entered as follows: 

1. That the Town have judgment condemning for its sole use, possession, anc 

ownership all of the plant, system, and business of PWC, including, but not limited to, a1 

fee and/or leaseholds in real property legally described in Exhibit A attached hereto, all 

easements, water wells, pumps, water plants, substations, water distribution systems 

customer accounts, books and records used and useful in providing water utility services, 

and all tangible, intangible, personal, or real property rights or interests in any way related 

to PWC (the “Town System”). The Town System also includes that portion of the PWC 

Certificate of Convenience and Necessity as shown the “Star/Quail Valley” system on the 

map attached hereto as Exhibit B. PWC shall, upon satisfaction of this Stipulated Final 

Judgment in Condemnation, be forever barred firom asserting any right, title, or interest 

contrary to the sole and exclusive ownership and possessory interest vested in the Town in 

said property; 

2. That the Town shall pay by wire transfer into escrow the total sum of 

b775,OOO.OO to be released to PWC on May 1, 2012 at 9:00 a.m., in accordance with the 

Escrow Instructions attached hereto as Exhibit C; 

3. That Gila County will receive from escrow the sum of $2,494.53 for any 

xoperty taxes due and unpaid relating to the Town System for the period ending May 1, 

!012. This sum will be applied to parcel 941-01-005 (which consists of parcels 302-57- 
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036, 302-60-004E, 302-60-052A, and 302-80-138). Other than as set forth in thi5 

Paragraph, all claims to property tax by Gila County for the Town System (parcels 302- 

57-036, 302-60-004EY 302-60-052A, and 302-80- 138) are extinguished. 

4. That said payment shall constitute full, fair, and final just compensation tc 

PWC for the condemnation of its property in its “as is, where is, with all faults” condition, 

and no M e r  payments of any kind by the Town to PWC for the Town System shall be 

required. Provided, however, that the foregoing is limited by the representations and 

warranties of PWC set forth in Paragraph 6 of the Settlement Memorandum entered into 

on or about December 29, 2011 (attached as Exhibit D) by and between PWC and the 

Town, and that the provisions of the said Paragraph 6 are incorporated herein by 

reference. 

5.  That each party shall bear its own attorneys’ fees, costs, and expenses in 

connection with this action; 

6,  That PWC shall, upon payment fiom escrow of the sum specified in 

Paragraph 2 (less any taxes claimed by Gila County), promptly execute a Satisfaction of 

Judgment with regard to the Stipulated Final Judgment in Condemnation and deliver same 

to the Town, which Satisfaction of Judgment shall be promptly filed with this Court; 

7. That the Court shall, upon the filing of the Satisfaction of Judgment, enter 

the Stipulated Final Order of Condemnation in the form attached hereto as Exhibit E, 

vesting in the Town sole use, possession, and ownership to all of the property and 

property rights described in Paragraph 1, fiee and clear of any and all claims by, through, 

or on behalf of PWC and without the necessity of any other consents, orders, or approvals 

by any governmental entities; 

8. That this Stipulated Final Judgment in Condemnation constitutes a final and 

conclusive determination as to all issues raised in the Town’s complaint, and all matters 

pertaining to just compensation due for the taking of the PWC property and property 
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rights, including, without limitation, any claims for damages of any kind or other relie 

resulting from this proceeding, and shall constitute the final judgment in this proceedinl 

in all respects. To the extent necessary, PWC specifically waives any right it ma: 
otherwise possess, in law or in equity, to appeal this Stipulated Final Judgment ii 

Condemnation; 

9. That PWC shall execute such documents and take such firther action a 

may be reasonably required and necessary to hlly implement the intent of the parties an( 

as may be reasonably required and necessary to hlly effectuate the provisions set forth i~ 

this Stipulated Final Judgment in Condemnation. 

10. That PWC shall surrender possession of the Town System to the Town or 

May 1, 2012 at 9:OO AM, and that the Town shall be authorized to take possession of thc 

Town System on the same time and date. 

1 1 .  That as of May 1, 2012, at 9:00 AM, that portion of PWC’s Certificate 01 

Convenience and Necessity for the Town System (as shown the “StadQuail Valley’ 

system on the map attached hereto as Exhibit B) be forever terminated and extinguished. 

DONE IN OPEN COURT&:-- 4qwf & a L  “,2012. 

u d g e  of the Superior Court 
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APPROVED AS TO FORM AND CONTENT: 

TOWN OF STAR VALLEY 

Town Attorn 

and 

Michael W. Patten (No. 009796) 
Timothy J. Sabo (No. 021309) 
ROSHKA DEWULF & PATTEN, PLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, AZ 85004 
Telephone: (602) 256-6100 
mpaag(i2;dp-law. corn 
tsabo r -1aw.com 

Attorneys for Plaintiff Town of Star Valley 

FENNEMORE CRAIG, P.C. 

A*eys for Defendant Payson Water Co., Inc. 

GILA COUNTY, ARIZONA 
Daisy Flores, County Attornv 

/ 

Bryan B. Chambers 
2hief Deputy County Attorney 
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Jay Shapiro, Esq. 
Fennernore Craig, P.C. 
3003 North Central Avenue, Suite 2600 
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ORIGINAL of the foregoing filed 
this L%ay of.&; /, 2012 with: 

Clerk of the Court 
Gila County Superior Court 
1400 E. Ash Street 
Globe, Arizona 85501 
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Exhibit A 

All of the real and personal property and all other assets, if any, within 
the area described below used or useful in providing water services to 
the public in: 

Township 11 North, Range 10 East, Section 36 
Township 11 North, Range 11 East, Sections 3 1 and 32 
Township 10 North, Range 11 East, Section 05 

All of the foregoing in Gila County, Arizona 
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Payson Water Company, Inc. 

31 32 33 34 36 ~ ( i  
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Escrow Instructions 

February - 2012 

First American Title Insurance Company 
2425 East Camelback Road, Suite 300 
Phoenix, Arizona 85016 
Attention: Neil Moffett 

Dear Neil: 

First American Title Insurance Company, a California corporation, has been selected to 
act as the escrow office (the “First American”) in connection with that certain Settlement 
Memrandum (the “Memorandum”), dated December - 201 1 , between Payson Water 
Company, Inc., an Arizona corporation (the “Water Company”), and the Town of Star Valley, a 
municipal corporation and a political subdivision of the State of Arizona (the “Town”). Except 
as otherwise defined herein, all capitalized terms used herein shall have the meanings ascribed 
thereto in the Memorandum. 

As set forth in the Memorandum, on or before December 30,201 1, the Town will initiate 
an action in Eminent Domain in Gila County Superior Court (the “Court”) pursuant to ARS 5 12- 
1 11 1 et seq. to condemn the Town System (the “Proceeding”). As part of the Proceeding, the 
Town has agreed to pay to Water Company the sum of Seven Hundred Seventy-five Thousand 
and OO/lOO Dollars ($775,000.00) as compensation (the “CompensationyJ). The Town shall pay 
the compensation into escrow not later than the earlier of: (1) three days after the Court issues the 
Stipulated Final Judgment in Condemnation; or (2) May 1, 2012. The Compensation shall be 
escrowed and disbursed as set forth below. 

First American is hereby directed to hold, deal with, and dispose of the Compensation in 
accordance with the following terms and conditions: 

1 .  Within 3 days of entry of a final judgment of condemnation by the Court 
authorizing the Town to take possession of the Town System, the Town shall deposit with First 
American the Compensation. The Compensation shall be wired to First American in accordance 
with the account and wiring information you have provided and which is enclosed herein. 

2. First American is instructed to invest the Compensation in an interest-bearing 
savings or money market account or short term U.S. Treasury Bills or similar cash equivalent 
securities, as Water Company may direct. Any interest earned on the Compensation, after 
deduction of First American’s customary investment charges, shall become and be deemed to be 
a part of the Compensation. Any escrow fee to be charged by First American is to be borne by 
the Town. 

3. On May 1, 2012, at 9:00 a.m., Mountain Standard Time, First American shall 
release to Gila County from the Compensation the sum of $2,494.53 for any property taxes due 
and unpaid relating to the Town System up for the period ending May 1,20 12. 

4. On May 1, 2012, at 9:00 a.m., Mountain Standard Time, First American shall 
release the compensation (less the $2,494.53 paid to Gila County) to Water Company pursuant to 
the wiring instructions to be provided by Water Company. 

6537646.1/073283.0003 



All notices, requests, demands or other communications required or permitted under 
these Escrow Instructions shall be in writing and delivered personally, by certified mail, return 
receipt requested, postage prepaid, by overnight courier (such as Federal Express), or by facsimile 
transmission with confirmation of error-free transmission (with a copy to follow by certified mail, 
return receipt requested, postage paid or by overnight courier), addressed as follows: 

If to Water Company: 

Payson Water Company, Inc. 
3 101 State Road 
Bakersfield, California 93308 
Attn: Robert T. Hardcastle 
Email: RTH@brookeutilities.com 
Facsimile: (661) 633-755 1 

With a copy to: 

Jay L. Shapiro 
Fennemore Craig 
3003 North Central Avenue 
Suite 2600 
Phoenix, Arizona 850 12-291 3 
Facsimile: (602) 91 6-5566 

If to Town: 

Timothy W. Grier (No. 020472) 
Town Attorney 
Town of Star Valley 
3675 East Highway 260 
Star Valley, Arizona 8554 1 
Telephone: (928) 472-7752 

With a copy to: 

Timothy J. Sabo 
Roshka DeWulf & Patten, PLC 
One Arizona Center 
400 East Van Buren, Suite 800 
Phoenix, Arizona 85004 

6537646.1 /073283.0003 
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If to First American: 

First American Title Insurance Company 
2425 East Camelback Road, Suite 300 
Phoenix, Arizona 
Attention: Neil Moffett 
Facsimile: (602) 567-8101 

All notices given in accordance with the terms hereof shall be deemed received on the 
earliest of the next business day if sent by overnight courier, on the same day if sent by facsimile 
transmission before 5:OO p.m. (Mountain Standard Time) on a business day or on the following 
business day if sent on a non-business day or after 5:OO p.m. (Mountain Standard Time), on the 
third (3d) business day following deposit with the United States Mail as a registered or certified 
matter with postage prepaid, or when delivered personally or otherwise received. Any party 
hereto may change the address for receiving notices, requests, demands or other communication 
by notice sent in accordance with the terms of this paragraph. 

These Escrow Instructions are being entered into to implement the Memorandum and 
shall not (nor be deemed to) amend, modi@ or supersede the Memorandum or act as a waiver of 
any rights, obligations or remedies set forth therein; provided, however, that First American may 
rely solely upon these Escrow instructions. 

Agreed and Acknowledged this - day of February, 201 1. 

WATER COMPANY: 

Payson Water Company, an Arizona 
corporation 

By: 
Name: 
Title: 

TOWN: 

Town of Star Valley, a municipal 
corporation and a political subdivision 
of the State of Arizona 

By: 
Name: 

ATTEST: 

Town Clerk 

6537616.11073283.0003 



APPROVED AS TO FORM: 

Town Attorney 

Agreed and Acknowledged this day of December, 20 1 1. 

GILA COUNTY, ARIZONA 
Daisy Flores, County Attorney 

By: 
Brian Chambers 
Assistant County Attorney 

FIRST AMERICAN: 

First American Title Insurance Company, 
a California corporation 

By: 
Name: 
Title: 

6537646.1/073283.0003 



EXHIBIT D 

to 

STIPULATED FINAL JUDGMENT IN 
CONDEMNATION 



SETIzEMENf MEMORANDVM 

THIS 8E"LEMWT MZMORANDUM (the "Manorandum") I3 made and anterod 
into as of the 29th day of December 2011 by and between PAYSON WATER COMPAW, 
INC.. an Arizonrr corporation (the "wafer Canpmfl and the TOWN OF STAR VALLEY, a 
munidpal corpolrltion and 8 politicel SubdiViSjon of the State of Arizona (the 'Town") 
(individually, 8 "Pmtr and Cotlectlvdy, 'Tpslties"). 

I(IEcITAzIs 

Wutw Compeno Is a public fMNJce corporadon, and h o b  a Cdficate of 
Convznitace and N~?ccsdQf ("CC&W') granted by the Arizona CorPora(i0n CornmiOrion 
("CommisPiOn"), together with other r q u k d  permits end governmental approvals authoriring it 
to serve the public with water utility service in m a i n  parts of Gila County, A t i n ~ .  

Water Company owts two water system suvhg the Town of Star Valley, which 
system's location and make up are gcncraUy dtsoribcd on ExbibIt A attached hereto and 
incorporated Mi by this tefercnm (the 'Town System"). The Town System is Public Water 
System No. 04437 89 registered with the A~kona Department of Bnvironmmtsl Quality 
CAJXQ"). Them an approxhteiy 403 residential and 6 commercial meter oo~ections 
serving 361 customers on tbe Town System as of the date first set forth above. 

Town intends !a acquire the Town Sy- from Water Company through the 
exercise of its powar of eminent domain as set forth in A.R.S. 3 12-1 11 1 el seq. However, rather 
than engage in contested proceedings that will require the unnccessag exponditwe of (be 
Parcicrs' resources, tho Town aod Water Company have reached an agreement to resolve the 
condcmuation proceedings in an uncontested manner. 

Upon the entry of finaI judgment of condemnation in ti@ Gila County Superior 
Court and paymeal by the Town into escrow of the sum of $WEN HUNDRED SEVENTY- 
FIVE THOUSAND end NO DOLLARS ($77S,000.00~ beginning on May I ,  2012 at 9:OO AM, 
the Town Will be tho sole owner of the Town System and solely respodbfe for the provision of 
M e r  utility stnriCe to the custolners on the Town System, and W8ta Compnny dl l  only be 
responsible fbr completion of any remainin8 Post-Condcmnatiofi Adminiration contemplated 

which will @re the partits to ooopsrate to accomplish v&wo administrative mttwJ 
ralated to tbe Town's acquioition of the Town System as addressed hnein. 

A. 

B. 

C. 

D. 



NOW, TEEREPORE, in considemtion of the promises and the mutual covenants and 
agreements contained hemin and other goad and valuable consideration, the receipt and 
sufkicncy of which is hereby ad<aawlcdgcd Water Company and Town, intending to be legally 
bound, agree as follows: 

1. By this refirace, the parties hereby agree to 
hcorporatc the r&tais above as part of the terms end conditions of this Memorandum as if fully 
set forth henin. 

2 -. As soon a practicable but in no event &ier than 
December SOs 201 1, the Town will initiate an action in En&t Domain pursuant to ARS. 8 
,124 1 11 et seq. in Gila County Superior Court to Condeinn the Town System (tbe “Pmceading‘?. 
Io connection witb the Proceeding, the P d e a  further agree ns follows: 

To cooperate and prapaw all documents, pleadings and other things 
mcessary far the hoceoding to commcncc, be litigated and conclude with entry of a final 
Judgment of condemnation to be followed by a f’d order of condemnation. The final 
judgment of ooudarrnation shatl Scw quire the Town b pay into escrow the just 
compcnsotion aontemplated hercin within 3 days of entry of judgment. 

Water Company waives any claim that the Town has failed to compiy with 
A.R.S. 6 12-1 1 16.A which requires tka Town to first p v i d e  Water Company with an 
appraisal of  the assets subject to the condemnation. 

Town shall not seck immediate possession ofthe Town System, rather, the 
kef fudgtncnt of condemmriou will authorize the Town to take possession of thiz Town 
System 011 May 1,2012 at 9:00 AM. 

The Town System has a fair market value of no less than SEXEN 
HUNDRBD SEVENTY-FIVE THOUSAND end NO DOLLARS ($77S,OOO.W) and that 
a wndemnntion a d  (“Compensation”) to Water Company in thet amount is just 
comphnsation for the taking of Water Company’s Town System. 

3. of the Commsation. Witbin 3 days of entry of a fml judgment of 
condemnation authorizing Tow1 to take posseasion of the Town System, Town h l l  pay the 
Compansatlon Into E m w  M contemplated herein. Water Company shall be entitled to receive 
pnymart of rhe Compensation ftom Escrow on May 1, 2012 at 9:00 am. Town fhhcr 
acknowlcdgcs and agrees drat the coasidersh‘on fbr Wata Company’s agreement not to contest 
the Pm&g spe4frOslly includes Town’s agreunenr to pay tbc Compensation. Once the 
Compensation has been placed in Escrow, the E m w  Instn~ctiom agreed to b i n  shaIl govern 
its distribution. 

4. Post-Coddtmnatmn Admintstrah ‘a. Water Company and Town also agree that 
certain additions1 actions witI need to be takcn foilowing cnw tkc fmal judgment of 
condemnation. The Parties agree to fully and reasonably aoopaate in all m a w s  necessary lo 

hcom rat ion Q#‘ Rcdta l~  

A. 

B. 

C. 

D. 

. I  

2 



complete the tnrasfw of the Town Syshm b the Town. In connection therewith, the Parties 
agree as follows: 

8. Following payment of the Compensation into 
Escrow, Water Company will noti@ the Conmission of the find judgment of condenmation and 
nsk that the Town System be adrnlnistrattvely deleted &om its CCgcN or file any other necessary 
or appropriate infomation to $low &e Comnrission to d e l e  the Town Syskm from Water 
Company's W N .  In such no tic^. Water Company will indicate the trcabnant of meter deposits 
and line extension apemwts applicable to the Town System. This provision does not 
constitUte an admissfon by Watu Company drat Commission approval to transfer tht Town 
System or cancel the C C W  is necessary ondm applicable law and regulation. 

customs Mete-, Town is  entitled to a d i t  for (he value of 
meter deposits received by Watv Company &om custM18rs witbin the Town System 6s May 1. 
2012, and not applied LO delinquent acoounts by Water Company. Town acknowledges and 
agrees tbat 83 a result of the condenmation that, post-condemnation, Town shall BSS\UIIO all 
obligalions for refbnding the existing customer meter deposits. 

c. Custanicr Rece ivabies. In addition to and separate &om die 
Compensation, Water Company shall be entitled to d v e  payment for tllc valuc of services 
rendered to or-n in the Town System but not billed and scrviccs biUed but not received 85 
of the date of entry of thc fid judgment in the Proceedings (the "Customer Receivables"). 
Witflu thirty (30) days folknving May I, 2012, Town d Water Company shall reach an 
accounting of Customer Rectivabllts, 

b. 

d. j!i'ater Well Doc-. Water Company and Tom acknm!cdge that 
part of the Town System are water wells registered witb the Arizona Department of Water 
Resources as Well Registration Numbus 55-501 381, 55-605247, 55-51 9703, 55-538696. 55- 
548773 (the Water Company Wells"). Writex Company presently has on file documents with 
the Arizona Dcpttmcrit of WaaW Ru#wrcas dating to the Water Company Wells and agrees 
that It will coopetate with Town to Rccomplish the t r d k r  or assignment of any such 
documentafion fottowing Water Q m p y ' s  lodging of asatiddon of judgment. 

Escrow Ins tm- Tho Parties haw agreed to the b r o w  InshvCtioM attachd 
hemto as m i b i t  B, which instmotions auUioriza the Escrow Of l i i  to, among other things. 
release the Compensation to Water Company on May 1,2012 at 900 a.m. Following payment of 
the Compcndon f h n  Escrow, Water Company shall promptIy fde evidem of satisfaction of 
judgment. 

6, 

5. 

a. Qther Svstems. Town acknowledges thet Water Company bas other 
SySIOmS and cmtomer$ and agrcca that neither the Proceeding nor any q e c t  of the transitioa 
shall inhibit Water Company's opefations in any manner. 

''As is" &ition, Town firthet acbwlcdges and agrees that it is taking 
title to a pubk water systm in its existing condition subject only to the representations made 
IlUCiD, 

b. 
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c. bv the Water C- The Water Company rcpmwts 
and wairranfs to the Tom as follows: 

No h o w  defccta The Water Company is not awn of my 
material defects in tbe Town System; 

Pims and qw@culion$. To the Water Company's knowledge, all 
plans and upedfica~ons of the Town System accumtdy Iccfloct the systc~n, and copks of 811 such 
plans and sptcrificatons will be pcovided to the Town OD or Worn the entry of final judghmt of 
condemnation. 

Gnvirannrul ZIubffItks. The Watu Compaay is not awnre of any 
actual, probable or lhrtstened e n v b t a l  lilrhllities pertaining to the Town Systan; 

Ti/k The Water Company has good and markctable title la the 
Tow System, and all the nsstts thcxeof including all casements used or ntccssaty to opemte thc 
Tom System. 

Valid corporate exi$fence uniipowers. The Water Company baa 
been duly incorporated and validly wrists under the laws of the State of Arizona. The Water 
Company ha9 all requisite ColpolMt power and authority to own its ppoperty and to cany on its 
business as now being conducted In thc Town System. 

vi. Power to execute bi~morandum, Tho Water Company has all 
requisite coqmrate powcr and authouity to execute and deliver this Memorandum, to perform its 
obligatiois hereunder and to consummate tlte transactions contmpiatod hcrtby. The execution 
and delivery of this Memorandum and the consumnution of the transactions contemplated 
henby have been duly and validly authorized by all LltCQIJary corpomte adon on the part of the 
Water Company. This Memorandum has ban duly and validly txccuted and dtlivend by Water 
Company and constitutes a valid and binding agreement of  Water Company, enforceable against 
the Water Company in accosdaflce with its hms. 

vii. No vrolarronfronr axenrlfon and commation of Metnorundm. 
The txwution and delivery of this Memwandum by the Water Company and the consummation 
of the trolnsactions contemplated henby will not result in the violadon oP. (A) the Artidej of 
Incorporation or Bylaws of the Water Company, (B)my material contract of the Water 
Company or (C)any statute, law, ordinance, rule or regulation (the "Law") or MY order or 
judgment of my COW or other governmental agency applicable to it or the transactions 
mntemplatcd hereby. 

viii. No regdizfo~ tqpmwls needled No regulatory appval or 
consent of any other third party is required to be obtained by Water Company with respect to the 
execution and delivery of this Memorandum or the consummation of the transactions 
contemplated hereby. 

No vfohttow. The Water Company is not m violation oC nor, to 
the knowledge of the Water Company, under invmigation with respect to, any violation of, any 

i. 

ii. 

fii. 

iv. 

v. 

ix. 
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laws or any ordsrs of ths Conunissiom, tha ADWK, ADEQ, the USEPA or any othw 

Recefpf of authorimfiom, The Water Company is  duly authorized 
by the Commission to condwA the buriness of a water utility in the ana 4 by the Town 
Systm and bas all panits, liocasts, bohises and other govemnentd authorizaims, consents 
and approvals necessary to conduct its M i  tbsrsin. 

Articles and maws, The Water Company is not in violation of 
any pmvjsion of its ATtlC1os of I n k u p o h  or Bylaws, 

VfoIarlon Q o t k  c o n t m ~ .  The Water Company is not in 
violation of any coatraot applicable to the Water Company or its properties or assets, except fbr 
violations which would not, individually or in tbe aggregate, reasonably be expected to have a 
meterid adverse e- with respect to the Town System. 

xiii. Regu!dmyflngs. AU filings required to & made by Water 
Company JInoc I)tcemba 31,2010, under my applicable Laws or ordun of the Combion, h e  
ADWR, the USGPA, the ADBQ or other applioable gww~unental agency, have bean filed and 
ail such filings complied, as of their mpdve dates. in all material mppecEs with all applicsble 
nquinmcnts of SUcJr laws or ordem except fbr such filings or such failures to comply tbat would 
not, inaividually or in the uggmgde, nasonrbly be expected k8ve a lnaterlrl advase efiect with 
rcspect to tha Town System. 

Bmttronmentul Muttem. Ndtlrer the Water Company nor aqy of its 
property or opudons is subject40 any outstanding ordn, deorre or agreement with any person 
relating to any environmental law. To Water Compeny’s knowledge, there have been no 
conditions oroccuntnccs (includii the &ease of baterdops mrrtuialo In, on, under or migrating 
from any of tha Water Company’s p r o p t l r y  or any fiilure by the Water Coinpany to use store, 
transpod or dispose of hszardout meterials m compliance with Envimrmiental Lam} tdaich i s  
rearonably expected to form tho basis ofa claim arising under any anvimnmenkd law against the 
Water Company with respect to the Town System. The Town has been provided access to all 
enviromrnentd repods concerning any property of Water Company in its Town System (04-037) 
in the possession of the Water Compmy or its affiliates. 

Ware!? @ d t &  The quality of water supplied by Wetcr Company 
to its customers meets or excdcdB all standards tbr quality and safety of water in all M a l  
respects in accordancia with applicable laws and orders of any applicable Bovernmcntal agency 

xvl. Upgradw OT imjmvetn#n& Tbe Water Company has p m ~ d e d  the 
Town with a Capital Expenditures Budget that nprrsents its xeasmably expected improvmats, 
upgrada, and tnodifications in the Town System. 

Knowl- For the pwposw of this paragraph, the wods “lotowlcdge” 
and “aware” mfbr to tbc actpal knowledge of the officers, directors, manegers, or ernployets of 
the Water Company or its a f i i l i  Brooke Utilies, Ino. 

g o ~ a g ~ c y w i t h ~ t o d l e T o w n s y o t a m .  

x. 

xi. 

xif. 

xiv. 

xv. 

withrespect to the Town system 

D. 
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E. &hr Water Company, for itself, 
and its successors, beueiiciaritb, hdn, assins, partoers, limited pertntn, constituent entities, 
f i l i a te ,  oficen, dimtom, s ~ l & r s ,  members, maoagars, prmcipds, savants, employos~, 
agents, insums and npresedatnres ' , and each of them* fllrly snd forava waives any and dl riphts 
undu its CC&N for the Town System. Tbis wniw $hall take effect upon the Town's paymemt 
of tho C h p a d o n  iato tsctow in tuxordam with Section 3. In addition, Water Compauy 
ngcees to indemaif)r, defand and hold bacmless the Town friom any and all claims made by any 
other peaon, d t y  m governmonEal agency a claim due to the ACC's fallurt to reflat 
&e deletion of the Town SVrrGoJn fiean Water C0m)Mny's cc8cEI. Tbe indemnity contemplated 
herein lali expire on November I D  2012. 

-ration, The provisions of this Pmapph 6 sball be incorporated 
'hto the proposed final order of dcmaatiOn to be submitted to the Court in the Proceeding, 
The provisions of thia Patagnrph 6 Wl remain in affect followhg the Courts approval of tito 
final order of condemnation. 

Ts. The t c m ~  ofthis Memorandum shall continue in MI force and effect until 
the parties baw completed ell of the mcesary Post-Condunnati@ Administrative Proceedings 
contemplatcd herein, and in no went shall it terminate before Water Company has wived full 
paymmt of the Compensation end notice from tht Commission thet the Town System has been 
removed h r n  Water Company's CC&N and nothing further is required of the Water Company 
from the Commission 02 any other agency with applicnble authority with respeot to tbe Town 
system 

im C w  of B- For !be period of the after the execution of !hL 
Memurandm and b&re the Town tekss powwsion of the Twr System on May I, 2012, the 
Water Compruw ahdl operate the Town System tn tlcconlence witlr its ordinary c o ~  of 
bwiness, Any devidons from tha ordinary ooum of business shall not take place without prior 
notice to the Town and opportunity fix comment by the Town, unless exigent d r c u m s ~  
pnvmt such notice. 

E 

7. 

8. 

9. Mutual. 
a & I c a s o t h c t h e ~ .  Exceptasotberwisesetfortbbacinand 

except as limited by the tenas of this Memorendum, the Water Campany, for itself, and its 
SUCOCSSOIJ, boneficiuies, heirs, asdgns, pmners, limited pactaaj, constituent entiti- eftiliues, 
offious, d i i ,  stockholders, members, mansgtrs, prinoipals, 8erv8ots, employaes, agents, 
i n s m  and representatives, and each of them, Mly and forever release, nlleve, waive, absolve 

assign% partners, constituent entities, affiliates, officers, directors, olodcholders, mcrmbers, 
managcn, principmls, servauts, tmployccs, %cats, insurers and representatives. and each of 
them from and of any and all olalms including, without limitation, all demands, promises, ctnlsw: 
of aotion, actions, suits, debts* liabilities, obugrrtlons, oosts, expenses, sums of money, 
controvuSies, damages, accounts, mckonlne$ and liens of every kind or aarttlrt whatsoevu, 
wiwtba mature, contingent, past, p-t, futum, direct, derivative, subrogated, pemnal, 
assigned, discovd,  undiscovued, SLISPGU~~, pnsuspeczeb, legal or quitable, which it has or 

and tha TOW& inOldw without ~ ~ ~ n D  h0 TOW'S SUcoeSSOrS, h e f i 6 ~ -  WrS, 
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may have or have had, own& or held at MY dme by reason of any me, cause or thin$ 
involving or reasonably related to the Town System or the Proceeding. 

b. b e  bv tke Town. Except as otherwise $et fimh herem und except 8s 
limited by the terms of this me mod^ the Town, fot itsel& and its successors, 
hsh, d g n s ,  partners, p- eoodlucnt d t k ,  afffhtW, offiaXS. directon, stockholders, 
members, managers, principh, servanfs, cmpioyccs, agents, insuras and ~prescumtivcs, and 
cach of than, fully and forovor release, rdiew, waive, absolve and acquit the Woter Company, 
including without limitation, its successors, benefidaries, heirs, assigns, spmas, partnm; 
l i i t d  putncrss constituent entities, d i a @  officers, direotors, stockholders, members, 
managers, priwipds, servants, employees, agas, iacroctr, nad ccpresentattwsJ and each of 
tbcm, h m  snd of say and rll dahs including, wfthour lMitadon, all demabds, promises, causes 
of action, actions, suits, debts, liabilities, obligations, costs, expenses, sums of money, 
controvarsitS, dameges, accounts, dronlngs, and liens of avery kind or nahus whatsoever, 
whether mature, coatlngdnt, past, present, htm, direct, derivative, subrogated, personal, 
assigned, discovered, u n d b m e d ,  ~uapactcd, unsusptcted, legpll or equitable, which they have 
or may have or have had, owned, or held at any lime by of any matter, cause or thing, 
mvohrmg or masoitably related to &e Town System or the Pmceeding. 

€!@line. The Town and the Water Compa~y sball use best efforts to meet the 
deadlines specified in this Memorandum. induding Uw Derrmbcr 23, 201 1 date for filing tbe 
P r o c c d i  Howcvcr, no monetary claim sball arise against any party for the failwe to mcd any 
such deadlines. 

Bbdinac R f W t  This Mearoraadum shall be binding upon the parties and thei 
mpet ive  s u c c ~ r s  and assigns. 

scvtrabilitv. If any portion of Si Memorandum is found to be invalid, such 
finding will not affsct the d d i t y  of the remainder of this Memorandun and to this end the 
pr#isioos of thls Memorandum ate severable. 

No Waivq. No waive0 of any provieion of tbie Memorandum shall be deemed or 
constitute B waiver of any oilm provision, nor shall it be deemed to be a condnuing waiver 
d e w  expressly provided fm by s vnim amendment to this Memorandum signed by the 
psrtitS; nor will the waiver of any default under this Munoran&m be dean& a waiver of MY 
subsqueut default of the same type. The Town's failure to exercise my right wder thio 
Memorandum will not Constitote the approval of any vmnglid aa by the Water Company. 

NotiCeg. All notices, requffts and other communications hneundu shall be given 
in writing and ejthtr (i) petsoMuy served on the to whom it id given, or (ii) mailed by 
registbrsd or d e d  mall, postage prepaid, rehtra receipt requested, Qii) sent by a nationally 
recognized ovmight courier servia, or (iv) sent by factirails trawmission, addressed to tbc 
party st the address provided Mow; 

10. 

I 1. 

12. 

13. 

14. 

Water Company: P a p n  Water Company, Inc. 
3101 StateRd. 
Bakwefield, CA 93308 
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Withacopyb: 

Town: 

With a copy to: 

Attn: Robert T. Hardcastle 
Email: RTH@brookeutilities.com 
FAX: (661) 633-755 1 

Jay L. Sbapiro 
FeammmC~aig 
3003 Noah centlal Avenue 
soi2606 
Phoenix, AZ 85012-2913 
FAX: (602) 9165566 

Town of Star Valley 
Atteatio~ Town Manager 
3625 East Highway 260 
Star Valley, Mmna 85541 

Timothy J. Sabo 
RoshkaDeWulf&Patten,pLc 
One Arizona Centtt 
400 East Van Bum, Suite 800 
Phomix, Ariwna 85004 

All notices MI be damad deliverad and Iccsivtd upon the earlkt of (a) actuel receipt, (b) tho 
third (3rd) day aftw Le day of nui'lkrg, (0) the next busiatss day aAer thn date of dGposit with a 
nationally recogdzd o v d g h t  courier sewice, or (4) upon conflrmatfon of mor-lies fidrnile 
transmission. Any notices mwivcd on a Saturday, Sunday or on tu1 Arizona State or federal 
boliday. or& 5:OO p.m, Arima the, on a bodncsa day shall be deemed received on the next 
succeeding business day. Any patty may change iu addm for tbe receipt of notices at any time 
by giving wrltt#l notice thereof to thc other parties In Rccordanccwith thetrrms of this 
paragnph. The inability to deliver notice because of a dunged address of which no notice was 
given, or &e -ion or other nzlrsal to -1 any notice, sbeU be ds4msd to be the &dve 
m i p t  of the notice us of the date of such hbilify to deIivu or rejection or ref\lsaI to accept. 

IS, mive Date of wd uq. This M c m m d m  sball become tffeotive upon 
execution. 

16. Thia Munomdum and t& rights of the Parties hereto shall be 
g o v d  by and oollsbued in acedance with the iateraal laws of the Stnte of Arkmna without 
regard to conflicts of laws prinoiiles. 

Tba Parties acrknowledge and warrant that cwb of olem is fully 
authorkd and empowered to execute this Munorandurn by and through k c  individual@) 

&&r Do- The Parties shall cxccutt and deliver any and all swh 
documents and pwrOmr any and all such acts 118 reasonably nowwary or required to cany out the 
matterr: oontemplated by this Memorandum. including, without Iimltation. all documoats 

17. 

executing tlcminaflcr. 

It. 

8 
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necassary fbr Town to initiate and pmsecu~a an tiction fbr codemdon of the Tom System in 
Gila County Superior Court and all documants nccasary to seck confirmation ofule deletion of 
the Town System frwa Wattr Company's CCW, 

Each of* Pertias acknowledges and wamnts that it has bear, 
or has had an opportuofty to be represuatcd by indapendcnt d. This Memorandum is the 
rmli of negotiation between the Parties end tMr respectivC tsttorneys, and the terms, conditions 
and prOVtSiona of this Memorand~un ahall bo corwtnrad in B $ir and even manner regardla of 
the Par@ who dCaM this M e m d  or any provision or portion thereof. 

-. TMS Munoranduan may be executed in one or mart countexputs. 
Each extcutcd comtcrpart shaI1 for all purpos~~ be deemed an original, but all of which together 
shall condtute in the amqate  but om and the same btrument. The signature pages from one 
or more counterpa& may be temoved tbcre ftom and 8ttachd to one or more duplicate 
agrema~td cmtsining all orighal signsturn. 

pa tc of Pesfarmsn cc. If this Memorandum provides that any time period expires 
or date for psrfarmaacc specified in this Memorandum hlls on a m-business day (a sbtunlay, 
Sunday or legal boliday recognized by the Town), sucb liolG period or performance deadline 
shall be extended to the Town's next business day. exceplt 8s may otherwise be set forth herein, 
any performaace shofl be timely made and completed no later than 5:OO pm. (Arizona time) on 
the date the performance is due. 

n. $&g@te A- , This Momorendurn and additional written agreements 
described herein, if any, contain and set the entire and exclusive Menrorandum and 
understanfi~ between the PaxtiGs hereto pertaining to tbe subject matter of this M m m d m  
and mfloct the reasuaable expectations of the Pardm hereto. This Memorandum may not be 
amcnded or modified in any way wbatsoevct without the prior m*ttca consent of dl P d e s  to 
this Memoraudum. Notwitbstbading myfhiag to the contrary contained in this Memorandum, 
this Mtmorandum is nd intendtd to modify, amend, replace, abridge, abrogate or o t f d e  
ffict any other rights or obli@om of Wattr Company. 

g i a p u t c ~ ~  ' . Any dispute, COA~~OVMS~, claim, or cause of d o n  a r i a  
out of or rchted to th& Memorandum shall be ~vemcd by Arizona law and may, but in no ernit 
need, be settled by submission with the mnseut of all prutics to binding arbitration in accordance 
with the mlw of the American Mitrnlbn Associadon and tho A t i z D ~  Unifm Arbitralion Act, 
A.R.S. Q 12-1501, el seq., and judgment upon any award rmdered by the arbitrator(s) may be 
cntwed in the Superior Corpt of MsrIcopa CountyI or any such dispute, controvtrsy, claiar or 
cause of aetion may be litigated in a court, The wnue for any such dispute shall be Uaricopg 
County, Arizona. 

24. -of&- . This Memorandum is subject to thc pmvisions of A.R.S. 
§ 38-5 1 1 and Town ~cprtssnts, to the best of its knowledge that no mch conflii exists. 

No O t w ,  This Mmrorandum inuns to the bencfii of the Parties 
and is not executed for the benefit of other patties, such as, but not limited to, marerid men, 
laborers, or ohas providiag work, services or materials in fbrthemce of the Water Company. 

19. * 

20. 

21. 

23. 

25. 
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TOWN: 

Town Clerk 



Exhibit "A" 

Dcdpfion of Town System 

Exhibjt"8" 
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Payson Wafer Company, Inc. 
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Pint American Titb lnsuranca Company 
2425 E s t  Cnmelback Road, httte 300 

Attention: Neil MofTietc 
PhOUItiX, k h O t l 8  85016 

h N d k  

First Amortarn W e  Innuance Company, a Callibrnk c o ~ t i o ~ i ,  has been seleleoted to 
act aa the acmw office (the “Fiat AmerlcmB’) ta conneedm with thnt certuin &deinenf 
Afbmvdwi (tho “M4mmnduien), dated Dtoombar 2011, bawren P8ym WtUe? 
Compnny, lnc., en Arizona corporation (the “Water Company“), and the Town of Star Valley, a 
miinicipl carpomtion and a potioal subdivision opthe State of Arizona (the Town”). Except 
as o h w i s e  M m d  herein, all aapitalizad terms used hutin shalt have the meanings ascribed 
thereto in the Munorandurn. 

As set forlh hi the Mmormduin, an or M m  December 30,201 I, thc Town will initiab 
an rodon in Eminua h a i n  in Oih county Superlor Coust (the uConrt‘’) pursuant to ARS $ 12- 
I 1 I1 d saq. to condemn the Town System (the “proceeding”]. As parr of the P r o c e J i ~  the 
Town har a& to pay to Water Company the sum of Seven Hundred Seventy-fwe Thousand 
and WlOO Dollars ($77S,OO0.00) aa compuuetion (the UCompemdon”). “lie Compemtbi 
shall be asemwed and disbumd as sot forth kkw. 

First American is hereby d i d  to hofd, &a1 with, and dispose of the Compenretlon in 
rooonlance with the following tmns and oortditions: 

1. Within 3 days of emtry of 8 final judgment of coitdcmnation by the Court 
authorizing tbo Town to take possdon of the Tom System, the Town dial1 deposit with First 
Amcriclri the Compactsation. The Comptnmtion shall ba wircd to First American in accodaace 
with (I# 8cooltnt atid wiring information you h pvidcd and which is cncloeed berein. 

€‘I& Amdoan.ls insbuctod to invast the Compensation in an intemd-bearing 
savings or money mukct account or short tan, U.S. Trei~sury Bills or simhr cash quivakatt 
sccwiiies, as Water Company m y  d i m  Any intomst oamed on the Compcimtion, aft#. 
deduction of First American’s customary investment abrges, sbsll become and be deemed to be 
8 part of lhc CompcnsOtion. Any escrow fot to be charged by First American is to be borne by 
the Town. 

3. On May 1, 2012, at ROO a.m., Mountein Standud Time, First American shall 
rol#ss the Cornpensation to Wator Compauy pursuant to the wirlng instmctions to bo pvjded 
by Water Compwy. 

All notkcs, requests, demands ot other comrnunicatiofio rcqulnd 01 pmittcd undw 
these accKlw InrtntaiOnr: shall be in Writlng md ddhrered personally, by artifled mail, return 
receipt requesmd, postage prqdd, by overrlght wurier (sod) M Federal Express), or by fedmfkr 
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utmsmisoion with confirmath oferro~fjw transmission (with E COW to foltow by certified mail, 
return receipt requested, postage paid w by overniet murier). lrddrcssed as Pol burs: 

if to Wata Compmy: 

Payson Water Company, Inc. 
'3 101 State Rard 
BakersfScfd, Califbmia 93308 
AUn: Robeft T, HardcaatrC 
b a i l :  RTH@rnokeutiIitias.com 
F.oOimik: (661) 633-7551 

With 8 eopy to: 

Jay L. shnpim 
Fenmore Cm'g 
3003 North Central Avenlte 
Sulk 2600 
Phosnix, A d m a  850122913 
Fawbnii: (602) 9 I65566 

If to Town: 

Town of !hr Valley 

Facsimik(-J ~ - 
Attention: 

Witha copy bo: 

Timothy J. Sabo 
Roshka DoWulf & Pa€ten, PU: 
0110 Arizona Csntcr 
400 Bast Van Bumn, Suite 800 
Phoenix, Arizona 85004 

If to Flnt Arnoriosr 

FIrst AmoricrV, Wtlo Insurmce Company 
2425 East Camelback Road, Sulk 300 
Phoenix, Arizona 
Attcntlar: Ndl MOW 
F w i m i k  (602) 567-8101 

All n d c u  &en socordanct 14th the twmr Lrcof shall be deemed received on tbs 
carlkt ofdK next buointso day I sent by overnight courier, on tho sane day If sent by fsesimlle 
tranm&m bobre 5.90 p.m. (Mount& Stadard Time) on a bur'hoss day or on the Following 
bushws day if s#lt on a non-businas day oc after 5:OO p m  (Momtdn Steadard T I ) ,  on UIO 
thkd (39 bwiuesa day following deposit M'B) the United Stam WJ as a registered or ccrtifd 
matter with postage pepaid, w wben d c l i v d  personally or otherwisa rccalvsd. Any party 

. 
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hucto may change tho address fbr mcdvfng notices, requests, demands or 'other communication 
by notice sent in a d n n c e  wlth the tcrnur of this pangraph. 

Tkasr Escrow Instruotions am king enbred i r r ~ o  to implmsnt tho Memorandum lurd 
shall not (nor bo deemed to) amend, mod.8~ or supnscde the Memorendurn or eo( rs a weiver of' 
my dghtr; oblig~dono or d i e s  get fkth t k d g  provides% however, that Firrt American mrry 
rely 6olcbl upon these Escmw Instructions, 

Town of Star Valley, 8 municlpsi 

Town Clerk 

A p e d  and Ackt~owkdged tkk . ..__ day of Decernbet, 201 1. 

FZBSTAMERICAN: 

Rlrst Amerfcan Tltle burance Company, 
a Callhmii corporatian 

Br: 
Name: I 

Titk 



EXHIBIT E 

STIPULATED FINAL JUDGMENT IN 
CONDEMNATION 



I .  

1 

c 
4 

4 

4 
I 

f 

7 

a 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Michael W. Patten (No. 009796) 
Timothy J. Sabo o 021309 
ROSHKA DE &F & PAT'kEN, PLC 
One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, AZ 85004 
Telephone: (602) 256-6 100 
mpatten@xdo-law.com 
tsabo@xd p-I aw . corn 

Timothy W. Grier (No. 020472) 
Town Attorne 

3675 East Hi hway 260 

Telephone: (928) 472-7752 
townmana~er(Si2ci.star-valley.az.us 

Town of Star L alley 

Star Valley, w rizona 85541 

Attorneys for Plaintiff Town of Star Valley 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 

IN AND FOR THE COUNTY OF GILA 

TOWN OF STAR VALLEY, a municipal 
corporation of the State of Arizona, 

No. 

STIPULATED FINAL ORDER OF 
Plaintiff, CONDEMNATION 

V. (Hon. Peter J. Cahill) 

PAYSON WATER CO., INC., an Arizona 
corporation; COUNTY OF GILA, a 

P OHNDOES 1 through 10; andBLACK 
4ND WHITE PARTNERSHIPS 1 through 
10, 

olitical subdivision of the State of Arizona; 

Defendants. 

It appearing to the Court that the Stipulated Final Judgment in Condemnation 

ieretofore in the above-entitled action has been kl ly  paid and satisfied; and 

It further appearing to the Court that, pursuant to the provisions of Paragraph 6 of 

he Stipulated Final Judgment in Condemnation, this Court shall now enter the Stipulated 

mailto:mpatten@xdo-law.com
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Final Order of Condemnation. 

IT IS THEREFORE ORDERED, ADJUDGED AND DECREED: 

1. that sole use, possession, and ownership of all the plant, system, anc 

business of Payson Water Co., Inc. (“PWC”), including, but not limited to, all fee ando 

leasehold interests in real property described in Exhibit A attached hereto, all easements 

water wells, pumps, water plants, substations, water distribution systems, custome 

accounts, books and records used and useful in providing water utility services, the PWC 

Certificate of Convenience and Necessity as shown the Star/Quail Valley system on thc 

map attached hereto as Exhibit By and/or business, and a11 tangible, intangible, persona 

or real property rights or interests in any way related thereto (collectively, the “Tow 

System”) be, and the same are, hereby condemned for the use and benefit of the Town 

and that the ownership of the same be, and is, hereby vested in the Town, a municipa 

corporation of the State of Arizona, 

2. that the Town System is transferred in its “as is, where is, with all faults’ 

condition, and without the necessity of any other consents, orders, or approvals by any 

governmental entities, fiee and clear of any and all claims by, through, or on behalf oj 

PWC. Provided, however, that the foregoing is limited by the representations and 

warranties of PWC set forth in Paragraph 6 of the Settlement Memorandum entered into 

3n or about December 29, 201 1 (attached as Exhibit A) by and between PWC and the 

I‘own, and that the provisions of the said Paragraph 6 are incorporated herein by 

*e ference. 

3. That the portion of PWC’s Certificate of Convenience and Necessity for the 

rown System (as shown the “Star/Quail Valley” system on the map attached hereto as 

Exhibit B) be forever terminated and extinguished. 
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DONE IN OPEN COURT this - day of ,2012. 

Hon. Peter J. CahiIl 
Judge of the Superior Court 
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APPROVED AS TO FORM AND CONTENT: 

TOWN OF STAR VALLEY 

BY. 
Timoth, W. Grier 
Town Attorne 

3675 East Hi hway 260 
Star Valley, Ir izona 85541 
Telephone: (928) 472-7752 
t ownmanager& i . s t ar-valle y . az . us 

Town of Star 6 alley 

ind 

Michael W. Patten (No. 009796) 
Timoth J Sabo No 021309 

One Arizona Center 
400 East Van Buren Street, Suite 800 
Phoenix, AZ 85004 
Telephone: (602) 256-6 100 
mpatten@,rdp-law .corn 
tsabo@rdp-law .corn 

ROSHEtlA DEWsLF. PAdEN, PLc 

Attorneys for Plaintiff Town of Star Valley 

'ENNEMORE CRAIG, P.C. 

ay L. Shapiro 
ittorneys for Defendant Payson Water Co., Inc. 
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ORIGINAL of the foregoing hand-delivered 
this - day of ,201 1 with: 

Hon. X X X X X  
Jud e of the Superior Court 
Adgess 

COPY of the foregoing mailed 

Jay Shapiro 
Fennemore Craig, P.C. 
3003 North Central Avenue, Suite 2600 
Phoenix, Arizona 850 12 

this dayof Y 201 1, to: 

Attorneys for Defendant Payson Water Co., Inc. 

- 5 -  



EXHIBIT JW-SRJ2 



East Verde Park Hauling 
Year Water Hauled (Gal) Cost of Hauled Water ($) Customer Count 
2011 58,873 $3,238 143 
2012 207,000 $12,059 14 1 
2013 10,900 $556 140 
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FENNEMORE CRAIG 

PBOFBBIIONAL COPPOPATIO~ 
PHOBNlX 

OF PAYSON WATER CO.. INC.. AN 

FENNEMORE CRAIG, P.C. 
Jay L. Shapiro (No. 014650) 
2394 E. Camelback Road, Suite 600 
Phoenix, Arizona 85016 
Telephone (602) 916-5000 

Attorneys for Payson Water Co., Inc. 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION 
OF PAYSON WATER CO., INC., AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE FAIR VALUE 
OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN ITS 

DOCKET NO: W-035 14A-13-0111 

ARIZONA CORPORATION, FOR 
AUTHORITY TO: 1 ISSUE EVIDENCE 
OF INDEBTEDNE if? IN AN AMOUNT 
NOT TO EXCEED $1,238,000 IN 
CONNECTION WITH INFRASTRUCTURE 
IMPROVEMENTS TO THE UTILITY 
SYSTEM; AND 2) ENCUMBER REAL 

FOR SUCH INDEBTEDNESS. 
PROPERTY AN 6 PLANT AS SECURITY 

SUPPLEMENTAL RE JOINDER TESTIMONY OF 
THOMAS J. BOURASSA 

January 15,2014 
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FENNILMORE CRAIG 
PBOFBIIIONAL CORPOPAIIO 

PHOBNIX 

I. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

11. 

Q. 
A. 

INTRODUCTION AND OUALIFICATIONS 

PLEASE STATE YOUR NAME AND ADDRESS. 

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, 

Phoenix, Arizona 85029. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

I am test@ng in this proceeding on behalf of the applicant, Payson Water 

Company (“PWC” or “Company”). 

HAVE YOU PREVIOUSLY SUBMITTED DIRECT, REBUTTAL AND 

REJOINDER TESTIMONY IN THE INSTANT CASE? 

Yes, my direct testimony was submitted in support of the initial application in this 

docket. There were two volumes, one addressing rate base, income statement and 

rate design, and the other addressing cost of capital. My rebuttal and rejoinder 

testimonies were also submitted in response to the direct testimony of Stdf. 

WHAT IS THE PURPOSE OF THIS SUPPLEMENTAL REJOINDER 

TESTIMONY? 

I will provide supplemental rejoinder testimony on the condemnation of the Star/ 

Quail Valley system. I am filing this testimony because the Company was ordered 

to address the condemnation, which was raised in Staff‘s direct testimony and in 

Intervenor Kathleen Reidhead’s (“KMR”) surrebuttal testimony. 

SUMMARY 

PLEASE SUMMARIZE YOUR SUPPLEMENTAL TESTIMONY. 

My supplemental testimony makes the following points: 

1) The Company’s recommended revenue requirement in 
the instant case does not reflect any costs of service for the 
Star/Quail Valley system. 
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A. 

2) The condemnation award paid by the Town of Star Valley 
helped PWC pay its bills, make capital improvements, and 
provide a dividend to the previous shareholder. 

3) Customers do not acquire any interest in the utility’s 
property by virtue of paying for utility service. Therefore, the 
customers of PWC should not share in any gaidloss resulting 
from the condemnation of the Star/Quail Valley system. 

4) The accounting records of PWC are not materially 
misstated or misleading. 

CONDEMNATION OF THE STANQUAIL VALLEY SYSTEM 
DOES THE COMPANY’S PROPOSED REVENUE REQUIREMENT IN 

THE INSTANT CASE INCLUDE THE COST OF SERVICE FOR THE 

STANQUAIL VALLEY SYSTEM? 

No. PWC no longer owns and provides utility service to the system so the related 

plant-in-service, deferred liabilities, revenues and expenses have been eliminated. 

The Company’s proposed revenue requirement (operating expenses plus 

depreciation plus taxes plus a return on rate base) reflects only the cost of service 

for the systems currently served by PWC. The plant assets and the deferred 

liabilities related to the Star/Quail Valley system are not included in the proposed 

rate base and therefore there is no return on or of Star/Quail Valley plant 

investment in the Company’s proposed revenue requirement. When the 

condemnation was recorded on the books of PWC in 2012 all the related assets and 

deferred credits were eliminated. Attached as Supplemental Rejoinder Exhibit 

TJB-SRJ1 is the Company’s response to Staff data request CSB 1.18 reflecting the 

details of the entries booked in 2012. The remaining plant assets and deferred 

liabilities for the remaining systems owned by PWC form the basis of the 

Company’s proposed rate base in the instant case.’ 

Direct Testimony of Thomas J. Bourassa - Rate Base (‘‘Bouassa Dt.”) at 6-8. 
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Further, all operating expenses and depreciation related to the Star/Quail 

Valley system are excluded from the proposed cost of service. The Company’s 

proposed adjustments to operating expenses in this case reflect all non-recurring 

Star/Quail Valley related expenses.2 The proposed depreciation expense (based 

upon the adjusted 2012 plant-in-service) reflects only the remaining assets used to 

provide service to PWC’s remaining  customer^.^ Proposed property taxes and 

income taxes reflect only the revenues and the taxable income for the remaining 

systems served by PWC.4 

HOW WERE THE PROCEEDS OF THE CONDEMNATION OF THE 

STANQUAIL VALLEY SYSTEM USED? 

Ultimately, the proceeds were used to by PWC to pay its bills and provide a 

dividend to its previous shareholder. For example, the Company owed 

approximately $285,000 to BUI at the end of 2011.5 The proceeds also helped to 

pay 2012 operating expenses.6 in 2012, PWC’S operating revenues were less than 

its cash operating expenses by $128,000. All of this took place before the stock 

sale; there was little to no cash on hand when the sale closed. 

ARE YOU AWARE OF ANY RULES OR LAWS THAT WERE 

VIOLATED? 

I am not an attorney, but I have been appearing in ACC rate case for almost 

20 years now so I do have some familiarity with the general rules and I certainly 

have a lot of experience reviewing utility books and records. I do not find any 

Bourassa Dt. at 10; Rebuttal Testimony of Thomas J. Bourassa - Rate Base (“Bourassa Rb.”) at 10. 
Bourassa Dt. at 8; Rejoinder Testimony of Thomas J. Bourassa - Rate Base (“Bourassa Rj.”) at 14. 
Bourassa Dt. at 8 and 11; Bourassa Rj. at 14 and 15. 
See Schedule E-1. 
See Schedule E-2. Operating expenses (excluding non-cash depreciation and amortization) in 2012 were 

2 

3 

4 

6 

approximately $523,000 and revenues were approximately $395,000 - a $128,000 difference. 
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evidence BUI transferred funds or otherwise used funds from the proceeds of the 

condemnation that broke any laws, rules, and/or regulations of which I am aware. 

DO CUSTOMERS OF A UTILITY GAIN AN OWNERSHIP INTEREST IN 

PWC OR ITS PLANT BY VIRTUE OF PAYING UTILITY RATES? 

In my professional judgment, no. A fundamental tenant in rate making is that 

rate payers pay for utility service based on rates set by a regulatory body. Because 

rate payers only pay for utility service, rate payers do not pay for the property used 

by the utility to provide utility service, nor do customers acquire any interest in the 

utility’s property by virtue of paying for utility service. 

ACCOUNTING RECORDS 
PLEASE COMMENT ON KMR’S SURREBUTTAL TESTIMONY 

(ON PAGE 6) REGARDING “INACCURATE” AND “MISLEADING” 

ACCOUNTING RECORDS. 

I have two comments. First, adjustments to rate base elements such as plant-in- 

service, accumulated depreciation, etc. and revenue/expense elements such as 

salaries and wages, contractual services, depreciation are not only common in rate 

cases, they are necessary. Adjustments by themselves do not mean the accounting 

records are inaccurate or misleading. Rate case adjustments are made to provide a 

more normal or realistic relationship between rate base, revenue, and expenses on a 

going forward basis.’ Second, while the Company has admitted that it could not 

produce some plant invoices,8 there is no credible evidence in this case that the 

accounting records were materially mi~stated.~ As far as I am aware, the missing 

plant invoices and the Star/Quail Valley related CIAC are the only record keeping 

A.A.C. Rule 14-2-103(i). 

Bourassa Rj. at 8-9. 
* E.g., Rebuttal Testimony of Jason Williamson at 4-5 and Exhibit JW-RB2. 
9 
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issues in this case. Staff has not asserted that the actual test year revenues and/or 

expenses were misleading or materially misstated. There are differences of opinion 

regarding the support for the plant and CIAC as well as whether the BUI overhead 

allocation versus JW Water Holdings, LLC's management fees should be used for 

purposes of setting rates," but these differences are not a basis for asserting that the 

records of PWC were misleading and/or materially misstated. On that point, I am 

not aware of any credible testimony being cited by KMR. 

DOES THAT CONCLUDE YOUR SUPPLEMENTAL REJOINDER 

TESTIMONY? 

Yes. 

Bourassa Rj. at 15. 10 
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PAYSON WATER COMPANY 

RESPONSE TO STAFF’S FIRST SET OF DATA REQUESTS 
DOCKET NO. W-03514A-13-0111 

August 21,2013 

Response provided by: Jason Williamson 

Title: President 

Company: Payson Water Company 

Address: 7581 E. Academy Blvd., Suite 229 
Denver, CO 80230 

Company Response Number: CSB - 1.18 

Q. $755,709 Gain on Disposal of Fixed Assets - Schedule C-1, line reports a 
$755,709 gain on disposal of fixed assets. Regarding that amount, please 
answer the following: 

a. 
b. 

d. 

e. 
f. 

g- 

h. 

C. 

1. 

Please explain why the assets were sold andor disposed of. 
Please state whether or not the assets were replaced. 
Please identify the assets by NARUC account number. 
Please state the accounts debited and credited in the recording of the 
gain. 
Please provide a schedule showing the calculation of the gain. 
Please state the length of time the Company owned the assets prior to 
disposal. 
Please state the actual date (if known, or an estimate if not known) that 
the assets were placed in service. 
Please state the amount of depreciation recovered fi-om customers for 
each asset, through the date the asset was sold. 
Please state how the assets were originally financed (Le. equity, AIAC, 
CIAC, etc.). 

RESPONSE: 

a. The assets were condemned by the Town of Star Valley. 

21 



b. The assets were not replaced because the Company no longer serves the 
customers in those systems. 

c. NARUC accounts, 303, 304, 307, 3 11 ,  320, 330, 331, 333, 334, 335, 
339,346,347 and 348 as represented by attached schedule dated 2012. 

d. Please see the attached schedule. The accounts debited were: Cash, 
Accumulated depreciation of structures and improvements, and 
accumulated amortization of CIAC. On the other side, the accounts 
credited were: Structures and Improvements, CIAC's and Gain on sale 
of disposition. 

e. Please see the attached schedule. 

f. Since August 1996. 

g. Unknown. Various portions of the assets were placed in service dating 
back to the 1960's and at various times since that date. 

h. Please see the attached schedule. 

i. The assets were originally financed through a combination of equity, 
AIAC's and CIAC's. 

22 
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Payson Water Company 
SQV- Detail for Disposition Journal- Accounts & Balances Mapping 
Based o n  M a y  Balances 

t STV DisDosition I 

301 Intangibles 
302 Franchises 
303 Land and Land Rights 

78.93 76.75 
0.00 

5,891.36 4,3 19.70 
304 
305 
307 
308 
309 
3 10 
311 
320 
330 
331 
333 
334 
335 
339 
341 
343 
345 
346 

Structures and Improvements 
Collecting Reservoirs 
Wells and Springs 
Infiltration Galleries & Tunnels 
Supply Mains 
Power Operated Equipment 
Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs 
Transmission & Distribution Mains 
Services 
Meters 
Hydrants 
Other Plant 
Transportation Equipment 
Tools and Work Equipment 
Power Operated Equipment 
Communications Equipment 

83,785.03 
903.78 

97,480.54 

161.14 
2,270.01 
77,104.96 
3,772.84 
97,761.58 

42,902.73 
103.78 

73,244.67 
0.00 
56.37 
816.65 

35,267.30 
1,792.31 
58,120.49 

157,094.13 122,207.44 
29,2 15.3 1 24,362.56 
71,185.76 34,665.48 

196.70 
114,550.52 89,482.30 

0.00 
25.83 3.06 

0.00 
3,308.96 690.35 

418.05 

GRAND TOTALS 745,008.73 488,308.65 
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