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| DIRECT TESTIMONY OF ROBERT L. O'BRIEN
| CITIZENS UTILITIES COMPANY

| DOCKET NOS. W-10324-57-0599 et.al.

| VILLAGES AT DESERY MILLS

Please state your name and business address?
My name is Robert L. O'Brien, my business address is 3 High Ridge Park,

Stamford, Connecticut, 06905,

By whom and in what capacity are you employed?
I am employed by Citizens Utilities Company ("Citizens”) as Vice President
- Strategic Planning and Regulatcry &ffairs for the Public Service Sector

("PSS” or “Sector”).

How long have you baen employed by Citizens?

Since March 19785,

Q.  What are vour dulics and responsibilities?

[ am responsible of the oversight for all strategic planning and regulatory
activities occurring i the PSS, This includes the development of the
Sector's strategc plan and the conrdination of all budget, forecasting and
regulatory functions. In addition, 1 represent the Sector’s in key corporate
activitiew and partic pate in other sorporate functions as requested. As
part of my regulatury responseibility, [ direct the preparation and
presentation of aospiceaons for genaral revenue increases and cother filings

or special studies representing Cilizens’, or the Sector, on corporate
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matters and specific issues for the Sector and its operating properties. In
addition, 1 prepare special studies, present them to regulatory agencies
and their staffs, and to the extent necessary, provide expert testimony
with respect thereto, i previous positions with Citizens, I also performed

and directed internal audits of varicus company operations and activities.

What has been your education ard professional experience relevant to the
responsibiiities of your current postion?

After attending puliic scheols in MNew York, I received a degree of Bachelor
of Business Administration, major in Accounting, from the University of
Cincinnati. While attending college, and for two years subsequent thereto,
I was emiployed by Benst & Yourng, an international public accounting firm
at its New Yurk office, and achieved the position of senior auditor. In
addition, . Rave been employed in various financial and accounting
positions including that of Contradier, in the communications, education

and printing indusiries

Have yoir presanted testinony bature any regulatory commissions?
Yes. [ haee presen.aa iestimony or testified in over 200 proceedings
before regulatory hodies the states of Arizona, California, Colorado,

Hawai, {daho, Hinois, Indiana, Montana, Nevada, Ohio, Pennsylvania,
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| DIRECT TESTIMONY OF RUBERY L. O'BRYEN
| CITIZENS UTILIVIES COMPANY

| DOCKEY NOS. W-1032A-97-0599 et.al.

| VILLAGES AT DESERT HILLS

Tennessee, Vermont and West Vicginia, These testimonies have
addressed revenues and expenses, various rate base components, and
such other issues, as: current and deferred income taxes, cost of capital
and capial structura, stlowance for funds used during construction, payroll
and compensation, including employee benefits, as well as other typical
operating expenses or investimernis for a utility company. In addition, |
have testified in special regulatory proceedings addressing the acquisitions
and sales of utility rroperties, and such extraordinary issues as changes in

the Federal Thcome Tau rules and disaster recovery issues.

Do you hold eny profossional icenses?

Yes, | am a Certified Public Accountant,

What iy 2he purpcee of your testimany in this proceeding?

My testimony will address Citizers’ position with respect to certain
portions of the Arizong Corpoval ar Commission ("Commission™) Staff's
("Staff’) reconvnendaticn fur approval of the certificate of convenience
and necessity ("CON"Y and initia! rates and charges for the Villages at

Desert s proe (TVilleges™).
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What areas will your testimony address?
I will clarify Citizens' position with respect to the amount of the capacity
reservation charge ("CRC”) that (itizens” Water Resources Company of
Arizong {'Treat(o ) winl charge buliders at the Villages, a project of Del
Webb Corporation ("Webb”) 1 will also respond to the Staff's
recomrnendation relaling to Citizens” proposal to commence amortization
of one-half of the tUne extansion agreemant ("LXA") amounts received by
Citizens” Water Services Corrpany of Aricona {"DistCo”) from builders, as
a contribution-iead-ofconstruction CCIACY) in the year following the

receipt of the LA amounts.

What is the Company’s understancing of the CRC amount to be charged
by Trestl s o builgers?

Based ot our discussons with €0a'f and members of the Residential
Utitity Consumers Office ("RUCETY, Citizens believes that all parties agree
that the CRC to be charged by TreatCo is $765 per equivalent residential
unit (PERUY par service, This represents a total, combined charge of
21,530 for cach BEF U connectad Lo the DistCo facilities. This represents
an incresse ower U ampun of ths CRC that was included in the
agreements between Citizens and Webb parties as described in the Staff

Report, and that vwas ntended to provide sufficient revenue to maintain
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| VILLAGES AT DESERY HILLS

the ave age monthly r::mi,s*ge per customer of $70.00. An average
customer is defined in the projections as a customer with a 5/8” x 3"
meter who uses 12,000 gallons of water monthly and provides 7,000
gallons of wastewater to be treatad. The calculation of the $70.00

monthly charge s shown on Schadule “B” attached.

Why did Citizens a0 Webb partios agree to increase the amount of the
CR(C?

The parties agresd w0 increass the amount of the CRC to address certain
issues raised by the Staff during the discussion of the CCN application.
These inciuded the elimination of the deferral of depreciation expense on
the infrastructure avestinent and the elimination of a rate of return
differential for TreatCo., The Wesb parties, in order to retain the $70.00
per mornth aversge ragidential cuctomer bill, were prepared to increase
the initial RO frorm tiie $1.000 >av ERU stated in the agreement
betweaen the parties Lo the $1,534) used in the most recent data

submissions to Stall
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Did Staff agree that the charge for the average monthly residential
customer should be $70.007
No. It was my understanding that Staff reserved the right to make rate

recommendations tnat might be different than Citizens’ proposal.

Is it also your undarstanding that Staff agreed there was a reiationship
between the montnly customer rates and the CRC proposed by Citizens?
Yes. I believe thot Stafl undersinod that, under Citizens' proposal and its
agreement with Wahh parties, thera was a relationship between the
monthly charges to customers end the CRC to be charged to the builders.
Since Loth represonted revenue sources, if one increased the other must

decrease Lo proviga a cornparabie earnings lave! for Citizens.

Does the Suaff recuvnmerndadon of a total monthly residential bill of
$78.00 cause concern to Jitizers?

Yes, it does. One of the wignificant factors in the agreement between
Citizens gnd Webl parties was an average monthly charge to residential
customers of $70.00 for water o na wastewater service. This is

derornstrated by tae fact hat although Jitizens and Webb parties made

significan: concassions in their Lygreement to eliminate differences
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1 E between Citizens, Staff and RUCO, the $70.00 monthly charge was an

é b item with Citizens and Webb pariies that remained firm.
&j{ :3
)

Q. What impact will tne Commission’s acceptance of the $78.00 monthly

revenue requirernent for a singi2 family residential customer have on the

oy AN &

Citizens/Webb agreament?

T

7 1A, Inthe aven: that the Comwmussion adopte the Staff recommendation of

o

$78.00, Citizens and Wehb partizs will have to reassess the economic

9 pargmerces of the anire ransacion, including the customer additions
- 10 and the level of refunds for the  Xte,

11
12 1 Q. Whatis Citizens’ recommendativs for rates in this proceeding?

13 1 A, Citizens vecommends that the Commission approve a rate of $765 per

ERU per service coanaction (o tha DistCo system (a total of $1,530 per

ERU connecad w¢ e systern) and Citizens’ proposed rates which provide

16 § for an average $70.00 per month charge for water and wastewater
17 service to residential custornars i the vilages with a 5/8” x %" meter,

18 | basicaily o single fomily residenta customer,
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If the Commission adopts the Siaff recommended rates, which would
result in a $78.00 monthly charge for the single-family residential
customer, should the Commission also approve the $1,530 CRC per ERU
from the puiiders?

No, it should not. The increase 1 the CRC from the $1,000 per ERU

contained in the contract to the 51,530 in the latest proposal made by

Citizens and Webb was made to nrovide additional revenues to offset the

expanse caused by the elimination of the deferral of depreciation. The
$1.5370 per 2RU ampunt was established to maintain the monthly single
family residential charge at $70. If the Staff proposal is adopted, the

CRC must be reduces by $130 0 a charge of $1,400 per ERU,

What is the effect of adopting retes that provide both the $78 monthly
charge fur & single farmily residential customer and the $1,530 per ERU?
Citizens” carnings would increase, since the $1,530 charge was not
correspondingly reduced to offs: the additional revenues that will result

from the %8 higher vate for the single family residential service.
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What are the differences in retes between Citizens’ and Staff's
recommendations for a residential customer with a 5/8" x 3”7 meter?
The only difference i in the monthly charge for water and wastewater
service. As showe on Schedule "AY, attached hereto, the Staff is
recommending that the minimurn monthly customer charge be $20.00
for water service und $20.00 for wastewater service, The Company is
recommending a rmonthly customer charge of $16.00 for each service.
Both the Staff and Citlzens are using a $2.00 per thousand gallon charge
for water service 1nd for the treatment of each of the first 7,000 gailons

of wastewaler,

As shown on Schegule 37 attached, the Staff's total monthly bill for an
average single family residential customar is $78. Citizens’ total monthly
bill, uncer the sams assumgptions is $70. The $8 per month difference

creates a significant concern for Citizens and Webb parties.

What is the purpoie of the CROY

x

The CR.O was designaed 1 providge funds frorn builders to offset the

revenuo reguiremsnt tor the infrastrycture investment required to serve

the custormers at the Villages.

I 5 T
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Q.

A,

Are you requesting Commission approval for the CRC?

Yes, we are. The CRC is a charge that will be collected from the builders
and will be accounted for as revenues by TreatCo. Since the Staff is not
recomimanuing augroval of the contract between The Villages at Desert
Hills, Inc. and Citizens, Citizens beligves it is necessary for the

Commission to approve the rates chargad for the CRC just as the

Commission approves all rates charged Dy a regulated utility. Without

separate approval, there would be ne Commission approved basis for the

chargss.,

Have the armounts to be charged as TRC been included as revenues by
TreatCo in the projections used ¢ sctablish initial rates in this
proceeding?

Yes, they have, Doth Citizers and Staff have used the CRC revenues to

establish the Initial rates for TreatCo,

Have vou discusse S s issus with Sieff since the issuance of the Staff

Report?

Yeo, | iwive.
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Q. What is your understanding of Staff's position on this issue?

i A, It is my understanding, that Stafl does not object to Commission

approval of a CRC covering both water and wastewater services in this

proceeding.

! Q. Referring now to the issue of araortization of a portion of the LXA

advances made by the builders, plesse briefly describe the difference
between (itizens and Steff.

A, In deveinping the oronosed nitial rates for DistCo, Citizens amortized, as
a contribution-in-aid of constructior, 50 percent of the LXA advanced by
the buildar, beginning in the yeur of receipt of the LXA advance,
attempling to reduce the revenus recutrament for DistCo’s customers.
The Staft’s initiat rates do not inciude such amortization of the LXA
advance ot the beohining of the advance; rather, they follow the
Commission’s traditional LXA policy which delays the amortization until

the expiration of the LA refung orovisions.,

*
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DOCKET NOS. W-10324-97-04599 at.al,
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‘Have you preparad a schedule showing the impact on revenue

Why does Citizens request the Commission to approve a change in its
LXA policy regarding amortization of LXA advances in setting initial rates
in this proceeding”?

Citizens beligves, in this instance, a change in this policy is warranted
because it produces & lower revenus requirement and therefore lower

initial and future rates Lo customers,

reguiremant folicwing the Camniissi m"i LXA policy and the change
recommended by Citizens for this TUN proceeding?

Yes, | have. Attachead to my tescimony are two schedules, Schedule "C”
which shows the revenue requirement following the Commission’s
exiaﬁtziﬁgz L¥A policy and Schedule "D7 which shows the revenue

requirerent impdat Caliowing the Company’s recommendation,

Please dascrite Soredule "C7.

Schedule shows the effecs o & $100,000 LXA with a 20-year
depreciapde ife ard an estimated totar refund that equals 50 percent of
the origral LG by vear 100 As ndicated thereon, the depreciation
expense refiects 100 parcens of the utility plant, included in setting the

revenus requirerent {line 129, with the cumulative effect used to reduce
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rate base (line 2}. The amortizetion of the CIAC begins in year 11 (line
13} at a rate that will achieve full amortization at the same time the
original plant is fully depreciated. As shown on line 9, the depreciation of
the total plant investment produces a negative rate base, thereby
reducing the revenue requirement for that component. However, as
shown on line 14, whan the dep aciation expense is included as an
element of the revenue requirernent, which is consistent with the use of
accumulatad depreciation as an offset to rate base, the total revenue

requiraman: is over $4,000 in each year through year 10.

Please describe Schagule "D,

Schedule "D" shoas the gnnual cevenue requirement if 50 percent of the
LXA advance is treated as a CIAL {rom the beginning., There is no impact
on the slaa, accuaulater dearosigtion or net plant as compared with the
scenario on Scheduie €. The builders’ advance is reduced from $100,000
to $50,000 and the CAC is incraased from $0 to $50,000. This still
reflacie the totel anount of the 8 provided by the builder, with no
effect on the actuct amnount o 02 refunded. Since that amount is
computed Lased oo e rovanue feorn the custorners, it is the same
under ot examples, The only change affecting rate base is that the

CIAC amortization baging in year 1 instead of year 11. This, as shown on

- 13




w

10

12 |
13 |

14

15

16

17 |
18 |
19 |

~ o B W N

| DIRECY TESTIMONY OF ROBERY L. O'BRIEN
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fine 8, increases the rate base by $2,500 per year and therefore
increases the revenue requirement from the rate base. However, as
shown on line 13, the amortization of the CIAC offsets depreciation

expensa, thereby producing a reduced revenue requirement in the

 aggregate.

Is it regsonable to assume at 50 percent of the LXA amount will not be
refunced?

Yes, itis. In my experience with LYAS with refund provisions based on
customer revenues, normal customer growth and a ten-year term, the
normal amcunt of an LXA refurced is anywhere from 30 percent to 60
percent. Using a B0 percant level is within & reasconable range of what

will evendually represent a CIAC,

Have you shown a comparison ¢F the revenue requirement from each
methog?

Yes, | have, Referning to Schoedule "7, line 16, the comparison shows
that the revenue reouirement foom the Citizens’ recommendation is

approxunately £2,000 lower in the first year and remains lower until year

T
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1] 6. Moreover, the cumulative revenue requirement is lower under

2 Citizens” propesal until year 11, This relationship is even greater when
3 considered on a net present value basis.
z 4l

To what may this difference be attributed?

A, Under the existing LXA policy covering the amortization of unrefunded

= O

advances, customers are charged for depreciation on the gross plant

investment from the date of source, but do not receive any benefits of

W

the amortization untii after the expiration of the LXA’s refund provisions.
10 Citizens und Webt have propose:d to accelerate this customer benefit by

11§ limiting the amount of tha LXA rafund to 50 percent.

12
!
13 % Q. What s your andesstanding of the Staff's position recommending that the

14 existing LAA provizians aot be changed in this CON proceeding?

15 4 A, As T understand it, Staff does no: believe that a CON proceeding is the

16 right forum for making o deternnation thao the existing LXA procedures
17 . should be changed.
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Why does Citizens think that this issue should be decided by the
Commission in this proceeding and not in Citizens’ first rate case?

The CCN proceeding is establishing initial rates which, under the Staff
proposal, would heve o be higher Lo provide for increased revenue
requirements during the initial project years. Citizens and Webb believe
that it is reasonatie for the Cormmission to decide in this case to avoid
putting increased oressure on castomers rates which, under Citizens’
proposal are establishaed at $70 per month for water and wastewater
service for an gverage residentizl customer with a 5/8” x 34" meter. The
$70 per ronth charge is, in the opinion of Citizens and Webb, at the
upper limit of the scceptable recuirement for a single family residential
charge within the Phcenix Matropoiitan areg. [t is also significantly
greater than the existing ratas of aimost ali water and wastewater

e gt P P T e e B
gtiiities i the state,

What is the comperable revenus level recommended by the Staff?

Staff proposed rer s celiacting on average rate of $78.00.

{s there another suurce for this revenue requirement?
The only other source would be an increase in the CRC paid by the

developer.
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Should the Commission consider increasing the CRC instead of increasing
the customer’s rates?

No, it should not. The developer 1s already making a substantial
commitmert in this development to provige seérvice to customers. In

addition, with respect to the $1,530 CRU and the 50 percent of the LXA

is receiving no return on the amount of the infrastructure advanced until
refunds are paid by TrealCo or DistCo, Such advances are used to

reduce race base and are a signiicant part of keeping initial rates low.

Please summarize Citizens’ recunsts,

First, Citizens roguests that the Commigsion approve a CRC in the
amoun: of 765 per ERU for water and $ 764 per ERU for wastewater
service o oe charped by TreatC s to tullders at the Villages. In addition,
Citizens requasts that the Comrmission suthorize DistCo to record 50
percent of the amounts receives fram buliders under LXA as CIAC when
receivac and armo-tive tne CIAC over the average service life of the plant
to which they relata, neginning vith the year during which the advance is

received. Finally, Clizens requests that the minimum monthly charge for

17
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| water and wastewater service for a 5/8” x %" meter be established at
$16 per month per service as recommended by Citizens and not at the

$20 level proposed by Staff.

1 Q. Does that compiete your testimony at this time.

4 A, Yes, it does.
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Please state your name and busmess address.
My name is Ray L. lones. My business address is Citizens Water

Resources, 15626 North Dei Webb Boulevard, Sun City, Arizona 85354,

By whom and in what capacity are you employed?
1 am employed by Citizens Utilities Company ("Citizens”) and subsidiaries
as Engineering and Dievelopmert Services Manager for the Citizens Wataer

Resources ("CWR") cperations in Arizona.

Please describe the CWE operations in Arizona.

In Arizonia, CWR provides water and/or wastewater service to customers
in Mohave, Maricopa and Santa Cruz Counties. These services are
provided through the Agua Fria Water and Mohave Water Divisions of
Citizens and through the following wholly owned subsidiaries of Citizens:
Citizens Public Warks Service Company of Arizona, Havasu Water
Company, Sun City Water Company, Sun City Sewer Company, Sun City

West Utilities Company, Tubac valicy Water Co., Inc.

How loag have you been emploved by Citizens?

I have Deer emiployed by Citizens for over twelve years.

Fy
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Q.
A.

What are your duties and responsibilities?

I am responsible for managing & diverse group of business functions
related to business growth and ongoing technical support of operations.
Specific responsibilities are: 1) managing engineering services, including
the design, perritting, construction and evaluation of all types of water
and wastewater facilities; 2% managing development activity, including
developer contact, Line Extension Agreement negotiation, related
regulatory activity and filings, and tracking and accounting for agreement
activity; 5) marag g water resource related activities, including securing
long-terry weter supplies and compliance with the Arizona Department of
Water Resources rules and reguiatinns; and 4) master planning, including
projeciing growth and system domands, developing water and

wastewater system master pans, and long-term water resource plans.

What i your relevarn educetion, trainng and experience relating to the
work you are doiny’

I attended and graduated from ne University of Kansas with a Bachelor
of Science degree in Civil Engircering. 1 began working at Citizens as a
Civil Engineer. ‘While working at Citizens, 1 attended Arizona State
University and recoivad 3 Master of Business Administration degree. In

1990, I was prometed to my curreént position. I have received training

Fod
§
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_ 1 through attendance at numergus seminars penaining to my areas of
responsibility. 1 have overseen the rapid growth of the CWR water and
wastewater systems. | have also managed numerous studies and
planning efforts peraining to waler and wastewater systems. Further, |
have managed numerous construction projects ranging from treatment

plant expansions and modifications, to source of supply, and pipeline

projects.

Eo R B I T

1 Q. Areyou a member of any profecsional associations?

fwry
<
p -

I am a member of several pirofessionel associations, including the
i1 American Water Works Association, Water Environment Federation,
12 : American Society of Civil Engineers, National Society of Professional
13 Engineers, Arizona Water and Pollution Control Association, American
14 Management Acg priatinn and ot ers.

15

16 . Have you presented testimony bafore any regulatory commissions?
17 A, Yes, [ have preserted testimony or testified in several Certificate of
18 Converience and Necassity and rate making proceedings before the
19 Arizena Corporation Comenission ("Commission”).

20

21

.
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Do you hold any professional licenses?

.
:‘: | A Yes, I am a registered Professional Engineer in Arizona and California.
) 3
4 Q.  Wnatis the purpose of vour testimony in this proceeding?
bt g Al 1 wili present testimony in support of the applications for Certificates of
& | Convermience and Necessity ("CON™Y and related approvals and
7 authorizations for Citizens and its subsidiaries, Citizens Water Resources
8 Company of Arizona ("TreatCo” and Citizens Water Services Company of
9 Arizong {"LastCo")
10

11 1 Q.- What areas will your testimony address?

12 1A T will provide:

13 1. Arn overview ¢f the Villages at Desart Hills ("Villages”) development
14 | plan, including establishing the need for public water and

15 ! wastewater ulility service,

6 f 2. An overview of the water sugpily for the Villages.

17 3. An overview of the water and wastewater system planned for the
18 viliages, mwluding the status of needed regulatory approvais.

19 4, A description of Citizeny” plan for operating the water and

20 waslowater systems at the Villages.

21
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- VILLAGES AT DESERY tILLS

| YILLAGES DEVELOPMENT PLAN
Q.

Please provide a brief description of the location and size of the Villages
development,

The vilages is located pdjacent to Interstate 17, approximately twenty
mites north of downtown Phoenix, between the Desert Hills and Pioneer
Road interchanges, The project consists of 5,661 total acres.
Approxiniately 4,756 acres are oocated east of Interstate 17, the

remaining approximately 905 acres is located west of Interstate 17.

In what politica! jursdiction{s) .5 the Villages located?
The portion of the Villages cast of Interstate 17 is located in
unincorporated Maricops County. The portion of the Villages located

west of Interstate 17 i3 in the Ctv of Phoenix.

Who s the cevaluper of the Villages?
The Villages Is beling developad by The Villages at Desert Hills, Inc. a

subsithery of the Det Webs Corcoration (collectively, "Del Webb”).

Please describe D! welbib's development experience.

Del Webo s the largest gevelopsr and homebuilder in Arizona and one of

the premaer developers i the Country. Del Webb has extensive
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1 experience develoning master planned cornmunities such as the Villages.

Del Webb communities in Arizora include Sun City, Sun City West, Sun

Ciry Grand, Sun City Tucson, The Foothills, and Terrivita. Del Webb

4 currently has nnerations in Arizona, Nevada, California, Texas and North
T Carolina and has purchased lani for development of a Sun City
& | community in the Chicago metropolitan area.
7
8 ' Del Webl s the sudh largesr hamebuiider in the United States. Inits
g fiscal year ended June 20, 13997 it closed 4,320 homes in nine Sun City
10 cormmumties ocates n Arizong, Nevada, Celifornia, Texas and North
11 Cargling, 410 homeas in 3 nen age restricted country ciub community in
North Scottsdale, Arizona and 1,476 nomes through its conventional
13 : %mné«%‘;az;iﬁ%ng division Coventry Homes. At the Villages, Del Webb will
i&% open the groect wilin a conventonal home-building operation which will
15 offer product for the first time ~omebuyer through the second trade up
16 buyer and with a8 non-age restricted country club community, Itis
17 anticipated that anqual cosings i these two communities will average
18 approxernately 700 unis par year,

19

20

.
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Q.

| A,

Please provide a brief description of the planned Villages development.
The Villages is the largest master-planned community development in the
Metropolitan Phoerix area. The Villages' environmentally sensitive land
plan devotes 2,680 acres to resdential development, 611 acres to mixed
use developrnent, and 2,150 acres to open space and recreational uses.
The Villages will include up to 14,500 quality homes which will range

from starter to fuxury homes. Amenities planned for the Villages include

parks, a community center, schnols, a Village Market, and goif courses.

Is additicnal detallad information available describing the Villages
developiment?
Yes, attached as faibit RLI-1 iz & Project Overview prepared by Del

Wb,

Is there o Development Master Plan for the villages?
ves, Dol Webb hays prepared a Devsloprment Master Plan (DMP 94-6)

which has been approved by Mancopa County.

What is the development schedule for the Viliages?

The project is currantly in the esvly stagss of development, Activities

such as planning, rivast ucwure dasign, and surveying are underway. By
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alendar vear-end 1997 the first of the water facilities is expected to be
under construction, and by mid- 1998 most aspects of the Phase |
development are expected to be under construction. The first homes

sates expectes (o occur in esrly to mid 1999,

Is there & public need and necessity for water and wastewater utility

service for the Viliages?

Yes, as previeusly dascribed, the Villages is currently under development

by Del Wenb, one of the pramie developers of master planned
communities in the United States, 1t is imperative that Certificates of
Converienca and Hecessily D2 Gsuad as so0n as practical so that

developmaent of tha Villages can proceed as planned.

Are Treatlo and DistCo Bt and proger entities to provide water and
wastewater urilivy service to the Vitleges?

Yes, thase wholly Coned subsid ar ex of Citizens Utilities Company are
financially able amd bave the neczssary expertise and resources to
provide the servicas and have enterad into the necessary contract with

Deil We il o provion the services, Ng other Public Service Corporation or

rouniCipaily is providing service o the Villages, and no other Public
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Service Corporetion has Certificates of Convenience and Necessity to

provide services to the Villages.

Do TrearCo and DrstCo have the necessary authorizations required under

-~ Arizona Revised Statute §40-282 to install facilities in the public rights-

of-way planned for the Villages”

DistCo and TreatCo are making sirmultaneous application to Maricopa
County and the City of Phoenix for the necessary authorizations. Within
the nest few months TrestCo and DistCo expect to obtain a Franchise
from Mavitopa County and to enter into an Operating Agreement with the

City of Fhoenix,

Will the Franchise and the Operating Agraement satisfy TreatCo and
DistTo s vequirermin e unter Arizuna Revised Statute §40-282?

Yeasg, they will,

Are TreatCo and DistCo in good standing with the Commission?

Yes, thay re.
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2 : 0 What is the planned source of water supply for the Villages?
Z 3 A, The primary source of water for the project is a 100-year lease ("Ak-Chin
4 Lease™) for 10,000 acre-feet per year of Colorado River water between
i 5 Del Webb, the Ak-Chin Indian Community, and the United States of
6 America, The Agreemert for the Villages at Desert Hills
7 Water; Wastewater Infrastructura Agreerment (“Agreement”) assures the
8 supply of 7,500 acre-feet of that water ("Ak~-Chin water”) to TreatCo for
9 treatment and sale o DistCo ard other customers. Also, during the
10 initial development of the Villages, Del Webb will use groundwater for
11 | construction purposes.
12

13 1 Q. Is groundwater use at the Villages limited?

14 | A, Yes, as a stipulation to approva of the master plan for the Villages, Del

15 ¢ Webb agreed to limit grounciwaier use to the amount needed to

16 construct the water and wastewater treatment facilities and the main
17 water delivery pipeline plus an additional 150 acre-feet for other initial
18 construction ang certain public uses. Additionally, assured water supply
19 requirements reguire water for sew developments to be renewable

20 supplies.

21
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1 1Q. Will westewater effluent be reused at the Viilages?

2 1A, Yes, all non-potable water demands will be first met with treated

3 effluent. Any remaining dermands will be met with untreated Ak-Chin
4 water. Any excess effiuent not needed for irrigation will be recharged
5 - into the underground aquifer,
LA

7 1Q. Is the Ak-Chin water a rellable cupply?

8 | A Yes, toe AK-Chin water will be delivared by the United States through the

g Central Arizona Droject (VCAP™Y. Further the Ak-Chin water has the
10 highest priority of all water delivered throvgh the CAP, making it
11 extremely reliable in times of drought.

12

13 1 Q. Is a detailed suvmary of Ak-Chin water history, priority and terms of

14 fsase pveliable”

15 A, Yes, arn A-Chin Nater Sumonary is provided as Attachment 11 to the

16 | Application. This sumimary desaribes in detail, the history and priority
17 nature of the Al-Chin Weater., Further, the Ak-Chin Lease is included in
18 the Apcication as Exribt G 1o bos Agreement.
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Where will the ak-Chin water be celivered to TreatCo?
The Ak-Chin Water will b2 defivered to TreatCo at a turnout to be
constructed on the Waddell cansl approximately 2.5 miles south of Lake

Pleasant

Describe the Waddell Canal’s function in the CAP system?

The Waddell canal is a two-way Tuw canal used to transport water to and
from Lake Pleasart and the maily CAP canal. During the winter season,
water o raken from the main canal and transported northerly through the
Waddel canal to fill Lake Pleasant. During the summer season, water is
releassd rom Lake Pleas ot and trensparted through the Waddell canal

to the main canal for delvery to dowrnstieam users,

Is tnere any adventage o having thoe deidvery point for Ak-Chin water on
the Waduell canal?

Yes, s the fc-Chin waler o vary pont is on the Waddell canal, water
delvercs are not affeces by & sirgle fadure in the CAP system, making
the supply very reliahie, Regardiess of the season, if a canal failure

occulied betwer e deovery poind and Lake Pleasant, water would be

dabvercd from the main canal. IF a canal failure occurred between the
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delivery soint and the main cansl or upstream on the main canal, water

would be deliverad from Lake Peasant.

WATER ANL (WASYAWAYTER SYSTEM INFRASTRUCTURE

Please summarize the plennad water and wastewater system
infraswasture 1o the Villages?

The Villages will be served by & completely self-contained water and
wastewater system to be coastrocted spacifically to serve the project.
The syoroan wit conse o7 seyan gepirats comporents owned by two
separaty entities. Trogtlo will owe and operate the off-site raw water
supply svstem, the water restrment facliity, the wastewater treatment
faclity, the backuone waier dishibution and wastewater collection
systems. and the effluent rause sl gri-site raw water system. DistCo
witl ove, ond op e ate e oo site wadker dostribution system and the on-
site wasiewater collection systent. Through these systems all of the
potab e and irrigation waoer requiraments and the wastewater

reguremnients of the Vitleges witl e met.

Briofy o6 senibe the oflest e rgw wonss supply system,

A canar wrnoul, surasne station, and an approximately 9-mile, 30-inch

Cigrneter ductile ror pigeling wo be constructed to bring water from the
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1 Waddell canal to the walter treatment campus located on the project site.

2 Raw water will be stored on-site in two 2-million galion reservoirs. A
; 3 groundwater recharge and recovery system is being investigated to allow
P storage of surface water and effiuent underground for use during peak
o5 dermands or times of shortage,

What measures are Laing taker to insura that the supply of raw water to

o
©

8 the project is reliabis?

g 1A, Firet, trhe pump ng stetion and row water pipeline are being designed with
10 rebability in mind, For e: anple, the purnping station will have redundant
11 pumps and a backup generator. The pipeling is being constructed of
12 ductile on pipe o incugre maddmum raliability and ease of repair. Pipe
13 Cand reauired fittings will be stocked in case emergency repairs are
14 recuired. Al ruer 2o vtk croasings are designed to withstand a 100-
15 vear flood evenl. Additicngly, foor milttion gallons of raw water storage
16 is proviced at the treatmen? plant w2 i addition to the 7.5-million
17 gallens of treatod watar JIorage
18

#




1 DIRECT TESTIMONY OF RAY L. JONES

| CITIZENS UTILITIES COMPANY

| DOCKET NOS. W-010324-97-058% et.al.

| VILLAGES AT DESERT HILLS

1 1 Q. Isthere a potential for 2 long-term failure of the raw water supply
o2 system?
3 | A Due to the design of the system a long-term failure is extremely unlikely.
o4 However, in the evenr of major flood event, the pipeline could be

5 damaged and rendered inoperabie for a period of up to a few weeks.

7 1 Q. What s being done to address this contingency?

8 1A Astudy of the subsurface hydrology to determine the possibility of

9 operaling recovery wolls is underway. This study will determine the
10 feasibil.oy of storing excess effivant and raw Ak-Chin water underground
11 for later recovery. The study is comprehensive in scope and includes
12 production well instadativs and fuil-scale test pumping. If recovery is
13 proven o be feasible, a recovery waell field will be installed to provide
14 source of water cLray bnes whaen the raw water supply system is out of
15 service for extended periods.

17 1 Q. Would <he recovery wells be used for any other purpose?

18 | A Yeg, thay wouls Lhely be used Lo supply a portion of the peak demand

19 during e sureimes unthis, radoacing the required capacity of the water

20 treatment facility,
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A.

VILLAGES AT DESERY HILLS

When is the status of the hydrotogical study and when is it expected to
be completed?

The initial phases of the study are complete. Drilling and analyzing of
tect wet and other data has indicated that recovery wells are likely
feasible. Work is proceeding wilh instaliation and testing of a full-scale

proguciion well. The study is expected to be complete by January 1998,

What other opticns are avallable L6 provide a back-up water supply if
recovary wells aro ot fensibley
Other gptions inciude additiona. storage of raw Ak-Chin water on-site and

interconnaction with the City of Phoenix water system.

Briafly describe the voater and v asteviater treatment facilities?

The watsr and waitowats treatmant facilities will be constructed on a
comracn Water Compus site that will aleo include raw water storage,
finished water storage, and suning and effluent storage and pumping.
The Water Campus will irclude cornmoen support buildings, which include
an Administration 3uiaing (Offias, Control Room, Laboratory, etc.) and
a Maulenance Jul g {Gacage and Warehousing). The water treatment

facil by w5 being designed (o prodace water that meets or exceeds all

reguislary requircrmants Sor drinking waler, The water treatment facility
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is expectad to inchude the followirng major unit processes: Preoxidation
for Iron/Manganese removal, Granular or Powdered activated carbon for
taste and odor control, Microfiltration or ultrafiltration membrane
filtration, ang Dsinfection, The wastewater treatment facility is being
designed to provide tertiary treetrent for the wastewater flow from the
Villages, The water reatment fucilivy is expected to include the following
major unt processas: Influent pumping, screening, secondary treatment
utitizing an activated sludge procass, secondary effluent filtration for

tertiary treatment, ord disinfection,

1 Q. Briefly describe the backbonms weltor gistribution and wastewater

collection systems.

A. Potable water will be provided through an integrated system of two
booster stations, a cembination of ground and elevated storage, and an
extensive piping retwork, providing service to four pressure zones. The
wastewalar collechon gyeient wil spdrate primarily by gravity using a
netwiors of rurk sewers to collect Mows from subdivisions and

commarcial propetian, Dus to carain Pmitations, two small areas will be

prrint B BBl o3 mbionon cose sl Bregesgs ol m g
L8 Uy W ostetion andd force rran,
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Briefly describe the effluent reuse and on-site raw water system,

Treated effluent and raw water will be delivered to individual turf
irrigators and other large landscape uses through an integrated system
of reservor storags, booster stations, and two extensive piping
networks. One network is exclusively for use by the golf courses and the
communily lake, wnich must use treated effluent as a primary water
supply. The other network will ©arve other users {schools grounds, parks
and rights-of-way) wiich do not require treated effluent as a primary

source of water suonly.

How are the varicus water and wastewater facilities being constructed?
Whenever possible, water ard v astewater fecilities are being constructed
in phases, in erder b2 orovide cost ¢ffective service to the Villages. To
tfw grestest extert possible faciities are being added incrementally as

demand increases,

Please summarize the slatus of ~aquired requlatory approvals.

The reguiatory review process io wrivierway with both the Maricopa
Counrty Znvironmental Services Dezartment ("MCESD”) and the Arizona
Department of Environmental Quality ("ADEQ”). ADEQ has primary

resoonsibility for Lhe "envircamental” nermits including the Aquifer
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i Protection Permil and wastewater Reuse Permit. MCESD has primary
; 2 responsibility for the review of raster plans, design reports and facility
3 construction plans and spacificat ong.  Additionally, before the property
4 cart be subdividea, a Certificate of Assured Water Supply or Designation
5 ; - of Assured Water Supply must e gbtained from the Arizona Department
& of Water Resourses (TADWRY
7
8 Del Webt nas submitted 20 app nation for an fquifer Protection Permit
9 - and a wastewatsr Reuse Permit o ADEQ. These applications are
10 currantly under review. The apnications will be amended to replace Del
| 11 : Webb with Trea:Cu au the applicant. ADEQ is expected to issue the
12 Aquifer Protection Permit and the wastewater Reuse Permit by July of
13 1998, Tre draft master pans foo the water disiribution, wastewater
14 coliectiv, and ¢flnent reuse sysiens have been submitted to MCESD
15 and are ourrently urdar reviawe Thae final master plans are nearly
16 cornple e and w it be sulrittad oo MCESD in December 1997. Del Webb
7 submittizg an appicotion for o Cortifeate of Assured Water Supply for
18 Phase La. of the prodect on Mavernser 8, 1997, Approval is expected in
19 migd 1600
20
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Q. Is a detailed description of the various components of the water and

1
: 2 wastewater supply system availzhble?

3 1A Yes, a detaited description of the water, wastewater, and effluent reuse

4 systems, incluging the status of the requlatory approvals is provided as
5 | Attachiment 6 to the Application.
&
7 | CATIZENS' PLAN OF CPERATION
8 1 Q. Howwill Treatlo ang DistCo be operated and managed?
g TreatCo and Disvln witt be operated and managed as a part of the CWR
10 operations in Arizona. Initisily, “he existing CWR Arizona workforce will
11 , provide &li aﬁéfzm‘:%stars and managament for the TreatCo and DistCo
12 | cperatons ot the o zes. Le the operations of TreatCo and DistCo
13 grow, ceriain funcions, such as apoeration of the treatment facilities will
14 be performed by CWR Asizora sinployess primarily dedicated to TreatCo
15 Cand DistCo operations. Toe corrinan workforce will continue to be
16 | housed at the exasting Sun City and Surprise offices. DistCo and TreatCo
17 will rewue access aag ase of 4if of the common equipment and resources
18 | avavable o othe VR Anzong sperations.,
19
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Q.

Why was this plar of operation se ected?

Throuoh the use of common resturces and personnel the TreatCo and
Distlo operations wifl have access to resources and expertise which
otherwiss would nor he available, Additionally, TreatCo and DistCo will
enioy economies of scate associuted with the large CWR Arizona

operaton, provicang the most cost efficient operation.,

How veill 2osts be charged to Tregle and DistCo?

All chrges will b covsiersnt wity existing practices used by CWR Arizona
arvd approved by e Doemmission. Labor supplied to TreatCo and DistCo
wili e darect cnavged oy the ngivicuals working for TreatCo and DistCo.

Commuon capital costs and administrative costs will be allocated to

TreatCo andd DistCy in accondance approved aliocation models.

Doss tois concaude vour test ooy et Lhis time?

Yeu, & oues,




