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I.

Ql:

Al:

Q2:

A2:

Q3:

A3:

INTRODUCTION:

Please state your name, occupation, and business address.

My name is Robert T. Hardcastle. I am an owner and President of Brooke
Utilities, Inc. (“Brooke”) and Managing Member of Brooke Resources, LLC
owner of Circle City Water Company LLC (“CCWCo”). My business
address is 3101 State St., Bakersfield, CA 93308.

Briefly describe your responsibilities as President of Brooke Utilities,

Inc. and Managing Member of Brooke Resources, LLC.

I am responsible for the financial, managerial, administrative, operational,
and regulatory compliance and performance of Brooke Ultilities, Inc. and

two subsidiary Arizona public service companies.

Please describe your educational background and professional

experience.

I received a Bachelor of Arts degree in economics from University of
California, Los Angeles in 1976; a Master’s degree in business finance from
The Drucker School, Claremont Graduate University in 1984; I have
completed numerous post-graduate classes and credits at the University of
California, Berkley (2006-2009) in international environmental regulation;
and, attended law school from 1992-1994 at the California Pacific School of

Law.

I have operated in my current capacity and primary responsibilities for
Brooke Utilities, Inc. and its related companies, numerous subsidiaries and
affiliates continuously since October 1995 in Arizona. I also operate as an

officer for two international subsidiaries which I co-founded with colleagues
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IL.

Q4.

A4:

Qs:

from our corporate parent. I regularly attend various water utility industry
conferences and educational programs and successfully graduated from the
National Association of Regulatory Commissioners (“NARUC”) rate school
twice in 1999 and 2005. Since 1995 I have been closely involved in no less
than seven rate applications of Class B, C, and D water utilities and testified

at regulation hearings and proceedings on numerous occasions.

PURPOSE OF TESTIMONY

What is the nature and scope of your testimony?

I am testifying as the primary officer representing CCWCo in Docket W-
03510A-13-0397 and prepared the Application for Deletion of the
Certificate of Convenience and Necessity (“CC&N”), which is the subject of
this proceeding, and responded to the various pleadings related to that
Docket including the recently filed Response to the Motion to Dismiss. I
also prepared the Application for Extension of the CC&N in related Dockets
W-03510A-05-0146 and W-03510A-05-0145 in 2005. I have been closely
involved with all the parties in this proceeding for many years and wrote or

co-wrote most of the documents related thereto.

Please summarize your position as it relates to CCWCo and the Lake

Pleasant 5000 Project (the “Project”).

In late 2004 I responded to inquiries from representatives at Harvard
Investment Inc. (“Harvard”) concerning their interest in developing a large
project near our CCWCo water system located in northwest Maricopa
County. Our discussions and efforts culminated in an Application to extend
CCWCo’s CC&N approximately five miles north to encompass the Project.

Ultimately, the Arizona Corporation Commission (“ACC or Commission”)

W-03510A-13-0397 Page 3
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approved the Application and issued Decision No. 68246 dated October 25,
2005. Although CCWCo was a small water utility company serving about
170 customers at the time, Harvard assured CCWCo and the Commission of
its intent to immediately develop the Project and service its prospective
10,000 new customers. CCWCo regarded the Project as an opportunity to
better serve its existing customers and, at the same time, extend its business
interests on a larger scale. At the time CCWCo argued forcefully against the
additionally imposed ACC condition that “positive impact” of the existing
customers must be proven in its next rate case. CCWCo desperately needed
rate relief since customer rates had not been modified since 1988'. The ACC
“positive impact” condition presumed that rate relief would be forthcoming
to CCWCo as soon as the Project was under way and interconnection
facilities between the new and existing water system could be proven to
provide a supply, storage, and infrastructure redundancy to its existing
customers. CCWCo was unsuccessful in arguing against the “positive
impact” condition with the ACC and, today, still suffers from the imposition
of that condition. Much to the surprise of all the parties Harvard never
developed the Project. Whether Harvard ever really intended to develop the
Project, or not, is unknown. Hopefully, some light will be shed on that
question in this proceeding. After no contact, status update, or other
communication from Harvard for nearly eight years, CCWCo engaged
Harvard in April 2013 as to the status of the Project. Harvard explained to
CCWCo that the Project was no longer viable, little work had been done on
the Project, no construction of Project facilities had been started, and that it
could not determine whether the Project would ever be developed or not.

Harvard indicated that it had not yet even developed a construction schedule

1

See Exhibit 6, Staff Report dated June 28, 2005, at page 1, second paragraph
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for the Project. Harvard agreed with CCWCo that the Project needed to be
unwound and terminated immediately and volunteered to support this effort
by paying for as much as half of the legal, engineering, and other expenses
related to such an unwinding. Harvard is the controlling owner of the Project
and CCWCo had no reason to believe that Harvard could not make this
decision. As a consequence of that meeting CCWCo engaged counsel and
professional engineering staff to begin termination of the Project. Four
months later, Harvard informed CCWCo that its non-controlling partner in

the Project, heretofore completely unknown and undisclosed to CCWCo,

determined the Project was viable. Harvard reasserted its demand for water
service for the Project under the previously made arrangements. The parties
tried to negotiate a settlement but those efforts were not successful.
Surprisingly, Harvard also offered to sell the Project to CCWCo which, in

my opinion, suggests its level of confidence in the Project’s viability.

Q6: What has been the impact on CCWCo of Harvard’s failure to develop
the project as the various parties expected in 2005?

A6: The impact on CCWCo has been devastating. The financial impact of this
matter has left CCWCo in a position to question whether it is a fit and proper
entity to ever serve more customers than it currently serves. It is difficult to
imagine how CCWCo could ever fully recover from the impact of the last
ten years.

Q7: What are CCWCo’s annual revenues from water sales and customer
accounts?

A7: Approximately $63,000 per year.

W-03510A-13-0397 Page 5
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Q8:

AR:

Q9:

A9:

QI10:

A10:

Q11:

All:

Ql2:

Al2:

What have been CCWCo’s operating losses during the period since

Decision No. 68246 has been issued?

CCWCo has lost approximately $1,026,000 since the Decision has been

issued.

What extraordinary expenses have been incurred by CCWCo during
this period in support of the Project?

In order to support the Project with the anticipated use of Central Arizona
Project (“CAP”) water from the Central Arizona Water Conservation
District (“CAWCD”), CCWCo has expended approximately $771,000 since
2005. For a small utility with $63,000 in annual revenues such a burden is

insurmountable.

How has CCWCo been able to afford to make such payment to
CAWCD?

Through annual borrowings from CCWCo’s parent companies and equity
partner advances. Without these sources of capital it would have been

impossible for CCWCo to make such payments.
Are capital advances available to CCWCo in the future?

It is not likely. The partners related to Brooke, Brooke Resources, LL.C and
CCWCo are tired of advancing funds for a water source for a Project that

Harvard can’t even tell us whether or not it’s going to be built.

Has Harvard offered to pay for or reimburse CCWCo for CAP water
supply costs related to the Project?

No.

W-03510A-13-0397 Page 6
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Q13: Are the costs of CAP water charges recoverable from customers?
A13: Under the conditions that exist at CCWCo, no.

Q14: Can the aggregate costs of CAP water charges since 2005 be mitigated

in any other way?
Al14: Not to any large extent.

II1. 2013 Discussions with Harvard

Q15: During the period 2005 through mid-2013 did Harvard ever contact you

to discuss the ongoing status of the Project?
: Never.
: Did you engage Harvard in discussions for same?

: Yes. In April 2013 I arranged a meeting at Harvard’s offices in Scottsdale

for the purpose of discussing the status of the Project.
: Who did you meet with?
: Chris Cacheris (“CC”) of Harvard.
: Can you elaborate on the nature of that meeting?

: Yes. CC responded to my inquiry about the Project status by telling me of
the severe economic conditions that prevailed in the general Phoenix area for
the last several years. In some instances these economic circumstances
extended to other areas of the United States as well. Sitting comfortably in
his conference room and using his laser pointer on a wall map CC discussed

some of the various projects that were pending around the metropolitan

Phoenix area and discussed the development status of each. CC explained
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Q19:

Al9:

Q20:

A20:

Q21:

A2l:

that Harvard had several development opportunities at the time but was
“property rich and cash poor” at the moment — they simple didn’t have the
available funds to develop any of the projects under the risk conditions that
existed in the market at that time. This discussion ultimately focused on the
Project. CC explained that metropolitan growth had not encroached
anywhere near the Project area as of yet and he didn’t know that it ever
would. I asked CC for his opinion about the disposition of the Project. He
replied that it was not likely the Project would ever get developed because it
was unviable. He advised that we should cooperate with one another toward
the “unwinding” and termination of the Project. I agreed. Further, CC of
Harvard offered to pay half the costs related to unwinding and terminating

the Project.

Did CC ever reference needing to discuss this matter further with

another Harvard representative?

No. In fact CC was so emphatic with his direction to unwind and terminate
the Project that it left no doubt whatsoever, in my mind, that the course of
action was clear — unwind and terminate the Project and Harvard would pay

half of the costs related thereto.

Did CC ever mention or reference another partner or owner in the

Project?
No.

Did CC ever mention or reference the Maughan estate of Trustees of the

Maughan estate?

Never.
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Q22:
A22:

Q23:

A23:

Q24:

A24:

Q25:

A25:

At that time did you know Harvard had a partner in the Project?
No.
Do you know when Maughan became an owner partner in the Project?

No. I recall CC explaining that there had been some confusion or missed
timing in Harvard taking advantage of various Project options over the years

that defaulted to Maughan’s ownership in the Project.

As of today, do you know the partnership/ownership arrangement
between Harvard and Maughan on either Phase I or Phase II of the

Project?
No.
What happened next?

On or about May 3, 2013 CC of Harvard called myself and later confirmed
in an electronic message (“email”) that further consideration by the Project
partners resulted in a decision to “hold” all further work related to
unwinding or terminating the Project. Harvard explained that a partners
meeting would soon be convened to discuss and confirm its previous
“unwinding” decision and direction. Because some legal and engineering
work had already been started and/or completed”> CCWCo replied with
astonishment at Harvard’s latest instruction. CCWCo advised Harvard that it
was proceeding with the work previously directed by Harvard on the basis

that “the Project was not viable and that unwinding the Project was the only

2

See Exhibit 1, Agreement to Terminate Contractual Relationship
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Q26:

A26:

Q27:

reasonable thing to do”.> Later on August 6, 2013 CCWCo met with
Harvard in their Scottsdale offices at 10:00 a.m. to discuss this matter
further. In attendance was myself, CC, and Craig Krumweide (“CK”) of
Harvard. Harvard explained that a partners meeting had been recently
conducted and that a reverse decision had been made that the Project was
now “viable” as determined by its non-controlling partner. CK explained
that Harvard’s position had not changed but that their partner had raised
objections to Harvard’s directions to unwind the Project. CK indicated that
their current position was that they did not want to unwind or terminate the
Project. I ask both CC and CK how a project goes from being “not viable” to
being “viable” in the short course of four months. They explained that the
non-controlling partner disagreed with their unwinding assessment and

wanted to proceed with the Project.

Did you follow-up that discussion with Harvard with additional

questions?

Yes. I ask CC and CK collectively several questions, including: Are
architects or engineers currently working on Project drawings? They replied
“no”; Have Project entitlements all been completed? They replied, “some
entitlements are complete”; When will Project grading start? They replied
“they didn’t know”; When is the pipeline construction scheduled? They
replied, “they didn’t know”; and, “When will CCWCo be selling water?
They replied, “they didn’t know”.

What else did Harvard say about the Project status?

3

See Exhibit 2, Staff Report (revised), page 3, second paragraph, attachment to Staff’'s Notice of Filing of

Direct Testimony.
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A27:

Q28:

A28:

Q29

A29:

Harvard indicated that is still believes the Project is not viable or may not be
viable for at least ten years. They also said that no construction schedule had
been developed and that there was no plan to develop one. Harvard said they

didn’t know, if ever, CCWCo would be selling water to the Project?
Did you ask Harvard any final questions?

Yes. I ask Harvard to explain that since 2005 CCWCo has been carrying,
without reimbursement, the costs of CAP water [to support] a Project that
was not viable four months ago but is viable now; a Project where no
development schedule exists; and, a Project where we cannot ascertain when
water would be sold. I ask Harvard, “why would CCWCo or any other
business do that?” Harvard replied, “they didn’t know any other business

that would do that”.
What were your conclusions following the meeting?

I was astounded at how such a supposedly sophisticated international
developer could be so badly informed and, seemingly, completely at a loss
to explain the future direction of such a Project. Frankly, I regarded
Harvard’s explanation very warily and with a great deal of doubt. Harvard
wanted to know “why we had our backs up?”. Incredulously, I replied that
we have an asset connected for use to a Project that we have paid nearly
$550,000 since 2005* and we want a return on the ongoing investment or
repayment of our expenses since our relationship with Harvard started. I
explained, further, that we are concerned because we have a valuable asset
for which Harvard is plundering that could be of interest to another party or

another project that is now related to a Project that may remain unviable and

4

The value of CAP M&I Charges paid at the time of the meeting.
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Q30:

A30:

Q31:

A3l:

Q32:

A33:

Q34:

A34:

Q35

for which no current development schedule information is available or has
been developed. Astonished, I reiterated that “and you really want to know

why we have our backs up?”
What happened next?

On July 10, 2013 I received an email from CC in reply to my email of the
day previously reiterating Harvard’s position regarding not wanting to
terminate the Water Facilities Agreement’ (“WFA”) with CCWCo and
responding that a capital call had been made to the Project partners to finally
pay CCWCo’s outstanding legal and engineering invoices related to the

Project. No further reply from me was necessary.
Until this time had Harvard identified its Project partner/ owner?

No. Not until Harvard and Maughan’s filing for Intervention on December

11, 2013 did CCWCo know the identity of the its Project partner.

Does CCWCo know anything of the partnership arrangement between
Harvard and Maughan on Phases I and II of the Project?

Very little. CCWCo does not know the partnership portions, controlling

interests, or other partner/entity members that may be involved.
When was the Application for Deletion of the CC&N filed?
November 19, 2013.

Why did CCWCo file its Application to Delete its CC&N?

5

See Exhibit 3. The WFA was originally dated March 1, 2005.
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A35:

CCWCo had no choice. The Project status changed so rapidly between being
viable and non-viable that it appeared that Harvard did not know as much
about the Project as you would expect some similarly situated person or
entity to know. Maughan was a completely unknown commodity and the
Projects partners’ correspondence and meeting discussions indicated to
CCWCo that they believed they had no reason to be responsible for the
impact felt by CCWCo nor the disservice done to its customers. CCWCo
believes it is not clear whether Harvard ever expects to develop the Project
or, alternatively, wants to retain CCWCo’s water service commitment for

the Project — at CCWCo’s expense. CCWCo cannot let that happen.

IV. The “positive impact” Condition of Decision No. 68246

Q36:

A36:

Q37:

A37:

When was the “positive impact” condition of Decision No. 68246 first

effective?
It was effective when the Decision was issued on October 25, 2005.
What has been the effect or impact of the “positive impact” condition?

The “positive impact” condition has been a disaster. It has practically
rendered CCWCo unable to function and the equity partners of CCWCo
have been severely impacted. In all fairness to Staff, it was never intended to
have such an affect. At the time of the Application for Extension of CC&N it
was clearly stated, and supported by Harvard, that construction would
commence on the Project by late 2005.° CCWCo and Staff expected the
Project to be developed imminently. No party, maybe except Harvard,
expected the project to not even have a construction schedule developed

nearly ten years later. In effect, the absence of a Project developed by

6

See Exhibit 4, page 4, lines 22-24.
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Q38:

A38:

Q39:

A39:

V.

Harvard rendered the “positive impact” condition a murderous blow to
CCWCo because, despite its good faith efforts to maintain a CAP water
supply for the Project, it had no ability to prove a “positive impact” in a rate

case due to a Project that didn’t exist.
Did Harvard favor the “positive impact” condition?

It did. Interestingly enough Harvard did not capitulate its position on the
“positive impact” condition until the filing of its Motion to Dismiss on
August 10, 2015.

Why did Harvard inflict unnecessary additional pain, suffering, and
financial burden into CCWCO because of its opposition to

relinquishment of the “positive impact” condition in the Decision?

That’s a good question without a good answer. I don’t know. Harvard’s
effort at opposing relinquishment of the “positive impact” condition did not
negatively affect their opposition to the balance of the Application. My
experience in dealing with Harvard during the last ten years is that some
decisions are made which can’t be explained, or later are unexplained, or
later are re-explained. In CCWCo’s view, it doesn’t make any sense for
Harvard to oppose relinquishment of the “positive impact” condition of the
Decision - except for further business or legal leverage which caused

CCWCo significant losses, damages, and financial and operational suffering.

The Water Facilities Agreement (“WFA”)

Q40: What is the WFA?

7

See Exhibit 5, page 4, lines 13-19.
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A40:

Q41:
A4L:

Q42:

A42:

Q43:

A43:

Q44:
Ad4:
Q45:
A45:

Q46:

It’s an agreement between a public service corporation and a party seeking
utility service. It provides for the responsibilities of each party to provide
services and the other to advance funds necessary to pay for the services. In

most cases it determines the cost of project improvements.
What is the date of the WFA?
March 1, 2005. That’s more than ten years ago.

Was wastewater service to be provided to the Project by CCWCo as

well?
No. CCWCo only was responsible for providing water service.
Who was to provide wastewater service?

Supposedly, Harvard was arranging for wastewater service to be brought
into the Project. In addition to the other many things that Harvard failed to
provide on this Project, I don’t know whether or not wastewater services

were ever secured.

How much were the on-site Project improvements expected to cost?
Approximately $24 million®.

How much were the off-site Project improvements expected to cost?
Nearly $31 million.’

Can you shed any light on the other administrative, legal, and

engineering costs related to the Project?

8
9

See Exhibit 3, section Il, paragraph 3.
Ibid
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A46: Yes. As provided for in Section II, paragraph 5 of the WFA, Harvard was
obligated to reimburse CCWCo for costs incurred on their behalf. Those

costs totaled, to date, $67,782.61 for which Harvard was always obligated

to pay.

Q47: Did Harvard finally pay these advanced costs?

A47: Yes. Harvard paid these costs in mid-2013, nearly eight years after they
were largely incurred. It is entirely likely that, had the Project actually been
developed, additional administrative costs would be owed by Harvard as

well.

Q48: Why does Harvard seem to argue that CCWCo cashed their check in
payment for these costs only after learning that Harvard wanted to
unwind and terminate the Project and, then later, changed its mind to

unwind and terminate the contract?

A48: It a red herring that Harvard would like the parties and the ACC to focus on
as some sort of wrongdoing by CCWCo. It’s an issue of speculation that I
am hopeful this Hearing will flush out. Clearly the costs were known, were
expected to be paid, and were owed by Harvard. CCWCo didn’t accept
payment for these reimbursed expenses over and above what they incurred

on behalf of Harvard. CCWCo did not mark-up these costs.
Q49: Does the WFA contain a “time is of the essence” provision?
A49: Yes at Section IX, subparagraph 11.

Q50: Who signed the WFA on behalf of Harvard?

A D R O A N T e 2
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A50:

Q51:

AS51:

Q52:

AS52:

Q53:

AS3:

Doug Zuber as a Manager of both Harvard 5K, LLC. and Harvard

Investments, Inc.
Is Doug Zuber affiliated with Harvard?

I don’t think so. I believe Doug Zuber left Harvard sometime after 2005
under rather dubious circumstances. Harvard would be far more

knowledgeable of those circumstances and his whereabouts than I would be.

Throughout your business arrangements with Harvard during 2004 and
2005 were you primarily connected to Doug Zuber as the appropriate

representative of Harvard?
Yes.

What did Doug Zuber explain to you regarding the development nature
of the Project?

Doug Zuber assured me, on numerous occasions, that completion of the
WFA, the Applications, membership in the CAGRD, and the various other
requirements required under the Decision were “imperative” to complete as
quickly as possible. Doug Zuber cautioned me on various occasions that
CCWCo’s delay in the prosecution of any of these requirements would cost
Harvard money every day. Doug Zuber was emphatic — the Project had to be
built as soon as possible and that CCWCo would be serving new customer’s
water by not later than early-2007. On one lunch occasion in early 2006
Doug Zuber suggested that Harvard might be interested in purchasing
CCWCo if it would permit CCWCo to accelerate its pace of preparation for
the Project. As an officer of Harvard who signed the WFA, Doug Zuber left
little doubt in CCWCo’s mind that the intention of the Project was to be
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Q54:

A54:

Q55:

ASS:
VL

Q56:

built immediately and that any significant delays in development would not
be tolerated. On another occasion Doug Zuber counseled me that earlier
completion of the Decision requirements translated to earlier completion of
the “positive impact” condition. I spoke on the telephone and met with Doug
Zuber at his Phoenix or Scottsdale offices on many occasions during that

period of time.

Did you and Doug Zuber ever discuss the burdensome cost of annual

CAP M&I Charges to CCWCo?

Yes. I made it clear to Doug Zuber that CCWCo was of a size and capability
that it could not afford to the pay the burdensome costs of the annual CAP
M&I Charges indeﬁnitely. Doug Zuber assured me that would not be the

case since Harvard expected to develop the Project very quickly.

Are you aware of any law, regulation, ordinance, or rule that would
PREVENT or PROHIBIT Harvard from reimbursing CCWCO for
some or all of its CAP M&I Charges related to the Project?

No. None.

ACC Staff Reports

In the original Staff Report dated June 28, 2005 the Executive
Summary indicates that the Phase I portion of the Project, also known
as Warrick 160, was at that time intended to be a well field for the
Project. In the much later issued Staff Report dated October 17, 2014
the same area is described as “160 acres of land for 78 residential lots”.

Which is it: a well field or a residential area for 78 lots?

10
11

See Exhibit 6, Executive Summary, first paragraph; also see same Exhibit, page 1, third paragraph
See Exhibit 7, page 2, top paragraph
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AS56:

Q57:

AS7:

Q58:

AS58:

Q59:

AS59:

Q60:

A60:

Q61:

I am not sure. The initial purpose of the now-described Warrick 160 Phase 1
area was to be the primary well field for the Project. In the June 28, 2005
Staff Report, Staff determined that the wells in the well field were located in
the same aquifer as the existing CCWCo well and should be of the same
water quality. Sometime during the last ten years it appears that Harvard has

repurposed that area to act as residential lots.
How long have CCWCo’s rates been effective?

CCWCo’s rates were last modified in 1988 under ACC Decision No.
55839.12

What is the average monthly cost of water service for a CCWCo water

customer?

For the period ending July 2015" the average CCWCo water customer paid

$26.51 for service. That rate has not materially changed for 27 years.

According to the Staff Report dated June 28, 2005 what is the aggregate

cost of the Proposed Plant Facilities improvements for the Project?
Approximately $55 million.
How was that sizeable amount going to be financed?

Through advances from the developers and through a Hook-up Fee tariff that

would be charged to newly connected meters on to the water system.

Was CCWCo going to participate in any of the financing related to this

Project?

12
13

See Exhibit 6, page 1, second paragraph
See Exhibit 8, CCWCo internal financial statements for the month of July 2015
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A61:

Q62:

A61:

Q62:

A62:

Q63:

A63:

Q64:
A64:

Q65:

AG65:

No, as provided for in the WFA.

Is the Company and the Project located in an Active Management Area

(“AMA”)?
Yes, CCWCo and the Project are located in the Phoenix AMA.

In Staff Report dated October 17, 2014 is there any reference or
mention of the use of the Phase I Warrick 160 portion of the Project as a

well field, as it is so referenced in the original Staff Report dated June

28, 2005?
No.
With regard to the Application what is Staff’s position?

In the October 17, 2015 Staff Report, Staff has recommended denial of
CCWCo’s Application as it relates to the deletion of the subject CC&N but
has agreed with the Company that elimination, termination, or cancellation

of the “positive impact” condition should be accomplished.
Do you agree with Staff recommendations?

No.

Why not?

CCWCo certainly agrees with Staff’s conclusion and recommendation as it
relates to elimination of the “positive impact” condition. It should be
obvious to everyone that CCWCo is barred from seeking modified rates
because doing so is connected to a project that has not been developed. But
CCWCo adamantly disagrees with Staff that the CC&N should not be
deleted.

W-03510A-13-0397 Page 20
Direct Testimony of Robert T. Hardcastle



Q66:

A66:

What are the criteria that Staff uses to access whether or not an existing

CC&N should be deleted?

According to Staff “the issues in a deletion proceeding relate to whether the
applicant continues to be fit and proper with the financial, managerial, and
technical capabilities to serve the public.”'* CCWCo has been so severely
adversely affected by the “positive impact” condition of the Decision,
because Harvard failed to develop the Project, that its financial resources are
very limited or non-existent; its managerial capability of operating a
company with virtually no financial resources is very low; and, its technical
capabilities are very limited because it can no longer afford to invest in time
saving processing and procedures that would likely bring cost savings to the
Company. In short, the “positive impact” condition of the Decision in
addition to Harvard’s failure to develop the Project has CCWCo barely
capable of adequately serving its existing 182 customers — but, certainly, not
an additional 10,000 new customers, or some portion thereof, as represented
by the Project. Harvard and the ACC have gutted CCWCo’s ability to be a
fit and proper entity to serve the public represented by the Project.

VII. Standards of a “Fit and Proper” Entity

Q67:

A67:

Consequently, when is an entity no longer “fit and proper” to serve the

public?

My docket and legal research into this matter have yielded the conclusion
that the answer to this question is: it depends. The conclusion of “fit and
proper” is made based on the circumstances that exist in the proceeding. It is

a conclusion that is made on a case-by-case basis. What may be applicable

14

See Exhibit 7, October 17, 2014 Staff Report, page 4, sixth paragraph
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Q68:

A68:

Q69:

A69:

Q70:

A70:

in one case may likely not be applicable in the next case. It depends on the

financial resources of the entity and the managerial experience of the

company.

Has the Commission or Staff or any other organization made any
assessment, analysis or performed any tests on CCWCo to determine
whether or not it is a “fit and proper” entity to serve the public on the

Project?

No, and that’s what makes the Staff October 17, 2014 Staff Report
unacceptable. They have formed a conclusion as to the ability of CCWCo to
serve the public, including the 10,000 new customers represented by the
Project, without any analysis or performing any tests upon the capability of
CCWCo to be a “fit and proper” entity. Staff has just assumed that CCWCo
is a “fit and proper” entity capable of serving Harvard’s prospective 10,000

customers at some future time.

Has there been any regulatory proceeding or any docket opened in the
matter of investigating whether or not CCWCo is a “fit and proper”

entity?

No. That’s what is uniquely unfair about this matter. Staff has concluded,
without performing any analysis that CCWCo is a “fit and proper” entity

without any investigation.
What does “fit and proper” mean as it relates to the Application?

The term “fit and proper” is used extensively through legislative, legal, and
regulatory manuals, documents, and proceedings to generally suggest that an

entity has the integrity and resources necessary to properly serve the public.

W-03510A-13-0397 Page 22
Direct Testimony of Robert T. Hardcastle



In Docket No. 2015A-EMS-0190-DHS an administrative hearing was
convened to determine whether or not Maricopa Ambulance, Inc. was a “fit
and proper” entity to serve the public with emergency services. At page 2,
section B, therein, the Notice of Hearing states that Arizona Revised Statutes
(“ARS”) § 36-2233(B)(3) is the requisite statute to determine whether or not
the applicant is a “fit and proper” entity. The Notice goes on to say that “Fit

and Proper” means that the Director determines that the Applicant has the

expertise, _integrity, fiscal competence and resources to provide the

proposed_ambulatory service in the proposed area.”” *Thereafter, ARS §

36-2233 (B)(3) indicates that an entity must be “fit and proper” in order to
qualify for a certificate to offer emergency ambulatory services in a
particular service area.'’ Further, in the Commission’s own documents it
references the requirement of an entity being “fit and proper”. In the
Commission’s Application for Certificate and Necessity for Competitive

Retail Electric Services it states that “One of the criteria used to determine

if an entity is “fit and proper” is that the utility’s current and projected

financial health must be sound.”'®

Q71: Prior to its conclusion in Staff Report dated October 17, 2014 has the
Commission made any effort to show whether CCWCo is a “fit and
proper” entity in terms of providing public services to the Project

service area?

1 See Exhibit 8, page 2, lines 13-15.

See State of Arizona Emergency Medical Services and Trauma System, Certificates for Ambulatory Service,
page 2 of 4: “Fit and proper means that the Director determines that an applicant for a certificate of necessity or a
[an existing] certificate holder has the expertise, integrity, fiscal competence and resources to provide ambulatory
service in the service area.”

v See ARS 36-2233(B)(3)

18 See ACC “Certificate of Convenience and Necessity for Competitive Retail Electric Services, page 2, last
paragraph.

16
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A71:

Q72:

A72:

Q73:

A73:

Q73a:

A73a:

Q74:

No.

In your opinion, should such a showing be made before a conclusion can

be reached in this Application?

CCWCo believes the Application for Deletion should be approved.
However, in the alternative no conclusion should be reached by Staff that
results in a Recommended Opinion and Order (“ROO”) to the Commission
whereby denial of CCWCo’s Application is decided without some fair
showing of the “fit and proper” capability of CCWCo to service the Project
public.

In your opinion, is CCWCo “fit and proper” to serve the existing 182

customers represented by CCWCo’s current water system?
Yes.

In your opinion, is CCWCo “fit and proper” to serve the prospective

10,000 customers represented by Harvard’s Project?

No. The difference between serving 182 customers and an additional 10,000
customers is significant and requires a completely different kind of
organization, staff, operational capabilities, and financial resources that
CCWCo does not have, in large part, because of the erosion of its financial
capabilities due to the “positive impact” condition of the Decision and
Harvard’s failure to build the Project when they said they would. CCWCo is
confident it can serve well and accommodate its existing customers. It does

not have the same confidence of the prospective Project customers.

What are the capabilities of CCWCo in order to meet the test of being

“fit and proper”?
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A74:

Q75:

AT5:

Q76:

A76:

Q77:

On the attached internally generated financial statements dated July 31,
2015" it becomes evident from the balance sheet and income statement of
the Company that it is not in a position to continue to provide financing for a

Project that may never get built.

Can you describe or summarize the referenced financial statements of

CCWCo?

Yes. It can be seen from the Balance Sheet that CCWCo has significantly
negative equity, substantial liabilities, and small rate base of operating utility
assets. In July 2015 CCWCo had revenues of $5,144; expenses that exceed
$10,000; and a loss of $6,712. This month is a fairly typical month for the
Company. 2015 year-to-date losses exceed $54,700 and the losses at the end
of December 2014 exceed $78,000. The Company’s current ratio is .0154 to
1 - far less than the industry standard required to define a financially healthy
company. The Company’s net worth is less than negative $867,000. Clearly,
CCWCo is not in a financially strong position that meets any of the criteria

expressed above as being a “fit and proper” entity.

Why do you think Staff did no analysis of the “fit and proper” condition
of CCWCo before it reached its conclusion in the Staff Report dated
October 17, 2014?

I don’t know. I'd like to know the answer to that question as well.

In conclusion, can you summarize CCWCo’s position as it relates to

being a “fit and proper” entity capable of serving the Project?

19

See Exhibit 9
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A77: Sure. Simply, it isn’t. If the Project had been developed timely, as all parties
expected, the erosion of financial resources at CCWCo would have been
serious but modest — likely despite the inclusion of the “positive impact”
condition in the Decision. CCWCo probably could have deferred enough
expenses and investment to cooperate in the development of the water
system interconnection that would have sufficiently demonstrated the
“positive impact” of the Decision. At some point the interconnection of
additional water supplies and water storage resulting from the Project would
been sufficient to make Staff comfortable that a “positive impact” could be
shown. CCWCo could have thereafter prosecuted a rate proceeding that
would have modified the existing rates. In fact, such a rate proceeding likely
could have been completed two or three times in the intervening years. In
addition to the Hook-Up tariff that was related to the Decision, CCWCo
would have been in a far different condition to operate and manage the
Project than it is now. At the current time, something has to drastically
change in order for CCWCo to move forward. CCWCo believes the absence
of the planned Project, which would have been its lifeline to future financial
prosperity, was irresponsibly trashed because Harvard may have wanted to
preserve the value in the Project so that it could be re-sold to another owner
at a future date. That value couldn’t be preserved without a commitment for
water service.and, in this case, the water service requirements of the AMA
could not have been met without membership in the CAGRD. That required
CCWCo’s CAP water allocation to which no equivalent alternative was
available. Harvard and its ownership partners have caused CCWCo
enormous financial damages, eroded partnership financial position, and
rendered it barely capable of being able to responsibly serve its existing 182

customers. CCWCo is on life support because of Harvard and the “positive
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impact” condition of the Decision. The ONLY responsible alternative to

CCWCo’s dilemma is to approve its Application including the elimination

of the “positive impact” condition and allow it to seek modified customer

rates that slowly regain its financial independence. It is hard to understand

how any unbiased, objective party could view this situation differently. The

Commission and Staff should realize that even the best intentioned decision

conditions can have consequences — severely penalizing consequences — if

all parties to a decision do not keep their end of the bargain. I am clearly

reminded of CK’s comment as to why CCWCo “has their backs up”. I

remain mystified.
Q78: Does this conclude your testimony?
A78: Yes it does.

END
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Facilities Agreement

Agreement to Terminate Contractus] Relatiouship

This Agreement is madeon day of
Water Company. LLE (Cirele City™), an Avizona fimited Hability public service
worporation, snd Harvard Investisents, JToe. {"Harvard™), 2 Nevada corporation on behadf
of Lake Ploasant 3000, LLC and Harvard 5%, LLC.

water utility plant necessary to provide domestic water service o the Lake Pleasant 3000
project § Froject”} located in Maricops County, Avizong; and

WHEREAS, the Facitisies Agreement reguired Circle City 1o file an application
for an extension of its Centifivate of Convenience of Necegsity {*CU&DN"} w0 include the
Frojest within its water wlifity service ara; and

WHEREAS, after such application wes duly filed, the Avizong Corporation
Cpesmission {2ACT) issued Declsion No. 68246 on Dotober 25, 2005, granting Chcle
Clity"s application; wod

WHEREAS, on November 30, 2007, Clrcle City entered into an Agreement apd
Notice of Municipsl Provider Reporting Requirements with the Centtal Asizone
Groundwater Replenishiment [istrict (“CAGRD Reporting Agreement™) and several
developer etities, including Hurvard, and

WHEREAS, Circle City and Harvard desive to terminate their contractuat
relutipnships esiablished in the Facilities Agreement and CAGRD Reporting Agreement.

NOW, THEREFORE, in consideration of the pudual covenants and conditions
contained in this Agreement and other good and valuable consideration, the receipt and
sutficiency of which are acknowledged, the Pacties hereby agree s follows:

AGREEMENT
i Termination of Cacilitics Agreorment.

Circle City and Horvard mutually understand and agree that the Fasilities
Agreement sdated | ¢ 2005, shall be terminated upon oxecution of this
Agreemen,

o i o

2.

Afler oxecution of this Agresment, Uirele City shal) file with the ACT an
application to delete the Q&N extension granted in Decision No. 68246, Harvard shall




pravide support to Circle City as secessary in furtherance of Circle City’s application
resguest.

3 Revocstion of CAGRD Reponting Asresment

Circle Ciyy and Huwrvard outually wnderstand and  agree that the CAGRD
Reporting  Agreement will no Jonger apply afler the termination of the Facilities
Agreement and subseguent deletion of the CCAN extended in Diecision No. 68246, As s
result, the Parties agree (o use best effonts to reveke the CAGRIY Reporting Sgresment
pursuant o Section 4.3 thereof, and to securs the CAGRD's express wrilten agreement
{as requived) Yor sevocation of same.

in consideration for the teomination of the Facilities Agrecment, and i full
settierent of any other claims that Clecle City may have now existing or which may
acerae in the future, Heevard agrees to pay Cirgde City for any and all administrative and
legal costs associated with tenmineting the Facilities Agreernent, deleting the CO&N
extension granted in Decision No. 68346 and eevoking ihe CAGRD Reporting
Agreement, up 1o a maximum of: 515040 dollars,

A. Entive  Agreement. This Agreement shall constitute the  endire
termination agreenent between the partics o the issues set forth herein and shall
supersede any and all agreements between fhe parties regarding the issues prior to
the date hereof. This Agreenipni owy be modified or smended only by a writing
signed by both parties,

B. Headings. The article hoadings of this Agresment are for reference and
vomvenience only and shadl not modify or amend this Agreement.

C. Cowerparss.  This  Agreement  may  be  execwted fn maltiple
counterparts. A facsimile of an executed original document shall bave the sams
legal force and effect a8 an original document nnd ghall be admiscible as an
original docunient.




IN WITNESS WHEREDF, the parties herew have executed this Agreement as of the date
first above writien.

Circle City Water Company, LLC Harvard Isvestments, nc.
Puosition: Position

Lake Plegsant 3008, L1C Harvard 3k, LLE.

By: o By:

Position: Position

STATE OF ARIZONA 1
Comtely of Maricops 3

The foregoing instrament was ackaowledged before me this _ day of
2013 by .

. of Circke City Water Company, LLC, on bebalf of ihe

Lisited $dability Company.

Merary Pablic
My Commission expires:

STATE OF ARIZONA

N s
W

County of Maricopa

The foregoing instrament was ackaowledged before me this
, 613 by

day of




of Harvard Investments, Inc, an Arizona corpotation,

on behalf of the corporation.

Nutary Publie
My Commission expires:

STATE OF ARIZONA )
§ 65,
County of Maricopa }

The foregoing instrument was acknowledged before me this  day of
e MUY by :
of Lake Pleasant 3008, LLC, an Arizoma |

liability company, on tehalf of the limited Habitity company.

My Commiission expires:

STATE OF ARIZONA 3
Connty of Maricopa )
The foregoing mstrument was acknowledged before me this day of
. 2013 by .
. of Harvard 3K, LLO. sn Ardzona limited liability
on behaif of the lmited Hability company.

company,

Naotary Public
My Comanission cxpires:
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CIRCLE CITY WATER COMPANY, LLC FOR

AN EXTENSION OF ITS EXISTING STAFF’S NOTICE OF FILING DIRECT
CERTIFICATE OF CONVENIENCE AND TESTIMONY

NECESSITY FOR WATER SERVICE.

Staff of the Arizona Corporation Commission (“Staff”) hereby files the Direct Testimony of

Blessing Chukwu in the above matter.

RESPECTFULLY SUBMITTED this 6™ day of January 2015.

Brian E. Smith, AttorneyY

Legal Division
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1200 West Washington Street
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EXECUTIVE SUMMARY
CIRCLE CITY WATER COMPANY, L.L.C.
DOCKET NO. W-03510A-13-0397

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City” or “Company™)
filed an application with the Arizona Corporation Commission (“ACC” or “Commission”)
requesting approval to delete approximately 5,042 acres of its Certificate of Convenience and
Necessity (“CC&N™) as extended by Decision No. 68246 and to delete the Decision’s requirement
for the Company to demonstrate in its next rate case filing that its existing customers have been
positively impacted by the addition of new water facilities necessary to serve the extension area.

The purpose hereof is to adopt the Utility Division’s (“Staff”) Staff Report filed on October
21, 2014, as Staff’s direct testimony in this docket.

Circle City is an Arizona Corporation in good standing with the Commission’s Corporation
Division. The Company’s water system has adequate production and storage capacities to serve the
present customer base and reasonable growth in the Company’s certificated area. However, the
Company’s water system is not in compliance with Arizona Departinent of Water Resources
(“ADWR?”) requirements as the Company failed to file a System Water Plan.

Staff recommends the Commission deny Circle City’s application for deletion of a portion of
its CC&N within Maricopa County, Arizona, to provide water service. Staff also recommends that
the Commission eliminate the requirement set forth in Decision No. 68246 that the Company
demonstrate in its next rate case filing that its existing customers have been positively impacted by
the addition of new water facilities necessaty to serve the extension area. Staff further recommends
that the Company file with Docket Control, as a compliance item in this Docket by June 30, 2015,
documentation from ADWR indicating that the water system is compliant with departmental
requirements governing water providers and/or community water systems.
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L INTRODUCTION
Q. Please state your name, business address, by whom and where you are employed and

in what capacity.
A. My name is Blessing Nkiruka Chukwu. My business address is 1200 West Washington Street,
Phoenix, Arizona 85007. I am employed by the Utilities Division ("Staff") of the Arizona

Corporation Commission ("ACC" ot "Commission") as an Executive Consultant IIL

Q. Please desctibe your educational and professional background.

A. I received a B.S. in Accounting and a M.B.A. in Finance from the University of Central
Oklahoma. I was employed for over eight yeats by The City of Oklahoma City (“City”) in
vatious capacities. For approximately eight years of my employment with the City, I was an
Administrative Aide with the responsibility of overseeing the various Environmental
Protection Agency’s mandates on Stormwater Quality within the Corporate City limits. Prior
to being an Administrative Aide, I was a Budget Technician where I was tesponsible for
reviewing, analyzing, and recommending budget requests and/or proposed budget, fund
transfers, appropriations and/or any other budget related issues proposed by assigned
departments. Prior to joining the Commission, I was employed by the Oklahoma
Corporation Commission (“OCC”) for five years in the Public Utility Division where I held
various Public Utility Regulatory Analyst positions of increasing responsibilities. My
responsibilities at the OCC included processing applications consisting of rates and charges,
streamline tariff revisions and requests for Certificates of Convenience and Necessity
(“CC&N”) filed by local exchange telecommunications companies, payphone providers,
resellers, and operator service provides. I also reviewed metgers and acquisitions,
Interconnection Agreements (including Arbitrations), and petformed special projects as

requested by the Director of Public Utility Division and/or the Commissioners.
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L.
Q

1.

How long have you been employed with the ACC?
I have been employed with the ACC since May 27, 2003.

What are your responsibilities as an Executive Consultant I11?

I petform special projects for the Director’s Office which include, but ate not limited to,
serving on the case teams; development of policies and procedures for appropriate regulatory
oversight of public utilities; review applications for CC&N, and .wﬂting Staff Reports and

Testimony.

Have you testified previously before this Commission?

Yes, I have testified before this Commission.

PURPOSE OF TESTIMONY
What is the putpose of your testimony?
The purpose of my testimony is to adopt the Staff Report filed on October 21, 2014, as

Staff’s direct testimony in this docket.

STAFF REPORT
Please describe the attached Staff Report, Exhibit BNC-1.

Exhibit BNC-1 presents the details of Staff’s analysis and findings and is attached to this
direct testimony. Exhibit BNC-1 contains the following major topics: (1) Introduction, @
Background, (3) The Requested CC&N Deletion Area, (4) Circle City Position, (5) Maughan
Revocable Trust (“MRT”), Lake Pleasant 5000, L.L.C. (“LP5K’) Position, (6) The Water

System, (7) Special Service Tariffs, and (8) Staff Analysis of the CC&N Deletion Application.

Does this conclude your direct testimony?

Yes, it does.




EXHIBIT BNC-1

AR

TO: Docket Control - /;'/"7

MEMORANDUM RECEIVED

<o = URP COMMISSION
UCCKET COHTRDLw

FROM: Steve M. Olea -
Director e

Utilities Division ORIGI NAL
Date: October 21, 2014

RE: CORRECTED STAFF REPORT FOR CIRCLE CITY WATER COMPANY LL.C. -
APPLICATION FOR DELETION OF PORTIONS OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND THE REQUIREMENT TO FILE A
RATE APPLICATION PURSUANT TO DECISION NO. 68246
(DOCKET NO. W-03510A-13-0397)

Attached is the corrected Staff Report for Citcle City Water Company L.L.C.’s application
for deletion of portions of its existing Certificate of Convenience and Necessity and the requirement
to file a rate application pursuant to Decision No. 68246. Staff is recommending denial.

The original Staff Report docketed on October 17, 2014, inadvertently contained two page
4s. On page 5, a typographical error was also cotrected.

SMO:BNC:tdp\MS

Originator: Blessing Chukwu _
Arizona Corporation Commission

DOCKETED
0CT 21 2014

DOCKETED 8Y %ﬂ




Service List for: Citcle city Water Company L.L.C.
Docket No. W-03510A-13-0397

Mz. Robert Hardeastle
P.O. Box 82218
Bakersfield, CA 93380-2218

Mr. Gary Hays
1702 E. Highland Ave., Suite 204
Phoenix, Arizona 85016

Mz. Darin P. Reber
7501 E. McCotmick Parkway
Scottsdale, Arizona 85258

Ms. Janice Alward

Chief, Legal Division

Arizona Corporation Commission
1200 West Washington Street
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EXECUTIVE SUMMARY
CIRCLE CITY WATER COMPANY L.L.C.
DOCKET NO. W-03510A-13-0397

On November 19, 2013, Circle City Water Company L.L.C. (“Citcle City” or “Company”)
filed an application with the Arizona Cotporation Commission (“ACC” or “Commission”)
requesting approval to delete approximately 5,042 actes of its Certificate of Convenience and
Necessity (“CC&N”) as extended by Decision No. 68246 and to delete the Decision’s requirement
for the Company to demonstrate in its next rate case filing that its existing customers have been
positively impacted by the addition of new water facilities necessaty to serve the extension area.

Cizcle City is an Aftizona Cotporation, in good standing with the Commission’s Corporation
Division, and engaged in providing water service to approximately 179 customers in portions of
Maricopa County, Arizona.

Staff recommends the Commission deny Circle City’s application for deletion of a portion of
its CC&N within portions of Maticopa County, Arizona, to provide water service. Staff also
recommends that the Commission eliminate the requirement that Circle City comply with Decision
No. 68246’s requirement for the Company to demonstrate in its next rate case filing that its existing
customers have been positively impacted by the addition of new water facilities necessaty to serve
the extension area. Staff further recommends that the Company file with Docket Control, as a
compliance item in this Docket by June 30, 2015, documentation from ADWR indicating that the
water system is compliant with departmental requirements governing water providers and/or
community water systems.
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INTRODUCTION |

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City” or “Company”’)
filed an application with the Arizona Corporation Commission (“ACC” or “Commission”)
requesting approval to delete portions of its Certificate of Convenience and Necessity (“CC&IN”) as
extended by Decision No. 68246 and to delete the Decision’s requirement for the Company to
demonstrate in its next rate case filing that its existing customers have been positively impacted by
the addition of new water facilities necessary to serve the extension area.

On December 11, 2013, and January 9, 2014, Lake Pleasant 5000, L.L.C. (“LP5K”) and Rex
G. Maughan and Ruth G. Maughan, Trustees of the Maughan Revocable Trust of 2007 (“MRT”),
respectively, filed an Application to intervene.

On December 13, 2013, and March 12, 2014, by Procedural Order, LPSK and MRT wete
granted intervention, respectively.

In Aprl 2014, the Company provided additional documentation to support its relief
requested, pursuant to data request issued by Commission Division Staff (“Staff”). Likewise, LPSK
also provided additional information.

BACKGROUND

Circle City is an Arizona Corporation, in good standing with the Commission’s Cotporation
Division, and engaged in providing water service to approximately 179 customers in portions of
Matricopa County, Arizona. According to Commission records, the Commission approved the
original CC&N for Circle City in Decision No. 31121 (August 15, 1958) as Citcle City Development
Company. Since then, the assets and CC&N have been transferred a few times. Citcle City is now
owned by Brooke Resources L.L.C.

Circle City provides water setvices to both residential and commercial customers. ‘The
Company’s CC&N covers approximately 8,300 acres (approximately 13 square miles) and is located
in the western portion of the Phoenix Metropolitan Area, in Maricopa County.

By this application, Circle City is seeking Commission authotity to delete approximately
5,042 acres of its CC&N, as extended by Decision No. 68246 and to delete the Decision’s
requirement for the Company to demonstrate in its next rate case filing that its existing customers
have been positively impacted by the addition of new water facilities necessary to serve the extension
area.

THE REQUESTED CC&N DELETION AREA

The Company’s CC&N is approximately 13.2 square miles in size and is located in the
western portion of Phoenix Metropolitan Area, in Maricopa County. Precisely, in Section 33 in
Township 06 North, Range 03 West (referred to herein as the “Circle City’s initial CC8N™), Section
28 in Township 06 North, Range 03 West (referred to herein as the “Watrick 160”) and Sections 5,
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6,7, 8,9, 17 and 18 as well as a majority portion of Section 4,in Township 07 North, Range 02 West
(referred to herein as the “Lake Pleasant 5000”). Lake Pleasant 5000 CC&N atea consists of
approximately 4,882 acre planned development with approximately 10,000 residential units and 300
acres of commercial development and is located approximately five miles northeast of Circle City’s
initial CC&N area. Warrick 160 CC&N area consists of approximately 160 acres of land for 78
residential lots. Warrick 160 is located northeast of Circle City’s initial CC&N and is adjacent to it at
one point. Decision No. 68246, issued on October 25, 2005, granted Circle City’s request to extend
its CC&N to include Warrick 160 and Lake Pleasant 5000 areas (“the Project”). The subject CC&N
deletion application would remove from Circle City’s CC&N all of the Warrick 160 and the Lake
Pleasant 5000 areas. The proposed deletion areas include approximately 5,000 acres. According to
Circle City, the Company is not setving any customers in the Warrick 160 and the Lake Pleasant
- 5000 areas and none of the intended water system’s plant necessaty to serve the proposed deletion
areas has been constructed.'

CIRCLE CITY POSITION
Decision No. 68246 granted Circle City’s request to extend its CC&N to setve the Project.

In its Application to delete CC&N as extended in Decision No. 68246 and its Motion to
delete the requirement in Decision No. 68246 related to a future rate application, Citcle City states
that it first received an expression of interest to develop the Project known as the Lake Pleasant
5000 Project from Harvard Investments, Inc. (“Harvard” ot the “Developer™) in 2004.

In 2005, Circle City and Harvard executed the Water Facilities Agreement (“WFA”) which
provided water setvice to Warrick 160 and Lake Pleasant 5000. Subsequently, accotding to Circle
City, in November 2007, Circle City and the other ownership partners of Phase I including the
Developer, known as Warrick 160 LLC for.the purposes of this portion of the Project, and the
Central Arizona Groundwater Replenishment District (“CAGRD”) executed the Agreement and
Notice of Municipal Provider Reposting Requirements for Warrick Property Regarding Membership
in the Central Atizona Groundwater Replenishment District (the “CAGRD Agreement”). Circle
City states that as a result of the Agreement, the Developer became a Member Lands in the
CAGRD and met the requirements for an assured water supply for Phase I of the Project in the
Active Management Area (“AMA”) of the Arizona Department of Water Resources (“ADWR™). In
addition, Circle City received an approval to construct (“ATC”) Phase I of the Project in June, 2008.

On March 2, 2005, Circle City filed an application for an extension of its CC&N with the
Commission to provide public water service to the Project, which was granted in Decision
No.68246. The Project was to consist of two sections called Phase I and Phase II. Phase I related
to 160 acres of land for 78 residential lots located nottheast and contiguous to Citcle City’s existing
CC&N also known as the Warrick 160 portion. Phase II related to 4,882 acres located
approximately five miles north of Circle City’s existing CC&N that would be connected by 2 series
of newly developed main extensions, 7.6 million gallons of water storage, Central Arizona Project
(“CAP”) treatment plant and related appurtenances. Circle City states that the Project was planned

1 See Company’s responses to Staff’s First Data Requests.




Circle City Water Company, LLC
Docket No. W-03510A-13-0397
Page 3

for 1000 dwelling units having peak day demand of more than 5,255 gallons per minute. The
engineers cost estimate for the combined cost of water infrastructure and onsite distribution for the
Project exceeded $55,000,000.

Circle City states that it now desires to delete the area from its CC&N because “the Project
never got developed beyond the initial entitlements phase more than 8 years later, thete is no plan to
develop or construct the Project.”” Circle City alleges that in prior interaction it had with the
Developer in an April 12, 2013 phone call, the Developer described the Project as “not viable” and
that the Developer had “indicated that it could be as long as 10 more years before the area around
the Project might develop.” Circle City further alleged that the Developer agreed with the Company
to unwind all regulatory and contractual arrangements with Circle City telated to the Project
including the deletion of the extended CC&N; termination of the Water Facilities Agreement;
cancellation as a Member Lands with CAGRD for Warrick 160, and cancellation of the Maricopa
County Franchise Agreement.

The Company contends that several weeks after significant “unwinding” work had been
completed (although it never identified what this significant unwinding work consisted of), the
Developer apparently recognized that “unwinding” the Project arrangements should include the
approval of the other Project partners as well. As a result, the Developer requested on May 3, 2013
Circle City to “hold” on the “extinguishing/termination” of the unwinding arrangements until a
Partners” “meeting was convened that confirmed and approved the Developer’s previous
“unwinding” decision.” According to Circle City, in response to the Developet’s request, it
expressed astonishment at the Developer’s “hold” instruction and advised the Developer that it was
“directing its counsel to proceed” based on their prior discussions that “the Project was not viable
and that unwinding the Project was the only reasonable thing to do.”

On July 18, 2013, LP5K paid Circle City §67,782.61 for legal and engineering expenses
incurred for the extension area, in accordance with the WFA. Circle City does not deny that it
cashed this check. According to Circle City’s response to Staff’s Second Set of Data Requests, the
check was for “expenses related to development of the project.” On August 7, 2013, at the
suggestion of Circle City, 2 meeting was arranged with the Developer to discuss the most current
status of the Project. According to Circle City the Developer stated that is partners did not want to
delete the CC&N approved in Decision No. 68246 or terminate their membership with CAGRD.

Nonetheless, Circle City proceeded to file the instant CC&N deletion application.
Attachment B contains a map which shows the portion of Maricopa County at issue.

MAUGHAN REVOCABLE TRUST (“MRT”), LAKE PLESANT 5000, L.L.C. (“LP5K»)
POSITION

The areas Circle City proposes to delete (Wartick 160 and the Lake Pleasant 5000) are
owned by MRT, LP5K, and their development partners. MRT and LP5K were granted intervention
in this matter. The owners entered into a WFA with Citcle City. In July of 2013, as stated above,
the owners paid $67,782.61 to Circle City in accordance with the WFA. The owners do not want
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their propetties deleted and have advised Circle City a need for service exists. The owners reiterated
the request for service in a letter dated December 11, 2013.

THE WATER SYSTEM

The new water system needed to serve the proposed CC&N deletion area was contemplated
to be constructed in two phases’ and financed pursuant to the WFA between Circle City and the
developer. According to the Company’s responses to Staff’s First Data Requests, Citcle City does
not serve any customers in the CC&N extension granted in Decision No.68246 and none of the

intended water systern’s plant necessary to serve the Watrick 160 and the Lake Pleasant 5000 areas
has been constructed.

Attachment A is Staff’s Engineering Report which desctibes the cutrent watet system. The
report includes the findings that Citcle City is in compliance with Maticopa County Environmental
Setvices Department (“MCESD”) and with the Commission decisions. The Company’s water
system is not in compliance with Arizona Department of Water Resources (“ADWR”) requirements
as the Company failed to file a System Water Plan.

The report indicates that Circle City’s water system has adequate production and storage

capacities to serve the present customer base and reasonable growth in the Company’s original
certificated area.

Staff recommends that the Company file with Docket Control, as a compliance item in this
docket, by June 30, 2015, documentation from ADWR indicating that the water system is compliant
with departmental requirements governing water providers and/or community watet systems.

SPECIAL SERVICE TARIFFS

Circle City has approved Curtailment Tariff, Backflow Prevention Tariff, and Offsite
Hookup Fee Tatiff for water on file.

STAFF ANALYSIS OF THE CC&N DELETION APPLICATION
In any CC&N deletion proceeding, Staff is charged with reviewing the evidence submitted

by an applicant to make a recommendation to the Comrmssxon based upon thc facts contamed in
the applxcauon and any responses to the.z

responsibility to serve the area as the CC&N holder.

Duting its review, Staff met with Circle City and with the owners of Warrick 160 and the
Lake Pleasant 5000 and also issued data requests to both parties.

? Phase I of the Project intended to be in the Warrick 160 area
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Staff’s review of the information received indicates that the owners and/or developers of the
proposed deletion area want Circle City to provide water service to their development® The
statements made regarding unwinding the Project were appatently not based upon input by all of the
partners to the Project. Once all of the Partners were consulted, it became clear that they wanted to
proceed with the Project in the extension area. While no timeframe has been presented, steps have
been taken by the Developers to begin the Project. On July 18, 2013, LP5K paid Citcle City
$67,782.61 for legal and engineering expenses incurred for the extension area, in accordance with the
WEFA. Circle City received and cashed Check No. 786, approximately four (4) months before filing
the instant application. In addition, the check was received and cashed on August 1, 2013, during the
time that the Developers and Circle City were engaged in discussions regarding the Project.
Significantly, after receiving and cashing the check, Circle City arranged a meeting with the
Developers to discuss the: current status of the Project. The fact that Circle City cashed the
Developer’s check is an indication that it intended to proceed with the Project. In response to
Staff’s Second Set of Data Requests®, Citcle City itself acknowledged that the check for $67,782.61
was for “payment of contractual legal and engineering expenses related to development of the
project in accordance with the WFA.” After cashing the check, it called a status meeting in August,
2013, during which it was once again informed that the Developer’s partners wanted to proceed
with the project.

Circle City also apparently relies upon language in Decision No. 68246 which provided that
if Circle City failed to meet certain conditions in the Order which involved filing certain
documentation within 24 months of the Ozrder, the decision would be deemed null and void without
further Order of the Commission. Two of the documents it was to file were (1) a copy of the
Certificate of Approval to Construct for Phase I, and (2) a copy of the Developer’s Assured Water
Supply for Phase 1 of the Project.” While these documents were not filed, Circle City acknowledges
in its filing, that it had obtained both documents. Given this, the Company should not be allowed
to benefit at the expense of the Developers from its own failure to file the documents with Docket
Control as required by Decision No. 68246.

There is also the issue of Decision No. 68246 requirement for the Company to demonstrate
in its next rate case filing (scheduled for 2014) that its existing customers have been positively
impacted by the addition of new water facilities necessaty to serve the extension area. Neither Phase
I nor IT of the Project has been built. Staff agrees with Circle City that this requirement is no longer
necessary and should be deleted.

LP5K and its development partners need water service, as evidenced by Attachment C.
Citcle City in cashing the Developer’s check took action inconsistent with its current application to
delete the Project service area from its CC&N. It noted in response to Staff’s Second Set of Data
Requests, that the check was for expenses related to development of the Project. Then, at the

* See Attachment C, Letter from LP5K to Mr. Robert Hardcastle of Circle City.

* April 18, 2014 response by Robert T. Hardcastle to Staff Second Set of Data Requests.

* It should be pointed out that the ATC for Phase I has since expired. However, the Company can
resubmit the ATC application at any time.
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August 2013 meeting Circle City called, Circle City again was told by the Developet that its partners
desired to proceed with the Project.

Further, there are no other water providers serving areas contiguous to ot in close proximity
to the proposed deletion area. Staff believes that in general it is more economical for an area to be
served by one water provider than several contiguous, small water providers. Staff has no reason to
believe that the situation in this case is any different in that the deletion proposed by Citcle City
could result in the creation of at least one other small, possibly non-financially viable, water
company. Such a result is not consistent with the public interest.

Staff recommends denial of Circle City’s request to delete the portions of its CC&N
extended by Decision No. 68246. Staff also recommends that the Commission eliminate the
requirement that Circle City comply with Decision No. 68246’s requirement for the Company to
demonstrate in its next rate case filing that its existing customers have been positively impacted by
the addition of new water facilities necessary to serve the extension area.

RECOMMENDATIONS

Staff recommends the Commission deny Citcle City’s application for deletion of a portion of
its CC&N within portions of Maricopa County, Arizona, to provide water service. Staff also
recommends that the Commission eliminate the requirement that Citcle City comply with Decision
No. 68246’s requirement for the Company to demonstrate in its next rate case filing that its existing
customers have been positively impacted by the addition of new water facilities necessaty to serve
the extension area. Staff further recommends that the Company file with Docket Control, as a
compliance item in this Docket by June 30, 2015, documentation from ADWR indicating that the
water system is compliant with departmental requirements governing water providers and/or
community water systems.




ATTACHMENT A
MEMORANDUM

TO: Blessing Chukwu
Executive Consultant IIT

FROM:  Katrin Stukov
Utilities Engineer @;\/
DATE: September 5, 2014

RE: Application of Circle City Water Company L.L.C. for approval to delete portions of
~ its Certificate of Convenience and Necessity and the requirement to file a rate
application pursuant to Decision No. 68246 (Docket No.W-03510A-13-0397).

Introduction

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City” or “Company”)
filed with the Arizona Corporation Commission (“ACC” or “Commission™) an application
requesting approval to delete portions of its Certificate of Convenience and Necessity (“CC&N™) as
extended by Decision No. 68246 and to delete the requirement for the Company to demonstrate in
its next rate case filing that its existing customers have been positively impacted by the addition of
new water facilities necessaty to setve the extension area.

Circle City’s service area is located in the western portion of the Phoenix metropolitan area
in Marcopa County. The Company’s CC&N area covers approximately 8,300 acres (roughly 13
square miles).

The Company’s CC&N extension granted in Decision No.68246 includes two separate ateas
intended for a2 project known as Lake Pleasant 5000 (“Project”). The first atea covers 4,882 acres
and is five miles northeast of Circle City’s original certificated area’. The second area, known as the
Warrick 160, covers 160 acres and is adjacent at one point to Circle City’s original certificated area.

The new water system needed to serve the Project was contemplated to be constructed in
two phases? and financed pursuant to a Water Facility Agreement between Circle City and the
developer of the Project. According to the Company’s responses to Staff’s First Data Requests,
Circle City does not serve any customers in the CC&N extension granted in Decision No.68246 and
none of the intended water system’s plant necessary to setve the Project has been constructed.

! Circle City’s certificated area prior to the CC&N extension granted in Decision No.68246.
2 Phase I of the Project intended to be in the Warrick 160 area
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Circle City Water System
Operation

According to the Company’s 2012 Annual Report, the Circle City water system consists of
one well, producing 75 gallons per minute (“GPM”), one 50,000 gallon storage tanks, three 25,000
gallon storage tanks, a booster system and a distribution system serving 179 customers in the
Company’s otiginal certificated area.

Capadty

Based on the water use data obtained from the Company’s 2012 Annual Report, Staff
concludes that the Company’s well production capacity of 75 GPM and stotage capacity of 125,000
gallons are adequate to serve the present customer base and reasonable growth in the Company’s
original certificated area.

Maricopa County Environmental Services Department (“MCESD”) Compliance

According to MCESD compliance status report, dated December 6, 2013, MCESD has
determined that the Company’s water system has no major deficiencies and is currently delivering
water that meets water quality standards required by 40 CF.R. 141 (National Primaty Drinking
Water Regulations) and Asizona Administrative Code, Title 18, Chapter 4.
Arizona Department of Water Resources (“ADWR”) Compliance

The Company is located in the Phoenix Active Management Area. According to an ADWR
compliance status repost, dated September 5, 2014, ADWR has determined that the Company’s
water system is not in compliance with ADWR requirements as the Company failed to file a System
Water Plan.
ACC Compliance

On September 5, 2014, the Utlities Division Coﬁpﬁmcc Section noted that a check of the
compliance database indicates that there are no delinquencies for Circle City. Thetefore, Citcle City
is in compliance with the ACC Compliance Database at this time.
Curtailment Tariff
The Company has an approved Curtailment Tariff.
Backflow Prevention Tariff

'The Company has an approved Backflow Prevention Tasiff,
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Conclusions/Recommendations

1. The Citcle City water system has adequate well production and storage capacity to serve
its present customer base and reasonable growth.

2. The Company is in compliance with MCESD regulations.

3. Circle City is in compliance with the ACC Compliance Database at this time.

4. Staff recommends that the Company file with Docket Control, as a compliance item in
this docket by June 30, 2015, documentation from ADWR indicating that the water

system is compliant with departmental requirements governing water providers and/ or
community water systerns.




ATTACHMENT B

TO: Blessing Chukwu
Executive Consultant |l
Utilities Division

FROM: Lon H. Mille
GIS Specia
Utihties Division

THRU: - Del smith D&~

Engineering Supervisor
Utihities Division

DATE: December. 12, 2013

RE:  CIRGLE CITY WATER COMPANY, LLC [DOCKET NO. W-03510A-13-0357)

The area requested by Circle City for a partial deletion has been plotted with no
complications using the legal description from Decision No. 68246 as referenced in the
application (a copy of which 15 attached),

Also attached 15 a copy of the map for your files.
/lhm
Attachment
cc: Mr. Robert T. Hardcastle

Ms. Katrin Stukov

Ms. Deb Person (Hand Carned)
File
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SOUIHWESIERN .S’TAIES SURVEYING INC.
Professional Land Surveying

. Randy 8. Delbridgs, President .
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* Job no. 210750

z141sn:rmmmm-mm.ﬁmmasoz7
Phooe {623} BE-U223 Fux (823) §§8-0728

DESCRIPTION
FOR
TOTALAREA -

Being allofSacbonss 8.7, B 8,17, 15 andapurbun ufSecﬁon4 TownshlpSNorﬂ'l. Rangs 2
W&stcfﬂwGﬂaandSa!tlhverBaseandMandian,MancopaCoumy Armna.balngmura
particularly described as follows:.

BEGINNING at the Southwest comver of said Section 18, bamgaGL.D.BxassCap"
THENCE North 0D degrees D1 minutes 37 sskonds East, wlong the Wast fipe of the Southwest  ©
quartsr of said Section 78 & tistancs of 2640.12 fest fo tha "West quayter commer of said Saction

18, being a G.L.O. Brass Cap; :

T!—!BQCENDrmDDdagmasDaninutanDsacondsWast =long the Wast Iins of the Northwest
quarker of eaid Secfion 18 a distance of 2638.18 fest ip the Norfhwest comer of said Section 18,

being a G.L.O. Brass Cap;

THENCE North 00 degrees 00 minutes 00 seconds East, along the West fine of said Seciion 7,
a distance of 5284.62 fest fo tha Northwest comer of said Section 7, being a G.L.O, Brass Cap;
THENCE Narth 00 dsgrees 07 minutes 21 seconds Ezst, along the West fine of the Southwest
of s=id Section 6 a distance of 2640.7°1 fsetmﬁaeWastquaﬂsrcomarnfmSewuus
being & G.L.O. Brass Cap; .
THENCE North 00 degress U7 minutes 1ssewndsWa=t. slong the West fine of the Northwest
quarter of said Section & a distance of 253620 fest o tha Nuﬂhwustmerofsatdsfsuﬁone
belng 2 G.L.Q. Brass Cap;
THENCE South BB degrees 55 minutes 08 ssconds East, along tha North fine of he Northwest
quarter of said Secfion 6 a distance af 2499.21 festto the North quartsr comer of said Section 6,
being a G.LO. Bass Cap;, - .
THENCE South 83 degrees 10 nﬁnutas 12 seconds East, along the North linaufthe Northsast
quarter of said Section 8 a distance of 488.80 fest io the South quarter comer of Section 31,
Township 7 North, Rangs 2 Waest, bsing a G.L.O, Brass Cap; . -
THENCE North B9 degress 50 minutes 21 seconds East, confinuing along ths Norih. fine of the
NomaastquarbrnfsatdSechonsadiﬁancsonTmBSfaettu the Northeast comer of Saction
&, baing a G.L.O. Brass Cap; -
THENCESm:ﬂwBBdsgms&mmuﬁsssasawndsEast, alongﬂ'oeNorﬂrﬁnaofmeNo;ﬁ-.west
quarter of said Ssciion § a distance of 501.45 feet o the Southwest comer of said Ssciion 32,
Township 7 North, Rangs 2 West, bsing a2 G.L.O. Brass Cap;
THENCE South B8 degrees 54 minutes 32 seconds Esst, continuing along ths Norih fne of the
Norftrwest quarter of said Section S a distance of 2148 21 feet to the North quater comer of

"Section 5, being a G.L.O. Brass Cap;
. THENCE No;th 89 degrees 07 minutss 14 ssconds East, ajong ths North fine of the Northeast

guarter of seid Seclion 5 & distanca of 408,67 fest fo the South quarter comer of Section 32,
Townehip 7 North, Ranga 2 West being g G.L.O. Brass Cap;

THENCE South 83 degrees 43 minutes 28 ssconds East, continuing alang the North fine of the'
Northeast quarter of said Section 5 a distance of 2148.08 feet o the Northeast comer of said

. Sac¥on 5, being a G.L_O. Brass Cap;

EETEIT A DECISION NO.___88246,
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THENCE North B9 dsgreas 5B minutes 03 seconds East, along the Nosth fine of tha Northwast
of said Seciion 4 a distange of §87.01 mwﬁESouﬁwastmwofSechonSS

Township 7 North, Range 2 West, being a G.L.Q. Brass Cap;

THENCE Scuth BS dagress 57 minutes 12 seconds East, continuing along ihe North fine of the

Nurﬂmastquarﬁarofsaid Saciion 5 a distance of 823.19 fest o the Northeast comer of G.L.O.

' TT{ENCESouﬂ'lDOdagras 10 minutes 24 seconds East -along the Eastine of said Lot 4 3
? ' distance of 1352.71 fout to the Southeast comer of said Lot 4;

THENCE North B9 degrees 58 minutes 58 zeconds East 2637.17 fest!

THENCE South 00 degress 11 minutes 19 saconds East 860.77 feel;
_ THENCE: North BS degrsas 57 minutes 42 seconds Egst 888.08 feet;

" THENCE South 00 degrees 11 minutss 32 seconds East 68042 feet; :

THENCE North 88 degrees 55 minutes 28 seconds East 328.71 fest to the East quartsr comar
of gaid Seclion 4,

THENCE Sputh 0D degrees 11 minutes 37 seconds Weast, along the East fins of the Southeast -~
quarter of said Section 4 a distance of 2841.22 feet o the Southeast comer of said Saction-4,
being a8 G.LO. Brase Cap;,

" THENCE South 60 degmesnz.mhules:ﬁ.se:mdsWasL along tha East ine of (ha Northeast
quarter of said Section S & distance of 2638.28 feat b the Eastqumbrwmarcfead Section B,
being a G.1.O. Brass Cap; .
THENCESuumDDdsgtaesDSmmum&mndsWest.ahngﬂwaEastﬁne of the Scuthasst

. quatterafsstachonSadlstameonEBSBSfeettotheSDuﬁ!aastmmerufsaﬂSechGnQ
being a G1.0. Brass Cap;
THENCE North 88 degrees 55 minutss 39 seconds West, along the South iins of the Southsast
quarharcfsazdSacﬁunaadistancaafZBBB’nfsattuﬁeSauthquartereomufsecﬁonQ
being a G.1.O, Brass Cap;
THENCE North 88 degrees 54 minutes 43 seconds Wast, along the South fine of ths Southwest
quanarufsaidSacﬁonEad'stancecfZB?sS1Bfesttoﬁxs$wﬂ1waﬁcom&uf$ecﬁons bsing

" aG.L.O. Brass Cap;

THENCE South 0D degrees 10 minutes 03 seconds West, glong the East fina of tha Northeast
guarter of said Section 17 a distance of 2637.41 feef to the Eastquartsrcomarot'sa:d Sscfion

- 17, baing aG1 O, Brass Cap;

THENCE South 0D degrass 10 mmutu 03 saconds West, glong the East fine of the Southeast
quarter of said Section 17 a distance of 2637,41 festic the Souﬂ-neastcomerofm:d Sacﬂan 17 .
being a G 0. Brass Cap;

THENCE North B9 degrees 40 minutes 41 saconds West, slong the Suuth fins of the Sculheast
quarter of said Saciion 17 = distance of 263822 feet fo ﬁ'!ESDUﬂ‘I quarisr corner of said Section
17, bsing a G.LLO. Brass Cap; :
THENCE North 82 degreaes 54 minutes 18 secondsWesL along tha South lins of the Southwest .
guarier of said Seciion 17 a distancs of 2840.08 festtn the Southwast comer af Sechion 17,

being a G.L.O. Brass Cap;

THENCE North 89 degrees 57 minutes 37 secunds wBst, along ths South Ins oﬂha Southesst
quarter of said Section 18 a distanca of 2640.12 faet'co iha South quarter cormer of sald Section "\
18, being a G.L.O. Brass Cap;

being the Point of Baginning

DECISION N, 68246
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THE SOUTHEAST QUARTER OF SECTION 28
LEGAL DESCRIPTION

THE SOUTHEAST QUARTER OF SECTION 28, TOWNSHIP § NORTH, RANGE 3
WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARZONA, BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHEAST CORNER GF SECTION 28, MONUMENTED BY A
G.L.O. BRASS CAP:

THENCE NORTH 895507 WEST ALONG THE SOUTH LINE OF THE SOUTHEAST
- QUARTER.OF SAD-SECTION 28, ALSO BEING THE BASIS OF BEARING, A
DISTANCE OF 2B44.53 FEET TO THE SOUTH QUARTER CORNER OF SECTION 28
MONUMENTED BY A G.L.O. BRASS CAP

THENCE NORTH D0*01°21" WEST ALONG THE NORTH-SOUTH MID-SECTION LlNE
OF SAID SECTION 28 A DISTANCE OF 2838.37 FEET TO THE CENTER OF

"SEGTHON OF-3AB SECTION 28, MONUMENTED BY A REBAR WITH RLS 9057"6:2\?‘ -

THENCE NORTH 89°58'37" EAST ALONG THE EAST-WEST MID-SECTION LINE A
-DISTANCE DF 2644.57 FEET TO THE EAST QUARTER CORNER OF BECTION 28,
MONUMENTED BY A G.L.O. BRASS CAP'

THENCE SOUTH 0070117 EAST ALONG THE EAST LINE OF THE SOUTHEAST
QUARTER OF SAID SECTION 28 A DISTANCE OF 2841.11 FEET TO THE
SOUTHEAST CORNER OF SECTION 28, BEING THE POINT OF BEGINNING;

THE ABOVE DESCRIPTION BASED ON AN A.L.T.A SURVEY BY SOUTHWESTERN
STATES SURVE\’ING, INC. DATED JURE 28, 2004, JOB NUMBER 240594.

nt TR AREIAEET




ATTACHMENT C

Blessing Chulowu , ‘
]

lérom: Garry Hays <ghays@lawgdh.com>

Sent: Wednesday, July 23, 2014 1:57 PM

To: Blessing Chukwu

Subject: CCWC Deletion W-03510A-13-0397

Attachments: LPSK LTR to Hardcastle 12-11-13.pdf

Ms. Chukwu,

Please find attached a letter that was sent from my client to Bob Hardcastle of CCWC. { am sending you this letter as a
supplement to Staff’s first set of data requests in the above referenced docket.

Thank you

Garry

garry hays

Garry Hays

Law Offices of Garry Hays PC
1702 E Highland Ave. Suite 204
Phoenix, Arizona 85016
602-308-0579 office
480-329-6143 cell

Note: This e-mail message and/or any attachments may be confidential and subject to attorney/client privilege. Use or
dissemination of the message or any attachments by anyone other than the intended recipient is strictly prohibited and
may violate federal or state law. If you are not the intended recipient, please immediately notify the sender and destroy
the message, attachment(s), and all printed copies thereof. Thank you for your cooperation.




Lake Pleasant 500, L.L.C.
17700 N. Pacesetter Way, Suite 100

Scottsdale, AZ 85255
480.348.1118
December 11,2013
T 0 .CO U L

Mr. Robert T. Hardcastle

Brooke Utilities, Inc. -
P.O. Box 82218

Bakersfield, California 93380-2218

Re: Circle City Water Co. CC&N

Dear Bob:

I am writing in response to the application Circle City Water Company (“CCWC")
filed at the Arizona Corporation Commission (“Commission”} that requested a
deletion of the Certificate of Convenience and Necessity (“CC&N"} covering the
Warrick 160 and Lake Pleasant 5000 LLC (“LP5K") property. I was extremely
disappointed by your filing. As you are aware, LP5K intends tp move forward with
the development and is adamantly opposed to the deletion of the CC&N. .

This letter will formally serve as a reiteration of the Request for Service letter
received by CCWC on September 30, 2004 from LP5K. [ advised you, in an email
dated July 10, 2013 that LP5K intended to move forward and did not want the CC&N
deleted. As you are aware, LP5K has a Water Facilities Agreement (“WFA”) with
CCWC and has met its contractual obligations under the WFA. In fact, in accordance
with Section II, paragraph 5 of the WFA, LP5K paid CCWC $67,782.61 on July 18,
2013. This payment was made and received when you were fully aware of LP5K’s
intentions. While you have attempted to get LPSK to sign a termination agreement, |
have advised you numerous times that LP5K and its development partners are
moving forward with this project.

LP5K will be filing an application for leave to intervene and will explain to the
Commission the need for service and the desire to keep the CC&N in place. LP5K is
ready and willing to present its case in front of the Commission. If there is any way
we can resolve this matter without wasting the Commission’s resources, please feel
free to call me.

LAKE PLEASANT 5000 L.L.C,
By: Harvard 5K, L.L.C, its Manager
By: Harva estments, Inc, its Manager

By:

eris, Vice President
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TARIFF SCHEDULE

UTILITY: CIRCLE CITY WATER COMPANY SHEET NO. 1
DOCKET NO. W- N
DECISIONNO. ¢ __,2008)
EFFECTIVE DATE:
OFF-SITE HOOK-UP FEE

Thepm'pmeﬂf&l: nﬂ’-mmhnukﬂlpfee:pnnbhb&rdecwﬂ'mcw (“the
pany™) pursuant to thia tariff is to equitably apportion the costs of constructing additional
oﬁmﬁcmuzummmdampmnm,dﬂnm storage and pressare among all bew
service connections. Thess charges are applicable to all new service commections established
after the effective date of this tarlff. The charges are one-time chargen and are payable as &
cmﬂthtoﬂummnysuhbhslmaﬁnfmoe,umpnﬁcﬂaﬂymndedbelow

Unlesa the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizons

Corporation Commission”s (‘Wmmmf’)nﬂeundngulnmm governing water utilities shall
apply in interpreting this tariff schedule,

“@Wmmp&ﬂy@mngﬁnmwmﬁmth&mmfmthemsﬂﬂaﬁmof
water Tagilitios to serve new service connection andmajrimludenmlopmmdfcrnuﬂdmof
,mwmdmﬂalsubdmm

'Comm means Circle City Water Company, LLC, an Arizong limited lisbility company.

Aain Extengion ment” moang any agresment whereby.an Applicant, Developer and/or
.Builduagtesam:dmnﬁumm&ﬁwmﬂaﬂmofmmmmtheCumpauytome
: VICH ctions, v install water faoilities to serve tew service connections and transfer
mmhpwmnhww&mﬁdesmmmm which agreement shall regiire the sppeoval
of the Commission pursuant to A.A.C. R14-2-406, and shall bave the same megning 13 “Water
Facilitias Agreement” or “Line Extension Agreement ™

"Qﬁ‘SimFmihﬂes”mmwel]s storage tanks and related rppurtenances nacessary for proper
 inclnding e m:ldmgnnom OfF-Bite fucilities may also include booster

'pm'mmemka'ummion naing gnd related appurtenances necessary for proper
upemm,ﬁthemfneﬂmmmtﬁnth:mlmmuprmﬁmmmmmﬂ:e
mwutersym




Circle City Water Company, LLC
Docket No. w-mxx—os-xm
Off-Site Hook-Up Fee Tariff

Pagcz
Service Connection” mandwludesaﬂarﬁcemmnmﬁurdnglﬂﬁmﬂyresidﬂmalm
pﬂmmu,regardlmnfmtume

mmm_

For each new service connection, the Company shall collect an off-site hook-up fee derived from
:Ihnfnllmngtahlc' '

OFF-SITE HOOK-UFP FEE TABLE _

Metor Size Bise Fastor | Total Fee

xR 1 $3,000.00

W 12 $3,000.00

| 2 $7.500.00

1-%“ 4 $15,000.00

7 g4 T $24,000,00

3 12 $48,000.00

4" , 20 ' _$75.000.00
larpe: $150,000.00

v,
{A) e: The off-site hook-up fee may be

ammﬂanlme pm'pnmel, mmﬁmmhtwuhmuubdmm (similar to moter
vmdierviaeh:wmmﬂaum::harge)

{B] ite Hook<Up Fees: Dﬂ-mehmk-tmﬁmmayonlyb:modttapaymrcnpim
itenin nfoﬂ’-sm fmiltﬁes,mfm repayment of loans obtained for installation of off-site facilitics.
ommm-mmmmummmmme,mmdwn

<

‘&, For those requiring a Miin Extension Agreement —

;-mﬂmemﬂmﬂ:epﬂmmmmythtmﬂbemmumngmpwmmm;
-[“AWhmnt" “Bmldwr")isutherwuemqmredhuﬂzrmhahﬂin"
B grEC rcby the Applicant, Developer or Buiilder agrees to
'ndvmcsttu .of installing maing, valves, fitings, hydrants prd other on-site
improvements mdm m;emud service in accordance with R-14-2-406 (B), peyment
of the foes required hereunder ‘shall be mada by the Applicant, Developet or Builder




oot m——— et =

© offsin T o |
puuumt ta ﬂﬁsﬁﬁ'sm Hunk-Up Fee Tanﬁ'ahallbe :m-reﬁmdnb]s cmbumem in gid of

Circle City Water Company, LLC
‘Docket No, W-X0000-05-XXXX

Off-Site Hook-Up Fee Tariff
Page 3

1o Iater than within 15 calendar days after receipt of notification from the Company
“that the Utilities Division of the Arizona Cotporation Commission has approved the
MamEmnsionAmunmt Inacemdmevnmnlti-z%(m

b For those vonnecting 1o o -existing mnlhntwumlledpumamw:hlm
E:muhgrmumthnmnpmwdbyﬁeAnmCmmonCommm

hthemmmeApphmmeupumeIdrhmismmqﬂmdm
enter into 8 Main Fxtension Agreement, the charges bereunder shall be due and
mmuhmmmmmwmummmdmmpmm

e Facilities Congtruotion B Qpsr: Company and Applicant, Developer
wBuﬂdumrnmebmﬁmufoﬂqmﬁanMummmnm
by Applicant, Developer or Builder, which ficilities are then conveyed o
Compangr Inihatevezm,Compuyshﬂlcrednttbnmmloonofmnhoﬁ-siwﬁnﬂimsumoﬁ-

‘set o off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities

mtuMbyApﬂumtDwﬂopntmlduudmmmdhComnyislmﬂamthe

upplicably off-sitc hook-up fees under this Tarift, Applicant, Developer or Builder shall pay the

remaining amount of off-site hook-up fees owed hereunder. If the total cost of the offwite

facilitias constructed by Applicant, Developer or Builder and conveyed to Companyumomthm

the applicable off-site hank-up fees mﬁer this Tariff, Applicant, Developer or Builder shall not

‘e eatitled 10 any refinds.

(E} B ‘L‘ e v
.;_pmvndawammwtomrmmpwnr Bmldumoﬂmapphcmfarmmintheevem

"‘,Bmlduocdthrapphmtmwﬂcehasmtpmdmﬁmmchuges

‘hereqnder. Under 1o circursstances will the Company set a meter or otherwiss allow servios to
,huslablmhedﬂﬂmmﬂmmmmprqmmthumbempmd. .

Projects: To fhie event thet the Developer ar Builder is engaged in the

_deirelopmmtncl'ammdenhalm%mmmmmmgmmﬂ:ml:ﬂluh.ﬁwﬂompmymy.mm

etion, agres to paymm nfndf-um hmk-up ﬁm in installments. Such installments may be
ors the” remident ! and:hwld ntlmlpt ta eqnuably




Cirele City Water Cumpmar. L1C .
Docket No. W-30000-05-XXXX
Off-8ite Hook-Up Fee Tariff

Paged

-Site p Foos Recefved: All fimds collscted by the Company as off-site
-whs&ﬂhdmﬂmbammwmmmmdwmh!yﬁn
ﬂmplmnsnfmmm'tbz costs of off-zite facilities, including repayment of loans obtained
mmmmﬂﬁﬁmﬁdﬂmmwbmﬁtmmmmm '

o ff-Site Jp Fee in A - geilitios 'Ihentf-mhmk-upﬁeshanba
maﬁﬁﬂmmmmsuwﬁmdmﬂ:ﬂmcummod:'m-umfmhuenmderam:n

; Bxcess Funds: Afer all necessary and desirable off-uite facilities are
mmmmdmihmﬁmdscuﬂsmdpuumhtheuﬂ-mehmk-w fees, or if the off-gite hook-
up fee has been terminated by owder of the Arizons Corpemation Commission, any funds
remaining in the trust shall be refinded. The manner of the refund shall be determined by the
Commission at the time a refund beeomea necessary,

K heﬂowgggm a: In the ovant the applicant for service has fire flow requirements
that require additional fcilities bewndﬂmse facilities whose costs were included in the off-site
“hool: -@&amdwmwmcmﬂmmhemmmdudngﬂmmwhuﬂheoﬂlme
:ihook-up foe, the Company maynqmlheap;i:mmmun such additional facilitics as arc
required to meet those additional fire flow requirements, as 8 non-refundsble contribution, in
addmmbﬂleuﬂ’-siteh:nk-mfae

'Eﬁ)'p‘cﬁve Date:

-Approved for Filing in Complisnce with
Decision No. ___

PEOCISHAPIROYIGH083 12046 003
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Water Master Plan

Lake Pleasant 5,000
Original Report Date: Decomber 8, 2004
Revised Report Date: January 4, 2005

Prepered For:
Hacvard Investmenis
17700 North Pacaesiter Way
Scotisdale, Arizone 85255
Phone: 480-348-1118
Fex: 480-348-B276
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Wisder hiilor Plan
Sy 4. 2000
Abbraviations
a0 Acrea
ADEQ Arizona Depaeiment of Ervironmenil Qualty
ADWR Arizona Department of Water Rescurcas
AWWA Amaricen Water Works Association
Du Dweiling Uniis
‘EDU Equhvalent Dwelling Units
gal ‘Gallons
gpepd Gallons Per Capita Per Day
apd ‘Gallons Per Day
opm ‘Gallons Per Mine
LF Lineer Fast '
MAG Marlcopa Assodation of Gavemments
MDR Medium Density Residental (single family housing)
‘MF - Multiple Family
MG Milion Gallans.
MDD ‘Milicn Gallone Per Day -
n Menning's Roughness
“psl Pounts Per Square Inch




10  Introduction

14 General Dascription
_mpwmudquhmﬂﬁwummmmmmywm
within Maricopa County. Tml:mpmd davalopment i located within the City of
Surprise Geners Pl aned, amd B anticipated to coneist of approximately 10,000
residantial dweling unita and 300 scres of commarcial davelopment. The general sie
mﬂnnmbemhFUm1uhPmm50mwm

Figurs 1 Lake Pleasant 5,000 Vicinity Wap

1.2 Project Location

The Laks Pisasant 5,000 devainpmant includes sections 5, 8, 7, 8, % 17 and 18 as wall
88 a majority  of Saction 4 In Township & North, Rnngazwmdm Gla and
-Salt Rivar Base and Maridian, Mardcops Counly, Afizona. The site & located nocth of 3R
‘74, south of the Hnrimpnnounlyllm. and sast of the 211" Ava alignment,.

13 Topagraphic Conditons

Tha Lake Pleasant 5000 dminpment conelsts of undevelopad desert land. The
nodhern and noriheast portions of the site are daminated by mountainous tsmaln, while
‘;nu:dmnﬂrd of the. ullala falrtyﬂatslnphgfrun north to soulh &t epprodmetsly a 3%
grade.

k45101000 ' 1




Lake Floseant & 000
W Soarter PR

‘14 mdm

ﬂwwmonntmlunludylslnpmldaamnmplu discussion of tha waler
infrastruchurg neceasary 1o serve the proposad Lake Pigasant 5,000 development. Thia

study will discuss the polable water facliles required to serve the praject. Storage,

supply, and damands assocleted with ihe proposed development wil be addrassed. It is

 Important to nole, thet the onelts disribution knos ara not addressad within this study.

20  Distribution Systsm

21 Prassin Zana mmpllan

The proposed Lake mmanmmmntmmmwautdm
pressurs zones. The pressure zane boundaries wil be set at approximelsly 120-feet
intaivals. The anlicipabed prasaure 2ones for the aite ams oullhad in Tabla 1 Lake
Plagsant 5,000 Pressure Zorms. An eshiblt shawing the pressurs zong boundgries Is

“inckuided in Appendix A Pressure Zone Map.

Tgl:ln‘5j Lake Flaunmsm Prossurg Zonss

_Low. | High |

Zonw._| Comour | Con
P11 | 2080 | 220
P2 | 2200 | 2,300

30  Projected System Damands
34 General

The I.alm Pleasant 5.000 ﬂavelnpmam ls anticipated to oonslst of 10.000 dwelling units.
The avempga duydsmnnda for the site were delermined besed on the projected number

’hfffmiiduﬂnl ‘units and the projected smount of cammenrcigl acreags. The

prajected pepula’don for the reskientiel area was calculatad by muliplying the number of
dweling uniis, by & papulation density of 32 pecple per dweling unit {ppcu). The water
damend far the sie was calculatad by multiplying the: pm]actad population by the new

_residantial demand factors from tha Arkeona Department of Water Resaurces {ADWR)

Third Managemsnt Plan or e Phoenix Active Management Araa (AMA). These factors

‘consist of an Intedor waler demand of 57 gped and an exisrior water demand. of 178
“gellons per dwalling unit.  In:crder fo mainisin these demand fackors, it was assumed
That the residontial turf arcas would be Umitsd % BOO 1%, e defined by ADWR's Third
: Mamgnmrrt Pian, and that other conservation messures Identfled In the Thir

e Plan wouki be Tollowed. A commercial demand of 2,000 gallons per acte

‘wae also used in these caloulafions. The demend factors used for this ‘Projsat are

nummuluﬂ in Tubln 2 Whter Damand Factors.

pr— 2




Lakn Flassant 5. 000
Walor Ml Pt
— iy £ 008

hhmh‘ﬁammdmmchyalﬂpukhnurdmdnmﬂthfﬂMG
‘proposed Lake Ploasant 5,000 development. A maxdmum day peaking factor of 1.8
times the avernge day demand was assumed. VWiils a peak hour psaking factor of 3.0
tines the average day demand was assumed. The projected average day, maximum
dB:yJ‘mdMMurmmmmmlnnbhaumms.mm

Table 3 Lake Plomsant 5,000 Water Damands

ItmhnpnmtumhthitmllrdwmndufnrﬂmmmhunuflhupMpnsudgnlfmum
have not bean included within thase caloulations. Tha goll courmea are planned & ba
»Iniumad through raclalmed water. - Additionally, changes to the number of dweling unis,

o mum,aMWIMMrmmmmmuﬂnMrm
.Immormmaaualm dernand. .

:;3.! Flre Flow Dllmnd

Tho proposed Lake Pleasant 5,000 water systam will be capahls of providing sulficient
e mmaMunm dnalopmum Tha requirsd fire flow will depend on the land use
in sach area, but |5 an 1o ranga fom 2 middmam of 1,000 gpm within the
residential Rreas mbs,ow gpm within the commercial areas.

40  Water v
Thamlumuofwahrsbmhhahduﬂad wiihin the alta hae been cakculated lo
provide & rellable water systern. Bufficlent walsr storage [s prolected 1o be stored on site.
In ordar fo meed the makimum dey weter demand. The water storage volume projected
‘vmmproposad Lake Pleasant 5,000 development is & Wial of 7.6 million: galions. It is
. : rag wuuld bbe pravided through bwo 2.30 mitlan galion tanks and
wo 150 mllnngall tanks. T 5 Jocallon of the waler atorage resarvoirs throughout
‘the ulb witl be dﬂmnlnadat s ﬂmru'-ilms '

fanally, une 50¢,000 gallon starmgs tank in anticipated 0 be conatryctad ot he wall
finid. Thia tank will be ussd to help reduce cydling of the wall pumps and to provide
mmmwmsmmmmmnmm

JN 46101000 ' k|
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‘Telephone (602) 916-5000

IN THE MATTER OF THE APPLICATION | DOCKET NO. W-‘UBSW&-OS-GMG
'OF CIRCLE CITY WATER COMPANY, L1LC

REC E i Vf-' D

'Pmﬂmm CRAIG
A Professional Corporation + 3005 KAR <2 12 Le 47
L peoeTen, e

& .'::, D N Q‘;C“] . { > ! ]
3003 Noxth Centrd Avezve AL R osas.,  DOCKETE
Suite 2600 K
Thoenix, Arvizona 35012 MAR « 8 2005

. - »
Attorneys for Cirele City Water Company, L.L.C. I m

1

BEFORE THE ARIZONA CORPORATION COMMISSION

FOR AN EXTENSION CF. ITS EXIS'I'DIG APPLICATION FOR EXTENSION OF

'CERTIFICATE OF CONVENIENCE AND | CERTIFICATE OF CONVENIENCE AND |

NECESSITY FOR WATER SERVICE. NECESSITY

purposes within portions of Maricops County, Arizonz, The Circle City system in Maricopa
County was originally cectificated by grant of the Arizoms Carporstion Commission
(“Commission™ on August 15, 1958 1o Circle City Development Compeny (Decision No.
31121}, transferved 1o Spencer D. Stewwrt and May Jan Stewsrt dba Consolidated Water Co. on

‘No, 51286 (August 8, 1980). On July 1B, 1996, the Commission approved Brooks Watcr,
'L.L.C.’s application far approval of the sala of aesste and transfer of certificates of convenisnce

18, 1996). Brooke Water LL.C. then tranaferred its Cirele City Division®s asscts and CC&N to

Circle City Water Compeny, L.L.C. (“Applicant™), an Atizona public service corpomtion,
herebry applies for an Ordet approving an extension of its existing Certificate of Convenience and
Necessity (“OC&N®) for water service 1o include an area encompassing & development knawn ss.
Lake Pleasant 5000 (the “Development”™). In support of this Application, Applicant states s

1.  Applicant is a public service corporation engaged in providing water for public

Jarmary 6, 1964 and later transferred to Consolidated Water Co., LTD by Commission Decision

and necessity (“CC&N") awned by Consolidated Water Co., LTD, in Decision No, 59754 (July




W @ o ;W B W W

N NN NN N R [ ST S B SO R S R o
Mmoo W N R 8 v 0 o e W N e O

36

‘EENNENDRE CRAND
Fulmmﬁmlm

water supply for the Development
‘.WEMWWMMWW Honos, fae use of CAP watet roscrves i this
g mi mﬂf

Circle City Water Company, LL.C. on June 16, 1998 (Decision No. 60972). Applicant currently

detves approximately 167 water utility customers. The area served by Applicant containg both

sesidentinl and commercial propeties.
2. Hwvard Investients, Ino. (“Developer”) has sequested thet Applicant extsnd
water utility service to the Development. A copy of the request for service is attached hereto as

A Ihena?elnpment encompasses approximately 5,006 amsamlmptnmndfm
roughly 10,000 regidential dwellings and & mixture of commercial units. The erca to be included
in hpphm'a CC&N (the “Expansion Area”) includes 4,882 acres in Maricops County
approximetely one mile north of the intersection of state ighway 74 atd 211™ Avenue. A legal
#lﬂipﬁuﬂfbrﬂw;porﬁmoftheExpaniiunArenisauachedhmlsBxhiﬁlZ. The Expansion

" Ares algo includes 150 scres at the northwest corer of 235% Avenue mnd Joy Ranch Road in
‘Maricops County. A legsl description for that partion of the Expansion Ares ia sttached hereto as

Exhibit 3. |
4, Wastewster uiility service will be provided to the Development by & municipality

or privare uﬂ]ixymwdm and Developer is in the procese of abtaining necessary approvals and

agmementsﬁrmhiomm
5. Water supply for the Development is anticipated to come from a combination of
dwater wells 20d Non-Indian Minicipal and Industrisl Central Arizons Project (“CAP*)
_'Suhcmu'm Agreemmta Tt is anticipated that sufficient well capacity will initially provids
umdwiter 1o meet the average day demand, but will eventially serve as the primary backup
WmmmeCAPamommﬁnbepmwdudw

waber conservation uﬁhmbymihzmg 2 Water wu:oullocawdto
6. ‘Applicant's management contact is Robert T. Hardoastle, whoss busincss address




i 3101 Btate Road, Bakersficld, California 93308. The telephone wumiber is (661) 633-7526.

7. Applicant’s operstor, certified by tha Arizoma Department of Envirnmental
Quality, is First Nations] Management, whose business sddress is P.O. Box 1020, Apache
Tunetion, Arigona 85217, The local telephone number is (480) 677-6080.

8  Applicant’s ablorneys are Fermemore Craig, whose ackress is 3003 North Centeal |
Avetiue, Suits 2600, Phioenix, Arizona 85012-2013. The individusl attorney responsible for this
application is Jay L. Shapiro, Mr. Shapiro’s telephone number is (602) 916-5366. All Data
Raguesis ar other Requests for Information should be directed to Mr. Robert Hardcastle,
| with & copy to Mr. Shapiro’s attention, on bebalf of Clrele Clty Water Company.

9.  ACetifioate of Good Standing for Applicant is attached hereto an Exhibit 4.

10.  The newly noquired customees in the Expansion Area covered by the spplicatio
12 | will receive water service subject to Applicant’s current rates and charges for utility service,
13 | which wers epproved in Decision No. $5839 (January 1, 1988),
14 11, A service mres map indicating Applicant’s present water CC&N, and the area
15 | requested by this Application, i atiached boreto as Exhibit 5
15 | 12,  Applicant’s belance shost and profit aad loss information for the 12-month period
27 | ending 2003 is attashed hereto a5 Exfibit 6. An update balance sheet for year-cnd 2004 will be
18 | provided when wvailshle.
19 { 19; AMuuerrDeugnrepmfnrﬂwaelopmmmnumhadhmmuM?
20 | 14, Amydammsmnmmmmmm)ummmm“

: 21 | Exhibits.

! 22 15. The sstimated mumbers of residential cuatomers to be served in oach of the first
23 | five years of wates tlity service to the eveas sovered by this Applioation are as follows:

> J ¥, [ S 7 R % S ™

-~

241 1% Yeur: 500
25 | ;2 Year: 1000
;3 Year: 2000
25 § 4% Year 3500

Pemunan Chnie ;
. Faasaiaerak CosroRATION !
ok - 3 bl




1 5" Yepr: 5000
2 ! .
16,  Applicent’s estimated snnunal operating revetiue sud operating sxpenses for each of
the first five years of operation in the new sree covered by this Application are as follows:
a
| 1* Year - $99,320 1" Year - 5175 543
6 »2"' Year - §269,728 ™ Yoar - $320,795
Year $514 485 3 Year - 516,527
? Yen.r $888,149 4* Year - $855,970
o 5" Year - 31.301.837 5% Year - $1,279,276
9 17. In order for applwant o pruvide water gervice ¥ and within the Development,
10 | water distribution facilities must bo constricted. The total estimated cost to construct utility
11 | facilities necessary for Applicant to serve customers in. the Expansion Ares is spproximately
12 | $42,409,778 through the first five years of development. Applicant proposes to have Developsr
13 | oconstruct water distribution facilities to serve the public utility watsr needs of the Development as
14 | set farth in the Water Fucilitica Agrecruent betwsen the parties, sttached hercto as Exhibit 9. The
15 | plantcost projections, mnlnding service meters, by year for the next five (5) years are as follows:
e N 1warv e aten fue
.1,? Plant Cost Projection ol
18 1*¥Year: $11,328,796.00
18 2% Yegr; $12,578,796.00 Joa &
" 3™ Year: $22,141,211.00
45 4> Your: $36,214,878.00 g
5% Year: $42,409,778.00 Lob 'y L%
21 /m//—\bfm~vamf\/\fmw~ .
23 18, The water facilities nweded to serve the Expansion Aroa will be constructed as
i needed toprtmde service 10 wstomm ‘The starting date for the construction of facilities at the.
25 19. 'Ibr: ‘constraotion of fhe additional utility facilities necded %o serve the Expansion
26 | Ares will be financed by & combination of both refimdable Adveances in Ald of Construction and
FNEORE CRAIE
qulm':a.gﬂmlﬁ - q -
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non-refimdable Contributions in Aid of Conetruction (“CIAC") pursuznt to the terms of the Waber
Facilitica Agreement between Applicant and Dsveloper. Applioant has filed a concurrent
-application for approval of 4 proposed Hook-Up Fec Tariff. If approved, all amounts collected by
Applicant pursuant to the Hook-Up Fes Tariff will constitute CIAC, and will be used solely for
the purposse of constructing facilities to provide additional water produstion, storags, pressure,
‘and transmission capacity to prosent and finurs developments. There is a public need and
‘necesslty for public utility water services in the Expansion Aree. The Expansion Arca is not
«currently being served by another oertifioated water utility. :

20. Tha ﬁnm Department of Environmental Quality and Arizooa Depariment of
extension ares. These approvals will be provided to the Commission once issued by these state.
agencics. |

21 Notice of this Application will bo given as required by the Commission and proof
of publicgtion will be filed with the Commisaion.

22.  Applicsat will file an application. for approval of a franchise agreement with
| Maricope Connty fur the proposed extension area, and will submit it to the Commission onoe it is
| received. Appliosat anticipates filing the franchise agreement with the Commission within 365

8 f daysof the sffective date of the Commission's final decision in this matter.

23. An emnslm oprphmnt’s CC&N to include the Expansion Ares would be
service territory, mﬂApplialrItu in the best position 1o Mdandmdewm service to the

Dmlopmm at this time. Additionally, expansion of service will benefit Applicant’s existing

BN N

sustomers by allowir thaemt Ofpfwldmsm service to be spread over a larger. customer
o greater econotnies of scals. As e result, Applivant maintnina that this Appiication

base to achis

] isin the public intecest and should be granted.

28
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24,  'To thebest of its kmowledge and belief, Applicant is currently in omnphmee with
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all regulatory requirements spplicshie to jte provision of water utility service in Arizons,
| including all nppﬁmﬁtd-ntdm, rules and regulstions of the Commission, ADEQ snd the
Maricopa County Environmental Servicss Division. '

WHBREFBRE,&pphMmMMquum&aﬁnmng

A,  Thatthe Commission proceed tc consider and act apon this Application as timely
as possible and to schedule a hearing, 1f necessary, on this matter;

B. Thntnpmmmplsﬁanufandhemngthutmemwmmmoder
Whmof&pphmt'smcuﬁm of Cotivénience and Neceasity to

' include the additional geogrephio nmmqumadbyﬂnuAppI:mhm aa shown in Exhidbit S,

C. 'I'hatﬂn(‘.‘mnmnmonmmh other and fimthet relief ss may be sppropriste

DATED this 2nd day umm,,m.

cowadmedm otwnf J?cdms.

Jim Fisher, Exewﬁwonnnulmnt
Utnht:nul}mmnn o

16807093 /20400 003
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Lake Plooeant 5,00G
Water iastar Phis)

s, 2

14 Scopo of Study
The purposa of this siudy Is to provida s concepiual discussion of the water
Infragiructure necessary 1o serve the proposed Lake Plaaesnt 5,000 development. This
atudy Wil discuss the polable water fackilies requirsd to serve the project. smm
aupply, and demands associated with the proposed develcpment will be axkiressed. It is
imporiant to nots, thet the onaite distribution lines are not addressed within this study.

: -2.,0 Distribution System

21 Pressurs Zons Dascription
The proposed Lake Pleasent 5,000 development I3 anticipated fo consist of flve
pressurs zones. The pressurs zone boundaries will be set at approximately 120-7est
inkarvals. The enticipated prassure zones for the site are cullinad In Table 1 Leke
Ploasant 5,000 Presaura Zones. An bt showing the pressure zone boundariea is
included In Appendix A Pressure Zone Map.

T‘Hlli 1 I.dm Plessant s.m Prassura Zanes
. ‘Low | High
Zane },; our | Co

P 2,080 :2.’20&

P2_| 2200 | 2320

Pa_| 2390 | 2440

30  Projscted System Domands

31 General
- Ty Lake Pleagant 5,000 develcpment 12 anticipated to consist of 10,000 dwelling units.
The sverags dey demands for the site were detsrmined based on the projected number
‘of residantial dweling unite and the projecisd amount of commercial acreage. The
prajectad population for the residential areq was caloulated by mulliplying the number of
-dwelling units, by a population density of 3.2 people per dwelling unit {ppdu). The water
demand for the site was calculatad by multiplving the peiected population by the new
residential demand factors from the Arizona Departmert of Water Resources (ADWR)
‘Third Manmgamant Plan for the Phiosnix Active Managament Area (AMA). Tress factors
~consigt of an intericr waler demand of 57 gped and an sxierior water demand of 178
palions per dweling unit. In order lo maintein these demand factoss, it was assumed
that tha maldsntial turf areas would be limited to 900 f°, ns defined b; ADWR's Third
‘Manegemont Plan, and thet oiher consorvefion mesaures ideniified In tha Third
baragement Plnn woukd be followed, A commerclal demand o 2,000 gallons per acre
‘wis slso used i thess caleulations,  The demand factors used for this project are
: mmnrhnd In 'I'abla 2 Wchr Dnmand Factore.
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Appendix A Pressure Zone Map
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", | Compsny Name (Bustuess Neme) CIRCLE CITY WATER COMPANY L.L.C.
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KEREFIELD CA__ 93380

, 800-270-6084 or £61-633-7546  800-748-6981
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928-667-3336 928-667-2527
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Franchises

7.928

Land agd Land E!ﬂ

28,011

1,142

Dinﬁh:ﬂan Rmmn and Bﬂndm

Tmmﬂ\ and Distribution Maing

1

4.468%

1,380

3.85%}
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e
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[COMPANY NAMEE

PLEMENTAL FINANCIA

Long-Tetm Debt

T LOAN#L | LOANR® LOANB

LOAN #4

S

‘Sounze nf Loan

| ACC Desision No.

7 ", | Ressgu for Loan
‘Dollar Amoust Jssued s $ 5

Ampunt Ok

| Date of Maturity

Currant Year Interest 18 s $
Carrapt Yoar Prineiplo 18 $ s

Matag Depogit Balanco at Test Year End §3.986

Meim Deposits Refindsd During G Test Yoar ~~_§ 0
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msmmmmmnmmmmmmmrmm
RECORDS OF SAID UTILITY; THAT 1 HAVE CAREFULLY REXAMINED THE EAME, AND DECLARE
mmmnammmnmsmmmaummmmm SAID
UTILITY FOR THE FERIQD COVERED BY THIS REPORT IN RESPECT TO EACH AND EVERY
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PROPOSED OFF-SITE HOOK-UP FEE TARIFF
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Cirgle City Water Compeany, LLC
Docket No, W-X0O000{-08-XXXX
-Off-Site Hook-Up: Fee Tariff
Page 3

.o later than within 15 calendar days after receipt of notification from the Company
that the Utilities Division of the Arizona Corporation Commission has approved the
Mmmwnsionhgmunminaomdmmﬂmlmwm)

b memmhmmumhtwmmmmmw;m
Extension Agreement thet wes approved by the Arizona Corporstion Commission —

htheevatheApphnam,DqupuuerIdufhtmdoeismtmqmedm
enter into & Main Fxtension Agreement, the charges herounder ghall be due and
thummthmmmmummmumﬁmmmmue

g Facilitie tion By Company and Applicant, Developer
anuﬂdum?agreehm&mﬁmufdhmhﬂmwmmhm a particular
developmeint by Applicant, Developer or Buiider, which facilitics are then conveyed to
Company. In thit event, Company shall credit the total cost of suck aff-site facilities ag en off-
set 1o off-site hook-up fees due under this Tariff. If the fotal cost of the off-site facilities
mmwnwhmmmmammmmmmxsmmm
npplicable off-site hook-up fees under this Tariff, Applicant, Developer or Builder shall pay the
remaining amount of off-site hook-up fees owed hereder. If the total cost of the off-aits:
Tacilities o d by Applicant, Developer or Builder and conveyed to Company is more than
tlnapphcable off-site hook-up ﬁaesmderﬂﬁs Tariff, Applicant, Developer ar Builder shall not
‘be entitled to any refunds.

| Failure wrge ent Pgvinguts; The Company will aot be oblignted 1o
-mvﬂmﬁmwtowb«ahpwur Bmldumoﬂmapphamfmmmmthemt
that the Developer, Builder or other applicant for service has not paid in full all charges
_hereunder. UndermemummeswilhhnCmmsuammoro&medlowmw
bumblnhndifﬂmmﬁrcmmmfmwmmthnnmbempmd. :

F) vigicm Prgiects: In the event that the Developer or Builder is engaged in the
f»developmmdnmmdenﬁal subdivision containing more than 150 lots, the Company may, in its
;mmnmmempnymmofﬂﬁmm-mfewmmhﬂmu Suchinmlhnm:mbe
' mden . -and should attempt to equitably
' ',fL'_‘fhmdonﬂnDavulopeuaBnﬂdwacmmw

{@® Off ook-Up Pees Wog-refundable: The amounts collected by the Cumpmy
to ﬂﬂs Oﬂ‘ sm Huak-Up Fee “Tariff ahnll be nan-tefundable contributions in uid of




‘Water Master Plan for Lake Pleasant S000




Lok Ploazer 5,000
Water Ainstw Fian
ity £, 2008

10  Introduction

%4 General Dascription
WWMPMEWUMWMMWWM
within Maricopa County.  The prpased development is located within the Cliy of
Surprise Genersl Pley ama, and s anticipated ta consiet of approsimetely 10,000
rasidantinl dwsling unita and 300 acres of commercial developmant. The general site
Iocnﬂnnmbuaunlnﬁbma‘l uhﬁmmsummmu.p

Figure 4 Lake Pleasant 5,000 Vicintty Wap

1.2 Project Location
fmmnmunt!imumalnpmntmumms 8. 7,8, %9 17 and 18 a8 wall

“as & majowity porion of Section 4 In Township & North, Ranga 2 Wsatol the Glis and
Salt River Base and Maridian, Marcops Counly, Arizona. The sile i located nodh of SR
74, Itll.l|h oftha Maﬁmpl cnunlyllna,, and sast of the 211" Ava alignment.

13 Topographic Conditdons

The Lake Plasant ﬁuoo dmmm conslats of undeveloped desert land. The
nadham and northeast portions of the site are dominated by mountainous tsmaln, whils
Ihe eestern third dﬂnﬂbhfaldvﬁutllumm nth to mlhulappmdmdslyn 3%




Litke Plessant 5.000

Waalor Mlor Pian
muzmuunmdrmm
___Typs  [Damand| Unkt
Recidenti Exmron 178 _ { paliduitay |

cmmuanl ' zum

,,Puhhg factars for the mmdmm:hyardpukhnurdmdsmadhmdfalha
;‘propuuedmmmts.ounammt A maximum. day peaking factor of 1.8
‘times the average cay demand was assumed, Wiile 3 peak hour peaking factor of 3.0
timas the average day demand vwes aseuned. The projectsd average day, maxdmum
‘MNMrmmmmmmnmammms.mm

‘Tabis 3 Lake Pleasant 5,000 Water Damands

R l : A m, i )
|4:204 00012018 7.5

ltmhnpummlnuhﬂutmhrdmanﬁhrﬂmmmnunuflhupmmduulfmumaa
have not bean included within thase calculations. Tha goll coursea are plannad & ba
Imigated through raclalmad water. Additionally, changes to the number of dweling unis,
pmjwhdimdmu.andmﬁnlnﬂﬂdmlmhrmoﬁammﬂmuﬁndhrm
.Imnmormlnmlmdmmd. : .

33 FIuFIulem-nd

“The propased Lake Pmsmmmmm be capable of providing sulficient
e How tiwoughout the development. The required fire fiow wil dopandmths land usa
in sach area, byt ks enticipelad 1o ranga fom a minimem of 1,000 gpm within the
residential areas 1up to 3000 gpm within the commercial areas.

40  Water St .

The veluma n‘rwahrnlnmnu to be Included within the alte han been caiculaled o
provide w rellable water sysiem. Sufficlent waler storage ia projectad to be stored on sife
mowemmmmmaymmm The water storage volume projected
forlho roposad MMMSOHMWmanH.BnﬂImﬂm itis
-anticipate ﬂmthswwauldhupmldud through hwo 2.30 mitlion galkin tanks and
151,50 milon galion tanks,  The localion. 'of the weter storage reservoirs throughout
'vﬂullwwlﬂbommaﬂafummﬂm.

 Additionally, une 500,000 galion stomge tank i anficipsted 1 be constryctnd at Bhe well
“fiaid. ‘Thin tank will ba used 1o help reduce cydling of the well pumps and 0 provide
vmmmwmebmmmmmwﬂmm

JNE46- 101000 ' 8 m
. o a




Wir Magter Pln
Tal:ln A Tnmnﬂ-llnn Misin Datelis
w7 "End  [Lengthim] Dlawm(in) | StwtBior | Eod Elev
| CAP mmwwmcg 44000 | o4 1550 1910
y Wister Coll_nke Plansant 5,000 4?uon 2 | s@p | 2300 |

80  Opinion of Probabla Costs

-An engineer's opimon: ufpmbabb m has been. developed for thia project. These
“costs are basad on the sngineer's axperance with ihe construction induslry, and should
be used for plamning purpcese only. The costs heve been developed for the walla,
tenks, transmission linos, and booster siations, the onsite distibution ines have not
been Included as putof this analyals.

I . nn




Appendices

Appendix A Prasauro Zano Map
Appendix B Propoged Transmission Maina
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Appendix 1

K ] 'mmmﬁbmummmawdnmm
nnmcs«multmummmwnﬁ compenies CIAC taxable chligntions. Tn

.wu-mmmmmmsmm mmit be met by uiility companics. Cirle

' . \,,m““-ﬂ‘!ﬂ'wmm

cllet oo " e o 17, 1996, Th oy M o

i final TRS regulptions sed -

waﬂmmin the conteaty, Circli City Wter Compuny, 1.1..C. doos not expect to




EXHIBIT S




[P

N e 3 N

q

BEFORE THE ARIZONA CORPO o SSION

COMMISSIONERS | 05 WG 10 A G 42

SUSAN BITTER SMITH - Chairman oo il
BOB STUMP 42 CO x‘z}N \ ‘
BOB BURNS DOCKET €O ““
DOUG LITTLE

TOM FORESE

3
7

"o

.. ’:Si?’“%

f\..z

IN THE MATTER OF THE APPLICATION DOCKET NO. W-03510A-13-0397
OF CIRCLE CITY WATER COMPANY
L.L.C. FOR APPROVAL TO DELETE MOTION TO DISMISS
PORTIONS OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND TO
DELETE THE REQUIREMENT TO FILE A
RATE CASE PURSUANT TO DECISION
NO. 68246.

In accordance with A.A.C. R14-3-109 (C), Lake Pleasant 5000, L.L.C. (“LP5K") hereby
moves to dismiss the Application of Circle City Water Company for Approval to Delete Portions
of its Certificate of Convenience and Necessity (“CC&N”) filed November 19, 2013 by Circle
City Water Company (“CCWC”).

L. INTRODUCTION

On March 3, 2005, CCWC filed for an extension of its CC&N that would expand its territory
by approximately 5,000 acres to include the Lake Pleasant 5000 Development (the
“Development™) owned by LP5K and controlled by Harvard Investments (“Harvard” or the
N&,Ueveloper”) as well as the property known as Warrick 160", This extension was based upon a
request for service from the Developer to CCWC. The Commission in Decision # 68246 on
October 25, 2005 granted the request and added a condition that CCWC must show how the

Development benefited current ratepayers in CCWC’s next rate case. During this time, CCWC

! Warrick 160 is owned by the Maughan Revocable Trust of 2007 who is an intervenor in this case.
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and Harvard entered into a Water Facilities Agreement (“WFA”), which governed how water
service would be provided to the Development. Additionally, CCWC and the Developer, among
others, entered into an agreement with the Central Arizona Groundwater Replenishment District
(“CAGRD”) for Phase I of the Development to receive an assured water supply.

During the subsequent years, there was mterrmttent contact between the Developer and

T e s
gy —— et s S,

. ,
CCWC,}Due to well documented economic issues, the development community was put on hold

=l o

for several years across the country 15ur1ng thls tlme the Developer st111 contmued with entlthng

e St e, et -
G T T ot i,

e s g

I

the pr0perty and ensurmg already approved entltlements were kept curren!/ In 2013, the {:'

Develo er had some discussions with CCWC as to whether the project Would be developed

[ e R P A et e < e
After further rev1eﬁ\1t was determined that the project was indeed viable., /In accordance with the
I T o SR e,_,,‘«"’

WFA, on July 18,2013 LP5K paid CCWC $67,782.61 for expenses incurred by CCWC in the
creation of the extension area. CCWC filed the instant case on November 19, 2013. The
Developer reiterated its request for service on December 11, 2013.2

Since the filing of the application, the parties have met numerous times and have
exchanged various settlement proposals. Unfortunately, the attempts at settlement have not been

/f,,_m»,m....h T B \
successful. Also during this time, Staff has filed direct testimony, in the form of a Staff Report, /

e
II. NEED FOR SERVICE

As seen by the original request for service as well as the renewed request for service in 2013,
the Developer needs water service to be provided by CCWC. Since the time of the original
decision, the Developer has relied upon the CC&N extension in filings with various government
entities including Maricopa County. Deletion of the Development from the CC&N will destroy

the economic viability of the Development and cause irreparable harm to LP5K and Harvard.

2 The request for service is attached as Exhibit 1.
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It is important to remember that this Development is an extremely large master planned
community. At approximately 5000 acres, it is one of the largest in the State. These types of
developments take time. A smaller master planned community in the Southeast Valley took over
30 years to reach build out. A well laid out plan for development, which includes water service,
is necessary for sustainable development and requires certainty in the entitlements of the project.
LP5K, and the County, view water service as a necessary entitlement for development. LP5K
and Harvard have a vested right to receive service from CCWC. Allowing CCWC to remove the
Development after the Developer has relied upon the CC&N causes irreparable harm to the
property owner.

In its Direct Testimony, Staff discusses the need for water service.> After reviewing all of the
information and sending out Data Requests, the determination was made by Staff that water
service was needed and recommended that the application be denied.* Additionally, as noted
above and in the Staff Report, CCWC received money from LP5K for expenses CCWC incurred
for expanding its CC&N. As noted by Staff, “Circle City in cashing the Developer’s check took
action inconsistent with its current application to delete the Project service area from its CC&N.”
Allowing CCWC’s application to move forward after CCWC received money from LP5K only
rewards the utility while harming the Developer.

IIIl. PUBLIC INTEREST

There are several issues of public interest at issue in this case. As discussed above, certainty
in Commission orders is paramount to the public interest. Allowing a utility to unilaterally and
without any basis in fact to move forward to delete a portion of its CC&N is not in the public

interest. If this application were to proceed to a hearing, LP5K and others would be required to

3 Staff Direct page 5.
1d. 5-6.
Id. at 5.
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spend time and money to defend its need for water service when Staff has already determined the
need exists. Additionally, it is not in the public interest for a utility to enrich itself by accepting
money for expenses incurred in expanding its CC&N and then less than five months later, file an
application to delete that same area.

As noted in the Staff Report, a deletion of this CC&N “could result in the creation of at least
one other small, possibly non-financially viable, water company [which] is not consistent with the
public interest.”® Staff is correct in their assessment. A need for water service exists and if
CCWC’s application were granted, LP5SK would be required to find an entity who would fill that
need. There are several factors as it relates to public interest that necessitates a granting of the
Motion to Dismiss.

IV. CONDITIONS ON CCWC FOR THEIR NEXT RATE CASE

As mentioned above, CCWC, as a condition in Decision # 68246, is required to show how the
existing ratepayers benefited from the installation of new water facilities that were necessary for
the extension area in its next rate case. Since there has been no installation of new water
facilities, CCWC has asked that the requirement be deleted. Staff, in its testimony, agreed with
CCWC regarding the removal of this requirement. LP5K agrees with Staff and CCWC about the
removal of the requirement.

V. CONCLUSION

Based upon the findings of Staff contained in their Direct Testimony and the reasons
discussed above, LP5K respectfully request the Commission dismiss the application as it relates
to the deletion of the CC&N and eliminate the requirement that CCWC show a positive impact on

existing customers from the installation of new water facilities.

6 Id. at 6.
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RESPECTFULLY SUBMITTED this 10® day of August 2015

Pt

Garry D. Hays

THE LAW OFFICES OF GARRY D. HAYS, PC
1702 East Highland Avenue, Suite 204

Phoenix, Arizona 85016

Counsel for Lake Pleasant 5000, LLC.
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Original and thirteen (13)
Copies filed on August 10, 2015 with:

Docket Control

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

COPIES of the foregoing mailed/emailed
Delivered on August 10, 2015 to:

Janice Alward, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007
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Dwight Nodes

Hearing Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Thomas Broderick

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, AZ 85007

Robert Hardcastle
P.O. Box 82218
Bakersfield, California 93380-2218

Darin P. Reber

7501 E McCormick Parkway
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Lake Pleasant 500, L.L.C.
17700 N. Pacesetter Way, Suite 100

Scottsdale, AZ 85255
480.348.1118
December 11, 2013
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Mr. Robert T. Hardcastle

Brooke Utilities, Inc. -
P.0O.Box 82218

Bakersfield, California 93380-2218

Re:  Circle City Water Co. CC&N
Dear Bob:

I am writing in response to the application Circle City Water Company (“CCWC")
filed at the Arizona Corporation Commission {(“Commission”) that requested a
deletion of the Certificate of Convenience and Necessity (“CC&N"} covering the
Warrick 160 and Lake Pleasant 5000 LLC (“LP5K"} property. I was extremely
disappointed by your filing. As you are aware, LP5K intends to move forward with
the development and is adamantly opposed to the deletion of the CC&N. .

This letter will formally serve as a reiteration of the Request for Service letter
received by CCWC on September 30, 2004 from LPSK. I advised you, in an email
dated July 10, 2013 that LP5K intended to move forward and did not want the CC&N
deleted. As you are aware, LP5K has a Water Facilities Agreement (“WFA") with
CCWC and has met its contractual obligations under the WFA. In fact, in accordance
with Section II, paragraph 5 of the WFA, LP5K paid CCWC $67,782.61 on July 18,
2013. This payment was made and received when you were fully aware of LP5K’s
intentions. While you have attempted to get LP5K to sign a termination agreement, |
have advised you numerous times that LP5K and its development partners are
moving forward with this project.

LP5K will be filing an application for leave to intervene and will explain to the
Commission the need for service and the desire to keep the CC&N in place. LP5K is
ready and willing to present its case in front of the Commission. If there is any way
we can resolve this matter without wasting the Commission’s resources, please feel
free to call me.

LAKE PLEASANT 5000 L.L.C,
By: Harvard 5K, L.L.C, its Manager
By: Harva estments, Inc, its Manager

eris, Vice President
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TO: Docket Control JN 28 P u: 23
Arizona Corporation Commission AZ CORP ¢ OMMISStoN
PO TN

BOCUMENT Cox TROL

FROM: Emest G. Johnson
Director ‘g"f ‘
Utilities Division . % ‘f;‘x g ' 1
Date: June 28, 2005 M
RE: STAFF REPORT FOR CIRCLE CITY WATER COMPANY L.L.C.

APPLICATIONS FOR EXTENTION OF CERTIFICATE OF CONVENIENCE
AND NECESSITY AND APPLICATION FOR APPROVAL OF A HOOK-UP
FEE TARIFF (DOCKET NOS. W-03510A-05-0146 AND W-03510A-05-0145)

Attached is the Staff Report for the application of Circle City Water Company, L.L.C. for
the extension of their existing Certificate of Convenience and Necessity for water service and for
approval of a hook-up fee tariff. Staff recommends approval with conditions.
~ EGJ:LAJlred
Originator: Linda A. Jaress

Attachment: Original and 13 Copies Arizona Corporation Commission

DOCKETED
JUN 2 8 2005

DOCKETED BY )(A}
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EXECUTIVE SUMMARY
CIRCLE CITY WATER COMPANY, L.L.C.
APPLICATION FOR EXTENSION OF CERTIFICATE OF CONVENIENCE AND
NECESSITY AND APPROVAL OF A HOOK-UP FEE TARIFF
DOCKET NOS. W-03510A-05-0146 AND W-03510A-05-0145

Circle City Water Company, L.L.C. (“Circle City” or “Company”) filed an application
for approval of an extension of its Certificate of Convenience and Necessity (“CC&N”) and for
approval of a hook-up fee. The Company is a limited liability company providing utility water
service to 169 customers in the western portion of the Phoenix metropolitan area in Maricopa
County. The proposed extension encompasses 4,888 acres near Lake Pleasant, one mile north of
the intersection of State Route 74 and 211™ Avenue in Maricopa County. An additional 160-acre
extension is requested for the purpose of serving as a well field.

The existing system is comprised of one well, a 50,000 gallon storage tank, a booster
. system and a distribution system serving 169 customers. The new system to serve the Lake
Pleasant 5000 project in the extension area will ultimately serve 10,000 connections. The cost of
the proposed plant facilities is estimated to be approximately $55.4 million.

The Company has requested approval of a $3,000 per unit hook-up fee tariff that would
result in all of the back-bone facilities being financed by contributions. Staff, however,
recommends that the hook-up fee be set at $1,500 to provide for a more balanced capital
structure and prevent an overly subsidized private water company. :

Staff recommends approval of the application for the extension of Circle City’s CC&N
subject to compliance with the following eight conditions.

1. Circle City should file with Docket Control a copy of the Approval to Construct for
Phase I of this project within 24 months of a decision in this matter.

2. Circle City should charge its authorized rates and charges in the extension area.

3. The Company should file with Docket Control copies of the developer’s Certificate of
Assured Water Supply for the requested area, where applicable or when required by
statute within 24 months of a decision in this matter.

4. Within 45 days of the effective date of the order issued in this proceeding, the Company
should file a Curtailment Plan Tariff in the form attached to this report and docket it as a
compliance item in this docket for review and certification by Staff.

5. The hook-up fee tariff should be set at $1,500 for all new 5/8 x 3/4-inch service
connections, and graduated for larger meter sizes in the form as reflected in Staff’s
Engineering Report.

6. Circle City should file a copy of the county franchise agreement for the extension area
with Docket Control within 365 days of the decision in this matter.

7. The Company must demonstrate in its next rate case filing that its existing 169
customers will be positively impacted by the addition of the new water facilities
necessary to serve the new CC&N.

8. The Company must also provide a complete summary of its accounting for CAP M&I
capital charges in its next rate case.
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Introduction

On March 2, 2005, Circle City Water Company, L.L.C. (“Circle City” or “Company”)
filed an application for approval of an extension of its Certificate of Convenience and Necessity
(“CC&N”) and an application for approval of a hook-up fee tariff. On May 6, 2005, Utilities
Division Staff (“Staff”) found the application for the CC&N extension sufficiently met the
requirements of A.A.C. 14-2-402.2 and filed a letter in the docket so indicating. By Procedural
Order dated April 4, 2005, the CC&N application was consolidated with the application for
approval of a hook-up fee for the purposes of hearing.

The Company is a limited liability company providing utility water service to 169
customers in the western portion of the Phoenix metropolitan area in Maricopa County. Circle
City currently operates under rates effective January 1, 1988 as set by Decision No. 55839
According to the Company’s 2004 Annual Report to the Arizona Corporation Commission
(“Commission”), Circle City generated $66,372 in revenues and experienced a net loss of
$142,362 during 2004, the largest expense, $125,824, was related to its accounting for Central
Arizona Project fees and charges.

The proposed extension encompasses 4,888 acres near Lake Pleasant, one mile north of
the intersection of State Route 74 and 211™ Avenue in Maricopa County. This area is
approximately 5 miles north of Circle City’s current certificated area. An additional 160 acres is
being requested to be included in Circle City’s certificated area for the purpose of serving as a
well field. This area is at the northwest corner of 235™ Avenue and Joy Ranch Road and is
adjacent to Circle City’s current certificated area. The legal descriptions and maps of requested
areas are attached as Exhibit 1. Another map, Exhibit 1-A is attached which illustrates more
clearly the distance of the extension from Circle City’s current certificated area.

Background

Circle City received its CC&N on August 15, 1958 in Decision No. 31121 as Circle City
Development Company. The Company was transferred to Consolidated Water Co. in 1964 and
then to Brooke Water L.L.C. by Decision No. 59754, dated July 18, 1996. Brooke Water L.L.C.
operated it as the Circle City Division. The Circle City Division’s assets and CC&N were
transferred from Brooke Water L.L.C. to Circle City Water Company, L.L.C. on June 16, 1998
by Decision No. 60972. Circle City is now owned by Brooke Resources L.L.C., the sister
company of Brooke Water L.L.C.

The Extension Area Requested

Harvard Investments, Inc. (“Harvard™), a developer, requested that Circle City extend
water service to its approximate 5,000 acre planned development to ultimately serve 10,000
residential and commercial units. This extension is five miles northeast of Circle City’s
certificated area and is not adjacent to it. The large development will be a master planned
community known as Lake Pleasant 5000. The application indicated that Harvard was in the
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process of obtaining necessary approvals and agreements for wastewater service for the
development. Harvard’s attorney recently represented that Harvard is still in negotiations with
various parties to provide sewer service to the development. An additional 160 acres, adjacent at
one point to Circle City’s certificated area, is included in the CC&N extension request. This area
will serve as a well field and location for a Central Arizona Project water treatment plant. See
Exhibit 1 for maps of the current certificated area and the requested areas.

The Developer

Harvard is the United States’ development arm of The Hill Companies, a Canadian entity
with subsidiaries operating in the broadcasting, insurance, surety and bonding, recycling and real
estate industries. Harvard and a sister subsidiary, Harvard Development, own, develop and
manage real estate projects in Arizona, Texas and Southern California. Among the Harvard
developments in Arizona are Dove Valley in Peoria, The Homestead in Camp Verde, Canada
Hills in Oro Valley, Madera Highlands in Green Valley, Ocotillo Ridge Estates in Carefree and
La Barranca in Sedona.

/“"‘""“*\\

Harvard does not currently own the property for which it is esting service. Howeve;: I VV“‘
on May 27, 2003, Harvard and the property owners executed an(Option to Purchase Agreement.ﬂ_,)
The option period is for 8 years with various option parcels to be i -ctosed during

various periods under the agreement. The agreement authorizes Harvard to take actions
necessary to obtain entitlements or authorizations for development of the Property.

The Water System

The existing system is comprised of one well producing 110 gallons per minute, a 50,000
gallon storage tank, a booster system and a distribution system serving 169 customers. The new
system to serve the Lake Pleasant 5000 project in the extension area will ultimately serve 10,000
connections. It will be comprised of 11 wells, an 8.0 million gallon per day Central Arizona
Project water treatment plant, storage tank capacity totaling 7.6 million gallons and a distribution
system. The cost of the proposed plant facilities is estimated to reach $55.4 million. Off-site
facilities such as water treatment plants, wells, tanks and transmission mains are expected to cost
$30.0 million while on-site facilities such as distribution mains are expected to cost $25.4
million. Staff concludes that the cost estimates and proposed plant items appear to be
reasonable. Attached as Exhibit 2 is Staff’s Engineering Report which contains the engineering
analysis of the proposed extension.

Financing of ihe Utility Facilities

The Company has requested approval of a $3,000 per unit hook-up fee tariff that would
result in all of the back-bone facilities being financed by contributions. The on-site facilities
would be financed by main extension agreements. Staff is concerned that too much of the plant
for the extension would be constructed through contributions resulting in an unbalanced capital
structure and an overly subsidized private water company. Staff recommends that the hook-up
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fee be set at $1,500 per unit. See the attached Exhibit 3 for the financial analysis and more
comprehensive discussion of the hook-up fee.

Maricopa County Environmental Services Department (“MCESD”) Compliance

MCESD has determined that Circle City’s system is currently delivering water that meets
water quality standards required by the Arizona Administrative Code.

The Company has not received the Certificate of Approval to Construct for the proposed
facilities. Staff recommends that the Company file such approvals with Docket Control when
received by the Company.

Arizona Department of Water Resources (“ADWR”) Compliance

Circle City is located within the Phoenix Active Management Area. ADWR has
confirmed that Circle City is in compliance with its reporting and conservation requirements.

Staff recommends that the Company file with Docket Control copies of the developer’s
Certificate of Assured Water Supply for the requested area, where applicable or when required
by statute.

ACC Compliance

According to the Utilities Division Compliance Section, Circle City has no outstanding
ACC compliance issues.

Arsenic

The U.S. Environmental Protection Agency (“EPA”) has reduced the arsenic maximum
allowable contaminant level (“MCL”) in drinking water from 50 micrograms per liter (“ug/1”’) or
parts per billion (“ppb”) to 10 pg/l. The date for compliance with the new MCL is January 23,
2006. The most recent lab analysis provided by Circle City indicates that the arsenic level in its
well is 3 ppm. The arsenic levels in the proposed well field are unknown at this time.

Curtailment Plan Tariff

A Curtailment Plan Tariff (“CPT”) is an effective tool used by water companies to
manage water shortages due to breakdowns, droughts, or other unforeseen events. Circle City
does not have a CPT. Staff recommends that the Company file a CPT in the form attached to the
engineering report and that the tariff be docketed within 45 days of the effective date of the order
in this proceeding for review and certification by Staff.




Circle City Water Company, L.L.C.
W-03510A-05-0146 and W-03510A-05-0145

Page 4

Proposed Rates

Circle City will provide water utility service to the extension area under its currently
authorized rates and charges.

Franchise

Circle City has not yet applied for a franchise agreement with Maricopa County for the
proposed extension area. Staff recommends that Circle City be required to file a copy of the
county franchise agreement for the extension area with Docket Control within 365 days of the
decision in this matter.

Recommendations

Staff recommends the Commission approve the Circle City application for an extension
of its CC&N within portions of Maricopa County subject to compliance with the following
conditions:

@) Circle City should with Docket Control a copy of the Approval to Construct for Phase I
of this project within 24 months of a decision in this matter.

2. Circle City should charge its authorized rates and charges in the extension area.

@ The Company should file with Docket Control copies of the developer’s Certificate of
Assured Water Supply for the requested area, where applicable or when required by
statute within 24 months of a decision in this matter.

4./ Within 45 days of the effective date of the order issued in this proceeding, the Company
should file a Curtailment Plan Tariff in the form attached to this report and docket itas a
compliance item in this docket for review and certification by Staff.

5. The Hook-up Fee Tariff should be set at $1,500 for all new 5/8 x 3/4-inch service
connections, and graduated for larger meter sizes as reflected in Staff’s Engineering
Report.

@ Circle City should file a copy of the county franchise agreement for the extension area
with Docket Control within 365 days of the decision in this matter.

7. The Company must demonstrate in its next rate case filing that its existing 169 customers
will be positively impacted by the addition of the new water facilities necessary to serve
the new CC&N.

8. The Company must also provide a complete summary of its accounting for CAP M&I
capital charges in its next rate case.
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Staff further recommends that the Commission’s Decision granting the requested CC&N
extension to Circle City be considered null and void without further order from the Commission
should Circle City fail to meet the conditions 1, 3, 4 and 6 listed above within the time specified.




MEMORANDUM

DATE: June 27, 2005

TO: Linda Jaress
Executive Consultant III

FROM:  Marlin Scott, Ir. 4/l
Utilities Engineer

RE: Circle City Water Company, LLC
Docket No. W-03510A-05-0146 (CC&N Extension)
Docket No. W-03510A-05-0145 (Hook-up Fee Tariff)

Introduction

Circle City Water Company, LLC (“Company”) has submitted applications to extend its
Certificate of Convenience and Necessity (“CC&N™) and for approval of a hook-up fee tariff.
The requested extension areas will add approximately eight square-miles to its existing five
square-miles of certificated area. The Company’s existing CC&N includes three areas, two areas
are located in El Mirage (3-3/4 square-miles and 1/2 square-mile) and one area is Circle City (3/4
square-mile). The Company’s service area is approximately 20 miles northwest of El Mirage in
Maricopa County.

Capacity

Existing System

The Company’s existing system is located in Circle City. According to its 2004 Annual Report,
this system has one well producing 110 gallons per minute (“GPM”), a 50,000 gallon storage
tank, a booster system and a distribution system serving 169 service connections.

New System

The Company is proposing a new water system to serve the Lake Pleasant 5000 project (one of
the extension areas), which is located approximately five miles from the existing system. The
proposed system will have a well production capacity totaling 3,520 GPM from 11 wells (the
other extension areas for the well field), an 8.0 million gallon per day Central Arizona Project
water treatment plant, storage tank capacity totaling 7.6 million gallons and distribution system
to serve 10,000 connections.
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Staff concludes that the proposed system will have adequate production and storage capacity to
serve the CC&N extension areas. The Company plans to construct the proposed system in

phases.

Proposed Plant Facilities

The Company is proposing to construct a new water system in the requested area through the use
of a Main Extension Agreements (“MXA”). The proposed facilities to be constructed are:

On-Site Facilities:
Tanks
Booster stations
Transmission mains
Distribution mains
Subtotal

Off-Site Facilities:
Wells
CAP treatment plant
0.5 million gallon tank
Transmission mains
Booster station
Subtotal

On-Site & Off-Site totals
Contingency at 15%
Tax @ 6.3%

$ 5,502,500

$ 748,125
$ 211,200
$20,000,000

$ 5,322,250
$ 8,125,813
$ 1,061,625
$ 3,901,000
$ 473,813

TOTAL:

$26,461,825

$18,884,500

$45,346,325
$ 6,801,949
$ 3,285,341

$55,433,615

Staff concludes that the proposed plant items listed above and the Company’s cost estimates
totaling $55,433,615 appear to be reasonable. However, no “used and useful” determinations of
the proposed plant facilities were made and no particular treatment should be inferred for rate

making or rate base purposes.

Maricopa County Environmental Services Department (“MCESD”) Compliance

Compliance Status

MCESD regulates the Company’s system under Public Water System 1.D. No. 07-112. Based on
data submitted by the Company, MCESD has determined that this system is currently delivering
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water that meets water quality standards required by Arizona Administrative Code, Title 18, and
Chapter 4.

Certificate of Approval to Construct

The Company had not received the Certificate of Approval to Construct (“ATC”) for the
proposed facilities. Staff recommends that the Company file with Docket Control copies of each
ATC when received by the Company.

Arsenic

The U.S. Environmental Protection Agency has reduced the arsenic maximum contaminant level
(“MCL”) in drinking water from 50 parts per billion (“ppb”) to 10 ppb. The date for compliance
with the new MCL is January 23, 2006.

The Company indicated the arsenic level for its existing Well No. 1 is at 3 ppb. Based on this
arsenic concentration, the Company is in compliance with the new arsenic MCL of 10 ppb.

According to the Company, the proposed well field is in the same aquifer as the existing Circle
City well and therefore, the Company is anticipating that the water quality of the new wells will
be similar to the water quality of the existing well. However, in case that the arsenic levels
exceed the new MCL standard, the well water will be treated at the CAP water treatment plant.

Arizona Department of Water Resources (“ADWR?”) Compliance

Compliance Status

The Company is located within the Phoenix Active Management Area (“AMA”) and is in
compliance with its reporting and conservation requirements.

Certificate of Assured Water Supply

Staff recommends that the Company file with Docket Control copies of the developer’s
Certificate of Assured Water Supply for the requested area, where applicable or when required
by statute. '

Arizona Corporation Commission (“ACC”) Compliance

A check with the Utilities Division Compliance Section showed no outstanding compliance
issues for this Company.
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Curtailment Plan Tariff

A Curtailment Plan Tariff (“CPT”) is an effective tool to allow a water company to manage its
resources during periods of shortages due to pump breakdowns, droughts, or other unforeseeable
events. Since the Company does not have this type of tariff, this consolidated proceeding
provides an opportune time to prepare and file such a tariff.

Staff recommends that the Company file a CPT in the form of the attached, Attachment — CPT.
This tariff shall be docketed as a compliance item in this case within 45 days of the effective date
of an order issued in this proceeding for review and certification by Staff.

Off-Site Hook-Up Fee (“HUF”) Tariff

Staff has reviewed the Company’s HUF Tariff and recommends adjustments to the proposed
fees. The Company calculated its proposed fee by applying the total off-site capital cost of $30
million and dividing by the projected new customers of 10,000, resulting in a hook-up fee of
$3,000 for a 5/8 x 3/4-inch meter. Staff finds the estimated total off-site capital cost of $30
million to be reasonable but recommends an adjusted hook-up fee of $1,500 for all new 5/8 x
3/4-inch service connections, and graduated for larger meter sizes. (Please see Staff witness Jim
Dorf’s testimony for the recommended $1,500 amount.) Staff further recommends approval of
the Company’s Off-Site Hook-up Fee Tariff as modified by Staff and reflected in Staff’s
attached Taniff Schedule.

Summary
Conclusions

A Staff concludes that the proposed system will have adequate production and storage
capacity to serve the CC&N extension areas. The Company plans to construct the
proposed system in phases.

B. Staff concludes that the proposed plant items and the Company’s cost estimates totaling
$55,433,615 appear to be reasonable. However, no “used and useful” determinations of
the proposed plant facilities were made and no particular treatment should be inferred for
rate making or rate base purposes.

C. MCESD has determined that this system is currently delivering water that meets water
quality standards required by Arizona Administrative Code, Title 18, Chapter 4.

D: The Company indicated the arsenic level for its existing Well No. 1 is at 3 ppb. Based on
this arsenic concentration, the Company is in compliance with the new arsenic MCL of
10 ppb.
According to the Company, the proposed well field is in the same aquifer as the existing
Circle City well and therefore, the Company is anticipating that the water quality of the
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new wells will be similar to the water quality of the existing well. However, in case that
the arsenic levels exceed the new MCL standard, the well water will be treated at the
CAP water treatment plant.

E. The Company is located within the Phoenix Active Management Area (“AMA”) and is in
compliance with its reporting and conservation requirements.

F. A check with the Utilities Division Compliance Section showed no outstanding
compliance issues for this Company.

Recommendations

1. Staff recommends that the Company file with Docket Control a copy of the ATC for
Phase I of this project within 24 months of a decision in this matter.

2. Staff recommends that the Company file with Docket Control copies of the developer’s
Certificate of Assured Water Supply for the requested area, where applicable or when
required by statute within 24 months of a decision in this matter.

3. Staff recommends that the Company file a CPT in the form of the attached, Attachment —
CPT. This tariff shall be docketed as a compliance item in this case within 45 days of the
effective date of an order issued in this proceeding for review and certification by Staff.

4. Staff recommends approval of the Company’s Off-Site Hook-up Fee Tariff as modified
by Staff and reflected in Staff’s attached Tariff Schedule.




TARIFF SCHEDULE Attachment - CPT
Utility: Circle City Water Company, LLC Tariff Sheet No.: 1 of 4
Docket No.: W-03510A-05-0146 Decision No.:
Phone No.: Effective:

CURTAILMENT PLAN FOR CIRCLE CITY WATER COMPANY, LL.C
(Template 063004)

ADEQ Public Water System No: 07-112
Circle City Water Company, LLC (“Company”) is authorized to curtail water service to all
customers within its certificated area under the terms and conditions listed in this tariff.

This curtailment plan shall become part of the Arizona Department of Environmental Quality
Emergency Operations Plan for the Company.

The Company shall notify its customers of this new tariff as part of its next regularly scheduled
billing after the effective date of the tariff or no later than sixty (60) days after the effective date
of the tariff.

The Company shall provide a copy of the curtailment tariff to any customer, upon request.

Stage 1 Exists When:

Company is able to maintain water storage in the system at 100 percent of capacity and there are
no known problems with its well production or water storage in the system.

Restrictions: Under Stage 1, Company is deemed to be operating normally and no
curtailment is necessary.

Notice Requirements: Under Stage 1, no notice is necessary.

Stage 2 Exists When:

a. Company’s water storage or well production has been less than 80 percent of capacity for
at least 48 consecutive hours, and '

b. Company has identified issues such as a steadily declining water table, increased draw
down threatening pump operations, or poor water production, creating a reasonable belief
the Company will be unable to meet anticipated water demand on a sustained basis.

Restrictions: Under Stage 2, the Company may request the customers to voluntarily
employ water conservation measures to reduce water consumption by approximately 50
percent. Outside watering should be limited to essential water, dividing outside watering
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vUtility: Circle City Water Company, LLC Tariff Sheet No.: 2 of 4
Docket No.: W-03510A-05-0146 Decision No.:
Phone No.: Effective:

on some uniform basis (such as even and odd days) and eliminating outside watering on
weekends and holidays.

Notice Requirements: Under Stage 2, the Company is required to notify customers by
delivering written notice door to door at each service address, or by United States first
class mail to the billing address or, at the Company’s option, both. Such notice shall
notify the customers of the general nature of the problem and the need to conserve water.

Stage 3 Exists When:

a.

Company’s total water storage or well production has been less than 50 percent of
capacity for at least 24 consecutive hours, and

Company has identified issues such as a steadily declining water table, increased draw
down threatening pump operations, or poor water production, creating a reasonable belief
the Company will be unable to meet anticipated water demand on a sustained basis.

Restrictions: Under Stage 3, Company shall request the customers to voluntarily employ
water conservation measures to reduce daily consumption by approximately 50 percent.
All outside watering should be eliminated, except livestock, and indoor water
conservation techniques should be employed whenever possible. Standpipe service shall
be suspended.

Notice Requirements:

1. Company is required to notify customers by delivering written notice to each
service address, or by United States first class mail to the billing address or, at the
Company’s option, both. Such Notice shall notify the customers of the general
nature of the problem and the need to conserve water.

2. Beginning with Stage 3, Company shall post at least signs showing the
curtailment stage. Signs shall be posted at noticeable locations, like at the well
sites and at the entrance to major subdivisions served by the Company.,

3. Company shall notify the Consumer Services Section of the Utilities Division of
the Corporation Commission at least 12 hours prior to entering Stage 3.

Once Stage 3 has been reached, the Company must begin to augment the supply of water

by either hauling or through an emergency interconnect with an approved water supply in
an attempt to maintain the curtailment at a level no higher than Stage 3 until a permanent

solution has been implemented.




TARIFF SCHEDULE Attachment - CPT

Utility: Circle City Water Company, LLC Tariff Sheet No.: 3 of 4
Docket No.: W-03510A-05-0146 Decision No.:

Phone No.: Effective:

Stage 4 Exists When:

a. Company’s total water storage or well production has been less than 25 percent of

capacity for at least 12 consecutive hours, and

Company has identified issues such as a steadily declining water table, increased draw
down threatening pump operations, or poor water production, creating a reasonable belief
the Company will be unable to meet anticipated water demand on a sustained basis.

Restrictions: Under Stage 4, Company shall inform the customers of a mandatory
restriction to employ water conservation measures to reduce daily consumption. Failure
to comply will result in customer disconnection. The following uses of water shall be
prohibited:

Irrigation of outdoor lawns, trees, shrubs, or any plant life is prohibited

Washing of any vehicle is prohibited

The use of water for dust control or any outdoor cleaning uses is prohibited

The use of drip or misting systems of any kind is prohibited

The filling of any swimming pool, spas, fountains or omamental pools is
prohibited

The use of construction water is prohibited

Restaurant patrons shall be served water only upon request

* Any other water intensive activity is prohibited

L R B R A 2

¢ o

The Company’s operation of its standpipe service is prohibited. The addition of new
service lines and meter installations is prohibited.

Notice Requirements:

1. Company is required to notify customers by delivering written notice to each
service address, or by United States first class mail to the billing address or, at the
Company’s option, both. Such notice shall notify the customers of the general
nature of the problem and the need to conserve water.

2. Company shall post at least signs showing curtailment stage. Signs shall
be posted at noticeable locations, like at the well sites and at the entrance to major
subdivisions served by the Company.

3. Company shall notify the Consumer Services Section of the Utilities Division of
the Corporation Commission at least 12 hours prior to entering Stage 4.
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Utility: Circle City Water Company, LLC Tariff Sheet No.: 4 of 4
Docket No.: W-03510A-05-0146 Decision No.:
Phone No.: Effective:

Once Stage 4 has been reached, the Company must augment the supply of water by hauling or
through an emergency interconnect from an approved supply or must otherwise provide
emergency drinking water for its customers until a permanent solution has been implemented.

Customers who fail to comply with the above restrictions will be given a written notice to end all
outdoor use. Failure to comply within two (2) working days of receipt of the notice will result in
temporary loss of service until an agreement can be made to end unauthorized use of outdoor
water. To restore service, the customer shall be required to pay all authorized reconnection fees.
If a customer believes he/she has been disconnected in error, the customer may contact the
Commission's Consumer Services Section at 1-800-222-7000 to initiate an investigation.




TARIFF SCHEDULE

Utility: Circle City Water Company, LLC Tariff Sheet No.: 1 of 4
Docket No.: W-03510A-05-0145 Decision No.:
Phone No.: Effective:

. OFF-SITE HOOK-UP FEE

L. Purpose and Applicability

The purpose of the off-site hook-up fees payable to Circle City Water Company, LLC (“the
Company™) pursuant to this tariff is to equitably apportion the costs of constructing additional
off-site facilities to provide water production, delivery, storage and pressure among all new
service connections. These charges are applicable to all new service connections established
after the effective date of this tariff. The charges are one-time charges and are payable as a
condition to Company’s establishment of service, as more particularly provided below.

1L Definitions

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizona
Corporation Commission’s (“Commission”) rules and regulations governing water utilities shall
apply interpreting this tariff schedule.

“Applicant” means any party entering into an agreement with Company for the installation of
water facilities to serve new service connections, and may include Developers and/or Builder of
new residential subdivisions.

“Company”” means Circle City Water Company, LLC, an Arizona limited liability company.

“Main Extension Agreement” means any agreement whereby an Applicant, Developer and/or
Builder agrees to advance the costs of the installation of water facilities to the Company to serve
new service connections, or install water facilities to serve new service connections and transfer
ownership of such water facilities to the Company, which agreement shall require the approval
of the Commission pursuant to A.A.C. R-14-2-406, and shall have the same meaning as “Water
Facilities Agreement” or “Line Extension Agreement.”

“Off-site Facilities” means wells, storage tanks and related appurtenances necessary for proper
operation, including engineering and demgn costs. Offsite facilities may also include booster
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper
operation if these facilities are not for the exclusive use of the apphcant and will benefit the
entire water system.

“Service Connection” means and includes all service connections for single-family residential or
other uses, regardless of meter size.
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M. Off-Site Hook-up Fee

For each new service connection, the Company shall collect an off-site hook-up fee derived from
the following table:

OFF-SITE HOOK-UP FEE TABLE
Meter Size Size Factor Total Fee
5/8”x 3/4 1 $1,500
3/4” 1.5 $2,250
1” 2.5 $3,750
1-1/2 “ 5 $7,500
27 8 $12,000
3” 16 ' $24,000
4” 25 $37,500
6” or larger 50 $75,000

Iv. Terms and Conditions

(A) Assessment of One Time Off-Site Hook-up Fee: The off-site hook-up fee may be
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter
and service line installation charge).

(B)  Use of Off-Site Hook-up Fee: Off-site hook-up fees may only be used to pay for capital
items of off-site facilities, or for repayment of loans obtained for installation of off-site facilities.
Off-site hook-up fees shall not be used for repairs, maintenance, or operational purposes.

(C©)  Time of Payment:
a. For those requiring a Main Extension Agreement —

In the event that the person or entity that will be constructing improvements
(“Applicant”, “Developer” or “Builder”) is otherwise required to enter into a
Main Extension Agreement, whereby the Applicant, Developer or Builder agrees
to advance the costs of installing mains, valves, fittings, hydrants and other on-
site improvements in order to extend service in accordance with R-14-2-406(B),
payment of the fees required hereunder shall be made by the Applicant,
Developer or Builder no later than within 15 calendar days after receipt of
notification from the Company that the Utilities Division of the Arizona
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Corporation Commission has approved the Main Extension Agreement in
accordance with R-14-2-406(M).

b. For those connecting to an existing main that was installed pursuant to a Main
Extension Agreement that was approved by the Arizona Corporation Commission —

In the event that the Applicant, Developer or Builder for service is not required to
enter into a Main Extension Agreement, the charges hereunder shall be due and
payable at the time the meter and service line installation fee is due and payable.

(D)  Off-Site Facilities Construction By Developer: Company and Applicant, Developer, or
Builder may agree to construction of off-site facilities necessary to serve a particular
development by Applicant, Developer or Builder, which facilities are then conveyed to
Company. In that event, Company shall credit the total cost of such off-site facilities as an offset
to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities constructed
by Applicant, Develop or Builder and conveyed to Company is less than the applicable off-site
hook-up fess under this Tariff, Applicant, Developer or Builder shall pay the remaining amount
of off-site hook-up fees owed hereunder. If the total cost of the off-site facilities contributed by
Applicant, Developer or Builder and conveyed to Company is more than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall not be entitled to any
refunds.

(E)  Failure to Pay Charges; Delinquent Payments: The Company will not be obligated to
provide water service to any Developer, Builder or other applicant for service in the event that
the Developer, Builder or other applicant for service has not paid in full all charges hereunder.
Under no circumstances will the Company set a meter or otherwise allow service to be
established if the entire amount of any payment has not been paid.

(F)  Large Subdivision Projects: In the event that the Developer or Builder is engaged in the
development of a residential subdivision containing more than 150 lots, the Company may, in its
discretion, agree to payment of off-site hook-up fees in installments. Such installments may be
based on the residential subdivision development’s phasing, and should attempt to equitably
apportion the payment of charges hereunder based on the Developer’s or Builder’s construction
schedule and water service requirements.

(G) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company

pursuant to the off-site hook-up fee tariff shall be non-refundable contributions in aid of
construction.
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(H)  Use of Off-Site Hook-Up Fees Received: All funds collected by the Company as off-site
hook-up fees shall be deposited into a separate interest bearing trust account and used solely for
the purposes of paying for the costs of off-site facilities, including repayment of loans obtained
for the installation of off-site facilities that will benefit the entire water system.

O Off-Site Hook-up Fee in Addition to On-site Facilities: The off-site hook-up fee shall be
in addition to any costs associated with the construction of on-site facilities under a Main
Extension Agreement.

Q) Disposition of Excess Funds: After all necessary and desirable off-site facilities are
constructed utilizing funds collected pursuant to the off-site hook-up fees, or if the off-site hook-
up fee has been terminated by order of the Arizona Corporation Commission, any funds
remaining in the trust shall be refunded. The manner of the refund shall be determined by the
Commission at the time a refund becomes necessary.

(K) Fire Flow Requirements: In the event the applicant for service has fire flow requirements
that require additional facilities beyond those facilities whose costs were included in the off-site
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site
hook-up Fee, the Company may require the applicant to install such additional facilities as are
required to meet those additional fire flow requirements, as a non-refundable contribution, in
addition to the off-site hook-up fee.




MEMORANDUM

DATE: June 25, 2005
TO: Linda Jaress
Executive Consultant III
From: James J. Dorf
Chief Accountant
RE: Circle City Water Company, LLC

Docket No. W-03510A-0509146 (CC&N Extension)
Docket No. W-03510A-05-0145 (Hook-Up Fee Tariff)

Introduction

Circle City Water Company, LLC (“Circle City” or “Company”) has submitted to the
Arizona Corporation Commission (“Commission™) an application to extend its current
Certificate of Convenience and Necessity (“CC&N”) and a filing to establish a hook-up
fee tariff related to a Lake Pleasant development which will require a new water system
to serve approximately 10,000 new connections.

Staff’s Engineering Report has determined that the Company’s proposed construction
cost totaling $55.4 million (includes approximately $30 million for off-site capital costs)
for this project is reasonable.

Financial Overview

The Company’s recent financial performance has produced operating losses of just over
$150,000 for both 2002 and 2003. These losses are primarily due to the Company
apparently expensing all of its Central Arizona Project (“CAP”) Municipal and Industrial
(“M&T”) capital charges.! The Company’s 2003 annual report indicated total assets of
$128,379, total liabilities of $2,252,041 and Proprietary Capital of a negative $2,123,662.
The Company has also indicated that the Notes Payable to Affiliated Company of
$2,224,977 will be converted to a capital contribution. The Notes Payable were not
previously approved by the Commission. A pro forma balance sheet has been prepared
by Staff wherein the Notes Payable is converted into Proprietary Capital as of December
31, 2003 (Schedule JID-1).

! The Company has a subcontract (dated December 17, 1999) for 3,932 acre-feet as stated in its Assignment
of Rights and Assumption of Obligations of Central Arizona Project Municipal and Industrial Water
Service Subcontract.




A review of Circle City’s annual report for 2004 indicated that its operating losses
continue at just under $150,000 and it appears that the Company is continuing to expense
its CAP M & I charges ($125,824 in 2004).

Proposed Off-Site Hook-Up Fee Tariff (Docket No. W-03510A-05-0145)

Staff’s Engineering Report correctly indicates that Staff recommends that private water
companies should not have capital structures that are substantially funded by hook-up or
other fees. Staff generally recommends that contributed capltal not exceed 25 percent of
the assets required to establish service.

The Company has proposed a Hook-Up Fee tariff of $3,000 for a 5/8 x ¥-inch meter
which is graduated for larger meter sizes. Based on its estimate of an increase of 10,000
customers, the Company would collect the full $30 million cost of the estimated off-site
capital charges. Additionally, this represents 54 percent of the total capital costs of $55.4
million.

Staff is recommending a $1,500 hook-up fee for all new 5/8 x ¥-inch service
connections. This will provide approximately $15 million in capital for the Company’s
anticipated new service connections or approximately 27 percent of its total anticipated
construction costs ($15 million divided by $55.4 million). Therefore, Staff also
recommends that $1,500 hook-up fee be considered a non-refundable Contribution in Aid
of Construction. This will establish a more balanced capital structure and prevent an
overly subsidized private water company.

Proposed CC&N Extension (Docket No. W-02510A-05-0146)

The Company has proposed charging its existing water rates (See Exhibit I) to the
customers in the CC&N extension area. These rates have produced operating losses for
the last three years. It appears that the Company will continue to produce operating
losses to the extent it is expensing its CAP M&I charges. Staff will address the
Company’s accounting for CAP M & I charges in its next rate case.

Staff Recommendations

Staff recommends that the Company submit an Off-Site Hook-Up Fee Tariff as
summarized in the Engineering Report. Staff’s recommended Hook-Up Fee Tariff
provides for a non-refundable fee of $1,500 which is graduated for other meter sizes.

Staff further recommends the Company charge its existing rates as summarized in Exhibit
L

Staff further recommends that the Company demonstrate that its existing 169 customers
will be positively impacted by the addition of the new water facilities necessary to serve
the new CC&N when filing its next rate case application.




The Company shall provide a complete summary of its accounting for CAP M&I capital
charges in its next rate case.




Circle City Water, LLC Schedule JJD-1

Docket No. W-03510A-05-0145

PRO FORMA BALANCE SHEET
Adjust- Pro
12/31/2003 ments Forma
ASSETS
Cash 0 0
Accounts Receivable 3,776 3,776
Prepayments 62,812 62,912
Current Assets : 66,688 66,688
Utility Plant in Service 97,433 97,433
Less Accumulated Depreciation (35,742) (35,742)
Fixed Assets 61,691 61,691
TOTAL ASSETS $128,379 $128,379
LIABILITIES AND CAPITAL ,
Accounts Payable 2,209 2,209
Notes Payable o Associated Company 2,224,977  (2,224,977) 0
Customer Deposits 3.870 3,870
Accrued Taxes 2,031 2,031
Current Liabilities 2,233,087 8,110
Refundable Meter Deposits 3,986 3,986
Advances in Aid of Construction (AIAC) 13,368 13,368
Contributions in Aid of Construction (CIAC) 6,004 6,004
Less Amortization of CIAC (4,403) (4,403)
Deferred Credits 18,955 18,955
TOTAL LIABILITIES & CREDITS 2,252,042 27,065
CAPITAL ACCOUNTS
| Proprietary Capital (2,123,662} 2,224,977 101,315
| TOTAL LIABILITIES & CAPITAL $128,380 0 $128,380

Amount differences due to rounding.




EXHIBIT |

v) “ircle City Water Co., L.L.C. ¢

CC Decision Date: - ) i 3 8
AGO Doctet No. OREG! NAEECE’VEF; wm‘bﬁ
ACC Decision No.: ' w e‘31;5:!‘339 .(mmhiznous)
ACC Commissioners: _ e - , Jennings, Morgan
Effective Date of New Rates: M8 NOY -8 P2 22~ January 1, 1988
Maricopa County Environmental Service Dept. SDWA Compliance Date: . s;t:tbzoMiZl(')(c):O
Owned By: AZ CORP COMMISSigN Oty iior ot
Owner Address: DOCUMENT CORTROL g Do 7218
Owner City, State, Zip Code: Bakersfield, 38 1
PWS#: 0’{-1 12
County of Operations: Maricopa
Transferor (pursuant to ACC Decision No. 60972) Brooke Water L.L.C.
Transfer of Assets & CC&N Date: July 6, ;ggg
Meter Reading Route Number:

Prior ACC Rate Application Decision and Date: No. 50232. dated December 7,1979
Ownership Type: Limited Liability Company

Monthly Usage Charges:
5/8" X 3/4" meter 3 10.75
3/4" meter $ 22.00
1" meter 3 35.00
1-1/2" meter 5 75.00
2" meter 3 100.00
3" meter 3 125.00
,4" metcr $ 150.00
6" meter H 175.00
Gallons Included in Base Rate 2,000
Fire Hydrants 3 7.00
Commodity Charge:
Per 1,000 gallons 3 1.95
Service Line and Meter Installation Charges:
5/8" X 3/4" meter $ 175.00
3/4* meter $ 185.00
1" meter S 225.00
1-1/2" meter 3 475.00
2" meter 3 550.00
3" meter P \ Cost
4" meter APPROVED FOR FILING ot
6" meter Cost
DECISION #: [, 0972
Service Charges:

Establishment 3 25.00
Establishment (after hours) $ 25.00
Reconnection 3 25.00
Reconmection (after hours) Excluding Non-pays $ 35.00
Security Deposits AAC.R14-2-403 (B) Sec Deposit Schedule
Deposit Inferest (per A.A.C. R14-2-403 (B)) 6.00%
Re-establishment (within 12 months) Months off system X intmum A.A C. R14-2-403 (D)
‘Non-sufficient Funds Payment $ 15.00
Deferred Payment Interest Charge (per month) 1.50%
Meter Re-read (if correct and not error) 5 10.00
Meter Test $ 15.00
Laté Payment Penalty (per month) 1.50%
Collection of State and Local Taxes R AAC. R14.-2-608 ()¢}

-

F VI, . C ot




* ATTACHMENT 1

R

TO: Jim Fisher
Executive Consultant |l
Utilities Division

FROM: Barb Wells
Information Technology Specialist
Utibties Division

THRU:  Del Smith
Engineering Supervisor
Utilities Division

DATE:  Apri 16, 2005

RE: CIRCLE CITY WATER COMPANY, LLC [DOCKET NO. W-03510A-05-01461
AMENDED LEGAL DESCRIPTION

The area requested by Circle City has been plotted using a revised legal
description, which has been docketed. This legal description 15 attached and should be
used In place of the original description submitted with the apphcation.

Also attached 15 a copy of the map for your files.
:bsw
Attachments
cc: Docket Control
Mr. Jay Shapiro

Deb Person (Hand Carnied)
File
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APPLICATION FOR DELETION OF PORTIONS OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND THE REQUIREMENT TO FILE A
RATE APPLICATION PURSUANT TO DECISION NO. 68246 (DOCKET NO. W-
03510A-13-0397)

Attached is the Staff Report for Circle City Water Company L.L.C.’s application for deletion
of portions of its existing Certificate of Convenience and Necessity and the requirement to file a rate
application pursuant to Decision No. 68246. Staff is recommending denial.
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EXECUTIVE SUMMARY
CIRCLE CITY WATER COMPANY L.L.C.
DOCKET NO. W-03510A-13-0397

On November 19, 2013, Circle City Water Company L.L.C. (“Citcle City” or “Company”)
filed an application with the Arizona Corporation Commission (“ACC” or “Commission”)
requesting approval to delete approximately 5,042 acres of its Certificate of Convenience and
Necessity (“CC&N") as extended by Decision No. 68246 and to delete the Decision’s requirement
for the Company to demonstrate in its next rate case filing that its existing customers have been
positively impacted by the addition of new water facilities necessary to serve the extension area.

Circle City is an Arizona Corporation, in good standing with the Commission’s Corporation
Division, and engaged in providing water service to approximately 179 customers in portions of
Maricopa County, Arizona.

Staff recommends the Commission deny Circle City’s application for deletion of a portion of
its CC&N within portions of Maticopa County, Arizona, to provide water service. Staff also
recommends that the Commission eliminate the requirement that Circle City comply with Decision
No. 68246’s requirement for the Company to demonstrate in its next rate case filing that its existing
customers have been positively impacted by the addition of new water facilities necessaty to setve
the extension area. Staff further recommends that the Company file with Docket Control, as a
compliance item in this Docket by June 30, 2015, documentation from ADWR indicating that the
water system is compliant with departmental requirements governing water providers and/or
community water systems.
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INTRODUCTION

On November 19, 2013, Circle City Water Company L.L.C. (“Circle City” or “Company™)
filed an application with the Arizona Corporation Commission (“ACC” or “Commission”)
requesting approval to delete portions of its Certificate of Convenience and Necessity (“CC&N”) as
extended by Decision No. 68246 and to delete the Decision’s requirement for the Company to
demonstrate in its next rate case filing that its existing customers have been positively impacted by
the addition of new water facilities necessary to serve the extension area.

On December 11, 2013, and January 9, 2014, Lake Pleasant 5000, L.L.C. (“LP5K”) and Rex
G. Maughan and Ruth G. Maughan, Trustees of the Maughan Revocable Trust of 2007 (“MRT”),
respectively, filed an Application to intervene.

On December 13, 2013, and March 12, 2014, by Procedural Otder, LPSK and MRT were
granted intervention, respectively.

In April 2014, the Company provided additional documentation to support its relief
requested, pursuant to data request issued by Commission Division Staff (“Staff”). Likewise, LP5K
also provided additional information.

BACKGROUND

Circle City is an Arizona Corporation, in good standing with the Commission’s Corporation
Division, and engaged in providing water service to approximately 179 customers in portions of
Maricopa County, Arizona. According to Commission tecords, the Commission approved the
original CC&N for Circle City in Decision No. 31121 (August 15, 1958) as Circle City Development
Company. Since then, the assets and CC&N have been transferred a few times. Citcle City is now
owned by Brooke Resources L.L.C.

Circle City provides water services to both residential and commercial customers. The
Company’s CC&N covers approximately 8,300 actes (approximately 13 squate miles) and is located
in the western portion of the Phoenix Metropolitan Area, in Maricopa County.

By this application, Circle City is seeking Commission authority to delete approximately
5,042 acres of its CC&N, as extended by Decision No. 68246 and to delete the Decision’s
requirement for the Company to demonstrate in its next rate case filing that its existing customers
have been positively impacted by the addition of new water facilities necessary to serve the extension
area.

THE REQUESTED CC&N DELETION AREA

The Company’s CC&N is approximately 13.2 square miles in size and is located in the
western portion of Phoenix Metropolitan Area, in Maricopa County. Precisely, in Section 33 in
Township 06 North, Range 03 West (referred to herein as the “Circle City’s initial CC&N”), Section
28 in Township 06 North, Range 03 West (referred to herein as the “Warrick 160”) and Sections 5,
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6,7,8,9,17 and 18 as well as a majority portion of Section 4 in Township 07 North, Range 02 West
(teferred to herein as the “Lake Pleasant 5000”). Lake Pleasant 5000 CC&N area consists of
approximately 4,882 acre planned development with approximately 10,000 residential units and 300
acres of commercial development and is located approximately five miles northeast of Circle City’s
initial CC&N area. Warrick 160 CC&N area consists of approximately 160 acres of land for 78
residential lots. Warrick 160 is located northeast of Citcle City’s initial CC&N and is adjacent to it at
one point. Decision No. 68246, issued on October 25, 2005, granted Circle City’s request to extend
its CC&N to include Warrick 160 and Lake Pleasant 5000 areas (“the Project”). The subject CC&N
deletion application would remove from Circle City’s CC&N all of the Warrick 160 and the Lake
Pleasant 5000 areas. The proposed deletion areas include approximately 5,000 acres. According to
Circle City, the Company is not serving any customers in the Warrick 160 and the Lake Pleasant
5000 areas and none of the intended water system’s plant necessary to serve the proposed deletion
areas has been constructed.’

CIRCLE CITY POSITION
Decision No. 68246 granted Circle City’s request to extend its CC&N to serve the Project.

In its Application to delete CC&N as extended in Decision No. 68246 and its Motion to
. delete the requirement in Decision No. 68246 related to a future rate application, Circle City states
that it first received an expression of interest to develop the Project known as the Lake Pleasant
5000 Project from Harvard Investments, Inc. (“Harvard” or the “Developer™) in 2004.

In 2005, Circle City and Harvard executed the Water Facilies Agreement (“WFA”) which
provided water service to Warrick 160 and Lake Pleasant 5000. Subsequently, according to Citcle
City, in November 2007, Circle City and the other ownership partners of Phase I including the
Developer, known as Warrick 160 LLC for the purposes of this portion of the Project, and the
Central Arizona Groundwater Replenishment District (‘CAGRD”) executed the Agreement and
Notice of Municipal Provider Reporting Requirements for Wartick Property Regarding Membership
in the Central Arizona Groundwater Replenishment District (the “CAGRD Agreement”). Citcle
City states that as a result of the Agreement, the Developer became a Member Lands in the
CAGRD and met the requirements for an assured water supply for Phase I of the Project in the
Active Management Area (“AMA?”) of the Arizona Department of Water Resources (“ADWR™). In
addition, Circle City received an approval to construct (“ATC”) Phase I of the Project in June, 2008.

On March 2, 2005, Circle City filed an application for an extension of its CC&N with the
Commission to provide public water service to the Project, which was granted in Decision
No0.68246. The Project was to consist of two sections called Phase I and Phase II. Phase I related
to 160 acres of land for 78 residential lots located northeast and contiguous to Citcle City’s existing
CC&N also known as the Warrick 160 portion. Phase II related to 4,882 acres located
approximately five miles north of Circle City’s existing CC&N that would be connected by a series
of newly developed main extensions, 7.6 million gallons of water storage, Central Arizona Project
(“CAP”) treatment plant and related appurtenances. Circle City states that the Project was planned

1 See Company’s responses to Staff’s First Data Requests.
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for 1000 elhng units having peak day demand of more than 5,255 gallons per minute. The
cost estimate for the combined cost of water infrastructure and onsite distribution for the
Pro]ect exceeded $55,000,000.

Circle City states that it now desires to delete the area from its CC&N because “the Project
never got developed beyond the initial entitlements phase more than 8 years later, there is no plan to
develop or construct the Project.” Circle City alleges that in prior interaction it had with the
Developer in an April 12, 2013 phone call, the Developer described the Project as “not viable” and
that the Developer had “indicated that it could be as long as 10 more years before the area around
the Project might develop.” Circle City further alleged that the Developer agreed with the Company
to unwind all regulatory and contractual arrangements with Circle City related to the Project
including the deledon of the extended CC&N; termination of the Water Facilities Agreement;
cancellation as a Member Lands with CAGRD for Warrick 160, and cancellation of the Maricopa
County Franchise Agreement.

The Company contends that several weeks after significant “unwinding” work had been
completed (although it never identified what this significant unwinding wotk consisted of), the
Developer apparently recognized that “unwinding” the Project arrangements should include the
approval of the other Project partners as well. As a result, the Developer requested on May 3, 2013
Circle City to “hold” on the “extinguishing/termination” of the unwinding arrangements until 2
Partners’ “meeting was convened that confirmed and approved the Developer’s previous
“unwinding” decision.” According to Circle City, in response to the Developer’s request, it
expressed astonishment at the Developet’s “hold” instruction and advised the Developer that it was
“directing its counsel to proceed” based on their prior discussions that “the Project was not viable
and that unwinding the Project was the only reasonable thing to do.”

On July 18, 2013, LP5K paid Circle City $67,782.61 for legal and engincering expenses
incurred for the extension atea, in accordance with the WFA. Citcle City does not deny that it
cashed this check. According to Citcle City’s response to Staff’s Second Set of Data Requests, the
check was for “expenses related to development of the project.” On August 7, 2013, at the
suggestion of Circle City, a meeting was arranged with the Developer to discuss the most current
status of the Project. According to Circle City the Developer stated that is partners did not want to
delete the CC&N approved in Decision No. 68246 or terminate their membership with CAGRD.

Nonetheless, Circle City proceeded to file the instant CC&N deletion application.
Attachment B contains a map which shows the portion of Maricopa County at issue.

MAUGHAN REVOCABLE TRUST (“MRT”), LAKE PLESANT 5000, L.L.C. (“LP5K”)
POSITION

The areas Circle City proposes to delete (Warrick 160 and the Lake Pleasant 5000) are
owned by MRT, LP5K, and their development partners. MRT and LP5K were granted intervention
in this matter. The owners entered into a WFA with Citcle City. In July of 2013, as stated above,
the owners paid $67,782.61 to Circle City in accordance with the WFA. The owners do not want
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their properties deleted and have advised Circle City a need for setvice exists. The owners teiterated
the request for service in a letter dated December 11, 2013.

THE WATER SYSTEM

The new water system needed to serve the proposed CC&N deletion area was contemplated
to be constructed in two phases’ and financed pursuant to the WFA between Circle City and the
developet. According to the Company’s responses to Staff’s First Data Requests, Circle City does
not serve any customers in the CC&N extension granted in Decision No.68246 and none of the
intended water system’s plant necessary to serve the Warrick 160 and the Lake Pleasant 5000 areas
has been constructed.

Attachment A is Staff's Engineering Report which describes the current water system. The
report includes the findings that Circle City is in compliance with Maricopa County Environmental
Setvices Department (“MCESD”) and with the Commission decisions. The Company’s water
system is not in compliance with Arizona Department of Water Resources (“ADWR”) requirements
as the Company failed to file a System Water Plan.

The report indicates that Circle City’s water system has adequate production and storage
capacities to serve the present customer base and reasonable growth in the Company’s original
certificated area.

Staff recommends that the Company file with Docket Control, as a compliance item in this
docket, by June 30, 2015, documentation from ADWR indicating that the water system is compliant
with departmental requirements governing water providers and/or community water systems.

SPECIAL SERVICE TARIFFS

Circle City has approved Curtailment Tatiff, Backflow Prevention Tariff, and Offsite
Hookup Fee Tariff for water on file.

STAFF ANALYSIS OF THE CC&N DELETION APPLICATION

In any CC&N deletion proceeding, Staff is charged with reviewing the evidence submitted
by an applicant to make a recommendation to the Commission based upon the facts contained in
the application and any responses to the application by interested and/or affected parties. The
issues in a deletion proceeding relate to whether the applicant continues to be fit and proper with
the financial, managerial and technical capabilities to setrve the public. In this case, additional
circumstances are presented related to the Project’s viability and Circle City’s continued
tesponsibility to serve the area as the CC&N holder.

During its review, Staff met with Circle City and with the owners of Warrick 160 and the
Lake Pleasant 5000 and also issued data requests to both parties.

2 Phase I of the Project intended to be in the Warrick 160 area
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Staff’s review of the information received indicates that the owners and/or developers of the
proposed deletion arca want Circle City to provide water service to their development’ The
statements made regarding unwinding the Project were apparently not based upon input by all of the
partners to the Project. Once all of the Partners were consulted, it became clear that they wanted to
proceed with the Project in the extension area. While no timeframe has been presented, steps have
been taken by the Developers to begin the Project. On July 18, 2013, LP5K paid Circle City
$67,782.61 for legal and engineering expenses incurred for the extension area, in accordance with the
WFA. Cirtcle City received and cashed Check No. 786, approximately four (4) months before filing
the instant application. In addition, the check was received and cashed on August 1, 2013, during the
time that the Developers and Circle City were engaged in discussions regarding the Project.
Significantly, after receiving and cashing the check, Circle City arranged a meeting with the
Developers to discuss the current status of the Project. The fact that Circle City cashed the
Developer’s check is an indication that it intended to proceed with the Project. In response to
Staff's Second Set of Data Requests®, Circle City itself acknowledged that the check for $67,782.61
was for “payment of contractual legal and engineering expenses related to development of the
project in accordance with the 204 WFA.” After cashing the check, it called a status meeting in
August, 2013, during which it was once again informed that the Developer’s partners wanted to
proceed with the project.

Citcle City also appatently relies upon language in Decision No. 68246 which provided that
if Circle City failed to meet certain conditions in the Otrder which involved filing certain
documentation within 24 months of the Otder, the decision would be deemed null and void without
further Order of the Commission. Two of the documents it was to file were (1) a copy of the
Certificate of Approval to Construct for Phase 1, and (2) a copy of the Developer’s Assured Water
Supply for Phase | of the Project.” While these documents were not filed, Circle City acknowledges
in its filing, that it had obtained both documents. Given this, the Company should not be allowed
to benefit at the expense of the Developers from its own failure to file the documents with Docket
Control as required by Decision No. 68246.

There is also the issue of Decision No. 68246 requirement for the Company to demonstrate
in its next rate case filing (scheduled for 2014) that its existing customers have been positively
impacted by the addition of new water facilities necessary to serve the extension area. Neither Phase
I nor II of the Project has been built. Staff agrees with Circle City that this requirement is no longer
necessary and should be deleted.

LP5K and its development partners need water service, as evidenced by Attachment C.
Circle City in cashing the Developer’s check took action inconsistent with its current application to
delete the Project sexrvice area from its CC&N. It noted in response to Staff’s Second Set of Data
Requests, that the check was for expenses related to development of the Project. Then, at the

3See Attachment C, Letter from LP5K to Mr. Robert Hardcastle of Circle City.

* April 18, 2014 response by Robert T. Hardcastle to Staff Second Set of Data Requests.

% It should be pointed out that the ATC for Phase I has since expired. Howevet, the Company can
resubmit the ATC application at any time.
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August 2013 meeting Circle City called, Circle City again was told by the Developer that its partners
desired to proceed with the Project.

Futther, there are no other water providers serving areas contiguous to or in close proximity
to the proposed deletion area. Staff believes that in general it is more economical for an area to be
served by one water provider than several contiguous, small water providers. Staff has no reason to
believe that the situation in this case is any different in that the deletion proposed by Circle City
could result in the creation of at least one other small, possibly non-financially viable, water
company. Such a result is not consistent with the public interest.

Staff recommends denial of Circle City’s request to delete the portions of its CC&N
extended by Decision No. 68246. Staff also recommends that the Commission eliminate the
requirement that Citcle City comply with Decision No. 68246’s requirement for the Company to
demonstrate in its next rate case filing that its existing customers have been positively impacted by
the addition of new water facilities necessary to serve the extension atea.

RECOMMENDATIONS

Staff recommends the Commission deny Circle City’s application for deletion of a portion of
its CC&N within portions of Maricopa County, Arizona, to provide water service. Staff also
recommends that the Commission eliminate the requirement that Citcle City comply with Decision
No. 68246’s requitement for the Company to demonstrate in its next rate case filing that its existing
customers have been positively impacted by the addition of new water facilities necessary to serve
the extension area. Staff further recommends that the Company file with Docket Control, as a
compliance item in this Docket by June 30, 2015, documentation from ADWR indicating that the
water system is compliant with departmental requitements governing water providers and/or
community water systems.




ATTACHMENT A

MEMORANDUM

TO: Blessing Chukwu
Executive Consultant ITT

FROM: Katrin Stukov
Utilities Engineer @;\/
DATE: September 5, 2014

RE: Application of Circle City Water Company L.L.C. for approval to delete portions of
its Certificate of Convenience and Necessity and the requirement to file a rate
application putsuant to Decision No. 68246 (Docket No.W-03510A-13-0397).

Introduction

On November 19, 2013, Citcle City Water Company L.L.C. (“Citcle City” or “Company”)
filed with the Arizona Cotporation Commission (“ACC” or “Commission”) an application
requesting approval to delete portions of its Certificate of Convenience and Necessity (“CC&N”) as
extended by Decision No. 68246 and to delete the requirement for the Company to demonstrate in
its next rate case filing that its existing customers have been positively impacted by the addition of
new water facilities necessaty to serve the extension area.

Circle City’s service area is located in the western portion of the Phoenix metropolitan area
in Maricopa County. The Company’s CC&N area covers approximately 8,300 acres (roughly 13
square miles).

The Company’s CC&N extension granted in Decision No.68246 includes two sepatate areas
intended for a project known as Lake Pleasant 5000 (“Project”). The first area covers 4,882 acres
and is five miles northeast of Circle City’s original certificated area’. The second area, known as the
Warrick 160, covers 160 acres and is adjacent at one point to Citcle City’s otiginal certificated area.

The new water system needed to serve the Project was contemplated to be constructed in
two phases’ and financed pursuant to a Water Facility Agreement between Circle City and the
developer of the Project. According to the Company’s responses to Staff’s First Data Requests,
Circle City does not setve any customers in the CC&N extension granted in Decision No.68246 and
none of the intended water system’s plant necessary to serve the Project has been constructed.

! Circle City’s certificated area prior to the CC&N extension granted in Decision No.68246.
2 Phase 1 of the Project intended to be in the Warrick 160 area
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Circle City Water System
Operation

According to the Company’s 2012 Annual Report, the Citcle City water system consists of
one well, producing 75 gallons per minute (“GPM”), one 50,000 gallon storage tanks, three 25,000
gallon storage tanks, a booster system and a distribution system serving 179 customets in the
Company’s original certificated area.

Capacity

Based on the water use data obtained from the Company’s 2012 Annual Report, Staff
concludes that the Company’s well production capacity of 75 GPM and storage capacity of 125,000
gallons are adequate to serve the present customer base and reasonable growth in the Company’s
original certificated area.

Maricopa County Environmental Services Department (“MCESD”) Compliance

According to MCESD compliance status report, dated December 6, 2013, MCESD has
determined that the Company’s water system has no major deficiencies and is currently delivering
water that meets water quality standards required by 40 C.F.R. 141 (National Primary Drinking
Water Regulations) and Atizona Administrative Code, Title 18, Chapter 4.
Arizona Department of Water Resources (“ADWR”) Compliance

The Company is located in the Phoenix Active Management Area. According to an ADWR
compliance status report, dated September 5, 2014, ADWR has determined that the Company’s
water system is not in compliance with ADWR requirements as the Company failed to file a System
Water Plan.
ACC Compliance

On September 5, 2014, the Utilities Division Compliance Section noted that a check of the
compliance database indicates that there ate no delinquencies for Circle City. Therefore, Circle City
is in compliance with the ACC Compliance Database at this time.
Curtailment Tariff
The Company has an approved Curtailment Tariff.

Backflow Prevention Tariff

The Company has an approved Backflow Prevention Tariff.




Circle City Water Company, LLC
Docket No.W-03510A-13-0397
Page 3

Conclusions/Recommendations

1. The Circle City water system has adequate well production and storage capacity to serve
its present customer base and reasonable growth.

2. ‘'The Company is in compliance with MCESD regulations.
3. Circle City is in compliance with the ACC Compliance Database at this time.
4, Staff recommends that the Company file with Docket Control, as a compliance item in

this docket by June 30, 2015, documentation from ADWR indicating that the water

system is compliant with departmental requirements governing water providers and/ or
community water systems.
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ATTACHMENT B

R

TO: Blessing Chukwu
Executive Consultant [l
Utiities Division

FROM: Llorn H. Mille
GIS Specia
Utiities Division

THRU:  Del smith D&~

Engineering Supervisor
Utihities Division

DATE: December 12, 2013

RE: CIRCLE CITY WATER COMPANY, LLC [(DOCKET NO. W-03510A-13-0397)

The area requested by Circle City for a partial deletion has been plotted with no
complications using the legal description from Decision No. 68246 as referenced in the
application (a copy of which is attached).

Also attached 15 a copy of the map for your files.
/lhm
Attachment
cc: Mr. Robert T. Hardcastle

Ms. Katrin Stukov

Ms. Deb Person {Hand Carried)
File
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DOCKET NO. W-03510A-05-0145 et al

SOUIHWES.’ZERN STAZES SUR VEYING INC.
Professional Land Surveying

- Randy 3. Delbridgs, President .

214495 North Z3rd Avenue « Phoonix, Adcons BSD27
Phone {623) BE9-0223 Fax (823) BE8-0725 ’

DESCRIPTION
FOR
TOTAL AREA

- Job no. 250750

Being all of Sections 5, 8, 7, 8, 8, 17, 1B and a porlion of Section 4, Townszhip 6 North, Ranga 2
West of the Gila and Sa!t River Baze and Meridi jan, Maricopa County, Arizona, balng more
particularly described as follows: .
BEGINNING af the Southwest comer of said Section 18, bsing a G.L.O. Brass Cap'
THENCE North 00 degrees 01 minutes 37 setonds East, along the West line of tha Southwest
quartsr of said Section 18 a distancs of 2640.12 fest to the’ West quarter comer of said Saction
18, being a G.L.O. Brass Cap;
THENCE North 00 degrees (2 minutes 20 seconds Wesl, along the Wast lina of tha Northwest
guarter of said Ssction 18 a distance of 2538.18 fest to the Northwest comer of said Section 18,
peing a GL.O. Brass Cap;
- THENCE North 00 degress 00 minutes U0 seconds Easl, along ths West fine of said Section 7,
a distance of 5284.62 fest to the Northwest comer of said Section 7, being a G.L.O, Brass Cap;
THENCE Naorth 0D dagreess 07 minutes 21 seconds East, along the West fine of the Soutlwest
quarter of said Section & a diztance of 2640.71 feet to the West quartsr comer of said Section 5,
being g G.L.O. Brass Cap; :
THENCE North 00 degrees 07 mmutes 15 saccnds West, along the West fine of the Northwest
quartes of said Section 5 a distance of 2536.20 fest to the Northwsst comer of said Saciion 8,
being a G.L.O, Brass Cap;
THENCE South 89 degrees 55 minutes 08 seconds East, along tha North line of the Northwest
guarter of said Secion B a dxstxnce uf 2439, 21 festto the North quarter comer of said Section 6,
being a G.L.O. Brass Cap; -
THENCE South B3 degrees 10 minutas 12 seconds East, slong the North line of ihe Northeast
quarter of said Section £ a distance of 488.80 fast to the South quarter comer of Section 31,
Township 7 North, Rangs 2 West, baing a G.LO, Brass Cap; . -
THENCE North 88 degrees 50 minutes 21 seconds East, continuing along the North. line of the
Northeast quarter of said Section & a distence of 2140 86 feet to the Northeast comer of Section
&, baing a G.L.O. Brass Cap;
THENCE South 89 degrees 53 minutss 38 ssconds East, along the North line of the Nortiwest
gusrter of said Secfion § a distance of 501.45 fest to the Southwest comer of said Seciion 32,
Township 7 North, Renga 2 West, bsing 2 G.1.0. Brass Cap;
THENCE South 89 degrees 54 minutes 32 seconds East, continuing along ths Narth fine of the
_Northwest quarter of szid Section 5 a disiance of 2148.21 fest to the North quarter comer of
Seclion §, being a G.L.O. Brass Cap;
. THENCE North B89 degrees D7 minutes 14 ssconds East, along ths North fine of the Northeast
guarter of s2id 2ection § & distanca of 488,57 fest {c the South quarier comer of Section 32,
Township 7 North, Ranpe 2 West being 3 G.L.O. Brass Cap;
THENCE South 88 degrses 43 minutes 38 gaconds East, continuing along the North fine of the
Northeast quarter of said Section 5 a distance of 2146.06 feet I the Northeast comner of ssid
Section 5, being 1 G.LL.O. Brass Cap;

DECISION NG, 68246,

EXHIBIT A
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" Total Dssmpbon

THENCE North BS dsgrees 58 minutes 03 secunds East, along the North ine of the Northwest
quarter of said Section 4 a distance of 457.01 feet b the Southwast comer of Section 33,
Township 7 North, Range 2 West, being a G.L.O. Brass Cap;

THENCE South B2 degrees 57 minuies 12 seconds East, confinuing along the North lins of the
Northwest quarter of said Section 5 a distance of 823.19 fest to the Northexst comerof G.L.O.
1ot 4;

THENGE South 00 dag(aes 10 minutes 24 seronds East,-along the East iine of said Lot 4a
distance of 1352.71 foat to the Southeast comer of ssid Lot 4,

THENCE North BB degrees 58 minutes 58 seconds East 2637.17 fest

THENCE South 00 degrees 11 minutes 19 saconds East 660.77 fest,

THENCE. North 89 degresas 57 minutes 42 saconds East 888.08 feet;

" THENCE South DO degrees 11 minutes 32 saconds East 880.42 feet;

THENCE North 82 degrees 56 minutes 28 seconds East 328.71 fest to the East quarier comer
of gaid Section 4;
THENCE South 00 dggraes 11 minutes 37 seconds Wast, along the East line of the Southaast

quarter of said Section 4 a distance of 2641.22 fest to the Sou!heast comer of said Section4,
being a G.L.O. Brass Cap;

" THENCE South 0D degrees 02 minutes ‘31.saconds West, glong the East fine of the Northeast -

quarter of said Section @ g distance of 2638.28 fest to the East quarhar comsr of said Section S,
being a G.L.O. Brass Cap;

THENCE South DD degrees 03 minutss 29 saconds West, along the East fine of the Southaast

. quarter of said Section 8 a distance of 2635.65 fest o 1he Southeast comear of said Section 9,

being a G.L.O. Brass Cap:

THENCE North 88 degrees §5 minutes 38 seconds Waest, along the South line of the Southeast
quarter of said Section 8 a distanca of 2838.78 fee! 1o fhe South quarter camer of Section 9,
being a G.L.O. Brass Cap;

THENCE North 88 dagreas 54 mmutas 43 seconds Wast, along the South l"ne of ths Southwest
quarter of said Secfion 8 a o"xstanca of 2639, ‘IB feetto the Southwest comer of Section 9, being
a G.L.O. Brass Cap;

THENCE South 00 degrees 10 minutes 03 seconds West, slong the East line of tha Northeast
quarter of said Section 17 a distance of 2637.41 fssf to the East quarter comer of said Secfion

- 17, being a G.L.O, Brass Cap; '

THENCE South 00 degress 10 minutes 03 saconds VWest, along the East fine of the Southeast
quarter of said Section 17 a distance of 2637.41 fest to the Southeast comer of said SBCﬂDﬂ 17 :
being a G.L.O. Brass Cap;

THENCE North BS degrees 40 minutes 41 seconds West, along the South fine of the Somheast
quarter of said Sectiong 17 = distance of 2638.22 fest to the South quarter comer of said Section'
17, being a G.L.O. Brass Cap; '
THENCE North 88 degrees 54 minutes 18 seconds WEst. alohg tha South fins of the Southwest
guarter of said Sectivn 17 a distance of 2840.08 faatto the Southwest comes af Section 17,

being a G.L.O. Brasg Cap;

THENCE North 89 degrees 57 minutes 37 saconds Wast. along ths South fine of ths Southeast
quarisr of said Section 18 a distance of 2640.12 festto he South quarter comer of eaid Section '\ \
18, being a G.L.O. Brass Cap; . R
THENCE North 82 dagress 56 minutes 11 seconds West. slong the South fins of the So

quarter of said Saction 18 a distance of 2514.54 fest fo the Southwest comer of said Sech '
being the Puint of Beginning. 7 (3

DECISION NO, 68246
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THE SOUTHEAST QUARTER OF SECTION 28
LEGAL DESCRIPTION

THE SOUTHEAST QUARTER OF SECTION 28, TOWNSHIP & NORTH, RANGE 3
WEST OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY.,
ARIZONA, BEING MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHEAST CORNER OF SECTION 28, MONUMENTED BY A
G.LO. BRASS CAP: 4

THENCE NORTH 89°59'07" WEST ALONG THE SOUTH LINE OF THE SOUTHEAST
QUARTER OF SAID SECTION 28, ALSO BEING THE BASIS OF BEARING, A
DISTANCE OF 2844.53 FEET TO THE SOUTH QUARTER CORNER OF SECTION 28
MONUMENTED BY A G.L.O. BRASS CAP

THENCE NORTH 00°01'21" WEST ALONG THE NORTH-SOUTH MID-SECTION L!NE
'OF SAID SECTION 28 A DISTANCE OF 2639.37 FEET TO THE CENTER OF o o eermn
SECTION ©F-3A13 SECTION 28, MONUMENTED BY A REBAR WITH RLS 8067 C CAF‘

THENCE NORTH 88°58'37" EAST ALONG THE EAST-WEST MID-SECTION LINEA
‘DISTANCE OF 2644.57 FEET TO THE EAST QUARTER CORNER OF BECTION 28,
MONUMENTED BY A G.L.O. BRASS CAP‘

THENCE SOUTH 00°01'17 EAST ALONG THE EAST LINE OF THE SOUTHEAST
QUARTER OF SAID SECTION 28 A DISTANCE OF 2841.11 FEETTD THE
SOUTHEAST CORNER OF SECTION 28, BEING THE POINT OF BEGINNING; .

THE ABOVE DESCRIPTION BASED ON AN ALT.A SURVEY BY SOUTHWESTERN
STATES SURVEYING, INC. DATED JUNE 28, 2004, JOB NUMBER 240634.




ATTACHMENT C

Blessing Chukwu

From: Garry Hays <ghays@lawgdh.com>
Sent: Wednesday, July 23, 2014 1:57 PM
To: Blessing Chukwu

Subject: CCWC Deletion W-03510A-13-0397
Attachments: LP5K LTR to Hardcastle 12-11-13.pdf
Ms. Chukwu,

Please find attached a letter that was sent from my client to Bob Hardcastle of CCWC. | am sending you this letter as a
supplement to Staff's first set of data requests in the above referenced docket.

Thank you

Garry

garry hays

Garry Hays

Law Offices of Garry Hays PC
1702 E Highland Ave. Suite 204
Phoenix, Arizona 85016
602-308-0579 office
480-329-6143 cell

Note: This e-mail message and/or any attachments may be confidential and subject to attormeyi/client privilege. Use or
dissemination of the message or any attachments by anyone other than the intended recipient is strictly prohibited and
may violate federal or state law. If you are not the intended recipient, please immediately notify the sender and destroy
the message, attachment(s), and all printed copies thereof. Thank you for your cooperation.




Lake Pleasant 500, L.L.C.

17700 N. Pacesetter Way, Suite 100

Scottsdale, AZ 85255
480.348.1118

December 11, 2013
VIA EMAIL TO RTH@BROOKEUTILITIES.COM AND REGULAR MAIL

Mr. Robert T. Hardcastle

Brooke Utilities, Inc.

P.O. Box 82218

Bakersfield, California 93380-2218

Re:  Circle City Water Co. CC&N

Dear Bob:

I am writing in response to the application Circle City Water Company (“CCWC”)
filed at the Arizona Corporation Commission {“Commission”) that requested a
deletion of the Certificate of Convenience and Necessity (“CC&N") covering the
Warrick 160 and Lake Pleasant 5000 LLC (“LP5K”) property. I was extremely
disappointed by your filing. As you are aware, LP5K intends to move forward with
the development and is adamantly opposed to the deletion of the CC&N.

This letter will formally serve as a reiteration of the Request for Service letter
received by CCWC on September 30, 2004 from LP5K. I advised you, in an email
dated July 10, 2013 that LP5K intended to move forward and did not want the CC&N
deleted. As you are aware, LP5K has a Water Facilities Agreement (“WFA”) with
CCWC and has met its contractual obligations under the WFA. In fact, in accordance
with Section 1I, paragraph 5 of the WFA, LP5K paid CCWC $67,782.61 on July 18,
2013. This payment was made and received when you were fully aware of LP5K’s
intentions. While you have attempted to get LP5K to sign a termination agreement, |
have advised you numerous times that LP5K and its development partners are
moving forward with this project.

LP5K will be filing an application for leave to intervene and will explain to the
Commission the need for service and the desire to keep the CC&N in place. LP5K is
ready and willing to present its case in front of the Commission. If there is any way
we can resolve this matter without wasting the Commission’s resources, please feel
free to call me.

LAKE PLEASANT 5000 L.L.C,,
By: Harvard 5K, L.L.C,, its Manager

By: Harv/zu‘d-kyvestments, Inc, its Manager
< A7
v (] [

C\E'x%toph% J. Cacheris, Vice President
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BEFORE THE OFFICE OF ADMINISTRATIVE HEARINGS

Tn the Matter of: ) Docket No. 2015A-EMS-0190-DHS
) (EMS No. 4004)
)
Maricopa Ambulance, LLC ) NOTICE OF HEARING AND
aricopa Ambtance ) APPOINTMENT OF ADMINISTRATIVE
) LAW JUDGE
Applicant. g

PURSUANT TO an application filed on November 7, 2014 (“the Application™),
Matricopa Ambulance, LLC (“Applicant”) requests that the Director of the Arizona Department
of Health Services (“ADHS” or “Department”) issue the Applicant an initial Certificate of
Necessity (“C.O.N.”) for ground ambulance service. The Applicant proposes to provide
immediate response transports, scheduled interfacility and con%/alescent ambulance transports.
The proposed service area includes all of Maricopa County, with the exception of those
geographic areas covered by the Certificates of Necessity of Buckeye Valley Rural Volunteer
Fire District (C.O.N. No. 8), Fire District of Sun City West Ambulance Service (C.O.N. No.
114), Daisy Mountain Fire District (C.O.N. No. 105), Sun Lakes Fire District (C.O.N. No. 12),
Lifeline Ambulance Service Inc. (C.O.N. No. 62) and Superstition Fire & Medical District
(C.O.N. No. 137). The Applicant proposes to provide Advanced Life Support and Basic Life
Support services twenty-four hours per day, seven days per week.

ADHS, acting through the Bureau of Emergency Medical Services and Trauma System
(“BEMSTS"”), is the agency within the State of Arizona empowered to administer a statewide
system of emergency medical services, which includes the certification and regulation of all
levels of emergency medical care technicians (“EMCTs") and the certification and regulation of
ambulance services in Arizona. ADHS’ authority to consider this application for an initial
C.O.N. is established under the provisions of Title 36, Chapter 21.1 of the Arizona Revised

Statutes (“A.R.S.”) §§ 36-2201-2264, and Arizona Administrative Code (“A.A.C.”) R9-25-901,

-1-
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el. seq. and A.A.C. R9-25-1101 er seq. Those statutes and regulations require that, before an
Applicant can operate an ambulance service in Arizona, it must be granted a C.O.N. by the
Director of ADHS (“Director”).

YOU ARE HEREBY NOTIFIED that the Office of Administrative Hearings, on
behalf of the ADHS will conduct a prehearing conference on June 8, 2015 (11:00 a.m. - 12:00
p.m.) and a hearing on August 3, 2015 through August 7, 2015 (8:00 a.m. to 5:00 p.m.) in the
Office of Administrative Hearings’ conference room located at 1400 West Washington, Suite
101, Phoenix, Arizona 85007, to consider the following issues related to this application:

A. Whether public necessity requires the service or any part of the service proposed by
the Applicant, and if such service would be in the public’s best interest, as required by A.R.S. §
36-2233(B)(2), and A.A.C. R9-25-903.

B. Whether the Applicant is fit and proper to provide the services proposed, as required
by AR.S. § 36-2233(B)(3). Fit and proper means that the Director determines that the
Applicant has the expertise, integrity, fiscal competence and resources to provide the proposed
ambulance service in the proposed service area. A.R.S. § 36-2201(21).

C. Whether the Applicant’s proposed service area as set forth below is in the best
interests of the public, or if some other service area should be granted by the Director, as
required by A.R.S. § 36-2232(A)(3), A.R.S. § 36-2233(B)(2), A.R.S. § 36-2233(E), A.A.C. R9-
25-902 and A.A.C. R9-25-903.

Proposed Service Area (in accordance with A.R.S. § 36-2233(E)(2)):

Maricopa County, with the exception of those geographic areas covered by the
following municipal/government entity/fire district Certificates of Necessity:
1. Buckeye Valley Rural Volunteer Fire District (C.O.N. No. 8)
2. TFire District of Sun City West Ambulance Service (C.O.N. No. 114)
3. Daisy Mountain Fire District (C.O.N. No. 105)
4. Sun Lakes Fire District (C.O.N, No. 12)

2-
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5. Lifeline Ambulance Service Inc. (C.O.N. No. 62)

6. Superstition Fire & Medical District (C.O.N. No. 137)

The geographic area Maricopa Ambulance requests in its C.0.N. Application does

overlap the C.O.N. service area covered by Phoenix Fire Department (C.O.N. No.

76), American Medical Response of Maricopa, LLC (C.O.N. No. 136) and all

C.O.N. service areas covered by the Rural/Metro and its subsidiaries: Canyon State

Ambulance (C.O.N. No. 58), Southwest Ambulance and Rescue of Arizona (C.O.N.

No. 66), Southwest Ambulance-Maricopa (C.O.N. No. 86), Rural Metro Corp-

Maricopa (C.O.N. No. 109), Com Trans Ambulance Service, Inc. (C.O.N. No. 46),

Professional Medical Transport, Inc. (C.O.N. No. 71) and American Ambulance

(C.O.N. No. 75).

D. Whether the applicant’s proposed rates and charges, as set forth below, are just,

reasonable, and sufficient or whether other rates and charges should be granted by the Director,

as required by A.R.S. §§ 36-2232(A)(1) and 36-2239; A.A.C. R9-25-902, A.A.C. R9-25-903

and A.A.C. R9-25-1101 et. seq.

Proposed rates and charges:

i. Advanced Life Support Base Rate

ii. Basic Life Support Base Rate

iii. Mileage Rate (Per Loaded Patient Mile)
iv. Standby Waiting Charge (per hour)

v. Subscription Service

vi. Disposable supplies, medical supplies

and medication, and oxygen related costs

$880.51

$784.33

$18.26

$196.08

NONE

Per A.R.S. § 36-2239(D) and
A.A.C.R9-25-1109

E. Whether the type and level of service proposed by the Applicant is in the best

interest of the public, as required by A.R.S. § 36-2201(11)(b)-(c); A.A.C. R9-25-903(A)(4),

(B), (C), and R9-25-901(26) and (51).

3.
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F. Whether the response times proposed by the Applicant are in the best interest of the
public, as required by A.R.S. § 36-2232(A)(2), A.R.S. § 36-2233(B)(2), A.A.C. R9-25-901(35)
and (36), A.A.C. R9-25-902 and A.A.C. R9-25-903, and A.A.C. R9-25-906.

Proposed Response Times:

I.  For any of the Cities within Maricopa County where Maricopa Ambulance
has a filed suboperation statioh with ADHS-BEMSTS, the following fractal
response times will apply:

a. Ten (10) minutes on ninety (90) percent of all ambulance calls.
b. Fifteen (15) minutes on ninety-five (95) percent of all ambulance calls.
c. Twenty (20) minutes on one hundred (100) percent of all ambulance
calls.
II.  Otherwise
a. Ten (10) minutes on eighty (80) percent of all ambulance calls.
b. Fifteen (15) minutes on ninety (90) percent of all ambulance calls.
c. Twenty (20) minutes on one hundred (100) percent of all ambul;cmce
calls.
G. Whether the Applicant has addressed or will provide the necessary information set
forth in A.A.C. R9-25-902 and as required by A.R.S. § 36-2233.
H. If the initial C.O.N. is approved, will the C.O.N. holder begin using e-PCR
technology?
1. If the initial C.O.N. is approved, will the C.O.N. holder begin submitting e-PCR data
to the AZ-PIERS system?
J. If the initial C.O.N. is approved, will the C.O.N. holder fully participate in the

Premier EMS Agencies program?
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K. If the initial C.O.N. is approved, will the C.O.N. holder fully participate in Bureau
of EMS and Trauma System quality improvement initiatives including but not limited to
SHARE and E.P.1.C.-TBI?

L. If the initial C.O.N is approved, will the C.O.N. holder have at least one (1)
manager attend and participate in the Arizona Emergency Medical Services Council, in
Arizona’s Central Regional Council (Arizona Emergency Medical System)), and in the Arizona
Ambulance Association?

Details of the Applicant’s request are open to the public and are contained in its
application on file with the Clerk of the Department, Office of Administrative Counsel and
Rules, Arizona Department of Health Services, 1740 West Adams, Room 203, Phoenix,
Arizona 85007.

YOU ARE ADVISED that the hearing will be conducted under the authority of, and in
accordance with Arizona Revised Statutes Title 36, Chapter 21.1 and Title 41, Chapter 6,
Atticle 10, and A.A.C. Title 9, Chapter 25, Articles 9 and 11.

YOU ARE FURTHER ADVISED that failure to appear at the scheduled hearing may
result in the administrative law judge dismissing the matter or otherwise deciding the case
against you.

THE OFFICE OF ADMINISTRATIVE HEARINGS has appointed Diane Mihalsky,
Office of Administrative Hearings, 1400 West Washington, Suite 101, Phoenix, Arizona
85007, as administrative law judge, to conduct such hearings and issue such orders, pursuant to
the Office of Administrative Hearings’ procedural rules and the procedural rules that the
administrative law judge determines are necessary to properly adjudicate the above captioned
matter. Information regarding procedures, practice pointers, online filing of motions, such
as making requests to appear telephonically is available through the Office of

Administrative Hearings’ website at www.azoah.com.
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In accordance with A.R.S. § 41-1092.08, the administrative law judge shall submit to
the Director, a written recommendation, including proposed findings of fact, conclusions of the
law and recommended decision regarding the disposition of this matter.

The original of all correspondence and pleadings to be filed in the matter should be
directed to the Office of Administrative Hearings, 1400 West Washington, Suite 101, Phoenix,
AZ 85007, with copies to all other parties and to the agency at the address listed below.

Persons with a disability may request a reasonable accommodation, such as a sign

language interpreter, by visiting www.azoah.com and submitting an on-line motion, by mail

to the Office of Administrative Hearings, 1400 West Washington, Suite 101, Phoenix, Arizona
85007, or by calling (602) 542-9826. Requests should be made as early as possible to allow

time to arrange the accommodation.

L Y
Dated%é‘lo_nl ,2015

Rober\L#he

Director’s Designee
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Original filed this 20" day of April, 2015, with:

Clerk of the Department

Arizona Department of Health Services
1740 W. Adams, Room 203

Phoenix, AZ 85007

Copy of the foregoing sent by certified mail, return receipt
requested this 21% day of April, 2015 to:

Bryan Gibson

MARICOPA AMBULANCE, LLC
23200 N Pima Rd. Ste 101
Scottsdale, AZ 85255

Copies of the foregoin% sent by interdepartmental mail
or regular mail this 21* day of April, 2015 to:

Bryan Gibson

MARICOPA AMBULANCE, LLC
23200 N Pima Rd. Ste 101
Scottsdale, AZ 85255

Cara Christ, Deputy Director
ADHS/Public Health Services
150 N. 18™ Ave., Suite 510
Phoenix, AZ 85007

Don Herrington, Assistant Director
ADHS/Public Health Services

150 N. 18" Ave., Suite 505
Phoenix, AZ 85007

Todd Jaramillo, MHA

Ambulance Services, Certification, & Enforcement Manager
ADHS/Bureau of Emergency Medical Services & Trauma System
150 N. 18™ Avenue, Suite 540

Phoenix, Arizona 85007-3248

Telephone: (602) 364-3165

FAX: (602)364-3567

Kevin Ray, Patricia LaMagna,
and Laura Flores ,
Office of the Attorney General
1275 W. Washington

Phoenix, AZ 85007
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Debbie Johnson, Director, Vice President, Advocacy
Arizona Hospital and Healthcare Association

2800 N. Central Ave., Suite 1450

Phoenix, AZ 85004-1051

Victoria Burns
AHCCCS, MD 6600
P.O. Box 25520
Phoenix, AZ 85002

Nancy Bonnell, Unit Chief
Antitrust Unit

Office of the Attorney General
1275 W. Washington
Phoenix, AZ 85007
Telephone: (602) 542-7768
FAX: (602) 542-9088

Mike Duran, Fire Chief

Buckeye Valley Rural Volunteer Fire Dist. dba
BUCKEYE VALLEY VOLUNTEER RESCUE UNIT
P.O. Box 75

Buckeye, AZ 85326

Robert Biscoe, Fire Chief

Fire District of Sun City West dba

FIRE DISTRICT OF SUN CITY WEST AMBUL. SERVICE
18818 N, Spanish Garden Dr.

Sun City West, AZ 85375

Mark Nichols, Fire Chief

DAISY MOUNTAIN FIRE DISTRICT
515 E. Carefree Highway, PMB 385
Phoenix, AZ 85085

Paul S. Wilson, Fire Chief
SUN LAKES FIRE DISTRICT
25020 S. Alma School Rd.

Sun Lakes, AZ 85248

Glenn Kasprzyk, COO

LIFE LINE AMBULANCE SERVICE, INC.
1099 W. Iron Springs Rd.

Prescott, AZ 86305
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Pamela Wayne, Ambulance Billing Supervisor
City of Phoenix dba

CITY OF PHOENIX ETS

(EMERGENCY TRANSPORT SYSTEM)
150 S. 12" st.

Phoenix, AZ 85034

Jim Roeder, Director of Compliance
R/M Arizona Holdings, INC.

dba CANYON STATE AMBULANCE
dba Payson Medical Transport

dba Lifestar EMS

222 E. Main St.

Mesa, AZ 85201

John P. Karolzak, Vice President of Operations-Arizona
Southwest General, Inc. dba

SOUTHWEST AMBULANCE

AND RESCUE OF ARIZONA

222 E. Main St.

Mesa, AZ 85201

John P. Karolzak, Vice President of Operations-Arizona
Southwest General, Inc. dba

SOUTHWEST AMBULANCE (MARICOPA)

222 I3. Main St.

Mesa, AZ 85201

John P. Karolzak, Vice President of Operations-Arizona
RURAL/METRO CORP. (MARICOPA)

dba Rural/Metro Ambulance Service

222 E. Main St.

Mesa, AZ 85201

Jim Roeder, Director of Compliance
Comtrans Ambulance Service dba
AMERICAN COMTRANS

222 E. Main St.

Mesa, AZ 85201

Jim Roeder, Director of Compliance
AMERICAN AMBULANCE

222 E. Main St.

Mesa, AZ 85201

Jim Roeder, Director of Compliance

PROFESSIONAL MEDICAL TRANSPORT, INC (PMT)
222 E. Main St.

Mesa, AZ 85201
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Glenn Kasprzyk, General Manager
AMERICAN MEDICAL RESPONSE OF
MARICOPA, LLC

1009 W. Iron Springs Rd.

Prescott, AZ 86305

Paul Bourgeois, Fire Chief

SUPERSTITION FIRE & MEDICAL DISTRICT
565 N. Idaho

Apache Junction, AZ 85119

Thomas Birch, Fire Chief

Black Canyon Fire District dba

BLACK CANYON FIRE DEPARTMENT
P.O. Box 967

Black Canyon City, AZ 85324-0967

Lonnie Guthrie, Service Director
AJO AMBULANCE, INC.

1850 N. Ajo-Gila Bend Hwy
Ajo, AZ 85321

Fred Baldridge, Fire Chief

Town of Gila Bend dba

GILA BEND RESCUE/AMBULANCE
P.O.Box A

Gila Bend, AZ 85337

John Valentine, General Manager
RIVER MEDICAL, INC.

415 El Camino Way

Lake Havasu City, AZ 86403

John P. Karolzak, Vice President of Operations-Arizona
RURAL/METRO CORP. (YUMA)

222 E. Main St.

Mesa, AZ 85201

John P. Karolzak, Vice President of Operations-Arizona
SOUTHWEST AMBULANCE

OF CASA GRANDE, INC.

222 E. Main St.

Mesa, AZ 85201

Dominic “Nick” Renon, Fire Chief

TRY-CITY FIRE DISTRICT AMBULANCE SERVICE
4280 E. Broadway

Claypool, AZ 85532

-10-
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Steven Holt, Fire Chief

TONTO BASIN FIRE DISTRICT
P.O.Box 48

Tonto Basin, AZ 85553

Richard Nix, EMS Chief

TRI-VALLEY AMBULANCE SERVICE, INC.
P.O. Box 958

29118 E. Los Angeles

Wellton, AZ 85356-0958

Jim Jobusch, Fire Chief

Town of Gilbert dba

GILBERT FIRE AND RESCUE DEPARTMENT
85 E. Civic Center Dr.

Gilbert, AZ 85296

Ron Knight, Fire Chief

Town of Queen Creek dba

QUEEN CREEK FIRE AND MEDICAL DEPARTMENT
22358 Ellsworth Rd.

Queen Creek, AZ 85142

Greg Ruiz, Fire Chief

City of Tempe dba

TEMPE FIRE MEDICAL RESCUE
PO Box 5002

Tempe, AZ 85280

Michael Thompson, Chief

Sun City Fire District dba

SUN CITY FIRE AND MEDICAL DEPARTMENT
18602 N. 99" Ave.

Sun City, AZ85373

Mark Burdick, Fire Chief
GLENDALE FIRE DEPARTMENT
6829 N 58" Dr.

Glendale, AZ 85301

Thomas Abbott, Fire Chief

SURPRISE FIRE-MEDICAL DISTRICT
14250 W. Statler Plaza, Ste. 101
Surprise, AZ 85374

~11-
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Harry Beck, Fire Chief

MESA FIRE & MEDICAL DEPARTMENT
13 W, 1% St.

Mesa, AZ 85201

Bob Costello, Fire Chief

City of Buckeye dba

CITY OF BUCKEYE FIRE - MEDICAL —~ RESCUE DEPARTMENT
21699 W. Yuma Rd., Ste. 101

Buckeye, AZ 85326

Neal Thomas, Manager
ABC AMBULANCE, LLC
2336 E. Magnolia St.
Phoenix, AZ 85034

Diane Mihalsky, Administrative Law Judge
Office of Administrative Hearings

1400 W. Washington, Suite 101

Phoenix, AZ 85007
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Brooke Utilities, Inc.

Monthly Financial Package
July 31st, 2015

REPORTS INCLUDED:

Balance Sheet:

o Brooke Utilities, Inc.
o Brooke Water Co.
o Circle City Water Co.

¢ Income Statement by Object:
o Brooke Utilities, Inc.

o Brooke Water Co.
o Circle City Water Co.

Vacancy Report

Consumption Report

Work papers

Brooke Utilities

Receivables
o Other Receivables
o Notes Receivables

Prepaids
o Prepaid Insurance
o Prepaid Charges and Fees

Accounts Payable
o Accounts payable report



(@]
(@)

Accrued Liabilities
Wages payables
Bonus payable

Brooke Water

Circle City

CAP X AFE Report
Receivables

Prepaids
Prepaid Water Contract Charges
Prepaid Insurance

Accrued Liabilities
Customer Security Deposits
Meter Deposits

Cap X AFE Report
Receivables

Prepaids
Prepaid Water Contract Charges
Prepaid Insurance

Accrued Liabilities
Customer Security Deposits
Meter Deposits

Truck Mileage Report
Overtime Report
Call Center Metrics

Cash Dishursement Journal




Useful links:

WorkOrders» http://webportal/bui/Work%200rders/Forms/Allltems.aspx?RootFolder=%2fbui%2f
Work%200rders%2fWork%200rders%2fYear%2{2014&FolderCTID=&View=%7bE1D9D337%2

dBBF0%2d4B64%2dBC52%2d0CDD10707ED0%7d

AFED
hitp://webportall/ ACCTG/fixedassets/Authorization%20for%20Expenditure/Forms/Allltems.aspx

CallCenterMetrics:
http://webportal/ls/Shared%20Documents/Forms/Allitems.aspx?RootFolder=%2fls%2fShared%20Docu
ments%2fCALL%20CENTER%20METRICS%2fBUI%2f2014&FolderCTID=&View=%7bD8835129%2dC023%
2d4A6E%2dA7C2%2d3ED7C297F9DC%7d

ServiceQrderp»
http://webportal/bui/Service%200rders/Forms/Allitems.aspx?RootFolder=%2fbui%2{Service%200rders
%2f2014&FolderCTID=&View=%7b66CF2D4C%2dE406%2d44E6%2dB049%2dDCFEDES16FFF%7d



http://webportal/bui/Service%2OOrders/Forms/Allltems,aspx?RootFolder=%2fbui%2fService%2OOrders

WATER UTILITY PLANT
Utility Plant in Service
Less: Accum Depreciation & Amortization

WATER UTILITY PLANT, NET

OTHER UTILITY ASSETS

CURRENT ASSETS
Cash and Equivale nts
Cash Payable to BUI
Receivables

Prepaid and Other

TOTAL CURRENT ASSETS
TOTAL ASSETS

EQUITY

Partners Capital
Current Year Net I ncome (Loss)

TOTAL EQUITY

CURRENT LIABILITIES
Notes Payabies - BUI

Taxes Payables

Accrued Liabilities

TOTAL CURRENT LIABLITIES
DEFERRED CREDITS
Unearned Revenue

Contributions in Aid of Construction (CIAC)
A/A Contribution in Aid of Construction

TOTAL DEFERRED CREDITS

LONG TERM DEBT

TOTAL LIABILITIES & EQUITY

Circle City Co., LLC
Balance Sheet

07/31/15
ASSETS

$609,050
(275,675)
333,375

10,614
(33,730)
521

36,202

13,607
__S346982

LIABILITIES AND EQU[TY

(712,847)
(54,710)
(767,557)

872,765
1,611

6,510

880,886

3,010
286,611

(55,967)
233,653

$346,982

12/31/14

$609,050
(258,057)
350,992

49,806
(41,011)
2,862

44,300

55,958
$406,950

(634,774)
(78,073)
(712,847

872,765
0

6,231

878,995

1,972
286,611

(47,781)
240,801

$406,950




OPERATING REVENUE
Metered Sales Residential
Metered Sales Commercial
Establishment Charge

Late Fees

Other Revenues

TOTAL OPERATING REVENUES
OPERATING EXPENSES

Hourly

Salary - Overtime

Payroli taxes - FICA

Payroll taxes - Medicare

Payroil taxes - FUTA

Payroll taxes - SUI
" Benefits - Workers Compensation
Benefits - Health Insurance
Benefits - Life Insurance
Property Taxes

Gas/Electricity

Water/Sewer

Telephone

Other Communications

Travel - Commercial

Airplane Rental

Travel - Rental Cars

Travel - Gasoline and Oil

Meals

LODGING

Office Supplies

Postage and Freight

Utilities Plant - Mains

Utilities Plant - Meters

Utilities Plant - Storage Tanks
Utilities Plant - Wells & Springs
Small Tools and Equipment
Account Analysis Fees

Network Access Fees

Tech Support Fees

Contractual Services - Lightstorm S.A
Advertising and Promotion - Newspaper
Organization & Memberships Dues
Software License Fees

. Licenses and Permits

Write Off

Materials and Supplies
Regulatory Water Testing

Sales tax Expense

Property and Casuaity Insurance
Management Fees

Purchased Water

TOTAL OPERATING EXPENSES
EARNINGS BEFORE INCOME TAX,

Depreciation & Amortization
INCOME (LOSS) FROM OPERATIO
OTHER INCOME (EXPENSE)

CAP Water Contract Expenses
Interest Expense

TOTAL OTHER INCOMES(EXPENS
NET INCOME (LOSS)

Circle City Co., LLC

n t Obje:
Jul 2015
LAST LAST CURRENT
YEAR YTD YTD JUL 2015 JUN 2015 MAY 2015 APR 2015

$57,666 $35,962 $29,560 $4,910 $4,619 $4,385 $4,279
1,690 1,030 1,200 100 100 109 214
775 475 275 25 0 S0 50

89 68 41 9 10 8 7

50 50 100 100 0 0 0
60,270 37,585 31,177 5,144 4,730 4,551 4,550
5,503 3,988 4,943 755 833 537 604
480 264 301 177 124 0 0
339 241 306 56 57 31 36

79 56 71 13 13 7 8

7 7 9 0 0 0 1

29 29 10 0 0 0 7

75 56 69 12 9 7 13

987 715 - 671 73 75 83 115

11 8 10 2 1 1 2
2,762 2,113 1,611 230 230 230 230
9,575 5,337 5,493 974 859 832 780
223 223 0 0 0 0 0
256 164 51 0 15 12 0
173 97 40 0 40 0 0
569 513 357 357 0 0 0
621 0 459 0 0 0 459

63 63 88 0 0 0 88
1,389 813 202 0 0 0 102
137 137 11 0 0 (] 11
270 270 [ ] 0 0 0

55 55 12 0 0 0 0
1,470 786 1,506 142 333 139 138
2,686 1,317 1,089 0 885 ] 0
504 504 0 0 0 0 0

0 0 580 0 580 0 0

0 0 1,000 0 0 0 1,090

11 1 0 0 0 0 0
1,166 656 425 60 52 51 68
102 64 91 13 12 11 12

83 0 583 83 83 83 83
4,581 2,732 2,095 305 585 0 334
528 0 0 0 0 ] 0
274 274 0 0 0 ] 0
1,000 583 ] 0 0 0 0
1,070 0 0 ] 0 0 o
347 236 (111) 0 0 0 0
773 773 0 0 0 0 0
1,914 1,006 2,136 15 15 (179) 1,850

5 5 0 0 0 0 0

795 507 424 61 61 61 61
1,833 1,167 1,167 167 167 167 167

0 0 177 0 0 177 0
42,745 25,771 25.994 3,495 5,030 2,250 6,259
17,525 11,814 5,182 1,649 (300) 2,300 (1,709)
16,955 9,435 9,431 1,152 1,308 1,310 1,417
570 2,379 (4,249) 497 (1,608) 991 (3,125)
78,640 45,873 50,461 7,209 7,209 7,209 7,209
(03] (€] 0 0 0 0 0
78,642 45,875 50,461 7,209 7,209 7,209 7,209
($78,073) ($43,495) ($54,710) ($6,712) _ ($8,817) {$6,218) ($10,334)
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Circle City Water Co., LLC

Balance Sheet Account Reconciliation
Account 1400.10 - Prepaid CAP Water Contract Charges

July 31st, 2015
MONTH Additions Deletions  Reference BALANCE
Year End 2014 $43,252.04 43,252.04
JAN2015 $0.00 ($7,208.67)|Monthly Amortization $36,043.37
FEB2015 $0.00 {$7,208.67)|Monthly Amortization $28,834.70
MAR2015 $0.00 |  ($7,208.67)|Monthly Amortization $21,626.03
APR201S $0.00 ($7,208.67)|Monthly Amortization $14,417.36
MAY2015 $43,252.00 ($7,208.67)|Monthly Amortization $50,460.69
JUN2015 $0.00 ($7,208.67) {Monthly Amortization $43,252.02
JUL2015 $0.00 {$7,208.67)|Monthly Amortization $36,043.35
AUG2015 | $0.00 $0.00 {Monthly Amortization $36,043.35
'SEP2015 $0.00 $0.00 |Monthly Amortization $36,043.35
0CT2015 $0.00 $0.00 |Monthly Amortization $36,043.35
NOv2015 $0.00 $0.00 | Monthly Amortization $36,043.35
DEC2015 ) $0.00 $0.00 |Monthly Amortization $36,043.35
$43,252.00 {$50,460.69) G/L $36,043.35
26.01.7171.00 Difference $0.00
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Circle City L.L.C

Balance Sheet Account Reconciliation

Account 2500.20 - Customer Security Deposit
July 31st, 2015

% o K K ok K kK ok ok SUMMARY % Kk ok ok ok ko k ok

“Beginning

Additions Deletions Ending Balance
Balance

17-CC $3,361.92 $53.00 $000  $3,414.9
ccco $3,361.92 $53.00 $0.00 $3,414.92
TOTAL $3,361.92 _ $53.00 %000 $3,414.92

$3,414.92

$0.00




Circle City L.L.C

Balance Sheet Account Reconciliation
Account 2500.21 - Refundable Meter Deposit Summary

July 31st, 2015

Beginning Balance

Ending Balance

17-CC $3,095.00
CCCo $3,095.00
TOTAL %000 $3,095.00

~$3,095.00

$0.00
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