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November 5,2015 

To whom it may concern: 

It is my intention that the sale of the Jake's Corner Water System consists of all pumps, tanks, 

easements and distribution systems (including the well #55-620 399). 

Sincereiy, 
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INFORMATION REGARDING 
THE FILING OF AN 

EMERGENCY RATE CASE 

General conditions necessary for application of interim, emergency rates: 

1. Situation of sudden change which brings hardship to a Company. 
2. Situation where Company is insolvent. 
3. Situation where ability of Company to maintain service (pending a formal 

determination) is in serious doubt 

In support of the above, the inability of the Commission to grant permanent rate relief wid 
reasonable time would be grounds for granting interim relief. This would require that the Corn 
demonstrate that the period needed to p n t  permanent relief wouid not be reasonable, give1 
emergency condition present. 

Further, there is certain information that, at a minimum, would be required to be submitted j 
application for emergency rate relief: 

A narrative cover sheet(s) devoted to the explanation of the emergency condition prese 
the company. 
A requested amount of dollars to be recovered in the emergency rate. 
A n  emergency rate charge to apply to customers. 
A method or mechanism to recover the requested amount of dollars. 
A detailed breakdown of the system repairs, if any, necessary to alleviate the emerg 
condition. To include information such as size, quantity, capacity and condition of all r 
areas, and a listing for the cost of labor per repair item. 
A copy of an estimate of the cost of repairs. 
Original and 15 copies of all of the information. 
Delivery of the ori@ and 15 copies to: 

Arizona Corporation Commission 
Docket Control 

1200 W. Washington 
Phoenix, A 2  85007 

i2M) WEST WASHINGTON STWET: PHOENIX ARIZONA 85007-2927I4WJ WEST CONGRESS STREET: TUCSON. AFUZONA85701-1347 

www.azcc.aov 
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Jakes Corner Water System 
Mr. Michael Armstead 
C/O Management Systems, Inc. 
211 W. Saddle Lane 
Payson, AZ 85541 

A) Emeaencv Rate Case 

lakes Corner Water System is “insolvent“ and needs many upgrades to be brought up to compliance, from department 
of DEQ. 

Health and safety is eminent. Arsenic levels exceed maximum content levels, immediate filtration to be compliant per 
DEQ. 

Storage pressure tank failure, temporary patching is not in compliance. The revenue is insufficient to maintain health, 
safety, and operations of company. 

20 years since a rate increase, this has left the company insolvent! 

The entire operations and administration system needs reformed to become compliant and efficient. The company is 
out of compliance from maximum content levels of arsenic and under “consent order” to make these repairs to bring 
the company out of insolvency and operating effectively. Yet a t  this time Jakes Corner Water System is unable to 
achieve this due to the inability to operate from the current failing financial state at  the existing rate base, the company 
does not have time for determination of a regular rate increase. At a 1 year rate base, 1 year for formal rate 
determination. 

Jakes Corner Water System is now in an emergency condition! 

With the insufficient revenue Jakes Corner Water cannot operate at  a compliance level. 

The water distribution system needs multiple repairs from years without proper maintenance and operations. 

The current revenue stream is unable to support taxes much less current repairs, and it’s seriously doubted that the 
system can maintain operations without sustaining any break downs and/or failures. 

Jakes Corner Water System is failing with the current revenue stream and does not cover minimum operating expenses, 
placing the company in an “insolvent” state because it cannot afford to bring its current health and safety issues 
compliant to DEQ standards, much less daily maintenance or repairs that are desperately needed to operate, and first 
being a t  a compliant level. 

Please consider this emergency rate as Jakes Corner Water System is currently in an extreme situation. 

Thank you, 

W 
Michael Armstead 



Jakes Corner Water System 
Management Systems, LLC 

Mr. Michael Armstead 

r 
------ METER SIZE IAU Classes) CHARGE 

s 26.00 

34.50 
5 1-50 
90.50 

129.50 

! 518 x %’I Meter 

1 ’’ Meter 
1 I&’’ Meter 
2” Meter 
3” Meter 

%” Meter i 30.00 

! 

1 
1 

B) A requested amount of dollars to be recovered in the emergency rate. 

Jakes Corner Water System is insolvent and is  requesting an emergency amount of $37,000. 

Jakes Corner Water System has immediate emergencies, due to leaks, multiple repairs needed, tanks, 
leaks, inadequate water storage, and insufficient pressure. Also, desperate need to implement at  least 
48 hours of water storage (5,000 gallons) to  accommodate properly with emergency situations. 

“Conservation rate schedule” with a $26.00 minimum, see schedule below: 

METER SIZE 

? I  5/8 x %” & %” Meter -Residential 
From 1 to 3,000 gallons 
From 3,001 to 9.000 gallons 
Over 9,000 gallons 

5B x %” & %” Meter -Commercial & 
Industrial 

I 
From 1 to 9,000 gallons 
Over 9,000 gallons 

1” Residential, Commercial & Industrial 
From I to 11,000 gallons 
Over 1 1,000 gdlons 

I K” Residential, Commerciel & . 
Industria) I Fmm 1 to 20,000 gallons 

I over 20,000 gallons 

CHAR_GE 

$3.56 
$4.28 

$5.31 

$4.28 
$5.31 

$5.31 
$6.15 

$5.31 
$6.15 

METERSIZE 

2” Residential, Commercial & Industrial 
From 1 to 43,000 gallons 
Over 43.000 gallons 

3”Residential. Commercial & Industrial 
From 1 to 66,000 gallons 
Over 66,000 gallons 

4”Residential. Commercial & industrial 
From 1 to 113,000 gallons 
Over 1 13,000 gallons 

6” Raidentiat. Commercial & industriaf 
From 1 to 500,000 gallons 
Over 500,000 @Ions 

CHARGE 

$5.31 
$6.15 

$5.31 
$6.15 

$5.31 
$6.15 

$5.31 
$6.15 

L 



lakes Corner Water Systems 
Management Systems, Inc. 

Mr. Michael Armstead 

C) An emergency rate charge to apply to customers. 

Jakes Corner Water System is requesting an emergency rate increase that would produce a just and 
reasonable rate of return, if the rates are approved as stated below. 

MONTHLY USAGE CHARGE 
i 

, - -  METER SIZE (Ail CIasses) CHARGE 
518 x %'$ Meter $ 26.00 

%" Meter 30.00 
34.50 
51.50 

1 '. Meter 
! %"Meter 

90.50 
129.50 
207.50 

3" Meter 

00.00 
4" Meter 
@Meter 

1 

2" Meter ! 
I 

-I -.-I-..-.-" -I_--_- -- 

COMMODITY CHARGE (per 1,000 gallons of water) 

METER SIZE 1 CHARGE 

From 1 to 3,000 gallons $4.28 
From 3.001 to 9.000 gallons 
Over 9,000 gallons $5.31 

5/8 x %" & %" Meter - Commercial & 
Jndustrial $4.28 

$5.31 From 1 to 9,000 gallons 
Over 9,000 gallons I 

1" Residential. Commercial & Industrial 
From 1 to 11,000 gallons 
Over 1 1,000 gallons 

1 'h" Residential. Commercial & - 
Industrial 
From 1 to 20.000 gsllons 

$5.31 
$6.15 

$5.31 
$6.15 

METERSIZE 

2" Residential. Commercial & Industrial 
From 1 to 43,000 gallons 
Over 43,000 galIons $6.15 

$5.31 3Wesidential. Commercial db Iudustriai 
From 1 to 66,000 gallons 
Over 66,000 gatlons $6.15 

'1  $5.31 
4"ResidentiaI. Commercial & Industrial 
From 1 to 113,000 gallons 
Over 113,000 gailons I $6.15 

I $5.31 
6" Residential. Commercial & Industrial 
From 1 to 500,000 gallons 
Over 500,000 gallons $6.15 



Jakes Corner Water Systems 
Management Systems, Inc. 

Mr. Michael Armstead 

SER171CE CHARGES 

SERVICE 

Establishment 
Reconnection (Delinquent) 
After Hours Service Charge (a) 
Meter Test (if correct) 
Meter Re-Read (if correct) 
Deposit 
Deposit Interest (per year) 
Re-establishmant (within 12 months) 
NSF Check 
Deferred Payment (per month) 
Late Payment Penalty (per month) 
Moving Customer Meter (customer request) 

(a) After Hours Service: After regular working hours. on Saturdays, Sundays 

*Per Commission Rule Rl4-2403@)(7). 
*+Number of months off the system times the monthly minimum per 

or holidays if at the customer's request. 

Commission Rule A.A.C. R14-2-40?(D). 

In addition to the collection of regular rates, the utiIity wiIl coliect h m  its 
customers a proportionate share of any priviiege, sales, use, and franchise 
tax, per Commission Rule A.A.C. R14-2409@)(5). 

CHARGE 

a5.00 
20.00 
35.00 
25.00 
25.00 

.-__I_ 

* 
* 
** 

$ 1  7.50 
1.50% 
1 S O %  *** 

- 

SERVICE AND METER INSTALLATTON CHARGES 

5/8 s %"Meter 
W Meter 
1" Meter 

l !TMeter 
2" Meter 
3" Meter 
4" Meter 
6" Meter 

Line 
s 415.00 

415.00 
465.00 
520.00 
800.00 

i ,O 15.00 
1,430.00 
2,150.00 

- Meter 
$ 105.00 

205.00 
265.00 
475.00 
995.00 

1,620.00 
2.570.00 
4,925.00 

Totai 
S 520.00 

620.00 
730.00 
995.00 

1,795.00 
2,635.00 
4,000.00 
7,075.00 

Questions should be directed to Arroyo Water Company, Inc. 
Mr. Michael Armstead, Management Systems, Inc. 

211 W. Saddle Lane, Payson Az. 85541 



lakes Corner Water Systems 
Management Systems, IN. 

Mr. Michael Armstead 

> A requested amount of doliars to be recovered in the emergency rate. 
& A method or mechanism to recover the requested amount of dollars. 

Arroyo Water Company, Inc. is insolvent and is requesting an emergency amount of 37,000. 

Arroyo Water Company has immediate emergencies, due to leaks, multiple repairs needed, tanks, leaks, 
inadequate water storage, and insufficient pressure. Also, desperate need to implement a t  least 48 
hours of water storage (5,000 gallons) to accommodate properly with emergency situations. 

“Conservation rate schedule” with a $26.00 minimum, see schedule below: 

MONTHLY USAGE CHARGE 

I I I- -- _- 
I 

CKARGE I 
- METER SIZE (All Classes) 

Si8 x %” Meter S 26.00 
%” Meter 30.00 
1 * Meter 34.50 
1 !/t” Meter 51.50 

90.50 
129.50 

2” Meter I 
! 

207.50 
3” Meter 

< 00.00 
4” Meter 
6”Meter 

__I_ _I___-ILII __I_______ __--_.._ - _--_ ___-___-___ -_ __ - 
COMMODITY CHARGE {per i,OOQ gallons of water) 

METER SIZE i -  
5/8 x %” & %” Meter - Residential 
From 1 to 3,000 gallons 
From 3,OO I to 9.OOO gallons 
Over 9,000 gallons 

Y8 x %” & %* Meter - Commercial & 
Industrial 
From 1 to 9,000 gallons 
Over 9.000 gallons 

1” Resldential, Commercial & Industrial 
From t to 1 I Q O O  gallons 
Over 11,000 gallons 

1 H” Residential. Commercial & 1 
Iodustrisl 
From 1 to 20.000 grlllORS 
Over 20,000 gallons - 

~ 

$3.56 
$4.28 
$5.31 

$4.28 
$5.31 

$5.31 
$6.15 

$5.31 
$6.15 

1 CHARGE : 

$5.31 
$6.15 

METERSIZE 

2” Residential. Commercial & Industrial 
From 1 to 43,000 gallons 
Over 43,000 gallons 

$5.31 3”hsidentiai. Commercial & Industriai 
From 1 to 66,000 gallons 
Over 66,000 gallons $6.15 

$5.31 
4”Residential. Commercial 8r Lndustriai 
From 1 to 113,000 gallons 
Over I 13,000 gallons $6.15 

6” ResidentiaL Commercial & Industria1 
From 1 to 500,000 gallons $5.31 
Over j00,OOO gallons $6.15 



Jakes Corner Water System 
Management Systems, Inc. 

Mr. Michael Armstead 

E) Detailed breakdown of system repairs, if any, necessary to alleviate the emergency condition. 

Jakes Corner Water System needs to replace existing water storage. 

Needs arsenic filtration system 

5,000 storage tank 

5 horse power booster motor and pump 

2,000 gal pressure tank 

Electrical panels and control wiring 

Fencing and site preparation and storage facility 

Distribution piping undermined a t  this time. 

Low pressure and inadequate pipe sizes leading to main-line adequate pressure, electric control 

replacement, labor amount is unknown, and the system is in such disarray the amount of actual 

expenses and labor is not known or available at this time. 

F) A copy of an estimate of the cost of repairs. 

No estimate is available at  this time. 



ARIZONA CORPORATION 
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ANN lJAL REPORT MAILING LABEL -MAKE CHANGES AS NECESSAR' 

ANNUAL REPORT 
water 

FOR YEAR ENDING 

I 12 I 31 12014 I 



S'OM1 'ANY INFORMAT lory 
_ _ _  

Company Name (Business Name) Jakes Corner Water System __ 

Mailing Address P.O. Box 3077 __________________ 
( Strcer ) 

928-363-0032 
1 elcphone No (Include Area Codc) k:i\ N o  (Include Arcd ('ode) Cell N o  (Include A r m  C 

Email Address 

Local Office Mailing Address 
(Street) 

( C  I t \ )  (State ) ( l i p )  

1,ocdl OHicc 1 elcphonc No. (Include Area Codc) rd\ No. ( I  ncludc Area C ode) ('ell N o  (Include Arw 0 

Email Address 

Payson Arizona 85541 
(C'iiy) (State) (Lip) 

dC) 

de) 

Michael Armstead / Kacy Parker CEO D Management Contact: 
(Nanic) (Title) 

21 I W. Saddle Lane Payson Arizona 85541 

T I N F O ~ T I O N  

Email Address 

Email Address 

On Site Manager: Michael Amstead 
(Nnmc) 

21 1 W. Saddle Lane Payson Arizona 85541 

2 



c J 

1 

Michael Armstead 
~ ~ - n i n i L 7  - - .- .-- -- - 

Statutory Agent: 

Payson AnZOM 85541 2 11 W. Saddle Lane - 
~ _qq.qiy_pp_ (Srate) 

928-363-3200 
iileplione NO. ( I n c l u d e z C o d c : )  l a x  No. (Include Arca Codc Cell No. (Include AI 1 Attorney: NIA 

P a m e )  

OWNERSHIP INFORMATION 
~~ 

Check the following box that applies to your company: 

D Sole Proprietor (SI 

D Partnership (PI 

Corporation (C) (Other than Associatio 

D Subchapter S Corporation (ZI 

D Bankruptcy (B) D AssociationKo -op (A) 

D Receivership (R) D Limited Liability Company 

D Other (Describe) 

COUNTIES SERVED 

Check the box below for the countyhes in which you are certificated to provide service: 

D APACHE 

GILA 

D LA PAZ 

D NAVAJO 

D SANTA CRUZ 

D STATEWIDE 

D COCHlSE 

DGRAHAM 
D MARICOPA 

D PIMA 

D YAVAPAI 

D COCONINO 

D GREENLEE 

D MOHAVE 

D PINAL 

D YUMA 

de) 

idc) 

:o-op) 

3 



L I 

I CuMpANY NAMt 
N F R  W A T F R  CVCTFM 

UTILITY PI,ANT IN SERVICE 

DESCRIPTION 

I I I 

I I 

This amount goes on the Balance Sheet Acct. No. 108 

I 

).C.L.D. 

: less AD) 

3,600.00 

15,000.00 

5,000.00 

23,600 

4 



2 

1 COMPANYNAME JAKES CORNER WATER SYSTEM 
___ ___-__ 

Acct. Original Depreciation 
Percentage (2) 

NO. DESCRIPTION cost ( 1  ) 

3- Organi~ation 2,600.00 

2 Ihnchises  

33 Land and Land Right\ 

33 Structures and improvements 

307 Wells and Springs I5 ,OOO.OO 

311 Pumping Equipment 5,000.00 

320 Water Treatment Cquipment 

3rd Water Treatment Plants 

x Solution Chemical Feeders 

330 Distribution Reservoirs and Standpipes 

31! Storage Tanks 

102 Pressure Tanks 

331 Transmission and Distribution Mains 

333 Services 

334 Meters and Meter Installations 

335 Hydrants 

336 Backflow Prevention Devices 

339 

340 Office Furniture and Equipment 

Other Plant and Misc. Equipment 

340.1 Computers & Software 

341 Transportation Equipment 

343 

344 Laboratory E q u i p m e n t  

315 Power Operated Equipment 

346 Communication Equipment 

347 Miscellaneous Equipment 

348 Other Tangible Plant 

Tools, Shop and Garage Equipment 

TOTALS 23,600.00 

1 

De weciation 

E YPENSE (1x2) 

0 

0 

0 

-. 

- 

2 3,600 .OO 

1 
This amount goes on the Comparative Statement of Income and Expense Acct. N 

5 



1 

1 COMPANY NAME JAKES CORNER WATER SYSTEM 

BALANCE SHEET 

Acct BALANCE AT BALANCEAT 
No. BEGINNING OF EN1 

ASSETS YEAR YE 

' 

OF 
AA 

1 2 1  
122 

6 

Non-Utility Property 
Accumulated Depreciation -Non Utility 
TOTAL FIXED ASSETS $23,600.00 !$ 23,600.30 

TOTAL ASSETS $ 24,460.00 $ 23775 80 



L # 

I 1 OMI'ANY NAMr 'J JAKES CO- W A- 'A 

_-__ 

BALANCE SHEET (CONTINUED) 
- 

ACCt.  BALANCE AT 
No. BEGINNING OE 

LIABILITIES YEAR 

I II 

.ANCE AT 
END OF 

I TOTAL LIABILITIES bo 
t 

$24,460.00 Is23 
I I TOTALLIABILITIES AND CAPITAL '75.00 1 

7 



I 

I COMPANY NAME JAKES CORNER WATER SYSTEM 

403 
408 

408.11 
409 

I I 

1 

Depreciation Expense 
Taxes Other Than Income $83.02 $111.77 
Property Taxes $140.77 
Income Tax 
TOTAL OPERATING EXPENSES $5 84.85 $5490.06 

COMPARATTVE STATEMENT OF INCOME AND EXPENSE 

OPERATING INCOME/( LOSS) $601.15 < $2014 23 > 

8 
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_- 
COMPAN'I' NAhl E: JAKES CC)KNEH WATER SYSTEM 

LOAN #I LOAN #2 LOAN #3 

su P PLEMENTAL FlNANCl A1 DATA 
Long-Term Debt 

1 

Date Issued 

Source of Loan 

ACC Decision No. 

Reason for Loan 

Dollar Amount h u e d  

Amount Outstanding 

Date ofMaturity 

Interest Rate 

Current Year Interest 

Current Year Principle 

$ $ 

Meter Deposit Balance at Test Year End 

Meter Deposits Refunded During the Test Year 

$ 

$ 

IAN #4 

YO 

9 



I COMPANY NAME JAKES CORNER WATER SYSTEM 

Capacity 
( ! !DID) Name or Description 

N/A 

ADEQ Public N.'ater Sjstem Number: 1 r\ianic ofsystem: 

Gallons Purchased or { 
(in thousands) 

WATER COMPANY PLANT DESCRIPTION 

BOOSTER PUMPS 
Horsepower Quantity 

ADWRID Pump Pump Yield Casing Casing 
Number" Horsepower ( W 1 )  Depth Diameter 

(Feet) (Inches) 
AZ 0404083 2 30 60' 

FIREHYDRANTS 
Quantity Standard I Quantit! 

Meter S 
(inches 

STORAGE TANKS PRESSURE TANKS 
Capacity Quantity Capacity Quar 

* Arizona Department of Water Resources Identification Number . 

1 I 

I 
Nok: ifyou are filiiig~for inore tJ7an o m  systenr, please provide separate sheets Jo-- 

OTHER WATER SOURCES 

each 

I NIA 

l=- Drilled 

t 

Ibtained 4 

10 



I * 

ADEQ Public Water System Number: - - 

WATER COMPANY PLANT DESCRIPTION JCONTINUED) 

MAINS 
I Size (in inches) I Material I Len2th (in feet) I 

I I 

3 - I ! 
I I ! 5 I I 

8 
10 
12 

I I I I 

CUSTOMER ME 

Comp. 4 
Turbo 4 
Comp. 6 
Turbo 6 

t-----t 
For the following three items, list the utility owned assets in each category for each system. 

HA TREATMENT EQUIPMENT: 
., I 

STRUCTURES: 

___ 

OTHER: / 

Note: Ifyou are.filing for nzore than one system, please provide separate sheets for 
systeni. 

ERS 
uantitv 

20 

?ach 

1 1  



Name of System: AIIEQ Public Water System Number: - 

MAY 
88786 
99124 
98992 
98993 
78992 
77472 
77581 

1 1,043,050 I I TOTALS 

What is the level of arsenic for each well on your system? O mg/l 
(Ifmore than one wel1,please Iisr each sepurately.) 

If system has fire hydrants, what is the fire flow requirement? N/A GPM f o r b s  

If system has chlorination treatment, does this treatment system chlorinate continuous 
( ) Y e s  ( )No 

Is the Water Utility located in an ADWR Active Management Area (AMA)? 
( ) Y e s  ( X ) N o  

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement 
( )Yes  ( X  )No 

If yes, provide the GPCPD amount: 

Note: If you are filing for more than one qwtem, please provide separate data sheets f or eaclt system 

12 



1 

I 
I : 

I 
I 

I 

I 
I 
I 

I 
I 

MONTH Term inat ion without Notice Termination with Notice 
R14-2-4 1 0.B R 14-2-4 1 0.C 

JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 

J t 

C 

COMPANY NAME: 
Name of-System: 

JAKES CORNER WATER SYSTEM 
ADEQ Public Water System Nunihcr: 

I 1  

UTILITY SHUTOFFS I DISCONNECTS 

1 JULY 
I I  I I 

I I  I I 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 

TOTALS -----+ I I I 

OTHER (description): 

HER 

13 
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YEAR ENDING 1: COMPANY NAME JAKES CORNER WATER SYSTEM 

PROPERTY TAXES 

Amount o f  actual property taxes paid during Calendar Year 20 13 was : $A_- 
Attach to this annual report proof (e .g  property tax bills stamped “paid in full “or copies ofcancellec 
property tax payments) of any and all propertj taxes paid during the calendar year. 

14 



VERIFICATION 

STATE OF 

1,THE UNDERSIGN ED 

OF THE 

VERIFICATION 
AND 

SWORN STATEMENT 
Taxes 

DO SAY THAT THIS ANNUAL UTILITY PROPERTY TAX AND SALESTAX RE 
ARlZONA CORPORATION COMMLSSION 

MOhTH DAY YEAR 

FOR THE YEAR ENDING 12 31 20 I4 

HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORlGlh 
PAPERS AND RECORDS OF SAID UTILITY: THAT I HAVE CA 
EXAMINED THE SAME, AND DECLARE THE SAME TO BE A COM 
CORRECT STATEMENT OF BUSINESS AND AFFAIRS OF SAID UTILI' 
PERIOD COVERED BY THIS REPORT IN RESPECT TO EACH A 
MATTER AND THING SET FORTH, TO THE BEST OF MY K1' 
INFORMATION AND BELIEF. 

SWORN STATEMENT 

I HEREBY ATTEST THAT ALL PROPERTY TAXES FOR SAID COMPANY AR 
AND PAID INFULL. 

I HEREBY ATTEST THAT ALL SALES TAXES FOR SAID COMPANY ARE CUI 
PAID IN FULL. 

SIGNATUREOF OHNFK OK OFFK'IAL 

TBLEPHONI NLMUER 

SIIRSCKIBEIJ ANI) SWORN IOBEFORE MI 

A NO1 ARY PllHI,IC IN AND FOR Tf IE COUNTY 01' 1 (OL \ 7 \  b4UF I 

"IIIS . - MONTH 

(SEA 1, ) 

SlGNATl iKt  0 1  h<>TAK\  PI1BI I( 

M Y  COMMISSION EXI'IKES. 

)RT TO THE 

L BOOKS, 
REFULLY 
.ETE AND 
' FOR THE 
D EVERY 
1 WLEDGE, 

CURRENT 

lENT AND 

15 
______. 



k 

VERIFICATION 
AND 

SWORN STATEMENT 
J ntrstate R e  venues 0 nlv  

VERIFICATION 

STATE OF 
I ,  THEUNDERSIGNED 

OF THE 

HAS BEEN PREPA D UNDER MY DIRECTION, FROM THE ORIGINA 
PAPERS AND RECORDS OF SAID UTILITY; THAT I HAVE CAREFULLY E 
THE SAME, ANDJDECLARE THE SAME TO BE A COMPLETE AND 
STATEMENT OF USINESS AND AFFAIRS OF SAID UTILITY FOR TI1 
COVERED BY THJS'!REPORT IN RESPECT TO EACH AND EVERY MATTER A 
SET FORTH. TO TH EST OF MY KNOWLEDGE, INFORMATION AND BELIE1 h 

SWORN STATEMENT 

IN ACCORDANCE ;J ITH THE REQUIREMENT OF TITLE 40. ARTICLE 8, SE 
401, ARIZONA RE-[SED STATUTES, IT IS HEREIN REPORTED THAT TP 
OPERATING REVEUE OF SAID UTILITY DERIVED FROM ARIZONA IN: 
UTI L ITY OPERATIONS DU RING CALENDAR YEAR 2013 WAS: 

Arizona Intrastate Gross Operating Revenues Only (S) 

! § a  ;9 55-* 77 
(THE AMOUNT IN BOX ABOVE 
INCLUDES $ I / /  .77 
IN SALES TAXES BILLED, OR COLLECTE 

**REVENUE REPORTEDON THIS P;.\GE MUST 
INCLUDE SALES TAXES BILLED PK 
COLLECTED.IF FOR ANY OTI-IE REASON. 
THE REVENUE REPOKTED AROE DOES NOT 
AGREE WlTH TOTALOPERATlNpREVENUES 
ELSEWHERE REPORTED, ATTAqH ?'HOSE 
STATEMENTS THAT RECONCILE THE 
DIFFERENCE. (EXPLAIN IN DETtL,) 

SUBSCRIBED AND SWORN TO BErORE M E  
TLLEPHONC NUlBEK 

A NOTARY PUBLIC IN A-NQ,FOR THE COUNTJ' OF C O I  \TY*.\UC I' 

Y 

u 

IOKS, 
liNED 
RECT 
RIOD 
HING 

IN 40- 
ROSS 
W E  

17 



VERIFl CATION 
AND 

S W O W  STATEMENT 

Jntrastalc Revenues On1 v 
ENTIAL REVENT JE 

TIBNS 

- i; 

VERIF ICATl ON 

ARIZONA INTRASTATE GROSS OPEIIATII!G REVENUES 

2 'q q5-# 79 S 

OF THE 

THE AMOUNT IN BOX ATLEFT 
INCLUDES ffi 
IN SALES TAXES BILLED, OR COLLEC "E 

DO S A Y  THATTHLS ANNUAL UTILITY R E P O R T T O T E A R I Z O N A  CORPORATION COMMI I 

FOR THE YEAR ENDING 
MOgarH RAY s e w 1  

1 
HAS BEEN PREPARED UNDER MY DIRECTION, FROM THE ORIGINAL BOOKS, PA I 
RECORDS OF SAID UTILITY; THAT I HAVE CAREFULLY EXAMINED THE SAME, AN[ C 
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EXECUTIVE SUMMARY 
MANAGEMENT SYSTEMS, LLC, DBA JAKES CORNER WATER SYSTEM 

DOCKET NO. W-20935A-15-0338 

I 

Management Systems, LLC, dba Jakes Comer Water System (“Company”) is located 
approximately 18 miles south of Payson and three miles southwest of Iihghway 188 in Gila County, 
Arizona. The Company provides water u&ty services to approximately 20 residential customers. 

The Company is requesting an emergency rate increase in the amount of $37,000’, or a 1,252 
percent increase over the Company represented 2014 revenue of $2,956’. Staff recommends an 
emergency rate inaease in the amount of $3,896, or an 82.1 percent increase over Staff adjusted 
2014 revenues of $4,746: 

Staff Recommendations: 

Staff recommends approval of an emergency interim rate surcharge of $16.23 per 
connection, per month. 

Staff further recommends that the rates approved in this case will be interim until permanent 
rates are established in the next rate case fihg. 

Staff further recommends that no change to commodity charges, miscellaneous service 
charges, and service and meter installation charges be approved. 

Staff recommends that proof of property taxes paid be submitted semi-annually until the 
obhgation is paid in full. The Company is six years delinquent and Staff has included funding in 
emergency rates to pay these past due taxes. 

Staff M e r  recommends that the Company be ordered to obtain a bond or an Irrevocable 
Standby Letter of Credit in the amount of $10.00. 

Staff further recommends that the Company be ordered to file a full rate case application no 
later than 24 months after the effective date of the interim emergency rates, using the most recent 
test year. 

Staff further recommends that the Company maintain records as required for a permanent 
Including details of water usage, copies of all invoices and other cost rate application. 

documentation supporting the rates requested. 

1 Page 4 of Emergency Rate Application. 
2 Page 16 of Emergency rate Application. 

Staff requested details of 2014 revenues and expenses as discussed in the “Staff Review” section of this report. 
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INTRODUCTION 

On September 28,2015, Management Systems, LLC, dba Jakes Comer Water System (“Jakes 
Comer” or “Company”) fled an application for an emergency rate increase with the Arizona 
Corporation Commission (“Commission”). On October 15, 2015, a Procedural Conference was 
held. At the conference a date of November 16,2015, was set as the docket date for a Staff Report 
on the application and December 7, 2015, as the date for the hearing on the application. The 
Company representative has also applied for emergency rates for Arroyo Water Company. Both 
Jakes Corner and Arroyo Water Company emergency rate applications were included in the 
conference on October 15,2015. 

The Company stated in its application that the Company is insolvent and that the system has 
immediate emergencies. On page 8 of the application, the Company provided a list of system 
repairs necessary to alleviate the emergency condition and on the same page, the Company stated 
that no estimate of costs is available at this time. 

On page 9 of the application, the Company included an annual report for the system for the 
year ending December 31,2014. The Annual report represented that for the twelve months of 2014 
it received revenues of $2,956, paid expenses of $5,490 for an operating loss of $2,0144. The 
Company requested an emergency amount of $37,000 on page 4 and page 7 of the application. The 
$37,000 increase is a 1,252 percent increase over the Company represented 2014 revenue of $2,956. 

BACKGROUND 

Jakes Comer is an Arizona Class E utility engaged in the business of providing potable water 
service to approximately 20 customers in an area located near the community known as Jakes 
Comer, approximately 18 miles outside of Payson, in Gila County, Arizona. The Company 
representative Michael Armstead stated in a procedural conference on October 15, that Management 
Systems, LLC, dba Jakes Corner Water System purchased Jake’s Comer Water System on July 1, 
2015. On July 10, 2015, an application to transfer the Certificate of Convenience and Necessity 
(“CC&N”) from Kacy J. Parker dba Jake’s Comer Water Systems to Management Systems, LLC dba 
Jakes Comer Water System was docketed with the Commission (Docket No. W-20935A-15-0260 
and W-04249A-15-0260). No decision on the transfer of CC&N has been issued at the time of 
issuance of this Staff Report. 

ENGINEERING ANALYSIS 

The Staff Engineering Memorandum is attached to this report. In the Memorandum, Staff 
discusses the lack of reliable data for the system. Staff notes that the Company does not have an 
approved Backflow Prevention Tariff. 

~ ~~ ~ 

The Company Schedules were not mathematically correct. 
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CONSUMER SERVICES 

The Corporations Division of the Commission indicates that Jakes Comer is currently in 
good standing. 

A review of the Consumer Services section records for the period of January 1, 2012 
through October 7,2015, reflects no complaints or opinions. 

COMPLIANCE 

Jakes Comer has no outstanding compliance issues pen-. 

CONDITIONS NECESSARY FOR EMERGENCY RATE RELIEF 

General conditions necessary for interim emergency rates5 include: 

1. 
2. A company is insolvent 
3. 

A sudden change that causes hardship to a company. 

A company’s ability to maintain service (pending a formal rate determination) is in 
serious doubt. 

STAFF REVIEW 

The Company’s application, on pages 4 and 7, is requesting emergency rates of an additional 
$37,000. On page 8 of the application there is a listing of plant items needing repair or replacement. 
No specific costs are attached to the list of items. The items on the list are long lived plant items. 
Staff concludes that this level of increase is to provide for the cost of long-lived additions or 
replacements to plant, rather than on-going operational needs of the Company for the capital plant 
addition portion of this application. Due to the long-term nature of this investment, Staff believes 
this would more appropriately be b n c e d  over a longer period than one or two years. 

Staff does not consider the requested emergency increase of $37,000 in the emergency rates 
as: 

1) An increase of the magnitude proposed by the Company would increase the 
monthly bill per customer per month by $154.00 ($37,000/12 = $3,083; $3,084/20 = 
$154). 
The cost of funding the long-lived assets that are included within the Company’s 
request are appropriately spread over many years, thtough a financing application. 

2) 

’ Accorhg to Attorney General Opinion No. 71-1 7, interim or emergency rates are proper when either all or any of the 
following conditions occur: when sudden change brings hardship to a Company; when the Company is insolvent; or 
when the condition of the Company is such that its ability to maintain service pendulg a formal rate determination is in 
serious doubt. n o s e  criteria have been affirmed in Scates A Atiqona Corporation Commission, 118 Ariz. 531 (CT. App. 
1978) and in Rcsidentia! Uti@ Commer O$ce a Ariqona Corporation CommisSon, 199 Ariz. 588 (2001). 
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Staff did consider that the Company may be operationally insolvent: the last rates were set in 
September of 1994, plus the Company enclosed copies of delinquent property taxes back to 2009 in 
the application for transfer of the CC&N. The Company application provided little information as 
to the revenues and expenses to be included in the emergency rates. 

The Annual reports provided with the application are signed by Kacy J. Parker. Kacy J. 
Parker is the previous owner of the Company. No annual reports since 2007 have been filed by the 
Company. Staff requested information as to the presentation of the annual reports included with the 
application. On October 22, 2015, Staff was provided a print-out showing details of the 2014 
transactions (the “Detailed Report”) for Jakes Corner. The print out was titled “Profit & Loss 
Detail January through December 201 4”. Details included the dates and names of the transactions. 

The Company’s 2014 annual report shows revenues of $2,955.79; the Detailed Report 
showed revenues of $4,855.816. The annual report shows expenses of $5,490.06; the Detailed 
Report shows expenses of $1,900.02. The annual report shows an operating loss of $2,014.23; the 
detailed report shows a net income of $2,955.79. The 2014 annual report calculations are not 
mathematically correct. 

Staff concludes the Detailed Report is a more reliable indicator of the Company’s 
operational needs. While there is considerable difference in the amounts shown in the application 
versus the amounts on the Detail Report of transactions, Staff notes that a number of usual 
expenses were not included in the expense details. Only four categories of expense were shown in 
the details: 

Contract Labor $ 10.00 
Deposits paid out $ 40.73 
Utilities $ 429.29 
Water Testing 3 1.425 .OO 
Subtotal $1,900.02 

Staff concludes that the Company does need emergency rate relief to provide for on-going 
operating expenses, but believes the Company’s request includes capital plant items, better addressed 
in a financing application. This allows the cost of long-lived assets to be spread over the life of the 
assets. 

Scant information was provided to Staff as to the hlstorical operational expenses of the 
Company. Staff determined estimates for known on-going categories of expenses as follows: 

I Purchased Power 1 $500 I 
Repairs and Maintenance $1,000 
Office Supplies and Expense $240 
Outside Services $3,000 

6 Staff notes sales taxes of $1 12, is included in revenues, Staff removed sales taxes from both revenues and expenses. 
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Water Testing 
Rents & TeleDhone 

$1,000 
$1.200 

Subtotal $7,640 
Additional cash flow $1.000 
Total Expenses 
Less Current Revenues 

$8,640 
($4.744) 

I Additional fund in^ I $3.896 1 

An interim surcharge amount of $16.23 per customer per month is recommended 
($3,896/240 bills). Staff recommends emergency interim rates that produce sufficient revenue to 
cover operating and maintenance expense and to manage contingencies. Staff does not recommend 
tiered rates as proposed by the Company. Tiered rates require water usage data by tiers. Instead, 
Staff calculated an interim increase in a fixed monthly amount. This allows the Company a 
predictable cash flow. 

Normal emergency rate case procedures require that the Company provide a bond sufficient 
to cover a refund of the interim rates approved in this case. If it is later determined that the 
emergency rate increase was not necessary or only partially necessary, the bond will facilitate the 
refunding of the interim rates to ratepayers. Staff does not believe the entire amount of the 
emergency rate increase needs be covered by a bond. Staff recommends that a bond or an 
Irrevocable Standby Letter of Credit be required in the amount of $10.00. 

Normal emergency rate case procedures require that the Company be ordered to file a full 
rate case application within a reasonable period after interim rates are awarded in the case. Staffs 
recommendation is that the Company be ordered to file a full rate case application no later than 24 
months after the effective date of the emergency interim rates, using the most recent test year. 

There are a number of unknowns with this Company, namely, the length of time for the 
CC&N Transfer decision, the effective date of the emergency interim rates, and the next mandated 
rate application. 

If the Company determines that debt with a term over twelve months is required, the 
Any financing application for this Company will be required to file a financing application. 

Company will require a full rate application along with the financing application. 

RATE DESIGN 

Rate design is critical to the Company’s ability to collect revenues to cover operational 
expenses. The design of rates normally would include a historical bill count, which calculates water 
usage at various tiers of water usage. Bill counts are not required in filing an interim emergency rate 
application. On pages 4 and 5 of the Company’s Emergency rate application proposed an inverted 
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three tiered commodity rates, however without bill counts showing the tiered amounts of water 
usage, there is no predictability to the revenue generated by the Company’s rate design. 

Staff recommends that the emergency rates be generated from an emergency interim 
surcharge until the Company is able to file for permanent rates. Staff recommends that all other 
present tariffs remain as currently tariff approved. 

STAFF RECOMMENDATIONS 

Staff recommends approval of an emergency interim rate surcharge of $16.23 per 
connection, per month. 

Staff further recommends that the rates approved in this case will be interim until permanent 
rates are established in the next rate case filing. 

Staff further recommends that no change to commodity charges, miscellaneous service 
charges, and service and meter installation charges be approved as shown on MJR-1. 

Staff recommends that proof of property taxes paid be submitted semi-annually until the 
obligation is paid in full. The Company is six years delinquent and Staff has included funding in 
emergency rates to pay these past due taxes. 

Staff further recommends that the Company be ordered to obtain a bond or an Irrevocable 
Standby Letter of Credit in the amount of $10.00. 

Staff further recommends that the Company be ordered to file a full rate case application no 
later than 24 months after the effective date of the interim emergency rates, using the most recent 
test yeax. 

Staff further recommends that the Company maintain records as required for a permanent 
Including details of water usage, copies of all invoices and other cost rate application. 

documentation supporting the rates requested. 



M E M O R A N D U M  

DATE: October 26,201 5 

TO: Mary Rimback 
Public Utilities Analyst 

Utilities Enginee 
FROM 

RE: Jakes Comer Water Company emergency rate increase application 
Docket No. W-20935A-15-0338 

Introduction 

On September 28,2015, Jakes Corner Water Company (“Company” or “Jakes Corner”) fled 
an application with the Arizona Corporation Commission (“ACC” or “Commission”) for approval 
of an emergency rate increase. 

The Company is providing service to approximately 20 customers in an area located near the 
community known as Jakes Corner, south of Payson in Gila County. 

Water System’ 

Opmation 

The Company’s water system includes one well with an estimated pump yield of 22-28 
gallons per minute (“GPM), one 30 gallon bladder tank, one 5,000 gallon pressure tank and a 
distribution system. There is no well production meter. 

Since there is no well production meter, the actual well production is unknown and the 
system’s capacity cannot be determined. Staff recommends that the Company install a master meter 
so water loss can be calculated. Staffs estimated cost for the purchase and installation of a new two 
inch master meter is $2,000. Based on the Company’s 2014 water use data, the Company reported 
the peak use month as August with 163,917 gallons sold. Using the water use data, Staff estimates 
that with one well, operating at previous reported level, the well capacity of 22 GPM could 
adequately serve the present customer base and a reasonable level of growth. However, the system 
lacks adequate storage capacity to serve the existing customer base. Based on the Company’s 2014 
water use data and the capacity analyses, a minimum of 5,000 gallons of storage is required on this 
system (with a single source) to meet seasonal peak demand. 

’ Per Company’s responses to Staffs Insufficiency letter in Docket N0.W-2093511-15-0260 
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Atizona Department of Environmental Quality (“ADEQ) Compliance 

According to an ADEQ compliance status report, dated July 22, 2015, the Company has 
unresolved ongoing arsenic exceedances, monitoring and reporting deficiencies. Based upon these 
deficiencies, ADEQ cannot determine if the Company system is currently delivering water that 
meets water quality standards required by 40 C.F.R. 14 (National Primary Drinking Water 
Regulations) and Arizona Administrative Code, Title 18, Chapter 4. 

Arizona Department of Water Resources (“ADWR”) Compliance 

The Company’s water system is not located in an ADWR Active Management Area. 
According to an ADWR compliance status report dated July 23, 2015, ADWR has determined that 
the Company’s water system is not in compliance with ADWR requirements, as the Company failed 
to hle its Annual reports and the System Water Plan. 

ACC Compliance 

On August 26, 2015, the Utilities Division Compliance Section noted that a check of the 
compliance database indicates that there are currently no delinquent compliance items for the 
Company. 

Curtailment Tariff 

The Company has an approved Curtailment Tanff. 

Backflow Prevention Tariff 

The Company does not have an approved Backflow Prevention Tariff. 

Recommendations 

1. Staff recommends that the Company file with Docket Control within 90 days of the 
effective date of an order in this proceeding, as a compliance item in this docket, 
documentation demonstrating that a master meter has been installed at the wellhead. 
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