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TO ALL P ARTIES  :

Enclosed please  find the  recommendation of Adminis tra tive  Law Judge  Scott He  s la . The
recommendation has been filed in the  form of an Order on:

MONTEZUMA RIMROCK WATER COMP ANY, LLC

Pursuant to A.A.C. R14-3-1 l0(B), you may file  exceptions  to the  recommenda tion of the
Adminis tra tive  Law Judge  by filing an origina l and thirteen (13) copies  of the  exceptions  with the
Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

OCTOBER 17, 2016

The  e nclos e d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion  of the
Administra tive  Law Judge to the  Commissioners . Considera tion of this  matter has te nta tive lybeen
scheduled for the  Commission's  Open Meeting to be  he ld on:

OCTOBER 27, 2016 AND OCTOBER 28, 2016

For more  informa tion, you may contact Docke t Control a t (602) 542-3477 or the  Hea ring
Divis ion a t (602) 542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the  Exe cutive
Director's  Office  a t (602) 542-3931 .
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On this  6th da y of Octobe r, 2016, the  following docume nt wa s  file d wide  Docke t Control a s  a
Re comme nde d Orde r from the  He a ring Divis ion, a nd copie s  of the  docume nt we re  ma ile d on
beha lf of the  Hea ring Divis ion to the  following who have  not consented to ema il se rvice . On this
date  or as  soon as possible  thereafter, the  Commission's  eDocket program will automatica lly email
a  link to the  filed document to the  fo110Mng who have  consented to email se rvice .

Todd C. Wile y
FENNEMORE CRAIG
2394 E. Camelback Road, Suite  600
Phoenix, AZ 85016-3429
Attorne y for Monte zuma  Rimrock Wa te r Compa ny, LLC

Pa tricia  Olsen
Monte zuma  Rimrock Wa te r Compa ny, LLC
3031 East Beaver Creek Road
P .O. Box 10
Rimrock, AZ 86335

John E. Doughe rty, III
P .O. Box 501
Rimrock, AZ 86335

John Hestand
Office  of the  Attorney Gene ra l
1275 West Washington Street
Phoenix, AZ 85007

Janice  Alward, Chie f Counse l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 W. Washington St.
P hoe nix, AZ 85007
JAlward@ccaz. Qov
Consented to Service by Email

Thomas  Brode rick, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007
TBrode rick@azcc.gov
Cons ented to  Service  by Email

By: J'_ _ _
Debbi Pe rson
Assistant to Scott He sla



IN THE MATTER OF THE APPLICATION OF
MONTEZUMA RIMROCK WATER COMPANY,
LLC FOR APPROVAL OF FINANCING TO
PURCHASE THE WELL NO. 4 SITE AND THE
COMPANY VEHICLE.

IN THE MATTER OF THE APPLICATION OF
MONTEZUMA RIMROCK WATER COMPANY,
LLC FOR APPROVAL OF FINANCING FOR AN
8,000-GALLON HYDRO-PNEUMATIC TANK.

IN THE MATTER OF THE RATE APPLICATION
OF MONTEZUMA RIMROCK WATER
COMPANY, LLC.

JOHN E. DOUGHERTY,

COMPLAINANT,

v.

MONTEZUMA RIMROCK WATER
COMPANY, LLC,

RESPONDENT.

IN THE MATTER OF THE APPLICATION OF
MONTEZUMA RIMROCK WATER
COMPANY, LLC FOR APPROVAL OF A RATE
INCREASE.

IN THE MATTER OF THE APPLICATION OF
MONTEZUMA RIMROCK WATER
COMPANY, LLC FOR APPROVAL OF A
FINANCING APPLICATION.
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Open Meeting
October 27 and 28, 2016
Phoenix, Arizona

BY THE COMMISSION:

1

2

3

4 * * * * * * * * * *

5 Having considered the entire record herein and being fully advised in the premises, the

6 Commission finds, concludes, and orders that:

7

8

9 1. Montezuma Rimrock Water Company, LLC ("Montezuma" or "Company") is an

10 Arizona public service corporation, wholly owned by Patricia Olsen, and is a Class E water utility

ll providing service to approximately 223 customers in a community located approximately ten miles

12 northeast of Camp Verde, Yavapai County, Arizona.

13 2. On May 30, 2014, the Arizona Corporation Commission ("Commission") issued

14 Decision No. 74504 granting, among other things, Montezuma's requests for approval to finance the

15 purchase and installation of: (1) one 8,000 gallon hydro-pneumatic pressure tank ("Pressure Tank")

16 pursuant to a loan agreement with Ms. Olsen's son, Sergei Arias, at a total cost of $18,541 , which will

17 be ftmded by an associated surcharge mechanism, and (2) four 20,000 gallon storage tanks ("Storage

18 Tanks") pursuant to a loan agreement with the Water Infrastructure Finance Authority of Arizona

19 ("WIFA"), at a total cost of $l08,000, which will be ftmded by an associated surcharge mechanism.

20 Prior to collecting the surcharge associated with the Pressure Tank, Decision No. 74504 required the

21 Company to complete the installation of the tank and tile a copy of the Approval of Construction

22 ("AOC") issued by the Arizona Department of Environmental Quality ("ADEQ").

23 3. Decision No. 74504 also resolved a formal complaint against the Company filed by Mr.

24 John Dougherty, an intervenor in this consolidated proceeding. The Commission found that "[t]he

25 facts of this case indicate that the Company and its owner knowingly filed what appear[ed] to be

26 misleading information and documents with the Commission, apparently in an effort to avoid

27

28

FINDINGS OF FACT

I. Procedural Historv and Background

2 DECISION no.



DOCKET no. W-04245A-12-204 ET AL.

1

2
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4

In its request to modify Me financing approval for the Pressure Tank, the Company

7 states Mat it cannot begin installing the tank because it does not have enough money to engage an

8 engineer and apply for the AOC and Approval to Construct ("ATC") from ADEQ. As a result, the

9 Company requests that Decision No. 74504 be modified to allow the Company to begin collecting the

10 surcharge in order to provide the Company with the funds necessary to begin the process of installing

ll the Pressure Tank.

12 6.

5

6

Commission jurisdiction."1 The Commission therefore referred the matter to the Attorney General's

Office for possible further action under Arizona 1aw.2

4. On March 22, 2016, Montezuma contemporaneously filed two requests to modify the

financing approvals for the Pressure Tank and Storage Tanks pursuant to Arizona Revised Statutes

("A.R.S.") §40-252.

5.

In its request to modify the financing approval for the Storage Tanks, the Company

13 indicates that WIFA will not process the Company's loan application while there is an investigation

14 pending by the Attorney General's Office. According to the Company, the Rural Community

15 Assistance Corporation ("RCAC") has offered to enter into a loan agreement with Montezuma to

16 provide the fluids necessary to purchase and install the Storage Tanks. The Company therefore requests

17 that Decision No. 74504 be modified to allow the Company to obtain a loan from RCAC rather than

18 WIFA.

19 7. On June 14, 2016, the Commission considered the Company's requests, with notice and

20 opportunity to be heard, and voted to reopen Decision No. 74504 pursuant to A.R.S. § 40-252. The

21 Commission directed the Commission's Utilities Division ("Staff") to review the Company's requests

22 and tile a Staff Report and Recommended Order for the Commission's consideration at an Open

23 Meeting. The Commission further directed Staff to contact the Attorney General's Office to determine

24 the status of the pending investigation against the Company.

25 8. On June 17, 2016, Mr. Dougherty tiled a response opposing the Company's requests to

26 modify Decision No. 74504. In his response, Mr. Dougherty expresses concern that the Company's

27

28

1 Decis ion No. 74504 a t 155.
2 To da te, the Commiss ion has  not received a  response from the Attorney Genera l's  Office rega rding its  review of this
matter.

3 DECISION no.
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3
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6

8

9

loa n a gre e me nt with RCAC will like ly cos t more  tha n a  loa n a gre e me nt with WIFA.3 Mr. Doughe rty

furthe r expresses  doubt and disagreement tha t the  Company lacks  the  funds  necessa ry to ins ta ll the

Pressure  tank without the  surcharge .

On July 26, 2016, Staff filed its  S taff Report recommending approval of the  Company's

5 requests , subj e t to ce rta in te rms and conditions .

10. Also on July 26, 2016, S ta ff file d a  copy of a  le tte r is sue d to the  Attorne y Ge ne ra l's

7 Office  requesting tha t the  Commission be  advised as to the  s ta tus of the  pending investiga tion.

11. On September l, 2016, the  Company filed a  Consent to Email Service .4

No party filed comments  in response  to the  S ta ff Report.12.

10 11.

11 A.

S ta ff Re p o rt

P re s s u re  Ta n k

12 13.

13

14

15

16

17

18

19

De cis ion No. 74504 re quire d the  Compa ny to comple te  the  ins ta lla tion of the  P re s s ure

Ta nk a nd file  a  copy of the  AOC from ADEQ prior to colle cting a ny s urcha rge  to re cove r the  cos ts  of

tha t proje ct. Give n the  Compa ny's  re pre s e nta tion tha t it doe s  not ha ve  the  ne ce s s a ry funds  a va ila ble

to s ta rt the  proje c t,  S ta ff be lie ve s  it is  re a s ona ble  to  pe rm it Monte zum a  to be gin colle c ting a  dire c t

s urcha rge  for the  purcha s e  a nd ins ta lla tion of the  P re s s ure  Ta nk. S ta ff re com m e nds  tha t the  dire c t

surcha rge  a s socia te d with the  P re s sure  Ta nk be  a uthorize d to be gin with the  ne xt re gula rly s che dule d

billing a fte r the  e ffe ctive  da te  of the  Com m is s ion's  De cis ion in this  m a tte r, a nd a utom a tica lly e xpire

a fte r the  surcha rge  is  colle cte d for twe lve  (12) conse cutive  months .

S ta ff e s tim a te s  tha t the  Com pa ny will incur the  fo llowing  cos ts  a s s oc ia te d  with  the

2 1 ins ta lla tion of the  P re s sure  Ta nk:

20 14.

22

23
Cos t of P re s sure  Ta nk:
Cos t of Ins ta lla tion:
Engine e ring Cos ts :524

$15,000
3,541
6,000

Total: $24,541
25

26

27

28

3 Mr. Dougherty asserts that if the Company is allowed to seek financing with RCAC, all costs greater than financing from
WIFA should be borne by Ms. Olsen, personally.
4 The Commission's Hearing Division was unable to verify the email address provided by the Company in its filing. As a
result, the Commission is unable to grant the Company's request to consent to email service.
5 Staffs estimated engineering costs include the cost of obtaining the AOC from ADEQ.

9.
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15. Ba s e d on S ta ffs  e s tim a te d cos ts , the  dire ct s urcha rge  for the  5/8 x 3/4-inch m e te r

re s identia l cus tomer will be  $8.78 pe r month. According to S ta ff the  direct s urcha rge  will increas e  the

typ ica l m onthly b ill for re s ide ntia l cus tom e rs  with m e dia n us a ge  of 4,112 ga llons  from  $40.43 to

$49.21, or a  21 .7 percent increase , for twelve  (12) consecutive  months .

5 16. To ensure  proper accounting, S taff recommends  that the  Company be  ordered to depos it

6 the  direct surcharge  funds  into a  s epara te  inte res t-bearing account, and tha t the  only withdrawals  from

7 tha t a ccount be  for the  purpos e  of funding the  purcha s e  a nd ins ta lla tion of the  P re s s ure  Ta nk. S ta ff

8 re comme nds  tha t the  Compa ny be  orde re d to tile  with Docke t Control a  full a ccounting of the  funds

9 rece ived and dis burs ed from tha t account once  the  project is  comple ted. If the  Company has  collected

10 more funds  through the  direct surcharge than were  necessary to complete  the  project, Staff recommends

11 tha t the  Compa ny be  orde re d to cre dit the  a mount of the  ove ra ge  to cus tome rs  in its  ne xt monthly

12 billing, with each cus tomer rece iving an equa l portion of the  ove rage  amount, and tha t the  Company

13 file  notice  with Docke t Control s howing tha t s uch credits  have  been made .

14

15 17. De cis ion No. 74504 a uthorize d the  Com pa ny to fina nce  a  loa n in a n a m ount not to

16 exceed $108,000 from WIFA, the  proceeds  of which will be  us ed to fund the  purchas e  and ins ta lla tion

17 of the  S torage  Tanks . WIFA has  informed the  Company tha t it is  not currently willing to fund the  loan

18 until the  pe nding  inve s tiga tion by the  Attorne y Ge ne ra l's  Office  is  re s olve d. According  to  the

19 Company, RCAC has  offe red to fund the  loan, notwiths tanding the  pending inves tiga tion.

20 18. S ta ff reviewed the  proposed loan with RCAC and notes  tha t the  te rms  a re  diffe rent than

21 origina lly propos e d by WIFA. According to S ta ff, the  WIFA loa n provide d for a  20-ye a r a mortizing

22 loan a t a  subs idized inte res t ra te  of approximate ly 4.4 percent. The  proposed loan with RCAC provides

B. Storage Tanks

23

24

25

26

27

28

for a  10-year amortizing loan a t a  maximum inte res t ra te  of 8.0 percent. S ta ff notes  tha t while  there  is

a  la rge  diffe rence  in the  inte rest ra tes , the  tota l cost of the  RCAC loan will be  lower due  to tHe  shorte r

te rm of the  loan. Based on Sta ffs  financia l ana lysis , the  tota l cost of the  WIFA loan is  es timated to be

$162,513 ($l08,000 in principa l, and $54,513 in inte re s t), and the  tota l cos t of the  proposed RCAC

6 Staff states that it relied on the median water usage information provided in the Company's last rate case (test year 2011).

5 DECIS ION NO.
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1

2

3

4

Combine d  Bill Impa c t

loa n is  e s tima te d to be  $157,241 ($108,000 in principa l, a nd $49,241 in inte re s t).7 Unde r the

circums ta nce s , S ta ff re comme nds  a pprova l of the  propose d RCAC loa n to re pla ce  the  pre vious ly

approved loan from WIFA. Sta ff further recommends approva l of a  RCAC loan surcharge  mechanism

tha t sha ll automatica lly expire  a fte r ten (10) years .

5 19. S ta ff e s tima te s  tha t the  RCAC loan surcha rge  for the  5/8 x 3/4-inch me te r re s identia l

6 cus tomer may be  $5.62 pe r month. According to S ta ff, the  e s tima ted surcha rge  would increa se  the

7 typica l monthly bill for re s ide ntia l cus tome rs  with me dia n us a ge  from $40.43 to $46.05, or a  13.9

8 pe rcent increase , for a  pe riod of ten (10) yea rs .

9 20. To ensure proper accounting, Staff recommends that the Company be ordered to deposit

10 the  RCAC loan surcharge  funds into a  separa te  inte rest-bearing account, and tha t the  only withdrawals

11 from tha t a ccount be  for the  purpose  of pa ying the  de bt se rvice  obliga tion on the  loa n with RCAC.

12 S ta ff re comme nds  tha t the  Compa ny be  orde re d to tile  with Docke t Control a  full a ccounting of the

13 funds  re ce ive d a nd disburse d from tha t a ccount once  the  proje ct is  comple te d. If the  Compa ny ha s

14 colle cte d more  funds  through the  s urcha rge  tha n we re  ne ce s s a ry to comple te  the  proje ct, S ta ff

15 recommends that the  Company be  ordered to credit the  amount of the  overage to customers in its  next

16 monthly billing, with e a ch cus tome r re ce iving a n e qua l portion of the  ove ra ge  a mount, a nd tha t the

17 Company file  notice  with Docket Control showing tha t such credits  have  been made .

18 c .

19 21. Staff notes  tha t the  direct surcharge  and RCAC loan surcharge  will only be  concurrent,

20 if a t a ll, for a  period of less  than a  year. In the  event tha t both surcharges a re  in e ffect a t the  same time,

21 the  typica l monthly bill for the  5/8 x 3/4-inch me te r re s ide ntia l cus tome r with me dia n us a ge  ma y

22 increase  from $40.40 to $54.83, or a  35.6 percent increase , during tha t period.

23

24 22. Staff notes  tha t ra tepayers  a re  be ing asked to directly d both the  Pressure  Tank and

25 Storage  Tanks  through loan surcha rges . According to S ta ff, it is  important to ensure  tha t ra tepaye rs

26 a re  not subsequently required to fund these  inves tments  a  second time  by including the  cos t of those

27

28 7 Staff notes that these estimates are based on the most recently available information.

D. Contributions In Aid of Construction ("CIAC")

6 DECIS ION NO.
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1

2

3

4

III. S ta ffs  Recommenda tions

investments in rate  base in a  future rate  case. Staff therefore recommends that the Company be ordered

to recognize  the  ra tepaye r supplied ding a s s ocia te d with the  principa l pa yme nt portions  of the

surcharges as non-investor supplied CIAC in future  ra te  cases so that deprecia tion expense and ra te  of

return associated with the  assets being paid for by ra tepayers through these surcharges are  not passed

5 through to ra tepayers  a  second time .

6

7 23. Staff recommends:

8 The removal of ordering paragraphs in Decision No. 74504, beginning a t line  23

9 of page 162 through line  22 of page 164;

10 Approval of an additional $6,000 in engineering and other costs for the  purchase

l l and ins ta lla tion of an 8,000 ga llon hydro-pneumatic pre ssure  tank. Along with

12 what was approved in Decision No. 74504, this  brings the  tota l approved cost to

$24,541 ;

Authoriza tion to be gin imple me nta tion of a  dire ct s urcha rge  to cove r the

approximate  $24,541 cost for the  8,000 ga llon hydro-pneumatic pressure  tank,

13

1 4

15

1 6

1 7

1 8

1 9

2 0

2 1

2 2

23

2 4

2 5

2 6

2 7

2 8

with the next regularly scheduled billing after the effective date of this Decision.

This  d ire ct s urcha rge  s ha ll run  for twe lve  cons e cutive  months  a nd the n

a utoma tica lly e xpire . The  spe cific ra te s  a re  re fle cte d on Sche dule  DWC-1 of

the  S ta ff Re port a nd indica te  tha t 5/8-inch me te r cus tome r ra te  a s  $8.78 pe r

month and the  3/4-inch meter customer ra te  as $13.17 per month,

That Montezuma be  ordered to establish a  separa te  interest-bearing account to

deposit the  direct surcharge  funds into and that the  only withdrawals a llowed be

in payment of the  specific cost items approved for the  hydro-pneumatic tank,

That Montezuma, if it has  collected more  funds than necessary to comple te  the

hydro-pneuma tic s torage  tank project, be  orde red to credit the  amount of the

ove ra ge  in its  ne xt monthly billing, with e a ch cus tome r re ce iving a n e qua l

portion of the  ove ra ge  a mount, a nd the  Compa ny sha ll file  a  notice  with the

Commission showing that such credits  have been made,

7 DECIS ION NO.
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2

3

4

2.

5

6

7

8

9

10 3.

4.

6.

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

7.

Tha t with rega rd to Montezuma 's  reques t for approva l of financing in the  form

of a  loan agreement with RCAC, tha t:

1. Monte zuma  is  a uthorize d to  incur a  10-ye a r a mortizing loa n in  a n

a mount not to e xce e d $108,000 purs ua nt to a  loa n a gre e me nt with

RCAC, a t an inte res t ra te  not to exceed 8.0 pe rcent pe r annum, for the

purpose  of purchasing and insta lling four 20,000 ga llon s torage  tanks,

Monte zuma  sha ll, within 30 da ys  a fte r e xe cuting the  RCAC loa n, file

with the  Commis s ion's  Docke t Control, a s  a  complia nce  ite m in this

docket, a  true  and complete  copy of a ll RCAC loan documents executed,

Mon te zuma  s ha ll,  with in  30  da ys  a fte r e xe cu ting  a ny fina nc ing

tra ns a ction  a uthorize d  he re in , file  with  the  Commis s ion 's  Docke t

Control, as  a  compliance  item in this  docket, a  notice  confirming tha t the

execution has  occurred and a  certifica tion by an authorized Montezuma

re pre s e nta tive  tha t the  te rms  of the  fina ncing fully comply with the

authoriza tions  granted,

Any unused authoriza tion to incur debt authorized here in sha ll expire  on

December 3 l, 2016;

Monte zuma  is  a uthorize d, subje ct to the  re quire me nt for a  surcha rge

imple me nta tion a pplica tion to be  file d a nd a  s urcha rge  a mount a nd

e ffective  da te  to be  approved by the  Commiss ion, to cha rge  an RCAC

loan surcharge  to meet its  RCAC loan debt se rvice  and associa ted loan

obliga tion;

Afte r having filed in this  docke t a  true  and comple te  copy of a ll RCAC

loa n docume nts  e xe cute d, Monte zuma  s ha ll file  in  th is  docke t a n

applica tion reques ting pe rmiss ion to implement the  a ssocia ted RCAC

loan surcharge ,

S ta ff s ha ll,  with in  30  da ys  a fte r Monte zuma  file s  a n  a pp lica tion

re que s ting  pe rmis s ion to  imple me nt the  s urcha rge , ca lcula te  the

5.

8 DECIS ION NO.
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3

4

5

6

7

8

9

1 0

1 1

1 2

13

10.

12.

13

a ppropria te  RCAC loa n surcha rge , ba se d on the  a ctua l loa n de bt se rvice

(inte re s t a nd principa l) pa yme nts  a nd us ing the  curre nt cus tome r count

a t the  tim e  o f loa n  c los ing ,  to  p rov ide  the  c a s h  flow a dop te d  in  th is

proce e ding, a nd pre pa re  a nd file  a  re comme nde d orde r to Commis s ion

cons ide ra tion,

Monte zum a  is  a uthorize d, in conne ction with the  RCAC loa n a pprove d

40-285 a nd Arizona  Adm inis tra tive  Code  ("A.A.C.") R18-15-104,

Montezuma  is  authorized to engage  in any transaction and to execute  any

docum e nts  ne ce s s a ry to e ffe c tua te  the  a uthoriza tions  a s  to  the  RCAC

loa n a pprove d he re in,

Tha t such fina ncing a uthority is  e xpre s s ly continge nt upon Monte zuma 's

use  of the  proce e ds  from the  RCAC loa n sole ly for the  purpose s  se t forth

in its  April 12, 2013, a pplica tion in this  ma tte r

Monte zum a  s ha ll s e gre ga te  a ll funds  co lle c te d  unde r the  RCAC loa n

surcha rge  in a  sepa ra te  inte re s t-bea ring account and may use  those  funds

only for the  propose  of ma king the  de bt s e rvice  pa yme nts  for the  a ctua l

RCAC loa n de bt s e rvice  (principa l a nd inte re s t)

The  RCAC loa n s urcha rge  will e xpire  a utoma tica lly upon the  e nd of the

te rm for the  RCAC loa n, unle ss  the  RCAC loa n surcha rge  is  firs t re duce d

or othe rwis e  modifie d by Commis s ion Orde r, a nd

If, whe n the  RCAC loa n surcha rge  e nds , Monte zuma  ha s  colle cte d more

funds  through the  RCAC loa n s urcha rge  tha n we re  ne e de d to ma ke  the

RCAC loa n de bt s e rvice  pa yme nts , Monte zuma  s ha ll cre dit the  a mount

of the  ove ra ge  in its  ne xt monthly billing, with e a ch cus tome r re ce iving

a n  e qua l portion  of the  ove ra ge  a m ount,  a nd  Monte zum a  s ha ll file  a

notice  with the  Commiss ion showing tha t such cre dits  ha ve  be e n ma de

Th a t Mo n te z u m a  b e  o rd e re d  to  re c o g n iz e  th e  ra te p a ye r s u p p lie d  fu n d in g

8.

9.
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1

2

3

4

a s s ocia te d with the  principa l pa yme nt portion of the s e  s urcha rge s  a s  non-

inve s tor supplie d Contributions  in Aid of Cons truction in iilture  ra te  ca se s  so

that depreciation expense and rate of return associated Mth the assets being paid

for by ratepayers through these surcharges are  not passed through to ratepayers

a  second time, and

Tha t Monte zuma  file , a s  a  complia nce  ite m in this  docke t, the  AOC upon

issuance  from ADEQ.

5

6

7

8

9 24. The Company represents  tha t it currently does not have  the  funding necessary to begin

10 the  proce s s  of ins ta lling the  P re s sure  Ta nk. Unde r the  circums ta nce s , we  a gre e  with S ta ff tha t the

11 Compa ny s hould be  a llowe d to be gin colle cting the  dire ct s urcha rge  in orde r to ra is e  the  funds

12 necessary to commence  and comple te  the  insta lla tion of the  Pressure  Tank.

13 25. Give n tha t the  tota l cos t to cus tome rs  will be  lowe r unde r the  te rms  of the  loa n with

14 RCAC than with WIFA, we  find tha t it is  rea sonable , cons is tent with sound financia l practice s , and in

15 the  public inte re s t to grant Montezuma  the  authority to incur a  10-yea r amortizing loan in an amount

16 not to exceed $108,000 pursuant to a  loan agreement with RCAC, a t an inte rest ra te  not to exceed 8.0

17 pe rcent pe r annum, for the  purpose  of purchas ing and ins ta lling four 20,000 ga llon s torage  tanks , a s

18 discussed herein

19 26. We  find tha t S ta ff's  re comme nda tions , a s  s e t forth in Findings  of Fa ct No. 23, a re

20 reasonable , appropria te , in the  public inte res t, and should therefore  be  adopted

27. In addition to S ta ff's  recommendations , we  find tha t it is  reasonable  and appropria te  to

22 direct Montezuma to provide  the  following notice  to its  customers, as  a  compliance  item in this  docket

23 in a  form acceptable  to Staff, by means of an insert in its  next regular scheduled billing: (1) information

24 expla ining the  direct surcharge , including the  monthly surcharge  amounts based on meter s ize  and the

25 e ffe ctive  da te , a nd (2) informa tion e xpla ining the  RCAC loa n s urcha rge , including the  e s tima te d

26 surcharge amounts based on meter size and the estimated effective date. The Company shall file  copies

27 of the  notice  provided to cus tomers  wide  Docke t Control within ten (10) days  of the  da te  notice  is  sent

28 to cus tome rs

IV. Conclus ion

DECIS ION NO

r
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1 CO NCLUS IO NS  O F LAW

2 Monte zuma  Rimrock Wa te r Compa ny, LLC is  a  public se rvice  corpora tion within the

3 meaning of Article  XV of the  Arizona  Constitution and Title  40 of the  Arizona  Revised S ta tute s .

4 2. The  Commiss ion has  jurisdiction over Montezuma Rimrock Wate r Company, LLC and

5 ove r the  subject ma tte r of the  Company's  reques ts  to modify Decis ion No. 74504, and to make  the

3.

8 pre s cribe d by la w.

9 4. The authorizations granted herein are  for lawful purposes which are  within the  corporate

10 Powe rs  of the  Compa ny, a re  compa tible  with the  public inte re s t, with sound fina ncia l pra ctice s , a nd

l l with the  proper pe rformance  by the  Company of se rvice  a s  a  public se rvice  corpora tion, and will not

12 impa ir the  Company's  ability to pe rform tha t se rvice .

13 5. The financing approved here in is  for the  purposes s ta ted in the  financing applica tion, is

14 reasonably necessary for those  purposes, and is  not reasonably chargeable  to operating expenses or to

6

7 Notice  of this proceeding and an opportunity to be  heard have been given in the  manner

20 The Commission, having reviewed the  Staff Report, finds and concludes tha t it is  in the

21 public inte res t to modify Decis ion No. 74504,as  discussed he re in.

15 income .

16 6. Approva l of the  propos e d fina ncing s hould not gua ra nte e  or imply a ny s pe cific

17 trea tment of any capita l additions  for ra te rnaking or ra te  base  purposes .

18 7. S ta ffs  re comme nda tions , a s  s e t forth in  Findings  of Fa ct No. 23, a s  we ll a s  the

19 additiona l requirement se t forth in Findings of Fact No. 27, a re  reasonable  and should be  adopted.

8.

22

23

24 hereby modified in accordance  with the  te rms and conditions  se t forth in Findings  of Fact Nos . 23 and

ORDER

25 27, and as discussed herein.

26 IT IS  FURTHER ORDERED tha t the  ordering paragraphs in Decis ion No. 74504, beginning a t

27 Line  23 of Page  162, through Line  22 of Page  164, a re  hereby modified in accordance  with the  findings

28  he re in .

1.

11 DECIS ION NO.
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1 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC is  he re by

2 a uthorize d to imple me nt a  dire ct s urcha rge  me cha nis m, with its  ne xt re gula rly s che dule d billing

3 following the  e ffective  da te  of this  Decis ion, according to the  ra tes  se t forth in Schedule  DWC-1 of the

4 Sta ff Report submitted in this  ma tte r.

5 IT IS  FURTHER ORDERED tha t Monte zuma  Rirnrock Wa te r Compa ny, LLC s ha ll ope n a

6 separa te  inte res t~bearing account in which a ll direct surcharge  monies  collected from cus tomers  will

7 be  depos ited. Montezuma  Rimrock Wate r Company, LLC sha ll only disburse  funds  from this  account

8 for pa yme nt of the  purcha se  a nd ins ta lla tion of the  8,000 ga llon hydro-pne uma tic pre s sure  ta nk, a s

9 dis cus s e d he re in.

10 IT IS  FURTHER ORDERED tha t the  dire ct s urcha rge  s ha ll a utoma tica lly e xpire , without

l l furthe r orde r of the  Commis s ion, a fte r Monte zuma  Rimrock Wa te r Compa ny, LLC colle cts  the

12 surcharge  for twelve  (12) consecutive  months .

13 IT IS  FURTHER ORDERED tha t if, whe n the  dire ct surcha rge  e xpire s , Monte zuma  Rimrock

14 Wa te r Compa ny, LLC ha s  colle cte d more  funds  through the  loa n s urcha rge  tha n we re  ne e de d to

15 purcha s e  a nd ins ta ll the  8,000 ga llon hydro-pne uma tic pre s s ure  ta nk, Monte zuma  Rimrock Wa te r

16 Compa ny, LLC sha ll cre dit the  a mount of the  ove ra ge  in its  ne xt monthly billing, with e a ch cus tome r

17 re ce iving a n e qua l portion of the  ove ra ge  a mount, a nd the  Compa ny file  notice  showing tha t such

18 credits have been made.

19 IT IS  FURTHER ORDERED tha t Montezuma  Rimrock Wate r Company, LLC is  authorized to

20 incur long-te rm de bt fina ncing pursua nt to a  loa n a gre e me nt with the  Rura l Community Ass is ta nce

21 Corpora tion, in the  form of a  10-ye a r a mortizing loa n, in a n a mount not to e xce e d $108,000, a t a n

22 interest ra te  not to exceed 8.0 percent per annum, for the  purpose  of purchasing and insta lling the  four

23 20,000 gallon storage tanks, as discussed herein.

24 IT IS  FURTHER ORDERED tha t s uch a uthority is  e xpre s s ly continge nt upon Monte zuma

25 Rimrock Wate r Company, LLC's  use  of the  loan proceeds  for the  purposes  se t forth in the  financing

26 a pplica tion da te d April 12, 2013.

27 IT IS  FURTHER ORDERED tha t a ny unuse d de bt a uthoriza tion gra nte d in this  proce e ding

28 shall te rmina te  on December 31, 2016.

1 2 DECISION no.
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1

2

IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC is  he re by

authorized to pledge, mortgage, lien, and/or otherwise encumber its  assets and revenues in the State  of

3

4 Rura l Community Ass is tance  Corpora tion, a s  authorized he re in.

5 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC is  he re by

6 a uthorize d to e nga ge  in a ny tra nsa ction a nd to e xe cute  a ny docume nts  ne ce ssa ry to e ffe ctua te  the

7 a uthoriza tions  in conne ction with the  loa n with the  Rura l Community As s is ta nce  Corpora tion, a s

8 granted here in.

9 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC s ha ll file  with

10 Docke t Control, a s  a  compliance  item in dies  docke t, within thirty (30) days  of the  execution of the  loan

11 with Rura l Community As s is ta nce  Corpora tion, a  true  a nd comple te  copy of a ll e xe cute d loa n

12 docume nts .

13 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC sha ll file  with

14 Docke t Control, a s  a  complia nce  ite m in this  docke t, within thirty (30) da ys  of the  e xe cution of a ny

15 financing transaction authorized he re in, a  notice  confirming tha t such execution has  occurred and a

16 ce rtifica tion by an authorized Company representa tive  tha t the  te rms of the  financing fully comply with

17 the  a uthoriza tions  gra nte d he re in.

18 IT IS  FURTHER ORDERED tha t, upon filing notice  confirming the  loan's  execution, and filing

19 a  true  and comple te  copy of a ll executed loan documents , Montezuma Rimrock Wate r Company, LLC

20 ma y file  with Docke t Control, in this  docke t, a n a pplica tion re que s ting imple me nta tion of the  loa n

21 surcharge, as discussed herein, to meet its debt service obligation on the loan with the Rural Community

22 As s is ta nce  Corpora tion.

23 IT IS  FURTHER ORDERED tha t the  Commiss ion's  Utilitie s  Divis ion S ta ff sha ll ca lcula te  the

24 a ppropria te  loa n s urcha rge  a mount a nd pre pa re  a nd file  a  re comme nde d orde r for Commis s ion

25 cons ide ra tion, within thirty (30) da ys  of the  filing of Monte zuma  Rimrock Wa te r Compa ny, LLC's

26 applica tion reques ting implementa tion of the  loan surcha rge .

27 IT IS  FURTHER ORDERED tha t upon approva l of the  loan surcha rge , Montezuma  Rimrock

28 Water Company, LLC shall open a separate  interest-bearing account in which all loan surcharge monies

1 3 DECIS ION NO.
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1 colle cte d from cus tome rs  will be  de pos ite d. Monte zuma  Rimrock Wa te r Compa ny, LLC sha ll only

2  d is burs e  funds  from th is  a ccount for de b t s e rvice  pa yme nts  to  Rura l Community As s is ta nce

3 Corporation, as discussed here in.

4 IT IS  FURTHER ORDERED tha t the  loa n surcha rge  sha ll e xpire  a utoma tica lly upon the  e nd

5 of the  te rm of the  loan with the  Rura l Community Assis tance  Corpora tion, or as  otherwise  ordered by

6 the  Commis s ion.

7 IT IS  FURTHER ORDERED tha t if, whe n the  loa n surcha rge  e xpire s , Monte zuma  Rimrock

8 Water Company, LLC has collected more funds through the  loan surcharge than were  needed to make

9 the  debt se rvice  payments , Montezuma  Rimrock Wate r Company, LLC sha ll credit the  amount of the

10 ove ra ge  in its  ne xt monthly billing, with e a ch cus tome r re ce iving a n e qua l portion of the  ove ra ge

l l amount, and the  Company file  notice  showing that such credits  have been made.

12 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC s ha ll provide

13 the  following notice  to its  customers, as  a  compliance  item in this  docket, in a  form acceptable  to Staff,

14 by me a ns  of a n inse rt in its  ne xt re gula r s che dule d billing: (1) informa tion ge ne ra lly e xpla ining the

15 direct surcharge , including the  monthly surcharge  amounts based on meter s ize  and the  effective  date ,

16 a nd (2) informa tion ge ne ra lly e xpla ining the  s urcha rge  a s s ocia te d with the  loa n from the  Rura l

17 Community Associa tion Corpora tion, including the  estimated surcharge  amounts  based on meter s ize

18 and the  e s tima ted e ffective  da te .

19 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC s ha ll file  with

20 Docke t Control, a s  a  compliance  item in this  docke t, within ten (10) days  a fte r the  da te  notice  is  sent

21 to its  customers, a  copy of the  notice  provided to customers.

22 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC re cognize  the

23 ra tepaye r supplied funding a ssocia ted with the  principa l payment portion of the  surcha rges  a s  non-

24 inves tor supplied Contributions  in Aid of Cons truction in a ll future  ra te  ca se s .

25

26

27

28

1 4 DECISION no.



COMMISSIONER STUMPCHAIRMAN LITTLE

COMMIS S IONER TOBIN COMMIS S IONER BURNSCOMMIS S IONER FORES E

IN WITNE S S  WI-IE RE O F,  1 ,  J o n i A.  J E RICH,  E xe c u tive
Director of the  Arizona  Corpora tion Commis s ion, have  he reunto
set my hand and caused the  officia l seal of the  Commiss ion to be
a ffixe d a t the Ca pitol, in the City o f P h o e n ix, this

da y of 2016.

J ODI A. J ERICH
EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT

15 DE C IS IO N n o .
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a

1 IT IS  FURTHER ORDERED tha t Monte zuma  Rimrock Wa te r Compa ny, LLC s ha ll file  with

2 Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of the  Approva l of Cons truction upon

3 is s uance  from the  Arizona  Department of Environmenta l Qua lity.

4 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe ctive  imme dia te ly.

5 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.

6

7

8

9

10

11

12

13
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