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TO ALL P ARTIES  : l. .a

Enclosed please find the recommendation of Chief Administrative Lav5 3udge Dwight D.
Nodes. The recommendation has been tiled in the form of an Opinion and Order on:

RANCHEROS BONITOS WATER co., LLC
(EMERGENCY RATES)

Pursuant to A.A.C. R14-3-110(B), you may file  exceptions  to the  recommenda tion of the
Adminis tra tive  Law Judge  by filing an origina l and thirteen ( IN) 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 24, 2016
The Company has waived the 10 days for the filing of Exceptions.

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 tentativeiw been
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  Hearing
Divis ion a t (602) 542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the  Exe cutive
Dire ctor's  Office  a t (602) 542-3931.

MDI AJERIC
XECU IRECTOR

1200 WEST WASHINGTON STREET: PHOEN IX, ARIZONA 850072927 I40: WEST CONGRESS STREET; TUCSON. ARIZONA 55701 -1347

www. aggi

This  document is  avai lable in al ternat ive formats  by contac t ing Shayl in Beman, ADA Coordinator ,  voice
phone number  602-542-3931,  E-mai i  SABer r8 l@azco.gov.

|
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I

On this Llllillk day of Octobe r, 2016, the  following document was  filed with Docke t Control a s  a
Re comme nde d Qginion & Orde ; from the  He a ringgivis ion, a nd copie s  of the  docume nt we re
mailed on behalf of the  Hearing Division to the  following who have  not consented to email service .
On th is  da te  or a s  s oon a s  pos s ib le  the re a fte r, the  Commis s ion 's  e Docke t progra m will
a utoma tica lly e ma il a  link to the  tile d docume nt to the  following who ha ve  conse nte d to e ma il
service .

Na ncy Mille r
Rancheros  Bonitos  Wate r Co., LLC
4743 E. 30th Place
Yuma, AZ 85365

Dawn Simpson
Sunsta te  Environmental Services
4743 East 30*" Place
Yuma, AZ 85365

Janice  Alward, Chie f Counse l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 85007
Attorne ys  for Utilitie s  Divis ion
JAlw4rd@azcc.gov_
TBroderick@azcc.gov
Cons ented to Service  by Email

By:
Re be cca  Tillma n
Ass is tant to Dwight D. Nodes
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BEFORE THE ARIZONA CORPGRATION COMMISSION

COMMIsSIONERS

DOUG LITTLE - Cha irma n
BOB S TUMP
BOB BURNS
TOM FORES E
ANDY TO BIN

I

IN THE MATTER OF THE APPLICATION OF
RANCHEROS BONITOS WATER co., LLC FOR
AN EMERGENCY RATE INCREASE.

DOCKET NO. W-20933A-16-0314

DECISION no.

QPINI0N_AN_D.0Rl2}8R.

October 12, 2016

Phoe nix, Arizona

Dwight D. Node s

Ms. Dawn Simpson, Sunstate Environmental Services
(Interim Manager), on behalf of Rancheros Bonitos
Water Co., LLC, and

Mr. Robe rt Ge a ke , S ta ff Attorne y, Le ga l Divis ion, on
b e h a lf o f th e Ut ilit ie s  Divis io n  o f th e  Ariz o n a
Corpora tion Commiss ion.

1

2

3

4

5

6

7

8

9

1 0  DATE  OF HE ARING:

11 I, P LACE OF HEARING:

1 2  ADMINIS TRATIVE  LAW J UDG E :

13 AP P EARANCES :

14
I

15

16

17

18 I On S e pte mbe r 8, 2016, the  Commis s ion's  Utilitie s  Divis ion ("S ta H") file d a  Me mora ndum

19 which re sulte d in the  ope ning of this  docke t.

20 On S e pte mbe r 22, 2016, Ra nche ros  Bonitos  Wa te r Co., L.L.C. ("Ra nche ros  Bonitos " or

21 "Company") filed an applica tion for an emergency ra te  increase .

22 1 On September 29, 2016, a  Procedural Order was issued scheduling a  procedural conference in

23 this  matte r for October 4, 2016, a t 1:00 p.m.

24 On Octobe r 4, 2016: Da wn S impson, a  re pre se nta tive  of the  Compa ny's  Inte rim Ma na ge r,

25 Sunsta te  Environmenta l Se rvices  ("Sunsta te"), appeared te lephonica lly, and S ta ff appeared through

26 1 counsel for the procedural conference to discuss scheduling the hearing. The parties agreed to a hearing

27 da te  of October 12, 2016, a t 10:00 a .m., a t the  Commiss ion's  offices .

28

B Y THE  C O MMIS S IO N:

S:\DNodes\Orders\]603140&O.docx 1
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I

1 On October 5, 2016, a Procedural Order was issued scheduling the hearing, directing Rancheros

2 Bonitos to provide notice of the hearing to customers, and establishing other procedural deadlines.

3 The hearing convened, as scheduled, on October 12, 2016, at the Commission's offices in

4 Phoenix, Arizona, before a duly authorized Administrative Law Judge. Rancheros Bonitos was

5 represented by Ms. Simpson and Staff was represented by counsel.

6

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

8 Commission finds, concludes, and orders that:

* * * * * * * * * *

9

10 On September 22, 2016, Rancheros Bonitos filed an emergency rate  application seeldng

11 | authority to impose  a  $12.08 per month per customer surcharge , for a  period of 12 months , to pay for

12 a  loan of $6,523.81 from Sunsta te  tha t was used to replace  an aging and fa iling pressure  tank. (App. a t

13 2.)

1 4

FINDINGS  OF FACT

Rancheros Bonitos provides potable  water service  to 45 residentia l customers in an area

15 approxima te ly 6 mile s  ea s t of Yuma , Arizona , and has  been in ope ra tion s ince  1976. (ld., See  a lso,

16 De cis ion No. 60085 (Fe brua ry 20, 1997), a t 1.) The  inte rim ope ra tor, Suns ta te , is  owne d by Richa rd

17 a nd Na ncy Mille r.

18 3. According to the  Compa ny, S uns ta te  e mploye e s  pre vious ly s pe nt countle s s  hours

19 we lding pa tches  onto the  pre ssure  tank, but due  to the  age  and qua lity of the  tank it could no longe r

20 opera te  on a  sa tis factory leve l. (App. a t 1.) The  Applica tion s ta te s  tha t because  of cons tant repa irs  on

21 the tank, customers were experiencing frequent, short outages and low water pressure. (Id.)

22 4. The Application indicates that on August 2, 2016, Priority Well Service ("Priority")

23 inspected the pressure tank and told the Company that the tank could not continue to be maintained in

24 its present condition, and the tank should be replaced immediately before it became completely un-

25 repairable. (Id.) Priority provided an estimate to replace the old tank with two smaller pressure tanks,

26 with variable frequency drive ("VFD"), a new technology that has been shown to be satisfactory and

27

28

2 DECIS ION NO.

1.

2.
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1

2

has a lower cost than the larger tank being replaced. (I<L)' The estimate for the new pressure tanks,

including installation, removal of the old tank, and placement of a sun shade structure for the tanks,

3

4

wa s  $6,523.81. a d.)

5. Because of the urgency of the situation, Sunstate provided a short-term loan to

5 Rancheros Bonitos to expedite the repair process. (Id. at 2.) As a result, Ms. Simpson testified that as

6 of the date of the hearing, the new pressure tanks have been installed and are now operational (with the
I

7 exception of the sun shade). Mr. Smith testified that although he had not personally inspected the new

8 tanks as of the date of the hearing, Ms. Simpson showed him pictures of the tanks. Mr. Smith stated

9 tha t the  ta nks  a ppe a re d to be  a t the  sa me  loca tion he  ha d pre vious ly inspe cte d. Atta chme nt B he re to is

10

The  Compa ny's  Applica tion s ta te s  tha t S uns ta te  is  a sking for the  loa n to be  re pa id within

12 1 12 months , a nd tha t it ca lcula te d the  $12.08 pe r month s urcha rge  by dividing the  a mount of the  loa n

11

a  photogra ph s howing due  two ne w bla dde r ta nks  (S ta ff La te -File d Exhibit.)

6.

13

14

15

16

($6,523.81) by 12 months ($543.65), and then dividing that amount by 45 customers to determine the

$12.08 monthly surcharge. (App. at 2.) The Application indicates that Sunstate intends to open a

secondary Wells Fargo savings account to retain all surcharge revenues, which would then be disbursed

to Sunstate on a monthly basis. (Id.) According to the Application, Sunstate intends to tile with the

17 Commiss ion, on a  qua rte rly ba s is , a n a ccounting of monie s  re ce ive d a nd disburse d for the  prior qua rte r.

18 1 (Id.) Any e xce s s  funds  colle cte d a t the  e nd of the  12-month pe riod would be  re funde d to cus tome rs .

19 (Id . )

7 . Compa ny witne ss  Da wn S impson a lso te s tifie d a t the  he a ring tha t Ra nche ros  Bonitos  is

2 1 c u rre n tly s e e king  a  S 10 ,000  g ra n t from  the  W a te r In fra s truc tu re  F ina nc e  Au tho rity ("W IF A") to

2 2 pe rform  e ngine e ring a nd re la te d work re ga rding the  Compa ny's  pla n to re pla ce  its  s tora ge  ta nk. Ms .

23 S impson s ta te d tha t the  Compa ny would be  se e king, in the  ne a r future , a uthority to obta in a  WIFA loa n

24 | ' of a pproxima te ly $90,000 to S l00,000 to re pla ce  its  a ging s tora ge  ta nk.2 Ms . S impson furthe r indica te d

20

25

26

27

28

1 At the hearing, Staff Engineer Del Smith testified that replacing the old 2,000 gallon tank with two 80 gallon bladder tanks
with VFD was a newer technology that would be more economical because the pumps would operate only at the speed
needed rather than requiring the pumps to start every time and run at full speed. Mr. Smith inspected the tank on August
24, 20 la, and stated that the need for a new tank was as "emergency situation." Attached hereto, as Attachment A, are two
photographs showing leaks and the extensive patching previously done on the old tank. [Due to the expedited nature of this
proceeding, citations to the hearing transcript are not available]
2 A photograph of the storage tank is attached hereto as Attachment C. (Staff Late-Filed Exhibit.)
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a

CONCLUS IONS  OF L AW

1 tha t Ranche ros  Bonitos  intends  to file  a  full pe rmanent ra te  applica tion, like ly within the  next month

2 or so.

3 8. As  de s cribe d in Attorne y Ge ne ra l ("AG") Opinion No. 71-17 (Ma y 25, 1971), it is

4 a ppropria te  for the  Commis s ion to gra nt inte rim ra te s  a s  a n e me rge ncy me a sure  whe n (1) sudde n

5 change  brings  hardship to a  company, (2) the  company is  insolvent, (3) the  condition of the  company

6 is  such tha t its  a bility to ma inta in se rvice  pe nding a  fonta l ra te  de te rmina tion is  in se rious  doubt, or

7 (4) the  Commiss ion will be  unable  to grant pe rmanent ra te  re lie f within a  rea sonable  time . In Scares

8  v.  Arizo n a Corpora tion Commiss ion, the  Arizona  Court of Appe a ls  re cognize d this  s ta nda rd a nd,

9 additiona lly, tha t (1) a  bond mus t be  pos ted to protect the  company's  cus tomers  and a llow for re fund

10 in the  event tha t the  inte rim ra tes  a re  excessive , and (2) the  granting of inte rim ra tes  must be  followed

11 I by a  full rate  case in which just and reasonable rates are  established after the fair value of the company's

12 prope rty is  de te rmine d The Scales test was cited with approva l in

13 v. Arizona  Corpora tion Commiss ion, 20 P .3d 1169, 1173 (Ariz. App. 2001) ("Rio Verde").

14 9. We  find  tha t Ra nche ros  Bon itos ' de te rio ra ting  p re s s u re  ta nk re p re s e n te d  a n

15 l"e me re ncy" within the  de finition s e t forth in AG Opinion No. 71-17, a s  dis cus s e d a nd a pprove d in

16 the  S ca re s  a nd Rio Ve rde cases  cited he re in, and tha t the  replacement of the  pressure  tank was  an

17 appropriate  emergency response to ensure that the Company is able  to provide uninterrupted service to

18 its  customers.

19 1 10. We  a ls o find tha t it is  jus t a nd re a s ona ble , a nd in the  public inte re s t, to a uthorize

20 Rancheros  Bonitos  to implement an inte rim emergency surcha rge  of $12.08 pe r month pe r cus tomer,

21 for a  period of 12 months, to repay the  emergency loan provided by Sunsta te .

22

23  l Ranche ros  Bonitos  is  a  public se rvice  corpora tion within the  meaning of Article  XV of

24 the  Arizona  Cons titution a nd A.R.S . Title  40, Cha pte r 2.

25 2. The  Commission has  jurisdiction over Rancheros Bonitos  and the  subject matte r of the

26 a pplica tion .

27

2 8 578 p.2d 612, 616 (Ariz. APP- 1978).3

1.

4 DECIS ION NO.
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1 Notice  of the  emergency ra te  applica tion was provided in accordance  with the  October

2 5, 2016, Procedura l Order, the  Commission's  rules , and Arizona  law.

4.3 Ra nche ros  Bonitos  is  fa cing a n "e me rge ncy" within the  de finition s e t forth in AG

5

7

8

9

1 0

4 Opinion No. 71-17, a s  discussed and approved in the Scares and Rio Verde cases cited herein.

It is  jus t and reasonable  and in the  public inte res t to adopt the  Company's  emergency

6 ra te  applica tion, a s  discussed he re in.

6. Approva l of the  Company's  applica tion for emergency inte rim ra te  re lie f a s  described

he re in, is  cons is te nt with the  Commis s ion's  a uthority unde r the  Arizona  Cons titution, a pplica ble

statutes, and applicable  case law.

7. The interim rates approved herein are  reasonable and in the public interest subject to the

11 requirements discussed herein.

1 2 ORDER

1 3

1 4

1 5

IT IS  THEREFORE ORDERED tha t Ra nche ros  Bonitos  Wa te r Co., L.L.C. is  a uthorize d to

assess, as a separate line item on each metered customer's monthly bill, an interim emergency surcharge

of $12.08, for a  period of 12 months, for the  reasons described here in.

1 6 IT IS  FURTHER ORDERED tha t Ra nche ros  Bonitos  Wa te r Co ., L.L.C. s ha ll,  be fore

17 imple me nting the  inte rim e me rge ncy s urcha rge  a pprove d he re in, provide  to the  Commis s ion 's

18 . Business  Office  the  origina l of a  cashie r's  check made  out to the  Arizona  Corpora tion Commiss ion in

1 9  th e a mo u n to f$ 1 0 .

20 IT IS FURTHER ORDERED tha t Rancheros Bonitos Water Co., L.L.C. sha ll, on the  same date

2 1

22

the  o rig ina l ca s h ie r's  che ck is  p rovide d  to  the  Commis s ion 's  Bus ine s s  Office , file  with  the

Commiss ion's  Docke t Control, a s  a  compliance  item in this  docke t, an origina l and 1 copy of a  notice

23 sta ting tha t the  cashier's  check has been provided to the  Commission's  Business Office .

24 IT IS  FURTHER ORDERED tha t the  emergency inte rim surcha rge  sha ll become  e ffective  on

25 November 1, 2016, or on the  firs t day of the  month following Ranche ros  Bonitos  Wa te r Co., L.L.C.'s

26

27

compliance  with the  requirements  to provide  the  cashie r's  check to the  Commission's  Business  Office

and to file  notice  the reof; whichever is  la te r.

28

5.

3.

5 DE CIS IO N n o .
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16, 2017, File  with the  Commis s ion, on a  qua rte rly ba s is , a n a ccounting of monie s  re ce ive d a nd

IT IS  FURTHER OR.DERED tha t Ra nche ros  Bonitos  Wa te r Co., L.L.C. sha ll, no la te r tha n

l IT IS  FURTHER ORDERED tha t Ra nche ros  Bonitos  Wa te r Co., L.L.C. sha ll, within 30 da ys

2 a fte r the  e ffe ctive  da te  of this  De cis ion, ma il or de live r notice  of the  a pprove d inte rim e me rge ncy

3 surcha rge  to its  cus tome rs , in a  form a nd ma nne r a cce pta ble  to S ta ff, by me a ns  of a n inse rt in the

4 Compa ny's  ne xt re gula rly s che dule d billing.

5 IT IS  FURTHER ORDERED tha t Ra nche ros  Bonitos  Wa te r Co., L.L.C. sha ll, within 30 da ys

6 a fte r the  e ffe ctive  da te  of this  De cis ion, file  with the  Commiss ion's  Docke t Control, a s  a  complia nce

7 item in this  docke t, a  revised ta riff re flecting the  approved inte rim emergency surcharge .

8  I IT IS  FURTHER ORDERED tha t Rancheros Bonitos  Water Co., L.L.C. sha ll open a  secondary

9 savings account to re ta in a ll surcharge  revenues, which sha ll be  disbursed to Sunsta te  Environmenta l

10 Services on a  monthly basis .

11 IT IS  FURTHER ORDERED tha t Rancheros  Bonitos  Wate r Co., L.L.C. sha ll, s ta rting January

12

13 disbursed for the  prior quarte r. Any excess  funds  collected a t the  end of the  12-month period sha ll be

14 re funde d to cus tome rs .

15  I

16 June  30, 2017, in a  new docke t, file  with the  Commiss ion's  Docke t Control a  full pe rmanent ra te  case

17 applica tion prepared using a  tes t year ending December 31, 2016.

lb

19 tha t it file s  a  full pe rmanent ra te  ca se  applica tion in a  new docke t, file  with the  Cornrniss ion's  Docke t

20 Control, a s  a  compliance  item in this  docke t, notice  tha t the  full pe rmanent ra te  case  applica tion has

21 'be e n file d.

22 . . .
23 . |  .

2 4 . .  |

25 . . .
26 I ..

27 . |  .

28

IT IS  FURTHER ORDERED tha t Rancheros Bonitos  Water Co., L.L.C. sha ll, on the  same da te

6 DECISION NO.
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IN WITNES S  WHEREOF, 1 , J ODI A. J ERICH, Exe cu tive
Director of the  Arizona  Corpora tion Commission, have  hereunto
set my hand and caused the officia l seal of the  Commission to be
a ffixe d  a t  th e  C a p ito l, in  t h e C ity o f P h o e n ix, this

da y of 2016.

Joel A. JEREJH
EXECUTIVE DIRECTOR

DIS S ENT

DISSENT
Dr/rt
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S ERVICE LIS T FOR:
1

RANCHEROS  BONITOS  WATER co., LLC

W-20933A- 16-0314DOCKET NO.:
2

3

4

Na ncy Mille r
Rancheros  Bonitos  Water Co., LLC
4743 E. 30th Place
Yuma, AZ 85365

5

6

7

8

Dawn Simpson
Sunstate Environmental Services
4743 East 30th Place
Yuma, AZ 85365

11

Janice  Alward, Chie f Counse l
9  Le ga l Divis ion

ARIZONA CORP ORATION COMMIS S ION
10 1200 West Washington Street

P hoe nix, AZ 85007
Attorne ys  for Utilitie s  Divis ion
JAl\va rd@mcc.gov
TBroderick@azce .gov
Cons ented to Service  by Email

12

1 3

14

1 5

1 6

17

1 8

19

20

21

22

23

24

25

26

27

28
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