
AGENDA
ICR Water Users Association Member Meeting  

7:00 PM Call to Order
7:00 PM Opening Remarks Hugh Pryor
7:10 PM Presentations Bill Meyer, Dayne Taylor
8:15 PM Questions and Answers Panel
9:25 PM Closing Comments Hugh Pryor
9:30 PM Adjourn



ICR Water Users Association
Request For A Rate Increase

The Association is regulated by the Arizona Corporation 
Commission (ACC).

The January 2002 decision by the ACC that extended the 
Associations service area to include the TRR subdivision required 
the Association to file for a rate hearing within 5 years, i. e., 2007. 

Accordingly,  the Association filed for a rate increase in June 2007. 

The requested increase would raise the average rate for residential 
customers by about 33%.

The Rate Case Hearing was scheduled for January 8, 2008.



ICR Water Users Association

BACKGROUND



The ICR Well Field 
ICR Water Users Association

Began serving Inscription 
Canyon Ranch subdivision in 
1995 from a well field located 
on the  west side of Williamson 
Valley road.
The well field presently consist 
of two wells owned by the 
Association.
The land the wells are located 
on is owned by Aqua 
Meadows.
Water from the wells enters 
into a single pipe that serves 
domestic and construction 
needs at ICR, WC, and PR.



The TRR Well FieldICR Water Users Association

Was granted permission to 
serve the Talking Ranch 
subdivision by ACC in 2002 
per Decision 64360. 
Water to serve the subdivision 
comes from a well field located 
on the east side of Williamson 
Valley Road.
The land the well field is 
located on is owned by Talking 
Rock Golf Course (TRGC).
There are three wells in the 
well field. Two wells are owned 
by the Association.
One well is owned by TRGC. 
Water from all three wells goes 
into a single pipe to serve 
domestic, golf course, and 
construction needs at TRR. 



ICR Water Users Association Well Fields

The two well fields are not physically connected. 
Per  the Association’s agreement with the Aqua Meadows, water 
from the ICR well field can only serve ICR, WC, and PR.
Per deed restriction on the land that the TRR well field is located on, 
water from the well field can only serve TRR.
Thus we actually have two water systems.



Agreements that Define the Relationship between the 
Association and the Developer of TRR subdivision

The Association has the following Agreements with the Developer of 
the TRR subdivision:

The Main Extension Agreement, 
The First Amendment to the Main Extension Agreement, and 
The Well Agreement as amended.

Collectively, these agreements define the relationship between and 
the responsibilities of each party



The Main Extension Agreement

The Main Extension Agreement was signed March 5, 2001. 

Under terms of the agreement the Association agrees to seek 
approval of the Arizona Corporation Commission to provide water 
service to the TRR subdivision in accordance with the terms and 
conditions specified in the Agreement and in accordance with 
relevant law, including the rules and regulations of the Commission. 

The Association also acknowledges that the Developer intends to 
construct a golf course and it provides its unconditional consent for 
Developer to supply water to the golf course. 



The First Amendment of the Main Extension Agreement

The First Amendment to the Main Extension Agreement was signed 
February 25, 2003.

Transferred the ownership of TRR well # 3 to the Association 
immediately on approval of the Amendment by the ACC.

Transferred the ownership of TRR well #2 to the Association on or 
before the date that the Association provides water service to the 
800th single-family residence at the TRR subdivision. 

The Main Extension Agreement and the First Amendment to it were 
approved by the ACC.



The Well Agreement

The Well Agreement was signed on February 25, 2003. This 
agreement is between the Association, the Developer of TRR 
subdivision, and Talking Rock Golf Course.  Among other things the 
agreement:

Requires the Association to allow TRGC to use surplus water 
from TRR wells #2 and #3 for irrigation of the golf course. 
Limits the amount of water the Association can use from the 
TRR wells #2 and #3 for residential purposes.
Requires residential customers to pay for all water treatment cost 
in the event that the well field becomes contaminated, regardless 
of which well is affected.
Addresses priority of water use for residential customers, but the 
issue of who has priority from all three wells has been 
questioned.
Sets the manner in which TRGC pays for water from all three 
wells that is used for irrigation of the golf course.



ICR Water Users Association
Cost Sharing at TRR

Under the Well Agreement, TRGC pays the Association for a 
percentage of the Associations operating, maintenance, and repair 
(OM&R) cost incurred during the year at the TRR water system. 

Payment is based on the amount of water delivered to the golf 
course from Associations wells. 

TRGC also pays a charge for water delivered, or wheeled, to the 
golf course from all wells.



ICR Water Users Association
Expense Sharing – TRR System

TRR System Expenses: 2006 2007
Cost Incurred by Assoc. $74,799      $98,716
Depreciation $61,299      $61,930
Power $80,079 $84,412

Total System Expenses $216,177 $245,058

TRGC Contribution:
OM&R Payments $63,023 38,765 $76,182
Delivery Charge $5,657 0 $5,905
Power $80,079 70,000 $65,142
Depreciation 0 16,235

Total Contribution $148,759     $125,000                $147,229

System Reservation 0     $50,000 0



Well Field Concerns - TRR Well Field

A test conducted at the TRR well field in October 2007 indicated 
that, although all of the wells are viable in their own right and the 
Association is not in danger of running out of water, the Board has 
the following concerns: 

The yield from the TRR well field is considerably less than the 
original estimate.
The yield of the two wells owned by the Association (TRR wells 
#2 and #3) cannot meet the maximum demand for domestic 
water at or near full build out of the TRR subdivision. All three 
wells are required to meet this demand.

There is no back-up well for domestic demand at or near full 
buildout.

The yield from all three wells can meet either maximum domestic 
demand at full buildout or golf course and construction demand, but 
it cannot meet all three demands at all times of the year.



Well Field Concerns – TRR Well Field Continued

There is a question about priority of water use from all three wells. 

The inability of TRR wells #2 and #3 to meet maximum demand 
at or near full build-out means that the Association lacks 
sufficient sources to meet demand continuously throughout the 
year. 
Lack of a backup well exacerbates the problem.
If priority of water use from TRR well #1 is for domestic purposes 
the problem is solved. 

The size of the pump at TRR well #2 exceeds the wells long-term 
capacity and needs to be reduced. TRR well #2 also produces an 
unacceptable amount of air during periods of maximum well field 
demand.



Rate Case



Intervener Rate Case Issues

At the Rate Case Hearing on January 8, 2008 one of the members 
of the Association was granted intervener status. The intervener’s 
position is that:

In general the Association and Talking Rock have not fulfilled the 
requirements stipulated by the Commission in Decision 64360 
that extended the Associations service area into TRR. Per the 
Decision, the Company does not have the legal right to provide 
water to Talking Rock.

Talking Rock was required to transfer ownership of TRR well #1 
and an unidentified backup well. Instead, the ownership of TRR 
wells #2 and #3 was transferred.

The Association was required to charge all customers in the 
TRR subdivision the same rates for water. Instead the golf 
course pays significantly less than residential customers.



Intervener Rate Case Issues Continued

As further stated by the Intervener with regard to the TRR well field : 

If the problem with aerated water is neglected, the test (the October 
2007 TRR well field test) results indicate that the well field can 
meet domestic demand at Talking Rock at full build-out or the 
demand associated with irrigation of the golf course throughout the 
year, but the well field cannot meet both demands at all times of the 
year, or if a well should fail.

Domestic demand from the Talking Rock well field does not have 
priority over golf course demands.



Dayne



Status of Rate Case

The Commission, on January 15, 2008 found that the Association 
failed to comply with the requirement in Decision 64360 to transfer 
ownership of a second well immediately. Per the First Amendment, 
transfer of ownership of TRR well #2 was scheduled on or before 
the 800th domestic hook-up at the TRR subdivision.

The Association accepted ownership of TRR well # 2 from Harvard 
on May 20, 2008.  The interveners position that compliance with 
Decision 64360 required transfer of ownership of TRR well #1 is still 
being evaluated by the Commission staff.

With the transfer of TRR well #2, the Board’s position is that the 
Association has met the requirements of Decision 64360. 



Status of Rate Case Continued

Commission staff has filed amended testimony in the rate case that, 
if accepted by the Commission, would require TRGC to pay existing 
tariff rates (the same rate as paid by residential customers) for water 
delivered to the golf course from the Associations two wells. 

If this were the main decision made by the Commission, the Board 
believes that:

We would have a significant loss of revenue,
The loss would require us to file for another Rate Case Hearing 
in the very near future to recover the loss in funding,
We would not have resolved the TRR Well Field Issues.



Status of Rate Case Continued

The Board believes that requiring TRGC to pay existing tariff rates 
would result in a need to increase residential water rates beyond 
those originally contemplated. 

TRGC will be in a position by early 2009 to use only water from 
the well it still owns (TRR well #1) and a storage pond it is 
constructing to water the golf course.
Water from TRR well #1 would still be sent through the 
Associations infrastructure.
Per our existing agreement and method for calculating TRGC’s 
share of our OM&R expenses at the TRR system, their payment 
to the Association would be a significantly smaller from present. 
In order to recover this loss of funds, rates would have to be 
increased for our remaining customers.



Status of Rate Case Continued

If TRGC had only used water from their own well during the rate 
case test year (2006), the loss of TRGC payments would have 
required the average rate for residential customers to be increased 
by 22 percent for the Association to have received the same income.

Although some members believe that residential customers are 
subsidizing the golf course, the opposite is true.



The Letter of Understanding
Given the concern over loss funding, and the concerns the Board 
has about the TRR well field, the Board has entered into a non-
binding Letter of Understanding (LOU) that keeps TRGC as a paying 
customer at a lower rate (commodity rate) for water delivered to the 
golf course than that paid by other customers.  

The commodity rate would be greater than that currently paid by 
TRGC. It will be based on actual cost plus a margin for the water 
delivered to TRGC. TRGC’s pro-rata share for any special treatment 
of water that may be required and depreciation expenses will be 
recovered through the commodity rate. 

The commodity rate increases as cost increase.

It will require approval of the ACC.

The Association’s other customers would still see increased rates, 
but the average increase would be about 10 %, much smaller than 
33 % originally contemplated. 



The Letter of Understanding Continued

In return for the commodity rate, TRGC accepts the following 
conditions:

They will transfer ownership of TRR well #1 to the Association.
TRR well #1 is the best producer of the three wells.
The issue of which wells should have been transferred to the 
Association becomes moot.

Residential use of water will have priority over all other use 
classifications.

Together, the above two bullets mean that the Association will 
have ownership and control of all three wells in the TRR well 
field. This assures an adequate supply of water for the 
Associations residential customers  at build-out of the TRR 
subdivision plus a back-up well.



The Letter of Understanding Continued

TRGC will pay an Annual System Reservation Charge over the next 
ten years in addition to the commodity rate. The charge will begin at 
$50,000 per year and decrease to $10,000 by the tenth year for a 
total payment of $340,000. 

The charge will apply regardless of the amount of water used by 
TRGC. During the next ten years the residential customer base at 
TRR will increase thereby offsetting the need for continuing this 
charge.

TRGC agrees to pay $80,000 of the Association legal cost 
associated with the execution of the LOU and upon obtaining ACC 
approval of the same.



The Letter of Understanding Continued

The Association will continue to only use water from the wells 
transferred by TRGC to serve its customers on its TRR system 
(deed restriction).

TRGC will refit TRR well #2 with a new pump that will better match 
its capacity and will increase pump life and well reliability

A maximum allowable average air standard will be established to 
minimize the “whitewater” produced by TRR well # 2. TRGC will be 
financially responsible for any required modifications to the well for 
this purpose.



The Letter of Understanding Continued

Limits the amount of water that can be transferred by TRGC through 
the Associations infrastructure to 525 acre-feet per year. 

TRGC will construct a storage pond that will significantly reduce the 
maximum demand on the well field that occurs prior to the monsoon 
season. It will filled with groundwater and effluent. As the community 
grows, effluent alone will be able to fill the pond.

TRGC may connect any additional well and/or additional 
transmission facilities to the Association’s TRR system, but only on 
prior written consent of the Association. 

Connection of a new well would further reduce or perhaps 
eliminate their use of water from the TRR well field.



The Letter of Understanding Continued

The Association agrees to provide water to the TRGC at commodity 
rates for 35 years.

The commodity rate must be Approved by the ACC.

The Board unanimously believes that ACC approval of the rate is in 
the best interest of the Associations membership. 



Consequences of Failure to Implement the LOU

TRGC would not pay $340,000 in System Reservations Charges 
over the next 10 years and $80,000 for legal fees in the rate case.

TRGC would not transfer TRR well #1 to the Association.  

The Association will not have ownership and control of all three
wells in the TRR well field and will not have an adequate supply
of water or a back-up well for the Associations residential
customers  at build-out of the TRR subdivision.

The question of whether residential use of water has priority over 
all other use classifications from all three wells remains.



Consequences of Failure to Implement the LOU Continued

Residential customers will still have to bear all cost associated 
with treatment of well field water in the event the well field 
becomes contaminated. 

The relationship between the Association and TRGC would 
continue to be defined by the Well Agreement.  Under the Well 
Agreement, TRGC is not a customer.  

In this rate case, the ACC could order ICR to charge tariff rates in 
addition to reimbursement of expenses to TRGC, which would 
directly violate the Well Agreement. 

Accordingly, TRGC may seek legal remedies to maintain its status 
of not being a customer.  This course of action would put 
additional financial strain on the Association.



Consequences of Failure to Implement the LOU Continued

Some members have suggested that TRR should be separated 
from the Association and be served by a newly created water 
company.

The Association would continue to serve Inscription Canyon 
Ranch, Whispering Canyon and The Preserve.  

The Board has analyzed this scenario and found that, because 
TRGC is already subsidizing the Association’s residential 
customers, the residential rate in Inscription Canyon Ranch, 
Whispering Canyon and The Preserve would actually increase.  



Consequences of Failure to Implement the LOU Continued 
2007 Expense Sharing – TRR System

TRGC Contribution:
OM&R Payments $76,182
Delivery Charge $5,905
Power $65,142

Total Contribution $147,229



Consequences of Failure to Implement the LOU Continued

What Happens if TRGC Leaves the System? 

2007
Total System Expenses with TRGC $396,814
Total TRGC Contribution $147,229 (OM&R, Delivery, Power)

Remaining Assoc. Expenses $249,585

Total Assoc. Expenses without TRGC $331,672     (Power cost decline)

Revenue Loss $82,087     (OM&R, Delivery Charge)



2007 TRR Water System Expenses

Property Taxes $603
Accounting Expenses $12,586
A-Quality Contract $47,292
Other Vendors $592
Repairs/Maintenance/Supply $29,660
Chemicals $1,248
Water Testing $2,156
Insurance $4,729
Legal /professional Services $3,195
Total $102,061

Paid by TRGC $76,182



Consequences of Failure to Implement the LOU Continued

The Board has been advised by its legal counsel and regulatory 
accountant that the ACC generally opposes splitting small water 
systems and creating more small water companies in Arizona. 

From a financial viability standpoint, none of these scenarios is 
beneficial to either ICR or its members from a revenue or rate 
standpoint.



Resolution of the Rate Case

Your Board strongly believes that implementation  the 
LOU represents a good opportunity to resolve the issues 
at hand and do so in a way that requires only a small 
rate increase to average customers.

We have worked very hard on obtaining the terms and 
conditions in the LOU and believe it is in the best 
interests of ICR members.



THE END
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