EXCEPTION ’ I
oeen ez rceven ... IDDULNNEANAD

BEFORE THE ARIZONA CORPORATION C

RECEIVED
COMMISSIONERS | 700U MAY 11 P 309  Arzona Corporation Commission
MARC SPITZER - Chairman s DOCKETED
WILLIAM A. MUNDELL AZ CORP COMMISSION
JEFF HATCH-MILLER DOCUMENT CONTROL MAY 1 7 2004

MIKE GLEASON

KRISTIN K. MAYES | DOCKETED BY %//

'VALUE OF ITS UTILITY PLANT AND

IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY, INC.,
AN ARIZONA CORPORATION, FOR A DOCKET NO. WS-01303A-02-0867
DETERMINATION OF THE CURRENT FAIR ‘ '

PROPERTY AND FOR INCREASES IN ITS RATES
AND CHARGES BASED THEREON FOR UTILITY
SERVICE BY ITS SUN CITY WEST WATER AND
WASTEWATER DISTRICTS.

I VALUE OF ITS UTILITY PLANT AND

IN THE MATTER OF THE APPLICATION OF

ARIZONA-AMERICAN WATER COMPANY, INC.,
AN ARIZONA CORPORATION, FOR A DOCKET NO. WS-01303A-02-0868
DETERMINATION OF THE CURRENT FAIR

PROPERTY AND FOR INCREASES IN ITS RATES
AND CHARGES BASED THEREON FOR UTILITY
SERVICE BY ITS SUN CITY WATER AND
WASTEWATER DISTRICTS. '

IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY, INC.,
AN ARIZONA CORPORATION, FOR A DOCKET NO. W-01303A-02-0869
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS RATES
AND CHARGES BASED THEREON FOR UTILITY
SERVICE BY ITS MOHAVE WATER DISTRICT

AND ITS HAVASU WATER DISTRICT.

IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY, INC,,
AN ARIZONA CORPORATION, FOR A : DOCKET NO. WS-01303A-02-0870
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS RATES

AND CHARGES BASED THEREON FOR UTILITY STAFF’S EXCEPTIONS TO
SERVICE BY ITS MOHAVE WATER DISTRICT RECOMMENDED
AND ITS ANTHEM WATER DISTRICT, ITS OPINION AND ORDER

AGUA FRIA WATER DISTRICT, AND ITS
ANTHEM/AGUA FRIA WASTEWATER
DISTRICT.
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IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01303A-02-0908
ARIZONA-AMERICAN WATER COMPANY, INC.,
AN ARIZONA CORPORATION, FOR A

DETERMINATION OF THE CURRENT FAIR STAFF’S EXCEPTIONS TO
VALUE OF ITS UTILITY PLANT AND / RECOMMENDED
PROPERTY AND FOR INCREASES IN ITS RATES OPINION AND ORDER

AND CHARGES BASED THEREON FOR UTILITY
SERVICE BY ITS TUBAC WATER DISTRICT.

Staff does not take exception to any of the language in the Recommended Opinion and Order
(“ROQO”). Indeed, Staff concurs in the thoughtful analysis contained in the ROO. However, Staff
notes that the numbers in the ROO and schedules to the ROO appear to be inconsistent with the text
of the ROO. It appears that three important miscalculations occurred.

First, the calculation of (1) overheads; (2) salaries and wages; and (3) service company
charges is incorrect. It appeafs that the ROO used Arizona-American’s rejoinder schedules as a
starting point. Following the text of the ROO, Arizona-American’s calculation of the three items
listed above should have been replaced by RUCO’s figures for these items. However, instead of |
removing Arizona-American’s amounts and recognizing RUCO’S amounts, it appears that the reverse
occurred. That is, an amount equal to RUCO’s adjustments was removed, and an amount equal to
Arizona-American’s amounts was added. This appears to be a simple calculation error.

Second, it appears that the ROO numbers used the property tax expense from Arizona-
American’s rejoinder schedules instead of an amount consistent with the text that adopts Staff’s
method for calculating property tax expense.

Third, the calculation of income tax is incorrect. Staff was not able to determine all of the
reasons for this miscalculation. In part, the error was due to using an incorrect level of interest
expense to calculate the ’income tax. It appears that synchronized interest was not used for the
interest expense in the income tax calculation. Income tax expense is also affected by the

aforementioned operating expense treatments.
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Staff corrected the three errors discussed above. These corrections are shown on the attached

Exhibit A. The total effect of these errors for each system is shown on Exhibit B. Staff respectfully

requests that the Commission approve modifications to the ROO consistent with these attached

schedules, and that rates be adjusted accordingly.

RESPECTFULLY SUBMITTED this 17th day of May 2004.

Janice M. Alward for 0
Timothy J. Sabo

Attorney, Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

(602) 542-3402

The original and twenty-one (21) copies
of the foregoing were filed this
17" day of May 2004 with:

Docket Control

Arizona Corporation Commlssmn
1200 West Washington Street
Phoenix, Arizona 85007

Copies of the foregoing were mailed
this 17th day of May 2004 to:

Norman D. James

Jay L. Shapiro

Fennemore Craig

3003 N. Central Avenue, Suite 2600

Phoenix, AZ 85012

Attorneys for Arizona-American Water Company

Daniel Pozefsky

RUCO

1110 W. Washington, Suite 220
Phoenix, Arizona 85007

William P. Sullivan

Paul R. Michaud

Martinez & Curtis

2712 North 7" Street

Phoenix, Arizona 85006

Attorney for the Town of Youngtown
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16
17
18
19
20
21
22
23
24
25
26
27
28

Carlton G. Young
3203 W. Steinbeck Drive
Anthem, Arizona 85068-1540

Frank J. Grimmelmann
42441 N. Cross Timbers Court
Anthem, Arizona 85086

Raymond E. Dare .
Sun City Taxgayers Association
12611 N. 103" Avenue, Suite D
Sun City, Arizona 85351-3467 ;

Walter W. Meek, Pres.

AUIA ’

2100 N. Central Ave., Suite 210
Phoenix, Arizona 85004

John A. Buric

Warner Angle Hallam Jackson & Formanek PLC
3550 N. Central Ave., Suite 1500

Phoenix, AZ 85012

Attorneys for Fiesta RV Resort Limited Partnership

Kenneth C. Sundlof, Jr.

Robert Taylor

Jennings Strouss & Salmon PLC

The Collier Center, Floor 11

201 E. Washington Street

Phoenix, AZ 85004-2385

Attorneys for Sun Health Corporation

Mr. David P. Stephenson

Director of Rates and Revenues
American Water Works Service Co., Inc.
303 H Street, Suite 250

Chula Vista, Callfomla 91910

o

b, ﬂa//z,;@
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