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EXECUTIVE SUMMARY 
EAGLETAIL WATER COMPANY, L.L.C 

DOCKET NO. W-03936A-04-0840 

Eagletail Water Company, L.L.C. (“Company”) is engaged in the business of providing 
utility water service exclusively to Arizona customers in Maricopa County. The Company 
operates a public water system in the Harquahala Valley which is approximately 64 miles west 
of Phoenix and 15 miles south of Interstate 10, in the western part of Maricopa County. The 
Company provides service to approximately 54 residential customers. The Company’s current 
rates were effective May 1,2002. 

The Company’s rate application requested an increase in revenue of $12,000 or a 42.13 
percent increase over test year revenue of $28,481. The Company’s proposed revenues of 
$40,481 result in an operating loss of $4,533 for no rate of return on an original cost rate base 
(“OCFW’) of $81,062. The Company’s requested rates would increase the typical residential bill 
with a median usage of 3,618 gallons from $30.32 to $42.66 for an increase of $12.34 or 40.70 
percent. 

Staffs recommended rates would increase revenue by $3,500 or a 12.29 percent increase 
over test year revenue of $28,481. Staffs recommended revenues of $31,981 result in an 
operating income of $8,237 for a 9.15 percent rate of return on an OCRB of $90,057. Staffs 
recommended rates would increase the typical residential bill with a median usage of 3,618 
gallons from $30.32 to $30.86 for an increase of $0.54 or 1.78 percent. 

I 
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Staff recommends approval of its rates and charges as presented on Schedule 4 of this 
report. 
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Fact Sheet 

Current Rates: Decision No. 64743, dated April 17,2002, rates effective May 1,2002. 

Type of Ownership: Arizona Limited Liability Company (“L.L.C.”) 

Location: The Company is located in the Harquahala Valley which is approximately 64 miles 
west of downtown Phoenix and 15 miles south of Interstate 10, in the western part of Maricopa 
County. The well and storage tank site is located near the intersection of 539th Avenue and 
Baseline Road. 

Rates: - 
Permanent rate increase application filed: November 22,2004, and amended January 3,2005. 

Current Test Year Ended: December 3 1,2003 

Monthly Minimum Charges: 

Company Company Staff 

Rates Rates Rates 
Current Proposed Recommended 

Monthly Minimum Charge 
Based on 3/4 inch meter 

Gallons in Minimum 

Commodity Charge 
Excess of minimum, per 1,000 gallons 

All gallons 
Tier one zero to 3,000 gallons 
Tier two from 3,001 gallons to 8,000 gallons 
Tier three all gallons over 8,000 gallons 

$22.00 $30.00 $26.50 

0 0 0 

2.30 3.50 

1 .oo 
2.20 
3.25 

$30.32 $42.66 $30.86 Typical residential bill 
(Based on median usage of 3,6 18 gallons) 

Customers: 

Average number of customers in prior test year 53, current test year 54 
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Notifications: 

Customer Notification was mailed on November 22,2004. 

Complaints: 

Number of customers concerns since application filed: Zero complaints, one inquiry regarding 
the rate case, with opinion-against rate increase. 
Percentage of complaints to customer base: zero percent. 

W-03936A-04-0840 
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Summarv of Filing 

Based on test year results, as adjusted by Utilities Division Staff (“Staff ’) of the Arizona 
Corporation Commission (“Commission”), Eagletail Water Company, L.L.C. (“Eagletail” or 
“Company”) realized an operating income of $4,768 on an original cost rate base (“OCREV’) of 
$90,057 for a 5.29 percent rate of return as shown on Schedule CRM-1. 

The Company proposed rates produce operating revenues of $40,481 and an operating 
loss of $4,533 for no rate of return on the Company’s OCRB of $81,062. The Company’s 
proposed rates would increase the typical residential bill with a median usage of 3,618 gallons 
from $30.32 to $42.66 for an increase of $12.34 or 40.70 percent. 

Staffs recommended rates produce a revenue level of $3 1,98 1 and an operating income 
of $8,237 for a rate of return of 9.15 percent on Staff adjusted OCRB of $90,057. Staffs 
recommended rates would increase the typical residential bill with a median usage of 3,618 
gallons from $30.32 to $30.86 for an increase of $0.54 or 1.78 percent. 

Company Background 

The official registered name of the utility is Eagletail Water Company, L.C. even though 
it is a limited liability company. Staff has determined for clarity of purpose in the staff report it 
will be referred to as an L.L.C. The Company agrees the utility is a limited liability company 
and plans to change the registered name of the company to L.L.C. 

On November 22, 2004, the Company filed an application for a permanent rate increase 
with the Commission. On December 22, 2004, the Company’s filing was found deficient. On 
January 3, 2005, the Company submitted the deficient items. On January 31, 2005, the 
application was deemed sufficient. 

Consumer Services 

A review of the Commission’s records revealed the following customer complaints and 
opinions were filed from years 2002 through 2004: In 2002, one complaint - incorrect rates 
assessed - Company adjusted the bill. Four inquires - one for Certificate of Convenience and 
Necessity (“CC&N’) related, one billing related, two regarding rate case and zero opinions. In 
2003, zero complaints, inquiries or opinions. Year 2004, zero complaints, one inquiry - 
questions regarding rate case, one opinion against rate increase. 

Compliance 

A check with the Utilities Division Compliance Section showed no outstanding 
compliance issues. 

The Company is current in its property and sales tax payments. 

W-03936A-04-0840 
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The Company is in good standing with the Corporation’s Division of the Commission. 

The U.S. Environmental Protection Agency (“EPA”) will be reducing the arsenic 
maximum contaminant level (“MCL”) in drinking water from 50 micrograms per liter to 10. The 
most recent lab analysis by the Company indicated that the arsenic level in its source supply is 5 
micrograms per liter. Based on this arsenic concentration, the Company is in compliance with 
the new arsenic MCL. 

Based on data submitted by the Company, Maricopa County Environmental Services 
Department (“MCESD”) and Arizona Department of Environmental Quality (“ADEQ’) have 
determined that this system is currently delivering water that meets water quality standards 
required by Arizona Administrative Code, Title 18, Chapter 4. 

The Company is not located within any Active Management Area and is not subject to 
conservation and monitoring requirements. 

Rate Base 

Staff made adjustments to rate base of $8,995. These adjustments were made to reflect 
Staffs reduction of accumulated depreciation in the amount of $7,153 and inclusion of the 
formula method for working capital allowance in the amount of $1,842 resulting in a rate base of 
$90,057. See Schedule CRM-2 page 1. 

Plant-in-Service: 

Staff made no adjustments to plant in service. See Schedule CRM-2 page 2, plant in 
service is $100,202. 

Accumulated Depreciation: 

Staff decreased the Company’s proposed accumulated depreciation amount by $7,153. 

Staffs accumulated depreciation amount was calculated by adding depreciation expense 
for the years 2001 through the end of 2003, to the Commission approved accumulated 
depreciation balance in the prior test year ended December 3 1,2000 of $4,3 17. 

Advances-in-Aid-of-Construction : 

The Company has no advances-in-aid-of-construction. 

Contributions-in-Aid-of-Construction : 

The Company has no contributions-in-aid-of-construction. 

W-03 93 6A-04-0840 
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Working Capital: 

The Company neglected to claim any working capital allowance. Staff included a 
working capital allowance of $1,842, calculated using the formula method. 

Operating Revenue 

Staff made no adjustments to metered revenue. The Company’s bill count revenue 
matched the revenue shown in the application and that reflects the test year revenue. 

Operating Expenses 

Staff adjustments to operating expenses resulted in a decrease of $21,270 from $45,014 
to $23,744 as shown on Schedule CRM -3 page 1. Adjustments are discussed below. 

Adjustment A: decreased Repairs and Maintenance by $2,434 to reflect the amount Staff 
determined not verified to be repairs and maintenance. The Company could not provide an 
explanation as to why the expense amount between the general ledger and the income statement 
in the rate application is different. Staff decreased the expense by the unsupported amount. 

Adjustment B: decreased Outside Services by $7,844 and to allow professional fees of 
$1,160, certified operator fees of $1,455, Maricopa County permit fees of $500 and legal fees of 
$72. The Company could not provide an explanation as to why the expense amount between the 
general ledger and the income statement in the rate application is different. Staff decreased the 
expense by the unsupported amount. 

Adjustment C: decreased Water Testing by $820 to reflect Staffs recommended expense 
level. 

Adjustment D: increased Rent Expense in the amount of $776 to reflect Staffs 
allowance for rental of backhoe. 

Adjustment E: decreased Transportation Expense by $1,150, as the Company will no 
longer be reimbursing this expense. Transportation will be provided by volunteers. 

Adjustment F: decreased Miscellaneous Expense by $7,685 to reflect the amount Staff 
determined not verified. The Company could not provide an explanation as to why the expense 
amount between the general ledger and the income statement in the rate application is different. 
Staff decreased the expense by the unsupported amount. 

Adjustment G: decreased Depreciation Expense by $2,144. Staff recommended amount 
of $2,866 is consistent with the depreciation rates approved in the last Commission Decision. 



Eagletail Water Company, L.L.C. 
Docket No. W-03936A-04-840 
Page 6 

Adjustment H: decreased Interest Expense by $1,863. Company’s long-term loan was 
not approved by the Commission. This loan was discovered in the last rate case, but the 
disposition was not addressed. 

Financing 

Prior to January 2000, the utility assets of Eagletail were owned by four different 
predecessors. In January 2000, the utility assets of Eagletail were abandoned and sold at a 
Sheriffs auction. The assets were later purchased for $80,000 by a group of approximately 20 
individuals who formed Eagletail Water Company, L.L.C., an Arizona limited liability company 
and the current owner. The utility company was purchased from Mr. Randolph Brownell, owner 
of Sunup Water Company, L.L.C. doing business as Eagle Water Company, L. L.C. and the 
Commission approved the CC&N and asset transfer from Mr. Randolph Brownwell to Eagletail 
Water Company, L.L.C. The loan for $80,000 was not approved by the Commission. 

Staff determined that since the loan was not approved by the Commission it will be 
treated as if it were owner’s capital. The 31 original memberships in the Company will also be 
treated as owner’s capital. 

Rate of Return 

Staff recommended rates and charges would provide an operating income of $8,237 for a 
rate of return of 9.15 percent based on the Company’s operating income and the Staff adjusted 
rate base of $90,057. 

Revenue Requirement 

The Company’s narrative portion of the application stated that it needs this rate increase 
because of a number of issues, including increased costs for chlorine. Also the Company has 
been paying only the interest on the loan and now needs to pay the principal of the note. Some 
of the Company’s larger users have ceased operations and no longer require water. The 
Company needs to repair distribution lines and to decrease its water loss. 

Staff does concur with the Company that it needs a rate increase. Staff recommends a 
revenue requirement of $3 1,981 which results in an operating income of 8,237 and a 9.15 percent 
rate of return on an OClU3 of $90,057. 

Rate Design 

The Company’s proposed rates would increase the median usage customer’s bill by 40.70 
percent. 

The Company is utilizing a single rate commodity charge. Staff is recommending an 
inverted three-tier rate structure. These recommended tiers provide an economic incentive for 
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large consumption customers to conserve. No gallons are included in the minimum charge under 
the Company’s proposed or Staffs recommended rates. 

Staff has noted the Company’s very high water loss factor in its attached Engineering 
Report. In order to assist the Company in correcting this problem, Staff is recommending an 
additional dollar amount be added to the commodity charge. This additional amount would be 
deposited into a separate interest-bearing account and the funds could only be used for leak 
repairs. These funds would be in addition to what Staff recommended be allowed for repairs in 
the test year. 

Staff is recommending that an additional $.60 per 1,000 gallons of usage be added to the 
two upper tiers of the commodity charge for all meter sizes. There would not be any additional 
charge added to the first tier of the commodity charge. Staff estimates that this would generate 
approximately $2,500 per year in additional revenue that would be available exclusively to 
correct for the high water loss factor. 

The Company proposes to increase service charges for Establishment Fees from $30.00 
to $40.00. After Staffs request, the Company has not provided adequate information to support 
its charge amount. Staff recommends retaining the current charge of $30.00 as being reasonable 
and normal. 

The Company proposes to increase Establishment (after hours) from $45.00 to $55.00. 
After Staffs request, the Company has not provided adequate information to support its charge 
amount. Staff recommends retaining the current charge of $45.00 as being reasonable and 
normal. 

The Company proposes to increase Reconnection (delinquent) hom $25 .OO to $35.00. 
After Staffs request, the Company has not provided adequate information to support its charge 
amount. Staff recommends retaining the current charge of $25.00 as being reasonable and 
normal. 

The Company proposes to increase Reconnection (delinquent) after hours hom zero to 
$60.00. After Staffs request, the Company has not provided adequate information to support its 
charge amount. Staff recommends $45.00 as being reasonable and normal. 

The Company proposes to increase Not Sufficient Funds (“NSF”) from zero to $29.00. 
After Staffs request the Company has not provided adequate information to support its charge 
amount. Staff recommends $25.00 as being reasonable and typical. 

The Company proposed a 1.50 percent charge for Deferred payment. 
request, the Company has not provided adequate information to support its amount. 
recommends the Commission’s rule 14-2-409.G-(6). 

After Staffs 
Staff 
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The Company proposes to increase Meter reread from $20.00 to $25.00. After Staffs 
request, the Company has not provided adequate information to support its charge amount. Staff 
recommends retaining the Company’s current charge of $20.00. 

The Company proposed a late fee charge of 1.5 percent. Staff concurs with the 
Company’s late fee charge of 1.50 percent on the unpaid balance as being reasonable and 
normal. 

Staff Recommendations 

Staff recommends: 

Approval of Staffs rates and charges as shown on Schedule CRM-4. In addition to 
collection of its regular rates and charges, the Company may collect hom its 
customers a proportionate share of any privilege, sales or use tax per Commission 
Rule (14-2-409-D-5). 

That the Company docket with the Commission a schedule of its approved rates and 
charges within 30 days after the Decision in this matter is issued. 

0 That the Company use the Uniform System of Accounts provided by NARUC and 
within 60 days after the Decision in this case has been issued, file an affidavit with 
Docket Control stating that its books and accounting are now in compliance with 
NARUC. 

That the Company use the depreciation rates delineated in Exhibit A of the 
Engineering Report on a going forward basis. 

0 That the Company file after the effective date of the Decision, yearly reports within 
30 days after the end of each calendar year, with the Compliance Section of the 
Utilities Division, indicating the quantity of water pumped and sold each month 
during the year and the efforts to reduce water loss, such as number of leaks repaired. 
Staff also recommends that the Company come up with a plan to reduce water loss to 
less than ten percent before the next rate case. (See paragraph G of the Engineering 
Report for discussion and details.) In addition, report expenditures from account 
above and beyond test year expenditures. 

That the Company be ordered to segregate the extra $.60 per 1,000 gallons of usage 
included in the commodity charge of the two upper tiers for all meter sizes and 
deposit these funds into a separate interest-bearing account. These funds can only be 
used for leak repairs. Additionally, the Company should file quarterly reports to 
Docket Control listing the revenue collected and reflecting all disbursements from 
the fund and the type of repairs completed. This quarterly report would be due 
January 15, April 15, July 15, and October 15, covering the previous calendar 
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quarter. The first report shall be due for the first calendar quarter after the rates go 
into effect and filed within 30 days after the end of each calendar quarter thereafter. 

, W-03936A-04-0840 



Eagletail Water Company, L.L.C. 
Docket No. W-03936A-04-0840 
Test Year Ended December 31.2003 

$81,062 $90,057 

-20.40% 5.23% 

Schedule CRM-1 

$81,062 $90,057 

-5.59% 9.1 1 % 

-- Present Rates -- 
Company 

as 
Filed Adiusted 

Revenues: 
Metered Water Revenue $28,103 $28,103 
Unmetered Water Revenue 0 0 
Other Water Revenues 

Total Operating Revenue 

Operating Expenses: 
Operation and Maintenance $37,878 $18,721 
Depreciation 5,010 2,928 
Property & Other Taxes 2,126 2,126 

$40,103 $31,603 
0 0 

378 378 

$40,481 

$37,878 $18,721 
2,928 5 0 1  0 

2,126 2,126 
Income Tax 

Total Operating Expense 

Operating Income/(Loss) 

Rate Base O.C.L.D. 

Rate of Return - O.C.L.D. 

-8.86 

-6.17 

Times Interest Earned Ratio (Pre-Tax) -8.86 

Debt Service Coverage Ratio (Pre-Tax) -6.17 

Operating Margin -58.05% 16.52% -1 1.20% 25.66% 

NMN: Not a meaningful number. 

NOTES: 1. The times interest earned ratio (TIER) represents the ability of the 
Company to pay interest expenses before taxes. 

2. Operating Margin represents the proportion of funds available to 
pay interest and other below the line or non-ratemaking expenses. 
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Schedule CRM-2 
Page 1 of 3 

Plant in Service $1 00,202 $0 $100,202 

Less: 
Accum. Depreciation 19.140 (7.1531 A 1 I .987 

Net Plant $81,062 $7,153 $88,215 I 
Less: 

$0 $0 
0 0 

Plant Advances $0 
Accumulated Deferred Income Taxes 0 

Total Advances 

Contributions Gross 
Less: 
Amortization of ClAC 

$0 $0 $0 

$0 $0 $0 

0 0 0 

Net ClAC $0 $0 $0 

I Total Deductions $0 $0 $0 1 
Plus: 

1/24 Power $0 $249 B $249 

118 Operation & Maint. (0) 1,593 B 1,593 

Inventory 0 0 0 

Prepayments 0 0 0 

Total Additions ($0) $1,842 $1,842 

See Schedule CRM-2 page 3 

Staffs inclusion of formula-method working capital, based 
on recommended operating expenses. 



301 Organization 
302 Franchises 
303 Land & Land Rights 
304 Structures & Improvements 
307 Wells & Springs 
31 I Pumping Equipment 
320 Water Treatment Equipment 
330 Distribution Reservoirs & Star 
331 Transmission & Distribution N 
333 Services 
334 Meters & Meter Installations 
335 Hydrants 
336 Backflow Prevention Devices 
339 Other Plant and Misc. Equiprr 
340 Office Furniture & Equipment 
341 Transportation Equipment 
343 Tools Shop & Garage Equiprr 
344 Laboratory Equipment 
345 Power Operated Equipment 
346 Communication Equipment 
347 Miscellaneous Equipment 
348 Other Tangible Plant 

$0 
0 
0 

1,866 
37,176 
12,188 
5,100 

0 
40,000 

0 
3,872 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

$0 
0 
0 

1,866 
37,176' 
12,188 
5,100 

0 
40,000 

0 
3,872 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
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Test Year Ended December 31,2003 

Schedule CRM-2 
Page 2 of 3 

Company Staff 
Exhibit Adjustment Adjusted 

105 C.W.I.P. 0 0 0 

TOTALS 
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Schedule CRM-2 
Page 3 of 3 

Amount 

Accumulated Depreciation - Per Company 
Accumulated Depreciation - Per Staff 

Total Adjustment 

$19,140 
I 1.987 

Explanation of Adjustment: 

Accumulated depreciation per Decision No. 64743 $ 4,317 

Plus: Depreciation Exp. From year 2001 through year 2003 7,661 
Total % 11.987 
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Schedule CRM-3 
Page 1 of 3 

Company Staff Staff 
Exhibit Adjustments Adjusted , 

Revenues: 
461 Metered Water Revenue 
460 Unmetered Water Revenue 
474 Other Water Revenues 

Total Operating Revenue 

Operating Expenses: 
601 Salaries and Wages 
610 Purchased Water 
615 Purchased Power 
61 8 Chemicals 
620 Repairs and Maintenance 
621 Office Supplies 81 Expense 
630 Outside Services 
635 Water Testing 
641 Rents 
650 Transportation Expenses 
657 Insurance - General Liability 
659 Insurance - Health and Life 
666 Regulatory Commisssion Expense - Rate Case 
675 Miscellaneous Expense 
403 Depreciation Expense 
408 Taxes Other Than Income 
408.1 1 Property Taxes 
409 Income Tax 

$28,103 $0 $28,103 
0 0 0 

378 0 378 

$28,481 $0 

$0 
0 

5,977 
1,311 
7,566 

552 
11,031 
1,774 

0 
1,150 

0 
0 
0 

8,517 
5,010 

0 
2,126 

0 

$0 
0 
0 
0 

(2,434) A 
0 

(7,844) B 
(820) C 
776 D 

(1,150) E 
0 
0 
0 

(7,685) F 
(2,082) G 

0 
0 
0 

$0 
0 

5,977 
1,311 
5,132 

552 
3,187 

954 
776 

0 
0 
0 
0 

832 
2,928 

0 
2,126 

0 

Total Operating Expenses $4501 4 ($21,239) 

Other Income/(Expense): 
419 Interest and Dividend Income $22 $0 $22 
421 Non-Utility Income 0 0 0 
427 Interest Expense 1,863 (1,863) H 0 
428 Reserve/Replacernent Fund Deposit 0 0 0 
426 Miscellaneous Non-Utility Expense 0 0 0 
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Schedule CRM-3 
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STAFF A~JUSTMENTS . 

A - REPAIRS AND MAINTENANCE - Per Company 
Per Staff 

To reflect the amount Staff determined was not verified to be 
repairs and maintenance expense. 

B - OUTSIDE SERVICES - Per Company 
Per Staff 

Staff allowed professional fees of $1 ,I 60, legal fees of $72, 
permits of $500 and certified operator cost of $1,455. Balance 
of charges are non-recurring. 

C - WATER TESTING - Per Company 
Per Staff 

To reflect Staff Engineering's recommended expense level. 

D - RENT-Percompany 
Per Staff 

Staff allowance of backhoe rental for repairs. 

E - TRANSPORTATION EXPENSE - Per Company 
Per Staff 

Staff disallowed transportation expense because it is 
non-recurring . 

F - MISCELLANEOUS EXPENSE - Per Company 
Per Staff 

$7,566 
5,132 ($2,434) 

$1 1,031 
3,187 ($7,844) 

~ 

$1,774 
954 ($820) 

$0 
776 $776 

$1 ,I 50 
0 ($1,150) 

$8,517 
832 ($7,685) 

Staff allowed the amount that could be verified. 
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G - DEPRECIATION - Per Company 
Per Staff 

Staff recommended amount is consistent with the depreciation 
rates approved in the last rate case decision. 

Pro Forma Annual Depreciation Expense: 

Plant in Service 
Less: Non Depreciable Plant 

Fully Depreciated Plant 
Depreciable Plant 
Times: Staff Proposed Depreciation Rate 

Credit to Accumulated Depreciation 
Less: Amort. of ClAC @ 2.89% 

Pro Forma Annual Depreciation Expense 

H - INTEREST EXPENSE - Per Company 
Per Staff 

Company’s loan not approved by the Commission. 

$5,010 
2,897 ($2,113) 

$100,202 

$100,202 

0 
0 

2.891% 
$2,897 

0 
$2.897 

$1,863 
0 ($1,863) 
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RATE DESIGN 

Present -Proposed Rates- 

Monthly Usage Charge 
518" x 314" Meter 

314" Meter 
1" Meter 

1%" Meter 
2" Meter 
3" Meter 
4" Meter 
6 Meter 

Gallons Included in Minimum 

Commodity Charge 
per 1,000 gallons 

Commoditv charqe for all meter sizes 
Tier one-zero gallons to 3,000 gallons 
Tier tw0-3,OOl gallons to 8,000 gallons 
Tier three-all gallons over 8,000. 

Service Line and Meter Installation Charges 
518" x 314" Meter 

314" Meter 
1" Meter 

1%" Meter 
2" Meter 
3" Meter 
4" Meter 
6" Meter 

Service Charges 
Establishment 
Establishment (After Hours) 
Reconnection (Delinquent) 
Reconnection (delinquent) after hours 
Meter Test (If Correct) 
Deposit 
Deposit Interest 
Re-Establishment (Within 12 Months) 
NSF Check 
Deferred Payment 
Meter Re-Read (If Correct) 
Late Fee (on unpaid balance) 

Monthly Service Charge for Fire Sprinkler 
4" or Smaller 
6 

1 0  
Larger than IO" 

8" 

Rates 
$21 .oo 

22.00 
37.00 
41 .OO 
51.00 

124.00 
88.00 

208.00 

0 

2.30 

n/a 
nla 
nla 

$440.00 
510.00 
590.00 

1,415.00 
2,105.00 
3,120.00 
5,715.00 

825.00 

$30.00 
45.00 
25.00 

30.00 
Per ACC 
Per ACC 
Per ACC 

0.00 
1.50% 
20.00 
1 S O %  

**** 
**** 
**** 
**** 
**** 

ComDanv Staff 

* Per Commission Rules (R14-2-403.6) 
** Months off system times the minimum (R14-2-403.D) 

*** Per Commission Rules (R14-2-409.G(6)) 
**** 1 .OO% of Monthly Minimum for a Comparable Sized Meter Connection, 

but no less than $5.00 per month. The Service Charge for Fire Sprinklers 
is only applicable for service lines seperate and distinct from the primary 
water service line. 
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TYPICAL BILL ANALYSIS 
General Service 314 - Inch Meter 

Average Number of Customers: 38 

Present Proposed Dollar Percent 
Company Proposed Gallons Rates Rates Increase Increase 

Average Usage 8,045 $40.50 $58.16 $17.66 43.6% 

Median Usage 3,618 $30.32 $42.66 $12.34 40.7% 

Present & Proposed Rates (Without Taxes) 
General Service 3/4 - Inch Meter 

Gallons 
Consumption 

0 
1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
15,000 
20,000 
25,000 
50,000 
75,000 

100,000 
125,000 
150,000 
175,000 
200.000 

Present 
Rates 

$22.00 
24.30 
26.60 
28.90 
31.20 
33.50 
35.80 
38.10 
40.40 
42.70 
45.00 
56.50 
68.00 
79.50 

137.00 
194.50 
252.00 
309.50 
367.00 
424.50 
482.00 

Company 
Proposed 

Rates 

$30.00 
33.50 
37.00 
40.50 
44.00 
47.50 
51.00 
54.50 
58.00 
61.50 
65.00 
82.50 

100.00 
117.50 
205.00 
292.50 
380.00 
467.50 
555.00 
642.50 
730.00 



EXECUTIVE SUMMARY 

ATTACHMENT A 

Engineering Report For 
Eagletail Water Company, L.L.C. 
for a Rate Increase 
Docket No. W-03936A-04-0840 

Conclusions 

I. ADEQ and Maricopa County reported that the water system is delivering water 
that does not exceed any maximum contaminant level and meets the water quality 
standards of the Safe Drinking Water Act. 

Recommendations 

I. Water testing expenses are based upon participation in the ADEQ Monitoring 
Assistance Program. Annual testing expenses should be adjusted to the level 
described in Table 1 ($954.00). (See §F of report for discussion and details.) 

11. Staff recommends that after the effective date of the Decision, the Company file 
yearly reports within 30 days after the end of each calendar year, with the 
Compliance Section of the Utilities Division, indicating the quantity of water 
pumped and sold each month during the year and the efforts made to reduce water 
loss, such as number of leaks repaired. Staff also recommends that the Company 
come up with a plan to reduce water loss to less than ten percent before the next 
rate case. (See §G of report for discussion and details.) 
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Casing Size 
Casing Depth 
Meter Size 
Pumn Size 

A. LOCATION OF WATER SYSTEM 

8 inch 
1,140 ft. 
6 inch 
125 h D  Turbine 

Eagletail Water Company, L.L.C. ("Company") is located about 64 miles west of 
downtown Phoenix and 15 miles south of the 1-10 Salome Road Exit 81 in the 
Harquahalla Valley. The well and storage tank site is located near the intersection of 
539th Avenue and Baseline Road. The Certificated area covers parts of Township 1 
South, Range 9 West, Sections 5, 6, 7, 8, 9 and Township 1 North, Range 9 West, 
Section 31. Figures 1 & 2 show the location of the Company in relation to other 
regulated companies in Maricopa County. 

Pump Yield 
Date Drilled 
Storage Tank 
Pressure Tank 
Booster Pumps 

B. DESCRIPTION OF WATER SYSTEM 

400 gpm 
1978 
1 - 500,000 gallon 
5,000 gallons 
2- 25 hp 

The system serves approximately 55 metered customers and one un-metered 
customer. Besides serving about 45 residential customers who live on 1.25 acre or larger 
lots, there is an area of large ten acre lots which are approximately six miles from the 
well site. The system consists of one well; one pressure tank, one storage tank, two 
booster pumps, chlorination equipment, and distribution system. 

Diameter (inches) 
4 " 
6 " 
8" 

John A. Chelus, Utilities Engineer, inspected the water system on February 10, 
2005. He was accompanied by Charles Myhlhousen of the Financial and Regulatory 
Analysis Section. The Company was represented by Homer and Elisa Bigbey, and Bill 
Lawrence. 

Material Length (feet) 
PVC 91,080 
PVC 52,800 
PVC 2,640 

Well Data 

Size 
518 X 314" 
314" 
1 " 

I Well No. 1 
ADWR TD No. I 55-602826 

Quantity 
8 
39 
3 
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C. ARSENIC 

The U.S. Environmental Protection Agency (“EPA”) has reduced the arsenic 
maximum contaminant level (“MCL”) in drinking water from 50 micrograms per liter 
(“yg/l”) to 10 pg/l. The date for compliance with the new MCL is January 23rd, 2006. 
The most recent lab analysis by the Company indicated that the arsenic level in its source 
supply is 5 pg/l. Based on this arsenic concentration, the Company is in compliance with 
the new arsenic MCL. 

D. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY 
(“ADEQ’) AND MARICOPA COUNTY ENVIRONMENTAL SERVICES 
DEPARTMENT (“MCESD”) COMPLIANCE 

ADEQ and MCESD regulate the water system under Public Water System I.D. 
NO. 07-032. 

Based on data submitted by the Company, MCESD and ADEQ have determined 
that this system is currently delivering water that meets water quality standards required 
by Arizona Administrative Code, Title 18, Chapter 4. 

E. ARIZONA DEPARTMENT OF WATER RESOURCES (“ADWR”) 
COMPLIANCE 

The Company is not located within any Active Management Area and is not 
subject to conservation and monitoring requirements. 

F. WATER TESTING EXPENSES 

The following table shows the estimated annual monitoring expense, assuming 
participation in the Monitoring Assistance Program (“MAP”). Water testing expenses 
should be adjusted to the annual expense amount shown in Table 1, which is $954. 

Bacteriological-monthly I $15 I 72 I 1080 I 360 I 
Inorganics - Priority 
Pollutants I $240 I 1 I 240 1 80 

Nitrate - annual 25 
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G. WATER USAGE 

Water Sold 

Based on the information provided by the Company, water use for the year 2003 
is presented below. The high monthly domestic water use was 521 gayday-service in 
June, and the low monthly domestic water use was 167 gal/day-service in November. 
The Average annual use was 282 gal/day-service. 
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EAGLETAIL WATER COMPANY 
WATER USE FOR YEAR 2003 

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC 
MONTH 

Non-account Water 

The Company reported pumping 11,787,800 gallons during 2003. During the 
same period, the Company reported selling 5,536,039 gallons of water. This equates to a 
water loss of over 53 percent. This is much higher than the 10 percent that Staff 
considers reasonable. And it is an increase from the 28 percent water loss reported in 
2001. Since the last rate case, the Company reports that glue joints are separating at a 
faster rate. 

The original CC&N was granted around 1969 to serve approximately 200 one- 
acre orchards. Land was subdivided in 1973 into a 900-lot development. After this, 
large acreage lots were added six miles north of the well site. Few homes have been built 
since that time and the orchard activity has ceased due to high water costs. The 
distribution mains have developed leaks, usually at the valves and at transitions. Many of 
the glued joints have failed. As the leaks are detected and the funds are available, the 
leaks are repaired. A typical valve replacement, which fixes one leak, costs 
approximately $500. This is based on the $350 cost of the valve, $150 for related 
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fittings, hand digging and no charge for labor. A replacement using a backhoe and 
charging for labor would cost $1,600 per valve. The Company has been repairing on 
average four to six leaks per year. As the Company is able to repair the most severe 
leaks, the water loss should go down. The new board members who have taken over the 
system recently have found a number of large leaks and have repaired them. 

Once the majority of leaks are fixed on the distribution system, the Company 
should start a meter replacement program whereby meters are replaced over a ten or 
fifteen year period. As meters become old and worn, they usually begin to measure less 
water than is actually being used. This can contribute to an apparent water loss and can 
result in loss of revenue. 

Staff believes that the Company should increase its surveillance of the service 
area to find more of the system leaks. Staff recommends that after the effective date of 
the Decision, the Company file yearly reports within 30 days after the end of each 
calendar year, with the Compliance Section of the Utilities Division, indicating the 
quantity of water pumped and sold each month during the year and the efforts made to 
reduce water loss, such as number of leaks repaired. Staff also recommends that the 
Company come up with a plan to reduce water loss to less than ten percent before the 
next rate case. 

H. GROWTH 

The Company currently has 54 customers. The base has declined from 61 
customers since 2000. There are a total of nine hundred 1.25-acre lots in the Harquahalla 
Ranches subdivision, which the Company serves. However, many customers own more 
than one lot. There are also 50 or 60 large 10 acre and larger lots that are located six 
miles north of the well site. Company Board members feel there could be some growth 
in the next few years. 

I. DEPRECIATION RATES 

Staff has developed typical and customary depreciation rates within a range of 
anticipated equipment life. These rates are presented in Exhibit 4. It is recommended 
that the Company use these depreciation rates. 

J. CURTAILMENT PLAN 

The Company has a curtailment plan on file with the Commission. 
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Exhibit 1 

M A R I C O P A  C O U N T Y  

ABUONAWKER COMPANY 

C A B U R O S  WATER COMPANY. INC. 

CIIAPSRAL CITY WATER COMPANY 

CHAPARRAL WATER COMPANY 

UEARWXER UTILITIES C0MPANY.INC. 

DMRYLAND WKC'iB CORPORATION 

DESgRT HILLS WATER 

EAGLETAIL WATER COMPANYLC 

GRANDMEW W- COMPANY, INC. 

H20. INC. 

JAMES P. PAUL W-R COMPANY 

KYRENE. WATER COMBANY 

LAKE PLEASANT WPlTER COMPANY 

UTCWFU3.D PARK SEBVICE COMPANY 

MCADAMS WSITSR COMPANY 

MOBILE WATER COMPANY 

I \ -  

MORRISTOWN WATER COMPANY 

PIMAVnLITYCOMPANY 

PWSTADEL SOL WATER COMPANY 

QUEEN CREEE WATBR COMPhNY 

RIGBYWKIER CO 

RIOVERREUTILI 

ROSE VALLEY WMER COMPANY 

SABROSAWATER COMPANY 

SBNDE VISTAWATER COMPANY, INC. 

soum RACNBOW VUY WATBR 

SUNRISE WAT I N C  

TIERRABURNAWATER COMPANY 

TONTO HILLS tmLtTYCOMPlLhlY 

TURNER RANCHES WATBR BSANITATIOW COMPANY 

VALENCIAWhTER COMPANY 

V A U E Y l n l L m m  COMPANY.INC. 

V U Y  WEW WATER COMBMY, INC. 

WATFLR UTIIl'IYOFQREATER BUCKEYE.INC. 

WATER UTIUTYOF GREXIER TONOPM. INC. 

WATER UTILITYOP NORTHERN SCOlTSDALE, INC. 

WESTEND WATERCOMPANY 

WILHOIT WKC'iB COMPANY, INC. 

WRANGLERS ROOST WAER COMPANY' 



Exhibit 2 



- 
r 0 - 

1, 

\ 
‘4 



EXHIBIT 4 
TYPICAL DEPRECIATION RATES FOR WATER COMPANIES 

345 Power Operated Equipment 20 5.00 
346 Communication Equipment 10 10.00 
347 Miscellaneous Equipment 10 10.00 
348 Other Tangible Plant ---- ---- 
NOTES: 

1. 

2. 

These depreciation ram represent average expected rates. Water companies may 
experience different ram due to variations in construction, environment, or the physical 
and chemical characteristics of the water. 

Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would 
be set in accordance with the specific capital items in this account. 


	FACT SHEET
	RATES:
	CUSTOMERS:
	NOTIFICATIONS:
	COMPLAINTS:

	SUMMARY OF FILING
	COMPANY BACKGROUND
	CONSUMER SERVICES
	COMPLIANCE
	RATE BASE
	PLANT-IN-SERVICE:
	ACCUMULATED DEPRECIATION:
	ADVANCES-IN-AID-OF-CONSTRUCTION:
	WORKING CAPITAL:

	OPERATING REVENUE
	OPERATING EXPENSES
	FINANCING
	RATE OF RETURN
	REVENUE REQUIREMENT
	RATE DESIGN
	STAFF RECOMMENDATIONS
	LOCATION OF WATER SYSTEM
	DESCRIPTION OF WATER SYSTEM
	ARSENIC
	COMPLIANCE

	ARIZONA DEPARTMENT OF WATER RESOURCES (ﬁADWRﬂ) COMPLIANCE
	WATER TESTING EXPENSES
	WATER USAGE
	GROWTH
	DEPRECIATION RATES
	CURTAILMENT PLAN
	PROCESS SCHEMATIC
	DEPRECIATION RATES

	PROCESS SCHEMATIC EXHIBIT
	DEPRECIATION RATES EXHIBIT

