O oo ~ (=) W VLN -

e R e S T e T e T O S Y
O 0 N1 N i e W N = O

BEFORE THE ARIZONA ,CQBPQ%’LIQ}V COMMi..._..
o lemiY ol

COMMISSIONERS

JEFF HATCH-MILLER, Chairman
WILLIAM A. MUNDELL

MARC SPITZER

MIKE GLEASON

KRISTIN K. MAYES

006 AR 26 P W 03

IN THE MATTER OF THE APPLICATION

OF ARIZONA-AMERICAN WATER DOCKET NO. W-1303A-06- W-01303A-06-028

COMPANY, INC,, AN ARIZONA
CORPORATION, FOR A HOOK-UP FEE APPLICATION FOR HOOK-UP FEE
FOR ITS ANTHEM WATER DISTRICT

APPLICATION FOR HOOK-UP FEE
ARIZONA-AMERICAN WATER COMPANY

1. Arizona-American Water Company (“Arizona-American” or the “Company”)
hereby applies for authority to implement a hook-up fee for néw construction in its Anthem
Water District.

2. Later this year, Arizona-American will be filing a new rate case for its Anthem
Water District based on a 2005 test year. As detailed on Exhibit A to this Application, Anthem
Water’s rates are currently based on a 2001 test year, with a rate base of only $9,269,095. Test-
year 2005 rate base is expected to exceed $31 million, because of the addition of new plant and
accumulated amortization of previously approved regulatm;y advances. Driven largely by these
factors, Arizona-American expects to file for an approximate 44% water rate increase.

3. Again as detailed on Exhibit A, rate base will continue to grow rapidly over the
next three years, which will require significant additional rate relief.

4. To somewhat reduce the need for future rate relief, Arizona-American is asking to
implement a new hook-up fee for Anthem Water. Proposed tariff language is attached as Exhibit
B. The proposed hook-up fee would start at $3,000 for a 5/8 x 3/4-inch water meter and increase
volumetrically. As of April 2005, there are a total of 7,199 water connections in Anthem

including 7,028 residential connections. Of these residential connections, 4,045 are 5/8 x 3/4-
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inch and 2,899 are one inch meters.! Funds generated by the new-hook up fees will be treated as
contributions and will directly offset rate base.

5. Because the upcoming case will be based on a 2005 test year, new hook-up fees
will not likely reduce the revenue requirement for that case. However, the contribution balance
will help to mitigate the magnitude of the next required rate increase.

6. Prompt implementation of the hook-up fees is needed to generate as large a
contribution balance as possible. Arizona-American often adds 200 connections in one month,
and buildout for Anthem is expected to occur within the next several years. The Company
estimates that total equivalent residential units (“ERUs”) at the buildout of the Anthem
community will total between 9500 and 10,000.

7. RELIEF REQUESTED. As more fully set forth above and on Exhibit B,

Arizona-American Water Company asks for authority to implement a hook-up fee for new
construction in its Anthem Water District. To generate as large a contribution balance as
possible, the Company asks for expedited consideration of this request.

RESPECTFULLY SUBMITTED on April 26, 2006.

Craig A. Marks

Corporate Counsel
Arizona-American Water Company
19820 N. 7" Street

Suite 201

Phoenix, Arizona 85024

(623) 445-2442
Craig.Marks@amwater.com

' The remainder have larger meters.
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Original and 13 copies filed
on April 26, 2006, with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Copies of the foregoing
mailed on April 26, 2006, to:

Hearing Division

Arizona Corporation Commission
1200 West Washington St.
Phoenix, Arizona 85007

Legal Division

Arizona Corporation Commission
1200 West Washington St.
Phoenix, Arizona 85007

Residential Utility Consumer Office
1110 West Washington Street

Suite 220

Phoenix, Arizona 85007

By: \ M
Courtyey 'Appelhans




%901 %0Z) %8Pl %081 %18 %y
ZLE'SLY'GS 880'091'9$ L£Y'886'L$ Z9v'60v'9% 229'919'c$ 2EZ'Y9L'28
£9829'L £9829'L £9829°1 £9829'} £9829'L £9829'L
£16'19¢€'cS $.1£'282'c$ 66E'659'7$ £67'6E6'cS £59'022'2$ 098'82¢'1$
0E5'8p¥P'C A £62290'1 S 60P' L LEE'P90'L 896'vEL 'L
¥81'€15'cS £11'216'6$ 8£5'609'C 008'009'c$ 028'666'6$ zzL'612'9%
006'26¢ 000'0pP 000'S6¥ 000'06S 000'G09 000'099
0 0 0 0zzZ'eLl 026'298 LL1'961L°L
#89'651'6$ €11'281'68 gEG'PLL'GS 085'2£6'v$ 006'.8Y'¥$ G6'856'v$
£Yy'018'6$ LEG'¥60'GS 269'12L'6$ L¥0'SYE'SS 066'782'€$ peg'cor'zs
%E6'L %E6°L %E6°L %EB'L %E6°L %E6'L
199'112'€L8 0.6'608'L28 061251 2.8 $8.°20v 29% 8E8'vey LS 06.'690'LE$
£88°196 OvE'098 86.'26 GSZ'Sv9 YN 0LL'0EY
(szr's10')) (gzv'sL0'L) (szZv'sLo'L) (gz¥'sL0'L) (szv'sLo'L) (6zp'sL0'L)

- £9'€60'6Z 019'658'92 STL'61£'22 082'€06'21

- (zv9°‘c60°62) (zv9'c60'62) (2v9'€60'62) (2v9'c60'62)
(806's6) (Z86'86) (9g¥'20L) (0oe6'501) (0L¥'60L) (068'2LL)

00£°986°Z 002'8¢8°12
00g'c8s‘s
(£22'166'S) (102'1$0'9) (Lv6'2¥8'8) (628°'c£6'62) {ov8'00g'ce) (210'58¢'62)
886'LLP'6L 1£1'691'8L 61Z'PEP'8L G86'L.22'82 LLP'€0L'9L £18'20¥'2L
(000°002) (000'091) (000'0Z1) (000'08) {000°0p)
(c19'1e6'9L) (c10'666'L) (coe'LL0'eL) (005°LGL'1L) (00z'2sz's) (pLL'oLv's)
0000009 000°000°p 000°000°¢ 000°000°Z 000°000'L
GLE'6LE'L 122'69G'1 Ly8'992Z'1L 062'291'1 610'266 £9¢'e8e
982 78568 620'665'/8 G/9'8€2'/8 GE£2'96.'08 £65'€96'€8 y91'9eV'6L
[ ooz 6002 { 800z 2002 9002 s00z |
ICEYNCET
paisnipeun

V 1qiyxy

snuaAay Jue) Juaund Jaao abueys ¢,
[ (021'082%) anuaAay Ui (Jo8Q)uou)

€9829'1L J0)0B 4 AUOD) ADY
(820'2L19) Aousmoye(
988'v.. swoouf 18N
508'0L0'v$ anusAay |B10)
0 Aoy Apisang qasm 18Q
0 anuaasy YD
G08'0L0'vS$ anuaAsy a)BYy yue |
16¥'209% awoou| Bunessdo JeN
%059 HOY paisenbay/pazuoyiny
660'692'6$ oseg aey

UOREZILOWeE 0eq PPy
(Gz¥'s20'))  suonnquiuod Aiojeinbey :ssa
UOREZILOWE YOBY PPY

(2v9'€60'62) soouenpy KiojeinBay sse

(18u) sOYID s

0£/9 Spunjay 10fe 3s3

90/0€/9 @IUBAPY JO punjay Jofew jen)oy

(962'€) (5002 N} J8u) S@oUBAPY SS9
854’ L P68

UIUU02LBIU| XUYd JO UZIWY JA §2
(681'980°2) osidag wnooy
(uoniiN §$) uondaUUODIBJUL XjUaOYd

689'v6€ (1enua) g dio)) Jueld paedsolly

ZOT'EEL LY sonag Ut Jueld AN

[oozezs ] TEVER TRy
18pJO 184

sases ajey JOJBM WAUY MalAald



EXHIBIT B

SAMPLE TARIFF




Original SHEET NO. ACC 7a_,
Arizona American Water Company SHEET NO.
(Name of Company)

Anthem Water District
(Name of Service Area)

Water Facilities Hook-Up Fee WHU — 1

Applicability

Applicable to all new potable water Service Connections within the Company’s CC&N.

Purpose

The purpose of the hook-up fee pursuant to this tariff is to equitably apportion the costs of constructing
additional facilities to provide water production, treatment, transmission, storage, pressure and flow among all
new Service Connections.

Definitions

Unless the context otherwise requires, the definitions set forth in Rule No. 1 shall apply in interpreting this tariff
schedule. The following additional definitions apply to this tariff schedule only.

“Main Extension Agreement” means any agreement whereby an Applicant agrees to advance the costs of the
installation of on-site water facilities (including distribution mains, valves, fittings, hydrants and other
improvements in accordance with Rule No. 5) to the Company to serve new service connections, or install
on-site water facilities to serve new service connections and transfer ownership of such water facilities to the
Company, which agreement shall require the approval of the Arizona Corporation Commission (same as line
extension agreement).

*Facilities” means treatment facilities, wells, transmission lines, storage tanks and related appurtenances
necessary for proper operation, including engineering and design costs. Off-site facilities may also include
booster pumps, pressure tanks, distribution mains and related appurtenances necessary for proper operation.

“Service Connection” means and includes all service connections for residential, commercial, industrial, or other
uses, regardless of meter size.

ISSUED: April 28, 2006 EFFECTIVE:
Month Day Year Month Day Year
ISSUED BY: Thomas Broderick, Rates and Regulatory Affairs Manager

19820 N. 7™ St.. Suite 201, Phoenix, Arizona 85024

Decision No.




Original SHEET NO. ACC 7b._

Arizona American Water Company SHEET NO.
(Name of Company)

Anthem Water District
(Name of Service Area)

Water Facilities Hook-Up Fee WHU — 1 _(continued)

Rates

Each new service connection shall pay the Water Facilities Hook-up Fee indicated below based on the meter
size to be installed:

Water Facilities Hook-Up Fee
Meter Size Factor Total Hook-Up Fee

%" X Ya” 1.0 $3,000.00
" 1.5 $4,500.00

1” 2.5 $7,500.00
1%" 5.0 $15,000.00
2" 8.0 $24,000.00

3’ 16.0 $48,000.00

4" 25.0 $75,000.00

6" : 50.0 $150,000.00

8” 100.0 $300,000.00

Special Conditions

1. Assessment of One Time Hook-Up Charge: This hook-up fee may be assessed only once per Service Connection,
or residential lot within a platted subdivision (similar to meter and service line instaliation charges). However, this
provision does not exempt from the hook-up fee, any newly created parcel(s) resulting from further subdivision of a
lot or land parcel and which do not have a Service Connection.

2. Time of Payment:

a. In the event that the Applicant is required to enter into a Main Extension Agreement, payment of the
charges required hereunder shall be made by the Applicant when operational acceptance is issued for the
on-site water facilities constructed to serve the improvement.

b. In the event that the Applicant is not required to enter into a main extension agreement, the charges
hereunder shall be due and payable at the time the service line and meter installation charge is due and

payable.

3. Failure to Pay Charges; Delinquent Payments: Under no circumstances will the Company set a meter or otherwise
allow service to be established if the Applicant has not paid in full all charges as provided by this Water Facilities
Hook-Up Fee tariff.

4. Hook-Up Fees In Addition to Other Charges: This hook-up fee shall be in addition to any costs associated with a
main extension agreement for on-site facilities, and are in addition to the amounts to be paid pursuant to charges

authorized under other tariffs or other agreements.

ISSUED: April 28, 2006 EFFECTIVE:
Month Day Year Month Day Year
ISSUED BY: Thomas Broderick, Rates and Regulatory Affairs Manager

19820 N. 7" St., Suite 201, Phoenix, Arizona 85024

Decision No.
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‘ ’ Original SHEET NO. ACC 7c..

Arizona American Water Company SHEET NO.
‘ (Name of Company)

Anthem Water District
(Name of Service Area)

Water Facilities Hook-Up Fee WHU -1 (continued)

‘ 5. Use of and accounting for Water Facilities Hook-up Fee: Proceeds from the hook-up fee shall be accounted for as a
contribution in aid of construction. As such, they will be treated as an offset to the cost of Facilities included in rate
‘ base in any future ratemaking proceeding. The Company shall maintain on its books an accounting of the Water
Faciiities Hook-up Fees collected pursuant to this tariff and an accounting of the Facilities constructed prior or
subsequent to adoption of this tariff.

ISSUED: April 28, 2006 EFFECTIVE:
Month Day Year Month Day Year

ISSUED BY: Thomas Broderick, Rates and Regulatory Affairs Manager

19820 N, 7 St., Suite 201, Phoenix, Arizona 85024

Decision No.




