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ORIGINAL L
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JEFF HATCH-MILLER
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WILLIAM A. MUNDELL AZ CORP 0o

COMMISSIONER MMISSION
MIKE GLEASON DOCUMENT CONTROL

COMMISSIONER
KRISTIN K. MAYES

COMMISSIONER
BARRY WONG

COMMISSIONER

IN THE MATTER OF THE APPLICATION OF | Docket No. SW-02519A-06-0015
GOLD CANYON SEWER COMPANY, AN

ARIZONA  CORPORATION, FOR A rzona Corporaon COmMSH
DETERMINATION OF THE FAIR VALUE OF DOCKE

ITS UTILITY PLANT AND PROPERTY AND

FOR INCREASES IN ITS RATES AND GEP 142000

CHARGES FOR UTILITY SERVICE BASED
THEREON. m \

NOTICE OF FILING

The Residential Utility Consumer Office ("RUCO") hereby provides notice of filing

Revised Surrebuttal Schedules of Rodney L. Moore, in the above-referenced matter.

RESPECTFULLY SUBMITTED this 14" day of September, 2006.

cott SVWakefield
Chief Counsel




AN ORIGINAL AND THIRTEEN COPIES
of the foregoing filed this 14" day
of September, 2006 with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

COPIES of the foregoing hand delivered/
6 || mailed this 14™ day of September, 2006 to:

7
Lyn Farmer Andy Kurtz

8 || Chief Administrative Law Judge Mountainbrook Village at Gold Canyon
Hearing Division Ranch Association

9 || Arizona Corporation Commission 5674 S. Marble Drive
1200 West Washington Gold Canyon, AZ 85218

10 |{Phoenix, Arizona 85007

Mark Tucker, P.C.

11 || Christopher Kempley, Chief Counsel 7373 East Highway 60
Legal Division Gold Canyon, AZ 85219
12 || Arizona Corporation Commission

1200 West Washington

13 || Phoenix, Arizona 85007

14 || Ernest Johnson, Director By% W

Utilities Division Ernestine Gamble
15 || Arizona Corporation Commission

1200 West Washington

16 || Phoenix, Arizona 85007

17 || Jay L. Shapiro

Patrick J. Black

18 || Fennemore Craig, P.C.

3003 N. Central Avenue
19 |[ Suite 2600

Phoenix, Arizona 85012
20
Greg Sorenson

21 || Gold Canyon Sewer Company
12725 W. Indian School Road
22 || Suite D-101

Avondale, AZ 85323

23

24




Gold Canyon Sewer Company
| Docket No. SW-02519A-06-0015
Test Year Ended October 31, 2005
REVISED
SURREBUTTAL
TABLE OF CONTENTS TO RLM SCHEDULES

SCH. PAGE
NO. NO. TITLE

SURR RLM-1 1&2 REVENUE REQUIREMENT

SURR RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

SURR RLM-2 2 RATE BASE ADJUSTMENT NO. 6 - ACCUMULATED DEFERRED INCOME TAX

SURR RLM-5 1 RATE BASE ADJUSTMENT NO. 5 - DISALLOWANCE OF EXCESS TREATMENT PLANT CAPACITY

SURR RLM-6 1 OPERATING INCOME

SURR RLM-15 1 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE




Gold Canyon Sewer Company

Docket No. SW-02519A-06-0015 Schedule SURR RLM-1
Test Year Ended October 31, 2005 Page 1 of 2
REVISED
SURREBUTTAL
REVENUE REQUIREMENT

GV ® © D) (S
COMPANY COMPANY RUCO RUCO RUCO
LINE AS FILED REBUTTAL DIRECT SURREB'L REVISED
NO. DESCRIPTION OCRB/FVRB OCRB/FVRB OCRB/FVRB OQCRB/FVRB OCRB/FVRB
1 Fair Value Rate Base $ 16,108,688 $15,743,898 $ 13,368,387 $13,062,308 $13,728,921
2 Adjusted Operating Income (Loss) $ 171,878 $ 241,749 $ 538,818 $ 552,940 $ 552,940
3  Current Rate Of Return (L2/L1) 1.07% 1.54% 4.03% 4.23% 4.03%
4 Required Operating Income (L5 X L1) $ 1,691,412 $ 1,653,109 $ 1,177,755 $ 1,115,521 $ 1,172,450
5 Required Rate Of Return On Fair Value Rate Base 10.50% 10.50% 8.81% 8.54% 8.54%
6  Operating Income Deficiency (L4 - L2) $ 1,519,534 $ 1,411,360 $ 638,937 $ 562,581 $ 619,510
7 Gross Rev. Conversion Factor (SURR RLM-1, Pg 2) 1.6286 1.6286 1.6286 1.6286 1.6286
8 Increase In Gross Revenue Requirement (L7 X L6) L $2298590] { § 1040605} | $ 916239] [ 8 1.008955]
9  Adjusted Test Year Revenue $ 2,496,380 $ 2,496,380 $ 2,496,369 $ 2,496,380 $ 2,496,380
10  Proposed Annual Revenue (L8 + L9) $ 4,971,147 $ 4,794,970 $ 3,536,964 $ 3,412,619 $ 3,505,335
11 Required Percentage Increase In Revenue (L8 /L9) 99.13% 92.08% 41.68% 36.70% 40.42%
12 Rate Of Return On Common Equity 10.50% 10.50% 9.04% 8.60% 8.60%
References:

Column (A): Company Application Schedules A-1 and C-1

Column (B): Company Rebuttal Schedules A-1 and C-1

Column (C): RUCO Direct Schedule RLM-2, RLM-6, And RLM-14

Column (D): RUCO Surrebuttal Schedule SURR RLM-2, SURR RLM-6, And SURR RLM-14
Column (E): RUCO Revised Schedule SURR RLM-2 And SURR RLM-6



Gold Canyon Sewer Company
Docket No. SW-02519A-06-0015

Schedule SURR RLM-1

Test Year Ended October 31, 2005 Page 2 of 2
REVISED
SURREBUTTAL
REVENUE REQUIREMENT - CONT'D
GROSS REVENUE CONVERSION FACTOR
LINE
NO. DESCRIPTION (A) (B) (C) (D)
CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
1 Revenue 1.0000
2 Combined Federal And State Tax Rate (L10) (0.3860)
3 Subtotal (L1 + L2) 0.6140
4 Revenue Conversion Factor (L1/L3)
CALCULATION OF EFFECTIVE TAX RATE:
5 Operating Income Before Taxes (Arizona Taxable Income) 100.0000%
6 Arizona State Income Tax Rate 6.9680%
7 Federal Taxable Income (L5 - L6) 93.0320%
8 Applicable Federal Income Tax Rate (Col. (D), L34) 34.0000%
9 Effective Federal Income Tax Rate (L7 X L8) 31.6309%
10 Combined Federal And State Income Tax Rate (L6 + L9) 38.5989%
11 Required Operating Income (SURR RLM-1, Col. (B), L4) $ 1,172,450
12 Adj'd T.Y. Oper'g Inc. (Loss) (SURR RLM-1, Col. (B), L2) 552,940
13 Required Increase In Operating Income (L11 - L12) $ 619,510
14 Income Taxes On Recommended Revenue (Col. (D), L31) $ 459,497
15 Income Taxes On Test Year Revenue (Col. (D), L32) 70,051
16 Required Increase In Revenue To Provide For Income Taxes (L14 - L15) $ 389,445
17 Total Required Increase In Revenue (113 + L16) $ 1,008,955
RUCO
CALCULATION OF INCOME TAX: Recommended
18 Revenue (Sch. RLM-1, Col. (B), L10) $ 3,505,335
19 Operating Expense Excluding Income Tax (SURR RLM-5, Col. (E), L25 - L24) (1,873,389)
20 Synchronized Interest (Col. (C), L37) (441,506)
21 Arizona Taxable Income (L18 + L19 + L20) $ 1,190,441
22 Arizona State Income Tax Rate 6.9680%
23 Arizona Income Tax (L21 X L22) $ 82950
24 Fed. Taxable Income (L21 - L23) $ 1,107,491
25 Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15% $ 7,500
26 Fed. Tax On 2nd Inc. Bracket (350,001 - $75,000) @ 25% 6,250
27 Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34% 8,500
28 Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39% 91,650
29 Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34% 262,647
30 Total Federal Income Tax (L25 + L26 + L.27 + L28 + L.29) $ 376,547
31 Combined Federal And State Income Tax (L23 + L30) $ 459,497
32 Test Year Combined Income Tax, RUCO As Adjusted (SURR RLM-6, Col. (C), L24) $ 70,051
33 RUCO Adjustment (L31 - L32) (See SURR RLM-6, Col. (D), L24) “§ 389,445
34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%
CALCULATION OF INTEREST SYNCHRONIZATION:
35 Rate Base (Sch. SURR RLM-2, Col. (H), L15) $ 13,062,308
36 Weighted Avg. Cost Of Debt (Sch. SURR RLM-14, Col. (F), L1) 3.38%
37 Synchronized Interest (L35 X L36) $ 441,506
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Gold Canyon Sewer Company

Docket No. SW-02519A-06-0015 Schedule SURR RLM-2
Test Year Ended October 31, 2005 Page 2 of 2
REVISED
SURREBUTTAL
EXPLANATION OF RATE BASE ADJUSTMENT NO. 6 - ACCUMULATED DEFERRED INCOME TAX

A) ® (©) (D)
COMPANY COMPANY RUCO RUCO
LINE AS PER AS PER ADJM'T AS PER
NO. DESCRIPTION TAX BASIS ACCOUNTING NO. 5 SURREBUTTAL
1 Gross Utility Plant In Service $ 17,205,559 $ 21,094,247 $ (2,901,605 $ 18,192,642
2 Accumulated Depreciation g2,239,3812 (1,313,184) 36,270 (1,276,914)
3 Net Utility Plant In Service (L1 + L2) $ 14,966,178 $ 19,781,063 $ (2,865,335) § 16,915,728
4 Contribution in Aid Of Const. $ - $ (1,827,557) § 77,285 $ (1,750,272)
5 Accumulated Amortization Of CIAC - 138,788 (966) $ 137,822
6 NET CIAC (L4 + LS) $ - $ (1,688769) $ 76319 § (1,612,450)
7 NET PLANT VALUES (SumL's 3 & 6) $ 14,966,178 $ 18,092,294 $ (2,789,016) § 15,303,278

CALCULATION OF ACCUMULTED DEFERRED INCOME TAX

FIXED ASSETS
8 Accounting Basis Column (D), Line 7 $ 15,303,278
9 Tax Basis . Column (A), Line 7 $ 14,966,178
10 Timing Difference Line 8 - Line 9 $ 337,100
11 Tax Rate SURR RLM-1, Page 2, Column (A), Line 10 38.60%
12 DEFERRED TAX LIABILITY - FIXED ASSETS Line 10 X Line 11 3 (130,117)
AIAC
13 Accounting Basis SURR RLM-2, Page 2, Column (C), Lined4  § 2,064,125
14 Tax Basis AIAC Does Not Exist For Rax Purposes (See CSB2.42(a) _§$ -
15 Timing Difference Line 13 - Line 14 $ 2,064,125
16 Tax Rate SURR RLM-1, Page 2, Column (A), Line 10 38.60%
17 DEFERRED TAX ASSET - AIAC Line15X Line16  § 796,729
18  NET FUTURE TAX LIABILITY (ASSET) Linet7 -Line12 ' § 666,612
19  RUCO Adjustment (See SURR RLM-2, Page 1, Column (}), Line 18 $ 666,612
References:

Columns (A) (B): Company Application Schedule B-2, Page 1 And Informal Workpapers Provided 09/12/06
Column (C). Adjustment No. 5 - Surrebuttal Adjustment To Disallow Excess Capacity (See SURR RLM-5)
Column (D): Sum Of Columns (B) & (C)




Gold Canyon Sewer Company
Docket No. SW-02519A-06-0015 Schedule SURR RLM-5
Test Year Ended October 31, 2005 Page 1 of 1
SURREBUTTAL
EXPLANATION OF RATE BASE ADJUSTMENT NO. 4
REMOVAL OF EXCESS TREATMENT PLANT CAPACITY

A B (©) (D) B
PHASE Il 28.05% ADJUSTED AUTHORIZED EXCESS
LINE ACCT. PLANT EXCESS PLANT DEPRECIATION CAPACITY
NO. NO. ACCOUNT NAME ADDITIONS CAPACITY VALUE RATES ACC. DEP.
1 351 Organization $ - $ - $ 25,000 0.00% $ -
2 352 Franchises - - 25,000 0.00% -
3 353 Land and Land Rights - - - 0.00% -
4 354 Structures And Improvements 3,045,954 (854,470) 4,134,684 2.50% 10,681
5 355 Power Generation Equipment - - - 2.50% -
6 360 Collection Sewers - Force 6,713 (1,883) 77,544 2.50% 24
7 361 Collection Sewers - Gravity 20,096 (5,637) 1,564,855 2.50% 70
8 362 Special Collecting Structures - - 19,067 2.50% -
9 363 Services To Customers - - 21,498 2.50% -
10 364 Fiow Measuring Devices - - 3,708 2.50% -
11 365 Fiow Measuring Installations - - 159,573 2.50% -
12 370 Receiving Wells - - - 2.50% -
13 371 Pumping Equipment - - 66,132 2.50% -
14 380 Treatment And Disposal Equipment 7,260,433 (2,036,743) 8,635,296 2.50% 25,459
15 381 Plant Sewers - - 945 2.50% -
16 382 Outfall Sewer Lines - - - 2.50% -
17 389 Other Plant And Miscellaneous Equip. - - 3,408,092 2.50% -
18 390 Office Furniture And Equipment 10,238 (2,872) 33,837 2.50% 36
19 3N Transportation Equipment - - - 2.50% -
20 393 Tools, Shop And Garage Equipment - - - 2.50% -
21 394 L.aboratory Equipment - - 17,413 2.50% -
22 395 Power Operated Equipment - - - 2.50% -
23 398 Other Tangible Plant - - - 2.50% -
24 RUCO Accepts Company Adj. No. 1 - - - 2.50% -
25 RUCO Accepts Company Adj. No. 2 - - - 2.50% -
26 TOTAL WASTEWATER PLANT $ 10,343,434 $ (2,901,605) $ 18,192,644 $ 36,270
Less:
27 CIAC Attributable To Expansion (A.C.C. Report) § 275,500 $ 77,285 $ 352,785 2.50% $ (966)
28 Excess Capacity Removed (Line 26 + 27 $  (2,824,320) $ 35,304
RUCO ADJUSTMENTS TO REMOVE EXCESS CAPACITY
29 Excess Gross Plant Adjustment : Column (B), Line 26 $  (2,901,605)
30 Excess Accumulated Depreciation Adjustment Column (D), Line 26 36,270
31 Gross CIAC Attributed To Excess Capacity Adjustment Column (B), Line 27 77,285
32 Acumulated Amortization Of CIAC Adjustment Column (D), Line 27 (966)
33 TOTAL ADJUSTMENT (See RLM-2, Column (E)) Sum Of Lines 29 Thru 32 $  (2,789,016)
References:

Columns (A) (C): Company Workpapers
Column (B): Company Response To RUCO Data Request 2.6 ¢ & d
Column (D): Column (B} X Column (C)

2012 1.811 1.900 0.089 4.68%

NOTE
RUCO ANALYSIS TO DETERMINE PERCENTAGE OF EXCESS CAPACITY

FLOW EXCESS PERCENTAGE

YEAR DESCRIPTION RATE (mgd) MAXIMUM (mgd) CAPACITY (mgd) EXCESS CAP.
2005 Data Provided By Company In Its 0.708 1.900 1.192 62.74%
| 2006 Response To RUCO Data Reque: 1.196 1.900 0.704 37.05%
2007 26candd 1.283 1.900 0.617 32.47%
2008 1.367 1.900 0.533 28.05%
2009 1.467 1.900 0.433 22.79%
2010 1.574 1.900 0.326 17.16%
2011 1.688 1.900 0.212 11.16%
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Gold Canyon Sewer Company
Docket No. SW-02519A-06-0015

Schedule SURR RLM-15

Test Year Ended October 31, 2005 Page 1 of 1
SURREBUTTAL
RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
(A) (B) ©) (D)
RUCO
LINE PRESENT COMPANY RUCO PRECENTAGE
NO. DESCRIPTION RATES PROPOSED PROPOSED INCREASE
MONTHLY FLAT RATE CHARGE
CLASSES OF SERVICE
1 Residential $ 35.00 $ 70.34 $ 49.37 41.07%
2 Residential (<700 SF) Per Dwelling $ 19.09 $ 38.37 $ 26.93 41.09%
3 Residential (HOA's) $ 31.82 $ 63.95 $ 44 .89 41.07%
4 Commercial, Per ADEQ Bulletin 12 $ 0.175 $ 0.352 $ 0.25 41.07%
5 Effluent Sales, Per 1,000 Gallons $ 0.391 $ 0.786 $ 0.55 41.17%
PROOF OF RECOMMENDED REVENUE
(A) (B) (©) (D)
ANNUALIZED RUCO RUCO
AVERAGE CUSTOMER PROPOSED PROPOSED
DESCRIPTION GALLONAGE LEVEL MONTHLY RATES REVENUE
FLAT RATE CHARGES
6 Residential 5,016 $ 49.37 $ 2,971,933
7 Residential (<700 SF) Per Dwelling 259 $ 26.93 83,709
8 Residential (HOA's) 202 $ 44.89 108,811
9 Commercial, Per ADEQ Bulletin 12 40,458 25 $ 0.247 251,362
10 Effluent Sales, Per 1,000 Gallons 2,382,750 3 $ 0.552 $ 44718
11 TOTAL ANNUALIZED WASTEWATER REVENUE Sum Of Lines 6 Thru 10 3 3,460,532
MISCELLANEOUS REVENUES
12 Miscellaneous Revenues Company Workpapers 44,804
13 Other Wastewater Revenues -
14 TOTAL MISCELLANEOUS REVENUE Line 12 3 44304
15 TOTAL PROPOSED OPERATING REVENUE (See RLM-5, Col. (E), Line 4) Sum Of Lines 11 & 12 5 3,505,336
16 Required Revenue As Per SURR RLM-1, Page 1, Column (B), Line 10 3,505,335

17

Difference

Line 15 - Line 16




