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BEFORE THE ARIZONA CORP l O O l W l V  

COMMISSIONERS 

JEFF HATCH-MILLER, Chairman 
WILLIAM A. MUNDELL 
MIKE GLEASON 
KRISTIN K. MAYES 
GARY PIERCE 

IN THE MATTER OF THE APPLICATION OF 

AN ARIZONA CORPORATION, FOR A 
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 PARADISE 
VALLEY DISTRICT 

IN THE MATTER OF THE APPLICATION OF 

FOR APPROVAL OF AN AGREEMENT 
WITH THE PARADISE VALLEY COUNTRY 
CLUB. 

ARIZONA-AMERICAN WATER COMPANY, 

ARIZONA-AMERICAN WATER COMPANY 

FE0 1 4  

DOCKET NO. W-0 1 303A-05-09 10 

NOTICE OF FILING 

PARADISE VALLEY WATER DISTRICT 

On December 19,2006, Arizona-American Water Company filed schedules for its Paradise 

REVISED STEP-1 ACRM SCHEDULES 

Valley water district supporting a Step-One ACRM surcharge of $1 5.67 on the monthly minimum 

charge and $0.4788 per 1,000 gallons on the commodity charge. In the weeks since its filing the 

Company has responded to discovery from Staff and RUCO. Both Staff and RUCO have made 

Arizona-American aware of a number of concerns they have with the Company's December 19* 

Step-One ACRM filing. In response to those concerns, Arizona-American Water hereby files 

revised Step-One ACRM schedules for its Paradise Valley water district supporting a Step-One 

ACRM surcharge of $14.48 on the monthly minimum charge and $0.4425 per 1,000 gallons on the 

commodity charge. 

Among other changes, the revised Step-One ACRM schedules attached hereto as Exhibit A 

reflect the removal of $399,715 in charges incurred by the Company as of November lSt, 2006 for 

the Paradise Valley Arsenic Sludge Handling Facility. As of the date of this filing the Sludge 
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Handling Facility has yet to be placed into service. However, the Sludge Handling Facility is 

expected to be completed and in service by mid-March. Because the Commission will likely rule 

on the Company’s Step-One ACRM filing after the Sludge Handling Facility is completed and 

placed in service, the Company has attached hereto as Exhibit By revised Step-One ACRM 

schedules which include costs for the Sludge Handling Facility that are recoverable under the Step- 

One ACRM. The schedules attached hereto as Exhibit B support a Step-One ACRM surcharge of 

$14.84 on the monthly minimum charge and $0.4534 per 1,000 gallons on the commodity charge. 

Upon completion of the Sludge Handling Facility the Company will notify both Staff and RUCO 

and make the Facility available for inspection by all parties. 

In addition to the adjustments for the Paradise Valley Sludge Handling Facility reflected in 

Exhibit A, the Company has incorporated the following adjustments into both Exhibits A and B in 

response to the concerns raised by Staff and RUCO: 

ADJ-1: Adjustment ADJ-I , shown on page 2 of Schedule ACRMJ (Revised), 

adjusts the composite ACRM Step-1 depreciation rate to reflect; (1) a 3.33% 

depreciation rate on account 3 10 (Power Production Equipment) as 

recommended by S W ,  (2) a 9.76% depreciation rate on account 346 

(Communication Equipment) instead of the erroneous 109.76% included in 

the Company’s original filing; and (3) the effect on depreciation expense of 

transferring Sludge Handling Equipment from account 320 (Water 

Treatment Equipment) to account 348 (Other Tangible Plant) and the 

consequential application of a 5 .O% depreciation rate. 

Adjustment ADJ-2, shown on page 3 of Schedule ACRM-5 (Revised), 

adjusts the Company’s Step-One ACRM revenue requirement to reflect the 

allocation (and removal) of a portion of the Paradise Valley Arsenic 

Treatment Facility’s backup electricity generator to non-arsenic activities. 

ADJ-2: 

2 
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The excluded portion will be requested for inclusion in rate base in the 

Company’s next rate case. 

Adjustment ADJ-3, shown on page 4 Schedule ACRM-5 (Revised), adjusts 

the Step-One ACRM rate base and recoverable depreciation expense to 

reflect the retirement of three on-site storage tanks installed between 1957 

and 1959, and three on-site pumps (300 hp, 150 hp, and 100 hp) installed in 

1995. 

(Exhibit A Only) Adjustment ADJ-4, shown on page 5 of Schedule ACRM- 

5 (Revised), removes from the Step-One ACRM revenue requirement all 

charges incurred for the Paradise Valley Sludge Handling Facility. In the 

event the Commission rules on the Company’s Step-One ACRM after the 

Sludge Handling Facility is verified as completed and placed in service, the 

Company requests that the Step-One ACRM surcharge reflected in Exhibit 

B be approved. 

Adjustment ADJ-5, shown on page 6 of Schedule ACRM-5 (Revised), 

removes from the Step-One ACRM revenue requirement the cost of 400,000 

gallons of storage tank capacity, as recommended by the Staff engineer. 

Adjustment ADJ-6, shown on page 7 of Schedule ACRM-5 (Revised), 

adjusts the amount of on-site structures & improvements allocated to arsenic 

from 86.95% to 86.58%, to correct errors in the Company’s original 

calculation of allocation factors. 

ADJ-3 

ADJ-4 

ADJ-5 

AD J-6 

In Arizona-American’s post hearing-schedules filed in this docket, we estimated ACRM 

Step-1 increases of $22.25 for the monthly minimum charge and $0.6412 per every 1000 gallons 

consumed. The revised (Exhibit A) increases in this filing are $7.77 lower for the monthly 

minimum charge and $0.28 lower for every 1,000 gallons consumed. 
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Arizona-American's contact person for this filing is: 

Joel M. Reiker 
Arizona-Ayrican Water Company 
19820 N. 7 Street 
Suite 201 
Phoenix, Arizona 85024 

Joel.Reiker@amwater.com 

RESPECTFULLY SUBMITTED on February 14,2007. 

(623) 445-2490 

&-@ o w  @-- 
Craig A.'Marks 
Craig A. Marks, PLC 
3420 E. Shea Blvd, Ste. 200 
Phoenix, Arizona 85028 

Craig;.Marks@,azbar.org 
Attorney for Arizona-American Water Company 

(602) 953-5260 
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Original and 15 copies filed 
on February 14,2007, with: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Copies of the foregoing mailed 
on February 14,2007, to: 

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

Maureen Scott 
Senior Staff Counsel 
Legal Division 
Arizona Corporation Commission 
1200 West Washington St. 
Phoenix, Arizona 85007 

Daniel Pozefsky 
Counsel 
Residential Utility Consumer Office 
1 1 10 West Washington Street 
Suite 220 
Phoenix, Arizona 85007 

Robert J. Metli 
Snell & Wilmer LLP 
One Arizona Center 
400 E. Van Buren 
Phoenix, Arizona 8500-20224 
Attorneys for Paradise Valley Country Club 

By: 
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Exhibit A 

Step-One ACRM 

Revenue Requirement 

Without 

Sludge Handling Facility 
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Exhibit B 

Step-One ACRM 

Revenue Requirement 

With 

Sludge Handling Facility 
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