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The application proposed a surcharge of $15.67 on the monthly minimum charge and 

commodity charge. 

, 2007, Arizona-American filed a revi 

and proposed two revenue requirements. One of the proposals 

would be adop 

this matter come 

ontingent upon the in-service status of the sludge handling 

fore the Commission. 

3. any’s first propos ’) excludes the $399,715 sludge handling 

facility and its related depreciation expense enue requirement. The Step-One ACRM 

surcharge under Plan A would be $14.48 on the monthly minimum charge and $0.4425 per 1,000 

gallons on the commodity rate. Under the Company’s Plan A proposal, the average residential 

customer bill3 would increase by approximately $34.06 (or 56.84 percent) from $60.30 to $94.36. 

4. The Company’s alternate proposal (“Plan B”) includes the $399,715 sludge 

handling facility and its related depreciation expense in the revenue requirement. The Company 

provided adequate support for $399,715 am0 its original application. The Company does not 

o revise the cost to reflect any increase actual cost of the sludge handling facility. The 

ne ACRM surcharge under the Plan B proposal would be $14.84 on the monthly minimum 

per 1,000 gallons on the commodity rate. Under the Company’s Plan B charge and a $0.45 

percent) from $60.30 to $95.21 
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discussed in this Order as a condition of approval of the Arsenic Cost Recovery 
Mechanism.” 

b. “ . . . Arizona-American Water Company shall file, by July lst‘of each year 
subsequent to any year in which it collects surcharges under an ACRM, a report 
with Docket Control showing the Company’s ending capital structure (equity, long- 
term debt, and short-term debt) by month for the prior year.” 

c. “. . . as part of the Earnings Test schedule filed in support of the ACRM, Arizona- 
American Water Company shall incorporate adjustments conforming to Decision 
No. 67093, as discussed in Staffs recommendation set forth herein.” 

d. 

e. 

f. 

“ . . . Arizona-American Water Company shall file in t h s  docket hard copies of the 
schedules discussed in its application, as set forth in Staffs recommendations 
herein, and shall concurrently provide Microsoft Excel or compatible electronic 
versions of the filings and all work papers to Staff with all ACRM-filings.” 

“ . . . ACRM surcharges shall be designed to apply rate design volumetric charges 
equally to all usage tiers.” 

“Arizona-American Water Company shall file the schedules and information 
described above, as well as any additional relevant data requested by Staff, as part 
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to address Sta 

The Company reduced its plant in service balance by $735,439, from $19,382,673 in its 

xiginal application to $18,647,234 in its revised application as shown on Schedule CSB-1. 

Structures and Improvements - The Company, in both Plan A and Plan B, removed 

$41,783 to reflect costs related to non-arsenic uses of the structures and improvements. 

Back-up Electricity Generator - The Company, in both Plan A and Plan B, removed $7,230 

to reflect costs related to non-arsenic uses of the back-up generator. 

Pumps - The Company, in both Plan A and Plan B, removed $141,911 to reflect the 

retirement of three on-site pumps (i.e., 300 hp, 150 hp, and 100 hp) installed in 1995. 

Tanks - The Company, in both Plan A and Plan B, removed $144,800 to reflect 400,000 

gallons capacity related to non-arsenic uses of the tank. 

Sludge Handling Equipment - Under Plan A, the Company removed $399,715 in sludge 

handling equipment fi-om arsenic plant in service. Under Plan B, the Company transferred 

$399,715 in sludge handling equipment fi-om Account No. 320, Water Treatment Equipment to 

Account No. 348, other Tangible Plant. 

The Company did not have Commission approved depreciation rates for three plant 

accounts. Therefore, Staff recommended that the Company use approved depreciation rates that 

came closest to the useful lives of the plant i 

recommendation. The Company also corrected a t 

estion. The Company accepted Staffs 

hese adjustments reduced 

Plan A Depreciation Expense by $1 
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shall be automatically disc 

25. Pursuant to Decision No. 68858, the Comp led the required schedules prior to 

lementation of the 

26. Staff reco d that the Company shall file with Docket Co 

compliance item in this docket, a re showing the Company’s ending capital structure by month 

for the prior year. The first report be due on July 1,2008, and shall be provided each July lSt 

thereafter until such time as a subsequent order of the Commission discontinues the ACRM 

surcharge. 

CONCLUSIONS OF LAW 

1. The Company is a public water service corporation within the meaning of Article 

XV of the Arizona Constitution and A.R.S. $840-250. 

2. Pursuant to Decision No. 68858, the Company seeks an arsenic cost recovery 

mechanism surcharge tariff in this proceeding authorizing a monthly surcharge per customer to aid 

the Company in its efforts to comply with the EPA’s new drinking water standard for arsenic from 

50 ppb to 10 ppb which went into effect on January 23,2006. 

3. The Commission has jurisdiction over the Company and of the subject matter of the 

application. 

4. The Commission approved the ACRM mech in Decision No. 68858, 

conditioned on compliance with Staffs recommendations in that 

We reject the Staff position regarding pump reti 5. s and accept the treatment 

application. Approval of the Company’s 

sm is consistent with the C 

afforded to these retirements in the Company’s r 

st recovery m 

authorities under the Arizona Constitution. the Arizona Revised Statutes and amlicable case law. 





IN WITNESS WHEREOF, I BRIAN C. McNEIL, Executive 
Director of the Arizona Corporation Commission, have 
hereunto, set my hand and caused the official seal of this 
Commission to be affixed at the Capitol in the City of 
Phoenix, this &Ic* da f -4)- ,2007. 





RATE DESIGN 
Includes Sludge Handling Facility 

Typical Residential Bill 

Under Present Rates Without Surcharge 

Under Present Rates With Company Proposed Surcharge 

Under Present Rates With Staff Recommended Surcharge 

Present Rates Proposed 
Monthly Customer Charge 
518" Meter 

Commodity 

CURRENT RATES INCLUDING SURCHARGE -Per St 

Commodity Rate 0 to 4,000 gallons 
Commodity Rate 4,001 to 15,000 gallons 


