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1 I INTRODUCTION

2 All parties recommend significant rate increases for Sun City Wastewater and Sun City

West Wastewater.3

4 Table IR - Recommended Increases in Gross Revenue Requirement

Sun City Wastewater Sun City West Wastewater

1Arizona-American

S ta ff

RUCO

39 1,493,5291

$ 1,386,5453

S 1,233,9255

,271,8242

1,100,8414

1,417,9296

5

6

S

$

$

S ta ff and Arizona-American disagree  la rge ly because  of diffe rences  in cost of capita l and

the  prope r a mortiza tion of impute d AIAC a nd CIAC. Arizona -Ame rica n ha s  a lre a dy ta lke d

7 about these  issues  a t length in its  Initia l Brie f, so little  needs  to be  added in this  Reply Brie f. In

8

9

1 0

11

1 2

1 3

the  S ta ff Brie f, S ta ff' s  a ttorneys  a lso criticize  Arizona -American's  implementa tion of its  ra te -

des ign proposa l. The  Company will show why this  criticism is  ba se le ss .

RUCO's  diffe rences  a re  more  numerous, but have  la rge ly been addressed in Arizona-

Ame rica n's  Initia l Brie f. Arizona -Ame rica n will s lightly e xpa nd on its  re sponse s  to two RUCO

issues concerning Sun City West Wastewater: plant and accumulated deprecia tion, and the

Northwe s t Va lle y Re giona l Wa te r Tre a tme nt Fa cility.

1 4 I I REPLY TO STAFF

1 5 AMORTIZATION OF IMP UTED AIAC AND CIAC

1 6

1 7

1 8

A

This issue was already thoroughly discussed in Arizona-American's Initial Brief.7

Essentially, Staff would reset Arizona-American's test year to end at December 9, 2005. This is

not Staffs decision to make. Arizona-American chose a test year ending December 2005. The

1 Initia l Brief of Arizona -American Water Company, da ted October 19, 2007 ("AAW Brief') a t 36.
2 ld.
3 S ta ffs  Fina l Schedule DRR-1. Docketed September 21, 2007.
4 S ta ffs  Fina l Schedule GwB-l. Attached to S ta ff Brief, da ted October 19, 2007.
5 RUCO Brief a t 24:9_10.
6 14
7 AAW Brief a t 6:3 1012.
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1 0

la s t day of December 2005 is  December 3 l, 2005. There fore , ra te  base  for both Sun City

Wastewate r and Sun City West Wastewate r should re flect amortiza tion of imputed AIAC and

CIAC through the  end of the  Company's  chosen tes t year.

Arizona -Ame rica n initia lly sought to re fle ct the  known-a nd-me a sura ble  impute d AIAC

and CIAC ba lances  as  of June  30, 2007.8 Arizona-American has  a lready met S ta ff much more

than ha lfway on this  issue , and agrees  to end the  amortiza tion as  of December 31, 2005. Further,

there  is  no dispute  as  to the  ba lances for imputed AIAC and CIAC as of December 31, 2005 .

They are  known and measurable . Nor is  there  any dispute  as  to whether ra te  base  should

ultima te ly re flect the se  reductions  to the  imputed AIAC and CIAC ba lances . S ta ff s imply wants

to de lay recognition of the se  amortiza tions  until Arizona -American's ne xt rate  case. Staff" s

pos ition, if a cce pte d, would ma ke  it a ll tha t more  difficult for Arizona -Ame rica n to re turn to

financia l hea lth.1 2

1 3 B R ATE  DE S IG N

1 4

1 5

1 6

1 7

Staff labors  in va in to crea te  a  major issue  concerning what the  Commission required

Arizona -American to file  conce rning a  new volumetric ra te  des ign, in pa rt, ove r disappointment

tha t Arizona -American chose  to oppose  it. The  Commiss ion's  expecta tions  were  clea r. In

Decis ion No. 67093, the  Commiss ion:

1 8

1 9

2 0

2 1

2 2

2 3

ORDERED tha t the  next ra te  case  filings  for the  Sun City West, Sun City and

Anthem/Agua  Fria  wastewate r Dis tricts  sha ll include  a  ra te  des ign proposa l tha t

presents  information on 1) whether wastewater ra tes  based on water consumption

encourage  water conserva tion, 2) whether higher bills  for those  who use  the  system

more  is  a  fa ire r way to collect revenue , and 3) what tie red wastewater ra tes  based on

wate r consumption would look like  compared to a  fla t ra te  des ign.9

81d a t 9:l6-18.
9 Decis ion No. 67093, dated June 30, 2004, a t 61:1-6.
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As discusse d in its  initia l brie f, Arizona -Ame rica n fully complie d with the  orde ring pa ra gra ph

and included a  volumetric ra te -des ign proposa l with its  filing and addressed the  Commiss ion's

questions. 10

4

5

6

Sta ff examined Arizona -American's  applica tion for sufficiency and de te rmined tha t it

needed much more  information concerning the  volumetric ra te  proposa l be fore  it could find

sufficiency. As  summarized by Judge  Wolfe :

7

8

9

10

11

12

13

14

15

On Augus t 28, 2006, the  Commiss ion's  Utilitie s  Divis ion ("S ta ff') file d a  Le tte r of

Conditiona l Sufficiency cla ss ifying the  Company a s  a  Cla ss  A utility and indica ting

tha t Arizona -American's  applica tion me t the  sufficiency requirements  outlined in

A.A.C. R14-2-103. The  le tte r s ta ted tha t the  sufficiency finding was  conditioned

upon the  Company filing volumetric billing de te rminants  tha t reconcile  the  proposed

volumetric ra tes to the  proposed revenue no la ter than October 11, 2006, and tha t the

Company and S ta ff s tipula ted tha t if the  Company did not file  the  billing

de te rminants  by tha t da te , the  timeclock in this  ma tte r would be  immedia te ly

suspended until the  information was  filed.

16

17

18

19

20

21

On Februa ry 2, 2007, S ta ff filed a  Le tte r of Sufficiency. The  le tte r indica ted tha t

with the  supplementa l direct tes timony and revised schedules  filed by the  Company

on January 29, 2007, Arizona-American's  applica tion had met the  sufficiency

re quire me nts  outline d in A.A.C. R14-2-103."

22

23

24

25

26

27

Arizona-American fully absorbed the  cos t of this  suspens ion in the  form of pe rmanently

lost revenue  and grea te r ra te  case  expense . During the  a lmost s ix-month de lay in this  case ,

Arizona-American s truggled, ultima te ly successfully, to comple te  the  reques ted reconcilia tion to

S ta ff' s  sa tis faction. During tha t time  pe riod S ta ffnever suggested that it had any concerns about

customer educa tion or cos t-benefit ana lyses . If S ta ff had any such concerns , Arizona-American

would have  done  its  bes t to address  them during the  case  suspension. By its  sufficiency finding,

S ta ff ce rtified tha t the  applica tion me t a ll the  Commiss ion's  filing requirements .

10 AAW Brief a t 37:5 39:7.
11 P roce dura l Orde r da te d Fe brua ry 15, 2007, a t 1-2 .
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Next, S ta ff' s  direct te s timony supported Arizona -American's  initia l ra te -des ign proposa l

and had no issues  a t a ll with the  Company's  responses  to the  Commission's  questions . In fact,

two S ta ff witne sse s  te s tified tha t Arizona -American's  ra te -de s ign filing was  "[c]ons is tent with

the  direction provided in Decis ion No. 67093 ."12

Afte r deve loping s ignificantly more  informa tion during the  pe riod the  case  was

suspended, then la te r reviewing othe r pa rtie s ' te s timony, and fina lly conside ring the  impacts  of

volumetric ra te s  on its  e lde rly cus tomers , Arizona-American de te rmined tha t volumetric ra te s

would not be  appropria te  for re s identia l customers. 13 It was during this  never-before-conducted

reconcilia tion of wa te r to was tewa te r billing de te rminants  tha t Arizona -American formula ted

1 0

11

most of its  s ignificant conce rns  about volumetric ra te s  for re s identia l ra te s  in these  dis tricts . This

position was  expressed in Arizona-American's  rebutta l te s timony.14 In response , S ta ff' s

1 2

1 3

1 4

surrebutta l te s timony s till recommended volumetric ra tes  for a ll cus tomers , a lthough Sta ff" s

expe rts  did not change  the ir opinions  tha t Arizona -American's  filing was  "[c]ons is tent with the

direction provided in Decis ion No. 67093."15

1 5

1 6

Finally, a t the  hearing Staff s  cross-examination suggested tha t Staff' s  a ttorneys now

be lie ve d tha t Arizona -Ame rica n some how fa ile d to comply with the  Commiss ion's  Orde r. This

1 7

1 8

1 9

20

2 1

22

23

has  now been borne  out in S ta ffs  brie f. However, S ta ff fa ils  to demonstra te  anything, othe r than

Arizona -Arne rica n's  full complia nce  with the  Orde r.

Before  address ing any of S ta ffs  a lleged de ficiencies , it is  important to e s tablish the

fundamenta ls . To the  parties ' knowledge , the  Commission has  never been faced with a  case

involving a  switch from fla t to volumetric sewer ra te s .16 In fact, no pa rty has  provided any

precedent, in any jurisdiction, for how to implement such a  major change  in a  re tirement

community. As  a  re sult, the  pa rtie s  could only do the  bes t they could.

12 See Exhibit S-4 at 1:22 and2:21, Exhibit S-9 at 1:22 and 2:21.
13 ExhibitA-13 at 13;12- 1612.
14 Exhibits A-6 and A-13.
15 See Exhibits s-5 and s-10.
is Tr. at 76417-16.
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Arizona-American provided an initia l proposa l for the  othe r pa rtie s  to eva lua te , and

discussed the  theore tica l support for volumetric ra te s . Afte r each pa rty eva lua ted the  initia l

proposa l and provided its  own direct te s timony, Arizona -American concluded tha t RUCO had

confirme d our own va lid conce rns  a nd re e va lua te d its  initia l proposa l. Ultima te ly, Arizona -

American modified its  initia l proposa l, so tha t it now recommends  volumetric sewer ra te s  only

for its  commercia l cus tomers .l76

7 It is  difficult to unde rs ta nd the  S ta ff a ttorne ys ' irrita tion with this  proce ss . The

8

9

10

11

12

13

14

15

Commiss ion did not orde r tha t volumetric ra te s  be  implemented in this  case . It could have , but it

did not. Ins tead, the  Commiss ion a sked Arizona -American to file  a  proposa l. This  a llowed the

othe r pa rtie s  to react to the  initia l proposa l and make  the ir own proposa ls . Furthe r, this  a llowed

Arizona -American to review the  pa rtie s ' proposa ls , cons ide r new issues  tha t it did not think of in

its  initia l proposa l, and offe r a  new ra te  des ign proposa l.

There  is  nothing unusua l about this  process . In response  to the  Commission's  request,

the  parties  have  investiga ted whe ther switching to volumetric ra tes  would be  appropria te  for

wastewater customers in these  re tirement communities . The  debate  has been very robust and

16

17

there  a re  three  separa te  fully deve loped proposa ls  for the  Commiss ion's  considera tion. S ta ff

agrees that the  Commission has a ll the  information that it needs to render a  decision.18

18

1 9

20

21

22

23

24

Ultima te ly, after reviewing a ll this  informa tion, the  Commiss ion will de te rmine  the  prope r ra te

des ign for the  wastewate r cus tomers . This  is exactly how the  process  is  supposed to work.

Arizona-American would have  been negligent if it had not ca re fully cons ide red a ll the

information it deve loped during the  suspension and the  othe r pa rtie s ' te s timony in light of the

specia l circumstances of the  Sun City Wastewater and Sun City West Wastewater customers and

reeva lua ted its  proposa l. Ye t S ta ff' s  a ttorneys  now suggest tha t Arizona-American was

somehow negligent in not marching in lock s tep with S ta ff.

"Exhib itA-13 a t 13:12
18 Tr. at 80416 - 80516.

16:2.
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7

Staff" s  a ttorneys  cla im tha t Arizona-American was required to conduct and file  the  results

of a  cos t-benefit ana lys is .19 This  is  not in the  Order. The  Commiss ion knows wha t a  cos t-

benefit ana lys is  is  and how to order one . In any event, the  Commiss ion has  the  information tha t

it ne e ds . Mr. Brode rick te s tifie d tha t the  cos t of conve rting to volume tric ra te s --to Arizona

Ame rica n-would not be  gre a t. However, his  judgment was  tha t, for res identia l cus tomers

there  would be  little  water conservation and significant customer confiL1sion.21 On balance  there

would be  no ne t benefit in the  Sun Cities , even though the  cost to Arizona-American would be

little .8

9

1 0

11

1 2

1 3

1 4

Staff a lso asserts  tha t Arizona-American should have  conducted surveys and "educated"

its  cus tomers ." Although this  sounds  s imple  enough on the  surface , in practice  it would have

required tha t Arizona-American firs t comple te  a  volumetric ra te  des ign and then be  able  to te ll

each surveyed customer the  ra te  impact of the  switch. Staff agreed :

Q. A change  from fla t ra te s  for sewer se rvice  to volumetric sewer se rvice , would

you characte rize  tha t as  a  s ignificant change  from the  customer's  viewpoint?

A. Yes .1 5

1 6

1 7

1 8

1 9

Q. If you were  to survey customers  about the ir pre fe rence  for a  fla t ra te  or

volumetric ra te , would you have  to provide  de finitions  of wha t a  fla t ra te  and wha t a

volumetric ra te  is  to ge t some sort of a  meaningful response?

20 A. Yes.

21

22

23

Q. And if you were  to, to ge t a  furthe r meaningful response  or more  meaningful

response , would you, would the  cus tomer in your judgment need to know how it

actua lly a ffected them and the ir bills?

A. Of course .24

19 Staff Brief at 16:18-23.
20 Tr. at 496:4-7.
21 EX. A-13 at 13:16 .- 15:21.
22 Staff Brief at 18:22-24.
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Q. And to obta in tha t kind of informa tion be fore  doing a  survey, how would you

ge t tha t kind of informa tion?

A. Obviously you would have  to do a  ra te  des ign, a  fla t ra te  des ign, a  volumetric

ra te  design.

Q. And then you would have  to put it toge the r in some  form s imila r to your DRR-

20 or DRR-22 or something like  tha t?

7 Tha t's  corre ct.

8

9

10

11

Q. And even within those  summary schedules, there  are  some customers, as we

learned when we were  providing the  additiona l notice  in this  case , some customers

that are  well below the  average for that customer class and some customers that are

well above  the  average  for tha t customer class , is  tha t correct?

12 A. Of cours e .

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Q. And so for a  cus tomer to rea lly know whether he  or she  would be  a  winner or a

lose r under a  change  from fla t ra te  to volumetric ra te , tha t cus tomer would rea lly

ha ve  to know how it would a ffe ct the ir pa rticula r bill, corre ct?

A. I am sorry, s ir, I don't agree  with the  te rms  winne r or lose r.

Q. Okay. Le t me  phra se  it anothe r way. Tha t's  a  fa ir re sponse . In orde r for a

customer to meaningiiully eva lua te  in some sort of survey whe ther or not they would

be  in favor of going from a  fla t ra te  to a  volumetric ra te , wouldn't the  pa rticula r

cus tomer want to know how it a ffected his  or he r bill?

A. And everyone else's.23

Aga in, the  Commiss ion did not a sk Arizona -American to survey its  cus tomers , which

would have  required s ignificant e ffort, expe rtise , and expense . Without some  kind of explicit

order from the  Commission, a long with some kind of assurance  tha t it would have  been able  to

recover the  associa ted cos ts , it s imply would have  not been prudent for Arizona-American to

undertake  a  massive  program of this  na ture .

23 Tr. at 761:17 to 76416.

A.
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Arizona-American has a lready discussed the  reasons why short-te rrn debt should not be

included in its  capita l s tructure .24 Fundamenta lly, Arizona -American is  only entitled to a  re turn

on its  ra te  base . If the  evidence  is  clea r, like  it is  in this  case , tha t short-te rm debt does  not

finance  ra te  base , then it is  inappropria te  to include  short-te rm debt in the  Company's  capita l

6 s tructure .

7

8

9

10

11

12

1 3

Sta ff quotes  the  Commiss ion as  follows:

IT IS  FURTHER ORDERED tha t Arizona -Ame rica n Wa te r Compa ny sha ll tile  a

plan with Docke t control by December 31, 2005 tha t describes  how the  Company

expects  to a tta in and mainta in a  capita l s tructure  (equity, long-te rm debt, and s hort-

te rm debt) with equity representing between 40 and 60 percent of tota l capita1.25

All this  means  is  tha t if Arizona -American's  capita l s tructure  conta ins  short-te rm debt, then tha t

debt must be  re flected. However, as  discussed, Arizona-American does not finance  ra te  base

1 4

1 5

with short-te rm debt, so its  capita l s tructure  should not conta in short-te rm debt.

The  Commission agrees . Decis ion No. 68310 was issued on November 14, 2005. Since

1 6 tha t da te  the  Commiss ion has  issued two ra te  orde rs  for Arizona-American dis tricts . On July 26,

1 7

1 8

1 9

20

21

22

23

24

2006, the  Commiss ion issued Decis ion No. 68858 for Arizona -American's  Pa radise  Va lley

Wate r Dis trict. The  Commiss ion did not include  short-te rm debt a s  pa rt of Arizona -American's

capita l s tructure .26 S imila rly, on May 1, 2007, the  Commiss ion issued Decis ion No. 69440 for

Arizona -American's  Mohave  Wa te r and Was tewa te r Dis tricts . Aga in, the  Commiss ion did not

include  short-te rm de bt a s  pa rt of Arizona -Ame rica n's  ca pita l s tructure ."

S ta ff's  recommenda tion to include  short-te rm debt in Arizona -American's  capita l

s tructure  is  new. Tha t does  not make  it wrong for a ll companies , but it is  not appropria te  for

Arizona-American. Firs t, S ta ff has  not me t its  burden of showing tha t its  snap-shot ba lance  of

24 AAW Brief Ar 27: 19 - 29:2.
25 StaffBrief a t 21 :5-8, quoting Decis ion No. 68310 a t 15. (Emphas is  added by Staff)
26s Decision No. 68858, dated July 26, 2006, at 22:16-18.
27 Decis ion No. 69440, da ted May 1, 2007, a t 14:20 - 15:24.
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short-te rm debt is  repre senta tive  of Arizona -American's  typica l short-te rm debt leve l. Second

S ta ff has not shown that short-term debt is  being used to finance long-term, ra te-based, asse ts .

There fore , the  Commiss ion should re ject the  inclus ion of an a rbitra ry short-te rm debt ba lance  in

Arizona -Ame rica n's  ca pita l s tructure .

5 D METER READING INVESTIGATION

6

7

8

9

This  is sue  wa s  thoroughly dis cus se d in Arizona -Arne rica n's  Initia l Brie f." Exhibit A to

the  Brie f was a  se ries  of acceptable  ordering paragraphs for the  Commission's  considera tion.

Afte r furthe r cons ide ra tion, Arizona -American would like  to modify sugges ted orde ring

paragraph 12 to read:

12. Arizona -American should norma lly use  the  cance l/rebill process  to correct e rrors

cove ring jus t one  billing pe riod. Howe ve r, if the  e rror continue s  for more  tha n one

billing pe riod, the  bill may be  corrected in whole  or pa rt through an account

adjustment, as  appropria te .

10

11

12

13

14 I I I REPLY TO RUCO

1 5 A PLANT AND ACCUMULATED DEPRECIATION

1 6

1 7

1 8

1 9

20

2 1

22

23

RUCO continues to recommend adjustments to the Sun City West wastewater

accumulated depreciation balance totaling $969,479.29 First, RUCO alleges the Company

recorded improper retirements of $445,393 of the recommended adjustment.30 In fact, all but

$268 of this amount related to two items ($355,619 + $89,506 = $445,l25), which were not plant

retirements, but were actually corrections to transfers to plant in service from Construction Work

in Progress ('°cw1p").3' Staff' s auditors have reviewed these same accounts and Staff has

accepted Arizona-American's treatment. The remaining $268 is not material. RUCO's

$445,393 adjustment should be rejected.

28 AAW Brief a t 41:10 - 4715.
29 Rico Brie f a t 6:12-14
30 14. a t 6:14 -7:10.
31 Exhibit A-10 a t 7:16 -- 8:16.
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The  rema ining $517,086 of RUCO's  recommended adjus tment re sulted from Mr. Coley's

reca lcula tion of the  Company's  accumula ted deprecia tion ba lance . Ms. Hubbard te s tified tha t

some of this  ba lance  could be  a ttributable  to Mr. Coley's  incorrect a ssumption about the

$445,393 discussed above .32 By trea ting the  reclass ifica tions  as  re tirements , Mr. Coley's

recalcula ted balance  would be  understa ted as compared to the  Company's  actual recorded

accumula ted deprecia tion. The  rema inde r of the  diffe rence  is  like ly a ttributable  to the  trea tment

of cos ts  of re mova l a nd sa lva ge  in Mr. Cole y's  re ca lcula tions . Unfortuna te ly, it is  ve ry difficult

to a na lyze  a nd critique  Mr. Cole y's  work.

Aga in, S ta ff disagrees  with RUCO and supports  Arizona-American's  ba lances .

B WO R KING  C AP ITAL

Arizona -American ha s  a lready thoroughly discussed this  is sue  in its  Brie f." RUCO has

added nothing new tha t requires  additiona l reply.

C

RUCO sha re s  this  is sue  with S ta ff. In reply to RUCO, Arizona -American incorpora te s

its  reply to Staff concerning this  issue .34

AMORTIZATION OF IMPUTED AIAC AND CIAC

D TO LLE S O N DE C HLO R INATIO N UP G R ADE

Arizona-American has  a lready thoroughly discussed this  issue  in its  Brie f.35 RUCO has

added nothing new tha t requires  additiona l reply.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

E TOLLESON TRICKLING FILTER

Arizona~American has  a lready thoroughly discussed this  issue  in its  Brie f.36 RUCO has

added nothing new tha t requires  additiona l reply.

3214. at 9:1-8.
33 AAW Brief a t 10:3-22.
34 See Section VIA, above.
35 AAW Brief a t 11:8-17.
36 AAW Brief a t 11:1-7.



DOCKET NO. w-01303A-06-0491
Arizona -American Wate r Company
Re ply Brie f
Page 11 of 13

F LABOR EXP ENS E

Arizona-American has a lready thoroughly discussed these  issues in its  Brief.37 RUCO

has added nothing new tha t requires  additiona l reply.

1

2

3

4 G P ROP ERTY TAX EXP ENS E

Arizona-American has  a lready thoroughly discussed this  issue  in its  Brie f.38 RUCO has

added nothing new tha t requires  additiona l reply.

H RATE  CAS E EXP ENS E

Arizona -American ha s  a lready thoroughly discussed this  is sue  in its  Brie f." RUCO has

added nothing new tha t requires  additiona l reply,

I DE P R E C IATIO N AND AMO R TIZATIO N E XP E NS E

Arizona-American has  a lready thoroughly discussed this  issue  in its  Brie f.40 RUCO has

added nothing new tha t requires  additiona l reply.

5

6

7

8

9

1 0

11

1 2

1 3

1 4

J INDUS TRIAL P RE -TRE ATME NT LABO R E XP E NS E

Arizona-American has  a lready thoroughly discussed this  issue  in its  Brie f.41 RUCO has

added nothing new tha t requires  additiona l reply.

K ADE Q MANDATE D LABOR E XP E NS E

Arizona-American has  a lready thoroughly discussed this  issue  in its  Brie f.42 RUCO has

added nothing new tha t requires  additiona l reply.

1 5

1 6

1 7

1 8

1 9

2 0

2 1

L ACHIEVEMENT INCENTIVE PAY

Arizona~American has  a lready thoroughly discussed this  issue  in its  Brie f.43 RUCO has

added nothing new tha t requires  additiona l reply.

37 AAW Brief a t 20:8 ,- 2217.
38 AAW Brief a t 19:2 - 2017.
39 AAW Brief at 24:1 .-. 2517.
40 AAW Brief a t 26: 14-19.
41 AAW Brief a t 22:8 - 2338.
42 AAW Brief a t 23:9-l'7.
43 AAW Brief at 25:8 --- 2625.
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1 M NORTHWEST VALLEY TREATMENT FACILITY

2

3

4

5

6

7

8

9

1 0

1 2

Arizona-American has  a lready thoroughly discussed this  issue  in its  Brie f.44 There  is  one

overriding considera tion concerning the  a lloca tion of the  ra te  base  and expenses associa ted with

this  facility - the  a lloca tions  must be  consis tent in this  case  for the  Sun City West Wastewate r

dis trict and in Arizona-American's  pending Anthem/Agua  Fria  Wastewate r case  and toge the r

tota l l 00%.45 Othe rwise , Arizona -American could be  denied its  cons titutiona l right to recove r its

tes t-year expenses  and a  re turn on and of its  invested capita l. Only a  consis tent a lloca tion

be tween the  dis tricts  will assure  tha t a ll customers  pay the ir fa ir share  and tha t the  Company be

fa irly compensa ted for its  investment and expenses . Arizona-American supported Sta ff" s

recommenda tion to a lloca te  68% of this  facility's  cos ts  to the  Sun City West Wastewa te r dis trict

during the  hea ring. The  Commiss ion should re ject RUCO's  proposa l to a lloca te  a ll a ssocia ted

ra te  base  and 97.75% of expense  to this  district should be  re jected.

1 3 N COS T OF CAP ITAL

1 4 Arizona-American has  a lready thoroughly discussed this  issue  in its  Brie f.46 RUCO has

1 5 added nothing new tha t requires  additiona l reply.

1 6 0 R ATE  DE S IG N

1 7

1 8

1 9

20

2 1

RUCO's  recommendations regarding the  commercia l class  ra te  design should be  re jected.

The  commercia l class  a lready has  volumetric ra tes  for la rge  use rs  and Arizona-American's

proposa l to extend tha t to small commercia l use rs  (and e limina te  the  charges  for additiona l

dishwashers , toile ts , wash racks and washing machines) using meter s ize  equiva lents  is  much

superior to the  exis ting des ign.

44 AAW Brief a t 11:18 - 12:11, 26:6-13.
45 Docket No. WS-01303A-06-0403. Cus tomers  in tha t dis trict a lso receive was tewater trea tment services  from the
facility. See Tr. a t 642:23 647:l0, 801:19 - 803315,
46 AAW Brief a t 29:12 -- 3012, 34:20 - 35:13.
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For the  rea sons  given in its  Initia l Brie f and this  Reply Brie f, the  Commiss ion should se t

ra te s  to a llow Arizona-American to increase  its  revenues  by $1,493,529 for its  Sun City

Wastewa te r Dis trict and $1,271,824 for its  Sun City West Was tewa te r Dis trict. The  Commiss ion

should implement these  revenue  increases  using Arizona-American's  recommended ra te  design.

RES P ECTFULLY S UBMITTED on Nove mbe r 13, 2007.
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