
I

FROM:

TO:

DATE

RE:

Atta che d is  the  Supple me nta l S ta ff Re port for Groom Cre e k Wa te r Use rs  Associa tion's
applica tions for a  permanent ra te  increase  and a  financing approval. S ta ff recommends approva l
of its  ra te s  a nd cha rge s  a s  s hown in Re vis e d S che dule  BCA-4. S ta ff furthe r re comme nds
approva l of a lte rna te  financing.

Q\3\\Q\Nl\\_

EG] :BCA:tdp

Any pa rty who wishes  may tile  comments  to the  S ta ff Report with the  Commiss ion's  Docke t
Control by 4:00 p.m. on or be fore  July 17, 2008.

Originator: Brendan C. Aladi

Docket Control

Ernest Johnson
Dire ctor
Utilitie s  Divis ion

July 7, 2008

S TAFF REP ORT FOR GROOM CREEK WATER US ERS  AS S OCIATION
(DOCKET nos . W-01865A-07-0385 AND W-01865A-07-0384)

» /'

M E M O R A N D U M

Arizona Corporation Commission
DOCKETED

DOCKCTEH xi

JUL -7 2008

\

lllllll lllllll
0000079067

CJ

; =  ,
¢ 4

(a :  v

n.,

3

5
,~.
x

g

»f¢ »

Q.

'I
I



*i in

Service  Lis t for: Groom Creek Wate r Use rs  Associa tion
Docke t Nos . W-01865A-07-0385 and W-01865A-07-0384

Mr. Je rry D. Hodgson, Pres ident
Groom Creek Water Users  Associa tion
4209 South Ade line  Drive
Prescott, Arizona  86303

Mr. Robe rt Schulz
1075 East Wagon Wheel Drive
Prescott, Arizona  86303

Mr. Jona than S . Hoover
1615 Pa lmcrofr Drive  SE
Phoenix, Arizona  85007-1735

Mr. Dona ld P . Mulle r
4491 South Spur Lane
Prescott, Arizona  86303

Mr. Mohr a nd Ma ria n Cre e
1016 East Wagon Wheel Drive
Prescott, Arizona  86303

Ms . J a nice  Alwa rd
Chie f, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Ms . P a tty Be rry
1169 Marapai Road
Prescott, Arizona  86303

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

Ms . Ma ry E. Turbyfill
4168 Stagecoach Road
Prescott, Arizona  86303

Ms . Ma rjorie  Na va rro
1074 East Wagon Wheel Drive
Prescott, Arizona  86303

Ms . Lyn Fa rme r
Chie f, He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007



I :Lr

SUPPLEMENTAL STAFF REPORT
UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

GROOM CREEK WATER USERS ASSOCIATION
DOCKET nos. W-01865A-07-0385 & W-01865A-07-0384

APPLICATION
FOR A

PERMANENT RATE INCREASE
AND

FINANCING AUTHORITY

JULY 7, 2008



I

STAFF ACKNOWLEDGMENT

The Supplemental Staff Report for Groom Creek Water Users Association (Docket Nos. W-
01865A-07-0385 and W-01865A-07-0384) is the responsibility of the Staff members listed below.
Brendan C. Aladi is responsible for  the review and analysis of the permanent rate increase and
financing authority applications, Staffs revenue requirement, rate base, rate design, and debt service
capacity. Marlin Scott, Jr. is responsible for the engineering and technical analysis. Alfonso Amezcua
is responsible for reviewing customer complaints filed with the Commission.

Brendan C. Aladi
Public Utilities Analyst III

9/m4-
Marlin Scott, Jr.

Utilities Engineer

4
.=1

M\\
\ I
\T.a4 M113 r

AL so Amezcua
Public Utilit s Consumer la s t 11



l

EXECUTIVE SUMMARY
GROOM CREEK WATER USERS ASSOCIATION

DOCKET nos. W-01865A-07-0385 AND W-01865A-07-0384

On January 31, 2008, Staff docketed its Staff Report regarding the Groom Creek Water
Users Association ("Groom Creek" or "Association") requests for a permanent rate increase and
approval of financing. Groom Creek filed its objections to the Staff Report in a letter dated
February 11, 2008. On March 5, 2008, a procedural conference was held during which Staff and
Groom Creek representatives attempted to resolve their differences. Both parties agree that a
hearing would help resolve the differences and were hopeful that some issues could be resolved
prior to the hearing. As directed by a Procedural Order, dated March 18, 2008, Staff and the
Association filed a joint pleading on April 15, 2008, outlining the issues to which Groom Creek
and Staff had agreed. The Procedural Order also directed Staff to docket a written response to
the remaining unresolved issues raised in the Groom Creek's objections by April 30, 2008. A
subsequent Procedural Order, dated May 21, 2008, directed Staff to file a Supplemental Staff
Report and state if the parties are in agreement with the Staff recommendations before July 5,
2008. The hearing in these matters was continued from May 22, 2008 to July21, 2008, at 10:00
a.m. This report ("Supplemental Staff Report") presents Staff" s current position on the rate and
finance applications and discusses the unresolved issues.

Groom Creek is located approximately five miles southeast of Prescott,  in Yavapai
County. The Association provides water service to approximately 228 customers. It is not
located in an Active Management Area.

The Association proposed total operating revenue of $151,316, an increase of $94,184, or
164.9 percent over its test year revenue of $57,132. The Association's proposed revenue results
in an operating income of $106,992 for a 70.7 percent operating margin. The Association's
requested rates, as tiled, would increase the typical 5/8 X 3/4-inch meter residential bill with a
median usage of 1,532 gallons from $18.60 to $44.93, for an increase of $26.33 or 141.6 percent,
as  shown on Schedule BCA-5. The Association also requested authorization to obtain a
$500,000 line of credit at approximately 9.7 percent to finance replacement of mains, valves,
service lines and meters. At the hearing on May 15, 2008, Groom Creek acknowledged that its
ini t ia l  f ina nc ing r eques t  wa s  insu f f ic ient  t o  fund i t s  p la nned ca p i t a l  impr ovement s .
Subsequently, the Association submitted to Staff an engineering estimate for its most compelling
needs for $l,574,509.

Staff recommends total operating revenue of $222,369, an increase of $160,146, or 257.4
percent above the adjusted test year revenue of $62,223. Staffs recommended revenues would
result in an operating income of $176,843 for an operating margin of 79.5 percent and produce a
debt service coverage ratio ("DSC") of 1.25 on the current outstanding loan of $145,437 and a
new $1.6 million 20-year amortizing loan at 4.9 percent. Staffs recommended rates would
increase the typical 5/8 x 3/4-inch meter residential bill with a median usage of 1,532 gallons
from $18.60 to $66.85 per month, an increase of $48.25 or 259.4 percent, as shown on Schedule
BCA-5. Staffs recommended rates and service charges are presented in Revised Schedule
BCA-4 of this report.
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Staff reviewed the  prob acts  included in Me Associa tion's  $1,574,509 capita l improvement
estimate  and found them to be reasonable  and appropriate .

S ta ff concludes  tha t a  line  of credit is  an inappropria te  financia l ins trument to finance  the
propos e d long-te rm ca pita l improve me nts . Ra the r, S ta ff conclude s  tha t the  As s ocia tion's
is sua nce  of a  long-te rm a mortizing loa n of 18 to 30-ye a rs  for the  $1.6 Million e s tima te d cos t of
the  ca pita l improve me nts  a t a  ra te  not to  e xce e d 5.25 pe rce nt is  a ppropria te , is  within its
corpora te  P owe rs , is  compa tible  with the  public inte re s t, would not impa ir its  a bility to provide
services  and would be  consis tent with sound financia l practices .

S ta ffs  unde rs ta nding is  tha t the  As s ocia tion Boa rd me mbe rs  a re  in a gre e me nt with
Staff' s  recommendations for ra tes, charges and financing.

Staff recommends:

• Approva l of S ta ffs  ra te s  a nd cha rge s  a s  s hown in Re vis e d S che dule  BCA-4. In
a ddition to colle ction of its  re gula r ra te s  a nd cha rge s , the  As s ocia tion ma y colle ct
from its  cus tome rs  a  proportiona te  s ha re  of a ny privile ge , s a le s  or us e  ta x pe r
Commiss ion Rule  (14-2-409D.5).

Approva l of S ta ffs  S e rvice  Line  a nd Me te r Ins ta lla tion Charges as  shown in Table  C
of the  Revised Engineering Report (Attachment A).

• Authoriza tion of the  deprecia tion ra te s  shown in Table  B of the  Revised Enginee ring
Report (Attachment A) .

Tha t the  Commiss ion orde r Groom Creek to ma inta in its  re cords  in accordance  with
the  Na tiona l As s ocia tion of Re gula tory Utility Commis s ione rs  ("NARUC") Uniform
S ys te m of Accounts  ("US OA").

• Tha t the  Associa tion file  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
schedule  of its  approved ra te s  and cha rges  within 30 days  a fte r the  Decis ion in this
matte r is  issued.

• Tha t the  Associa tion inquire  of cus tome rs  tha t a re  not curre ntly re porte d a s  ha ving
pa id a dva nce s  whe the r the y ha ve  writte n docume nta tion showing the ir na me , da te ,

. If cus tome rs  ha ve  the
docume nta tion, the n the  As s ocia tion  s hould  a djus t its  re cords  a nd re fund the
cus tomers  the  amounts  due , ca lcula ted in accordance  with Commiss ion rule s  within
60 days. .

a nd a mount pa id for me te r a nd s e rvice  line  ins ta lla tions .

• Tha t the  Commiss ion authorize  Groom Creek to obta in an 18- to 30~yea  amortizing
loan for an amount not to exceed $1.6 million a t a  ra te  not to exceed 5.25 pe rcent to
fina nce  the  S ta ff re comme nde d ca pita l improve me nts  a nd to de ny the  re que s t for
authority to obta in a  $500,000 line  of credit.
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• Tha t a ny a uthoriza tion gra nte d in this  proce e ding to incur long-te rm de bt which
remains unused at December 31, 2012, terminate  on that date .

• Authoriz ing  Groom Cre e k to  e nga ge  in  a ny tra ns a ctions  a nd  to  e xe cu te
documents necessary to effectuate  the authorizations granted.

any

• Tha t a  copy of the  e xe cute d loa n docume nts  be  file d with Docke t Control, a s  a
Compliance  item in this  docket, within 60 days of the  execution of any transactions .

• Tha t Groom Cre e k s ubmit copie s  of a ll Approva ls  to Cons truct a nd Approva ls  of
Cons truction  a s  the y a re  obta ine d  from ADEQ for a ll pro je cts  cove re d  by th is
fina ncing.

• Tha t a ll Approva ls  of Cons truction be  submitte d to Docke t Control by no la te r tha n
December 31, 2010.
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RATE  CAS E

Fact Sheet

Companv:

Curre nt Ra te s : De cis ion No. 62619, da te d J une  9, 2000.
Type  of O wne rs h ip : As s oc ia tion

Loca tion: The  As s ocia tion is  loca te d a pproxim a te ly five  m ile s  s outhe a s t of P re s cott in  Ya va pa i
County, Arizona . The  As s ocia tion is  not loca te d in a n Active  Ma na ge m e nt Are a  ("AMA").

Rates :

P e rma ne nt ra te  incre a se  a pplica tion tile d: J une  25, 2007
Curre nt te s t ye a r e nde d; De ce mbe r 31, 2006
P rior te s t ye a r e nde d: De ce mbe r 31, 1998 (ra te  incre a se ).

Monthlv Charges  :

Curre nt
Ra te s

As s oc ia tion
P ropos e d

Ra te s

Staff
Recommended

Rates

Monthly Minimum Cha rge
5/8 x 3/4 - inch me te r

$14.00 $42.00 $50.00

Ga llons  in Minimum 0 1,000 0

Com m odity Cha rge :
0  to 3,000 ga llons  (pe r 1,000 ga llons )
3,001 to 6,000 ga llons  (pe r 1,000 ga llons )
6,001 to 10,000 ga llons  (pe r 1,000 ga llons )
Ove r 10,000 ga llons  (pe r 1,000 ga llons )

$3.00
$3.50
$4.00
$8.00

1,001 to 6,000 ga llons (per 1,000 ga llons)
6,001 to 10,000 ga llons (per 1,000 ga llons)
10,001 to 20,000 ga llons (per 1,000 ga llons)
Ove r 20,000 ga llons (per 1,000 ga llons)

$5.50
$8.00
$10.00
$12.00

0 to 3,000 ga llons (per 1,000 ga llons)
3,001 to 6,000 ga llons  (pe r 1,000 ga llons)
6,001 to 10,000 ga llons (per 1,000 ga llons)
Over 10,000 ga llons (per 1,000 ga llons)

$11.00
$13.00
$15.50
$31.00
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Tvpie a l re s ide n tia l b ill: Current
Rates

Associa tion
Proposed

Rates

S ta ff
Recommended

Rates

Average  use  (2,433 ga llons)
Median use  (1,532 ga llons)

$21.30
$18.60

$49.88
$44.93

$76.77
$66.85

Customers :

Number of cus tomers  in prior te s t yea r (l2/31/98): 215

Number of customers  in the  current tes t year (12/31/06): 228

Current test year customers by meter s ize :

5/8 X 3/4 .- inch 228

Seasonal customers: approximately 137 (60 percent)

Cus tomer notifica tion for financing applica tion sent: April 4, 2008

Customer notifica tion for ra te  applica tion filed: June  25, 2007

Number of customer compla ints  and/or opinions  concerning ra te /financing applica tions  filed: 107
(67 were  in favor of the  ra te  increase)

Percentage of complaints to customer base: 47%

S umma rv o f Filing

The  te s t ye a r re s ults  for Groom Cre e k Wa te r Us e rs  As s ocia tion ("Groom Cre e k" or
"As s ocia tion") , a s  a djus te d by the  Arizona  Corpora tion Commis s ion ("Comnlis s ion") Utilitie s
Divis ion ("S ta ff"), show tota l ope ra ting revenue  of $62,223 and an ope ra ting income  of $16,697
on a n Origina l Cos t Ra te  Ba se  ("OCRB") of $3l,757, for a n ope ra ting ma rgin of 26.83 pe rce nt,
as  shown in Schedule  BCA-l .

The  Associa tion's  proposed ra tes  would produce  tota l opera ting revenue  of $151,316 and
ope ra ting income  of $106,992, or a  70.71 pe rcent ope ra ting margin. The  Company's  proposed
ra te s  would increase  the  typica l re s identia l bill with a  median usage  of 1,532 ga llons  by $26.33,
from $18.60 to $44.93 per month, as  shown in Schedule  BCA-5.

S ta ffs  recommended ra tes  would increase  the  typica l 5/8 x 3/4-inch meter re s ide ntia l bill
with a  median usage  of 1,532 ga llons from $18.60 to $66.85 per month, an increase  of $48.25 or
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259.4 pe rcent, a s  shown on Schedule  BCA-5. S ta ff recommends  ra te s  tha t would produce  tota l
opera ting revenue  of $222,369, opera ting income of $176,843 and an opera ting margin of 79.53
percent.

Background

Groom Cre e k is  a n Arizona  As s ocia tion e nga ge d in the  bus ine s s  of providing wa te r
se rvices  in a reas  loca ted approximate ly five  miles  southeast of Prescott, in Yavapa i County. The
As s ocia tion re ce ive d its  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") in De cis ion No.
53067, da te d June  9, 1982. Groom Cre e k's  curre nt ra te s  we re  e s ta blis he d in De cis ion No.
62619, da ted June  9, 2000. Presently the  Associa tion has  one  Commiss ion-approved long-te rm
debt.

On  J une  25 , 2007 , Groom Cre e k tile d  bo th  a  fina nc ing  a pp lica tion  (Docke t No .
W-01865A-07-0384) and an applica tion for a  pe rmanent ra te  increase  (Docke t No. W-01865A-
07-0385). On J uly 25, 2007 S ta ff file d a  Le tte r of Ins ufficie ncy. S ta ff is s ue d a  Le tte r of
Sufficiency August 10, 2007. The  financing applica tion and the  applica tion for a  pe rmanent ra te
incre a se  we re  combine d pe r a  P roce dura l Orde r is sue d on Nove mbe r 30, 2007, a nd the  time
clock in this  ma tte r was  suspended. A subsequent Procedura l Order da ted December 27, 2007,
dire cte d S ta ff to tile  its  re port by J a nua ry 31, 2008. The  As s ocia tion provide d e vide nce  in its
Applica tion tha t cus tome rs  ha d be e n notifie d of the  filing of the  ra te  ca se  by ma il on June  25,
2007.

S ta ff docke te d its  initia l re port ("S ta ff Re port") re ga rding Groom Cre e k re que s ts  for a
pennanent ra te  increa se  and approva l of financing on Janua ry 31, 2008. Groom Creek filed its
obje ctions  to  the  S ta ff Re port in  a  le tte r da te d  Fe brua ry ll, 2008. On Ma rch  5 , 2008 , a
procedura l confe rence  was  he ld during which S ta ff and Groom Creek representa tives  a ttempted
to resolve  the ir diffe rences. Both parties  agreed tha t a  hearing would he lp resolve  the  diffe rences
a nd we re  hope ful tha t s ome  is s ue s  could be  re s olve d prior to the  he a ring. As  dire cte d by a
Procedura l Order, da ted March 18, 2008, S ta ff and the  Associa tion filed a  joint pleading on April
15, 2008, outlining the  is s ue s  to which Groom Cre e k a nd S ta ff ha d a gre e d. The  P roce dura l
Order a lso directed S ta ff to docke t a  written response  to the  remaining unresolved issues  ra ised
in the  Groom Creek's  objections  by April 30, 2008. S ta ff file d its  re sponse  on Ma y 13, 2008. A
subse que nt P roce dura l orde r, da te d Ma y 21, 2008, dire cte d S ta ff to file  a  S upple me nta l S ta ff
Report and s ta te  whe the r the  pa rtie s  were  in agreement with the  S ta ff recommenda tions  be fore
July 5, 2008, a nd the  he a ring wa s  continue d from Ma y 22, 2008 to July 21, 2008. This  re port
("S upple me nta l S ta ff Re port") p re s e n ts  S ta ffs  curre n t pos ition  on  the  ra te  a nd  fina nce
applica tions . S ta ff' s  unders tanding is  tha t the  Associa tion Board members  a re  in agreement with
Staff' s  current recommendations for ra tes, charges and financing.

Staffs  review revealed tha t the  Associa tion does not mainta in adequate  records and could
not produce  supporting documenta tion for its  plant additions  and re tirements . The  Associa tion's
re cordke e p ing  is  no t in  complia nce  with  the  Na tiona l As s ocia tion  o f Re gu la to ry Utility
Commiss ione rs  ("NARUC") Uniform S ys te m of Accounts  ("US OA). `
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Consumer Services

S ta ff re vie we d the  Commiss ion's  re cords  a nd found e ight compla ints  (one  billing, one
ne w se rvice , four qua lity of se rvice , a nd two de pos its ) a nd nine ty-nine  opinions  (s ixty-se ve n in
favor of ra te  increase  and thirty-two opposed to the  ra te  increase) for the  period January 1, 2004
to July 2, 2008.

Engineering Analvsis and Recommendations

S ta ff ins pe cte d the  As s ocia tion 's  pla nt fa cilitie s  on Augus t 21, 2007. A comple te
discuss ion of S ta ffs  technica l findings  and recommenda tions  and a  comple te  description of the
wa te r s ys te m a re  provide d in the  a tta che d Re vis e d Engine e ring Re port (Atta chme nt A) a nd
Enginee ring Memorandum (Attachment B).

Staff recommends tha t the  Associa tion use  Staff' s  deprecia tion ra tes  as  shown in Table  B
of the  Revised Engineering Report.

S ta ff re comme nds  a pprova l of S ta ffs  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  a s
shown in Table  C of the  Revised Engineering Report.

The  As s ocia tion  s ubmitte d  ADEQ docume nta tion  s ta ting  tha t the  As s ocia tion  is
de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive
Code , Title  18, Chapte r 4.

S ta ff recommends  tha t the  Associa tion file  a  backflow prevention ta riff in the  form found
on the  Commiss ion's  we bs ite  a t www.a zcc.gov/divis ions /utilitie s /forms /cross  c.pdf. The  ta riff
s ha ll be  docke te d a s  a  complia nce  ite m in this  docke t within 45 da ys  of the  e ffe ctive  da te  of
orde r in this  proceeding for review and ce rtifica tion by S ta ff.

Compliance

Groom Creek is  current on its  Utilitie s  and Corpora tions  annua l reports . Groom Creek is
a lso current on its  sa les and property tax payments.

De cis ion No. 62619, da te d June  9, 2000 a uthorize d the  Associa tion to colle ct $450 for
se rvice  line  and me te r ins ta lla tions . The  Associa tion had 215 cus tomers  a t the  end of 1998 and
curre ntly se rve s  a pproxima te ly 228 cus tome rs , a n incre a se  of 13 cus tome rs . The  Associa tion
reported a  ba lance  of $9,536 in the  me te r and me te r ins ta lla tion account and did not adjus t the
ba lance  down to $6,921 per the  prior Decis ion No. 62619.

The  Cha irma n of the  Associa tion a cknowle dge d tha t se rvice  line  a nd me te r ins ta lla tion
cha rges  had been collected prior to the  e lection of the  current Associa tion Board. The  s ta tus  of
re funds  to cus tomers  is  unknown and no records  rega rding re funds  were  ma inta ined. S ince  the
curre nt As s ocia tion Boa rd took office , Groom Cre e k ha s  colle cte d s e rvice  line  a nd me te r
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ins ta lla tion cha rge s  from two cus tome rs . A pa rtia l re fund ha s  be e n ma de  to one  of thos e
customers and no refund is yet due to the  second customer.

Rate Base

Sta ff' s  a djus tme nts  de cre a se d the  Associa tion's  propose d ra te  ba se  by $28,261, from
$60,018 to $31,757, a s  shown in S che dule  BCA-2, pa ge  1. De ta ils  of S ta ffs  a djus tme nts  a re
discussed below.

P la nt In S e rvice .- Adjus tme nt A re cla s s ifie s  the  pla nt in se rvice  to re fle ct the  ba la nce s
a uthorize d in the  prior ra te  ca se , De cis ion No. 62619, a s  the  be ginning ba la nce s  a nd ma ke s
a djus tme nts  to re move  uns upporte d pla nt a dditions  a nd re tire me nts  s ince  the  la s t te s t ye a r
through the  e nd of the  curre nt te s t ye a r tota ling $13,364. Adjus tme nt B a dds  $400 to P owe r
Opera ted Equipment to re flect the  tota l of invoices  supporting plant additions .

Accumula te d De pre cia tion - Adjus tme nt C incre a s e s  Accumula te d De pre cia tion by
$20,279, from $237,630 to $257,909, a s  shown in schedule  BCA-2, page  3. S ta ff ca lcula ted its
ba la nce  by be ginning with the  ba la nce s  a uthorize d in the  prior ra te  ca s e  a nd a pplying the
authorized deprecia tion ra tes to Staff s  recommended plant ba lances for the  intervening years.

Working Ca pita l - Adjus tme nt D provide s  a  ca s h working ca pita l a llowa nce  of $4,982
ba s e d on the  formula  me thod. The  formula  me thod re cognize s  one -e ighth of the  ope ra ting
e xpe nse s  e xcluding de pre cia tion, ta xe s , purcha se d powe r e xpe nse s  plus  one  twe nty-fourth of
purchased power expenses . Groom Creek did not cla im a  cash working capita l a llowance .

Operating Income Statement

. S ta ffs  a djus tme nts  incre a se d the  Associa tion's  propose d ope ra ting income  by $3,889,
from $12,808 to $l6,697, a s  shown in Schedule  BCA-3 page  1. De ta ils  of S ta ffs  adjus tments  to
operating revenues and expenses are discussed below.

Operating Revenue

Mete red Wa te r Revenue - Adjus tme nt A incre a s e s  me te re d re ve nue  by $5,091, from
$55,902 to $60,993, to re flect the  revenue  genera ted by the  te s t yea r billing de te rminants  in the
As s ocia tion's  filing.

Operating Expenses

S ta ffs  a djus tme nts  to ope ra ting e xpe ns e s  re s ulte d in a  ne t incre a s e  of $1,201, from
$44,324 to $45,526.

Purchased Power - Adjus tment B decreases  this  account by $50, from $3,501 to $3,451,
to reflect the  aggregate  of the  test year purchased power invoices.
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Repair and Maintenance  Expense - Adjus tment C increases  this  account by $1,316, from
$2,426 to $3,742, to recognize the  tota l of the  test year supported expenses.

Office Supplies Expense - Adjustment D decreases this account by $592, from $1,388 to
$796, to reflect the total documented test year expenses.

Outs ide  Se rvices .- Adjus tme nt E incre a s e s  this  a ccount by $6,365, from $20,171 to
$26,536. This  a djus tme nt re move s  a n  uns upporte d  a mount of $60, re cognize d a  $252
reclass ifica tion from water tes ting expense , recognizes  an additiona l $3,071 for the  annua liza tion
of a ccounting se rvice  cos ts  from 8 to 12 months , a nd re cognize s  a n a dditiona l $3,102 for the
annualiza tion of water opera tor costs  from 8 to 12 months .

Water Testing -.- Adjustment F reduces water testing expense by $252, from $2,208 to
$1,956, to reclassify contracted operator expenses to Outside Services as discussed in the
attached Revised Engineering Report.

Deprecia tion Expense - Adjus tment G decreases  this  account by $4,008, from $4,871 to
$863, a s  s hown on S che dule  BCA-3, pa ge s  1 a nd 3. This  a djus tme nt re fle cts  a pplica tion of
Staff" s  recommended deprecia tion ra tes as shown in Table  B of the  Engineering Report to Staff' s
recommended depreciable  plant balances on a  going fowvard basis.

Income Tax Expense - Adjustment H decreases  this  account by $1,578 from $1,578 to $0
to re move  income  ta x e xpe ns e  cla ime d for which the  As s ocia tion s hould not be  lia ble . The
As s ocia tion ha s  re ce ive d confirma tion tha t it is  e xe mpt from Fe de ra l income  ta x unde r the
Inte rna l Revenue  Code , Section 501 (c) (12).

Revenue Requirement

Sta ff re comme nds  tota l ope ra ting re ve nue  of $222,369, a  $160,146 or 257.74 pe rce nt
incre a se  ove r the  S ta ff a djus te d te s t ye a r ope ra ting re ve nue  of $62,223. S ta ffs  re comme nde d
re ve nue  provide s  a n ope ra ting income  of $176,843 a nd ope ra ting ma rgin of 79.53 pe rce nt a s
s hown in S che dule  BCA-1. S ta ff' s  re comme nde d re ve nue  produce s  a  pro forma  1.25 De bt
Se rvice  Cove rage  ("DSC") on the  current outs tanding loan of $145,438 and a  new $1.6 million
20-ye a r a mortizing loa n a t 4 .9  pe rce nts , a nd it would  provide  s ufficie nt ca s h  flow for a ll
obliga tions .

Rate Design

Revised Schedule  BCA-4 presents  a  comple te  lis t of the  Associa tion's  present, proposed,
and Staffs recommended ra tes and charges.

2 The $1.6 Million loan is  discussed below.
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The  present ra te  des ign is  an inve rted, four-tie r commodity ra te  s tructure  with breakover
points  a t 3,000, 6,000 and 10,000 ga llons  for a ll mete r s izes  with no ga llons  in the  minimum.

The  As s ocia tion propos e s  to continue  us e  of a  four-tie r ra te  s tructure . Howe ve r, the
proposed ra te  s tructure  ha s  breakove r points  a t 6,000, 10,000 and 20,000 ga llons  for a ll me te r
s ize s  with 1,000 ga llons  in the  minimum. The  Associa tion's  propose d ra te s  would incre a se  the
me dia n us a ge  (1,532 ga llon) 5/8 x 3/4-inch me te r re s ide ntia l cus tome r's  bill from $18.60 to
$44.93, an increase  of $26.33 or 141.6 percent.

S ta ff re comme nds  a  four-tie r, inve rte d ra te  s tructure  for 5/8 x 3/4-inch a nd 3/4-inch
me te rs  a nd a  two-tie r, inve rte d ra te  s tructure  for la rge r me te rs . Curre ntly, a ll cus tome rs  a re
se rved by 5/8 x 3/4-inch mete rs . The  breakover points  for 5/8 x 3/4-inch and 3/4-inch mete rs  a re
a t 3,000, 6,000 a nd 10,000 ga llons . The  bre a kove r points  for la rge r me te rs  incre a se  with s ize .
Staffs  recommended ra tes  would increase  the  median usage  (1,532 ga llons) 5/8 x 3/4-inch meter
residentia l customer's  bill from $18.60 to $66.85, an increase  of $48.25 or 259.4 percent.

The  Associa tion proposes  new se rvice s  line  and me te r ins ta lla tion cha rges  a s  shown in
Revised Schedule  BCA-4. S ta ff recommends  approva l of the  "tota l" cha rges  a s  shown in Table
C of the  Re vis e d Engine e ring Re port, with s e pa ra te  cha rge s  for the  s e rvice  line  a nd me te r
portions .

$75.
The  Associa tion proposes  to increase  se rvice  charges  for Establishment Fee  from $10 to

Staff finds $30 to be  a  reasonable  and nonna charge and recommends it.

The  Associa tion proposes  no se rvice  cha rge  for Es tablishment (Alte r hours ). S ta ff finds
$40 to be a  reasonable and normal charge and recommends it.

The  Associa tion proposes to increase  service  charges for Reconnection (de linquent) from
$10 to $50. Staff finds $30 to be a  reasonable  and normal charge and recommends it.

The  Associa tion propose s  to incre a se  Me te r Te s ts  (if corre ct) from $7.50 to $25. S ta ff
finds $25 to be a  reasonable  and normal charge and recommends it.

The  Associa tion propose s  to incre a se  se rvice  cha rge s  for Re -e s ta blishme nt (Within 12
months ) from $14 to $75. S ta ff re comme nds  a  cha rge  e qua l to the  monthly minimum cha rge
times the  number of months  off the  system, per A.C.C. R14-2-403 D.

The  Associa tion proposes  to increase  non-sufficient funds  ("NSF") cha rges  from $25 to
$40. Staff finds $25 to be  a  reasonable  and normal charge  and recommends it.

The  Associa tion propose s  to incre a se  De fe rre d P a yme nts  (pe r month) iron $5 to $10.
Staff finds 1.50 percent of the  monthly outstanding balance  to be  a  reasonable  and nonna charge
and recommends it.

I l Ill
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The  Associa tion propose s  to incre a se  Me te r Re -re a ds  (if corre ct) from $5 to $25. S ta ff
finds $25 to be a  reasonable  and normal charge and recommends it

The  Associa tion propose s  to incre a se  la te  pa yme nt cha rge -pe r month from $0' to $10
Staff finds 1.50 percent of the  monthly outstanding balance  to be  a  reasonable  and normal charge
and recommends it

Staff Recommendations - Rates

Staff recommends

Approva l of S ta ffs  ra te s  a nd cha rge s  a s  s hown in Re vis e d S che dule  BCA-4. In
a ddition to colle ction of its  re gula r ra te s  a nd cha rge s , the  As s ocia tion ma y colle ct
from its  cus tome rs  a  proportiona te  s ha re  of a ny privile ge , s a le s  or us e  ta x pe r
Commiss ion Rule  (14-2-409D.5)

Approva l of S ta ffs  Se rvice  Line  and Me te r Ins ta lla tion Cha rges  a s  shown in Table  C
of the  Revised Engineering Report (Attachment A)

Authoriza tion of the  deprecia tion ra te s  shown in Table  B of the  Revised Enginee ring
Report

Tha t the  Commiss ion orde r Groom Creek to ma inta in its  re cords  in accordance  with
the  Na tiona l As s ocia tion of Re gula tory Utility Commis s ione rs  ("NARUC") Uniform
S ys te m of Accounts  ("US OA")

• Tha t the  Associa tion tile  with Docke t Control, a s  a  complia nce  ite m in this  docke t, a
s che dule  of its  a pprove d ra te s  a nd cha rge s  within 30 da ys  a fte r a  De cis ion in this
matte r is  issued

• Tha t the  Associa tion inquire  of cus tome rs  tha t a re  not curre ntly re porte d a s  ha ving
pa id advances , whe the r they have  written documenta tion showing the ir name , da te
a nd a mount pa id for me te r a nd s e rvice  line  ins ta lla tions . If cus tome rs  provide  the
docume nta tion, the n the  As s ocia tion s hould  a djus t its  re cords  a nd re fund the
cus tomers  the  amounts  due . ca lcula ted in accordance  with Commiss ion rule s . within
60 days

Application indicates  a  la te payment charge of $5, the tiled tariff schedule shows no la te payment charge
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FINANCING

In tro d u c tio n

On J une  25, 2007, Groom Cre e k file d a  fina ncing a pplica tion with the  Commis s ion
re que s ting a uthoriza tion to obta in a  line  of cre dit in the  a mount of $500,000 for a  wa te r ma in
replacement prob e t.

The  As s ocia tion 's  origina l e ngine e ring cos t e s tima te  for a ll of the  propos e d ca pita l
improve me nts  wa s  $2,974,952. The  cos t e s tima te  for the  firs t pha se , which S ta ff found to be
reasonable  and appropriate , was $491,134.

At the  he a ring on Ma y 15, 2008, Groom Cre e k a cknowle dge d tha t its  initia l fina ncing
request was  insufficient to fund its  planned capita l improvements . Subsequently, the  Associa tion
s ubmitte d  to  S ta ff a n  e ngine e ring  e s tima te  for its  mos t compe lling  ne e ds  which  to ta le d
$1,574,509. S ta ff finds  the se  ca pita l improve me nts  a nd e s tima te d cos ts  to be  re a sona ble  a nd
appropria te . A p rima ry co mp o n e n t o f S ta ff's  re ve n u e  re q u ire me n t p re s e n te d  in  th is
S upple me nta l S ta ff Re port is  the  de bt s e rvice  re quire me nt of a  loa n re quire d to fund the s e
prioritized capita l improvements . Specifica lly, S ta ff deve loped a  revenue  requirement sufficient
to provide  debt se rvice  on a  $1.6 million 20-year amortizing loan a t 4.9 percent per annum.

Public  Notice

On Ma rch 31, 2008, Groom Cre e k ma ile d  notice  to  its  cus tome rs  of the  fina ncing
a pplica tion. Notice  wa s  publishe d in the  P re scott Da ily Courie r on March 30 and 31, 2008, and
a  corre cte d notice  wa s  publis he d on April 3 a nd 4, 2008. Groom Cre e k pla ns  to ma il e a ch
cus tome r a  re vise d notice  with S ta ffs  re ve nue , ra te  a nd fina ncing re comme nda tions  from this
Supplementa l S ta ff Report on July 7, 2008.

Purpose and Terms of the Proposed Financing

The  Associa tion is  reques ting a  line  of credit approva l in the  amount of $500,000 a t 9.75
percent inte res t for a  wa te r dis tribution main replacement prob e t tha t will consis t of:

Replacement of a ll Transite  pipes  with PVC.
Ins ta lla tion of ga te  va lves  and blow-off va lves .
Replacement of a ll exis ting se rvice  lines . ,
Replacement of Water Meters .
Ins ta lla tion of 43 remaining se rvice  taps  for future  se rvices .

•

•

•

•

•

4 Staff believes that Groom Creek's Board of Director's supports Staff's recommendation for a $1 .6 million loan and
related capital improvement plan, but the Association has not filed a change to its initial request. These funds are
for water mains, a storage tank and booster system (Refer to the Engineering Memorandum, Attachment B for
detail).
5 According to the Association's February ll, 2008, objection letter, it has a quote at 8 percent.
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The  Associa tion is  proposing to increase  s torage  tank capacity and insta ll fire  hydrants  on
the  new dis tribution ma ins

Engineering Ana lys is

S ta ff e xa mine d the  firs t pha s e  of the  initia l cons truction pla ns  a nd e s tima te d cos t of
$491,134 for the  Groom Cre e k's  cons truction proje cts  a nd found the m to be  re a s ona ble  a nd
appropria te . As  previous ly noted, a t the  hea ring on May 15, 2008, Groom Creek acknowledged
tha t its  initia l fina ncing re que s t wa s  insufficie nt to fund its  pla nne d ca pita l improve me nts  a nd
submitted to S ta ff an enginee ring es tima te  for its  primary needs , tota ling $l,574,509. S ta ff finds
the s e  ca pita l improve me nts  a nd e s tima te d cos ts  to  be  re a s ona ble  a nd a ppropria te . The
Engineering Memorandum (Attachment B) provides  de ta ils  for these  construction projects . S ta ff
ma ke s  no "us e d a nd us e ful" de te rmina tion of the  propos e d pla nt a nd no pa rticula r future
treatment should be  inferred for ra te-maldng or ra te  base  purposes

Financ ia l Ana lvs is

S ta flf"s  a na lys is  is  ba se d on Groom Cre e k's  fina ncia l s ta te me nts  da te d De ce mbe r 31
2006. The  financia l ana lys is  shown in Schedule  BCA-6 pre sents  se lected financia l infonna tion
from the  financia l s ta tements  and the  pro forma  e ffect of a  new $1.6 million, 20-yea r amortizing
loan a t 4.9 percent per annum combined with Staff"s  recommended revenues and expenses from
the  ra te  case . Schedule  BCA-6 a lso shows the  capita l s tructure  and both debt se rvice  coverage
("DSC") and times  inte re s t e a rned ("TIER") ra tios

Ca p ita l S truc tu re

As of December 31, 2006, Groom Creek's  capita l s tructure  consis ted of 3.7 percent short
te rm debt, 77.8 pe rcent long-te rm debt, and 18.4 pe rcent equity. Groom Creek's  drawing of the
e ntire  propose d loa n of $1.6 million would re sult in a  pro forma  ca pita l s tructure  comprise d of
3.2 pe rce nt short-te rm de bt, 94.9 pe rce nt long-te rm de bt a nd 1.9 pe rce nt e quity a s  shown in
Schedule  BCA-6

Interest and Debt Service Coverage

Sta ff a lso examined the  e ffects  of the  proposed financing on the  Associa tion's  TIER and

DS C re pre s e nts  the  numbe r of time s  inte rna lly ge ne ra te d ca s h (i.e ., e a rnings  be fore
inte re s t, income  ta x, de pre cia tion a nd a mortiza tion e xpe ns e s ) cove rs  re quire d principle  a nd
inte re s t pa yme nts  on de bt. A DS C gre a te r tha n 1.0 me a ns  ope ra ting ca sh flow is  sufficie nt to
cover debt obliga tions

TIER represents  the  number of times earnings before  income tax expense  covers  interest
expense  on short-te rm and long-term debt. A TIER grea ter than 1.0 means tha t opera ting income
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is  grea te r than inte rest expense . A TIER less  than 1.0 is  not susta inable  in the  long te rm but does
not necessarily mean tha t debt obliga tions cannot be  met in the  short te rm.

Schedule  BCA-6 shows tha t for the  year ending December 31, 2006, Groom Creek had a
2.24 TIER a nd a  1.21 DSC. The  pro forma  a na lys is  shows  tha t S ta ff' s  re comme nde d re ve nue
with a  fully dra wn $1.6 million 20-ye a r, 4.9 pe rce nt a mortizing loa n re sults  in a  pro forma  2.09
TIER a nd 1.25 DS C. The  pro forma  TIER a nd DS C s how tha t Groom Cre e k would ha ve
adequate  cash flow to meet a ll obliga tions, including the  proposed debt.

Conclusions and Recommendations - Financing

S ta ff concludes  tha t a  line  of credit is  an inappropria te  financia l ins trument to finance  the
proposed long-tenn capita l improvements . S ta ff furthe r concludes  tha t is suance  of a  long-te rm
a mortizing loa n of 18 to 30-ye a rs  for the  $1.6 million e s tima te d cos t of the  firs t pha se  ca pita l
improve me nts  a t a  ra te  not to  e xce e d 5 .25 pe rce nt is  a ppropria te , within  Groom Cre e k's
corpora te  Powers , is  compa tible  with the  public inte re s t, would not impa ir Groom Creek's  ability
to provide  se rvices  and would be  consis tent with sound financia l practices .

S ta ff re comme nds  tha t the  Commiss ion a uthorize  Groom Cre e k to obta in a n 18- to 22-
ye a r a mortizing loa n for a n a mount not to e xce e d $1.6 million a t a  ra te  not to e xce e d 5.25
percent to finance  the  S ta ff recommended capita l improvements  and tha t the  Commiss ion deny
the  request for authority to obta in a  $500,000 line  of credit.

S ta ff furthe r recommends  tha t any authoriza tion granted in this  proceeding to incur long-
term debt which remains unused a t December 31, 2012, terminate  on that date .

S ta ff furthe r recommends authorizing Groom Creek to engage  in any transactions  and to
execute any documents necessary to effectuate  the authorizations granted.

S ta ff furthe r re comme nds  tha t a  copy of the  e xe cute d loa n docume nts  be  file d with
Docke t Control, a s  a  Complia nce  ite m in this  docke t, within 60 da ys  of the  e xe cution of a ny
transactions.

RES P ONS E TO THE AS S OCIATIONS  OBJ ECTIONS

The  Associa tion's  le tte r, da ted Februa ry ll, 2008, specifying objections  to the  S ta ff Report
enumera tes  five  issues  a s  follows: 1) financing type , 2) ra te s /revenues , 3) tax exempt s ta tus , 4)
service  line  and meter insta lla tion charges, and 5) inconsis tencies  in service  charges be tween the
narra tive  and schedules . S ta ff's  unde rs ta nding is  tha t a ll of the  is sue s  a re  re solve d a nd tha t
Groom Cre e k is  in a gre e me nt with re comme nda tions  ma de  in the  S upple me nta l S ta ff Re port.
Item nos . l and 2 a re  re solved by agreement on the  amount and type  of financing, the  revenue
requirement necessary to provide  adequate  debt service  and the  ra te  design. Item no. '3 regarding
the  As s ocia tion 's  ta x e xe mpt s ta tus  wa s  not a  d is pute d  ite m, a nd the  a tta chme nt to  the
Associa tion's  objection le tte r confirms its  tax exempt s ta tus . Item no. 4 rega rding me te r line  and
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se rvice  ins ta lla tion cha rges  was  re solved by joint agreement be tween S ta ff and the  Associa tion
a s  note d in S ta ff's  April 15, 2008, ple a ding. The  re comme nde d cha rge s  a re  shown in Re vise d
S che dule  BCA-4. Ite m no. 5 is  re s olve d by this  S upple me nta l S ta ff Re port tha t corre cts  the
inconsis tencies  in se rvice  charges  be tween the  na rra tive  and the  schedules . The  correct se rvice
charges are  presented in Revised Schedule  BCA-4.

. 1

The  As s ocia tion's  obje ction le tte r re que s te d tha t copie s  of cus tome r compla ints  a nd
opinions  be  forwarded to  it.  S ta ff has  provided a  copy of a ll compla ints  to the  Associa tion, and
opinions regarding the  ra te  applica tions a re  posted on the  Commission's  web s ite .
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Groom Creek Water Users Association
Schedule BCA-1

Docket No. W-01865A-07-0385 a.07-0384
Test Year Ended December 31, 2006

Present Rates - - Proposed Rates --

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses:
Operation and Maintenance
Depreciation
Properly & Other Taxes
Income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D.

Rate of Return - O.C.L.D.

Times interest Earned Ratio (Pre-Tax)

Debt Service Coverage Ratio (Pre-Tax)

Operating Margin

NOTES1 1. The times interest earned ratio (TIER) represents the ability of the
Company to pay interest expenses before taxes.

2. Operating Margin represents the proportion of funds available to
pay interest and other below the line or non-ratemaking expenses.
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Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Schedule BCA-2
Page 1 of 3

staff

Plant in Service

- Original Cost -
Company Adjustment

($12,964) A,B$296,908 $283,944

Less:
Acc um. Depreciation 237,630 20,279 C 257,909

Less:
Plant Advances
Accumulated Deferred Income Taxes

$0
0

$0
0

$0
0

Total Advances $0 $0 $0

$0 $0 $0
Contributions Gross
Less:
Amortization of CIAC 0 0 0

Net CIAC $0 $0 $0

Plus:
1/24 Power $0 $144 D $144

0 4,839 D 4.839
1/8 Operation 8= Mains.

Inventory 0 0 0

Prepayments 740 0 740

Explanation of Adjustment:

A - Refer to Schedule BCA-2, Page 2.

B - Refer to Schedule BCA-2, Page 2.

C - Refer to Schedule BCA-2, Page s.

To provide cash working capital allowance based on the formula
method.



Groom Creek Water Users Association
Docket No, W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Schedule BCA-2
Page 2 of 3

Company
Exhibit Adjustment

Staff
Adjusted

A

A

A
A
A
A
A
A
A

A

A

301 Organization
302 Franchises
303 Land & Land Rights
304 Structures & Improvements
307 Wells & Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Standpipes
331 Transmission & Distribution Mains
333 Services
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equipment
340 Office Furniture & Equipment
341 Transportation Equipment
343 Tools Shop & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
34B Other Tangible Plant
105 C.W.LP.

$0
0

1B,0D0
8.953

14,90B
25,331

D
56,515
94,871

0
9,535

0
0

50,158
710

0
7,ss0

0
10,576

0
0
0
0

$12,579
0

(8,000)
(321)

(5,770)
(18,670)

72B
(11 ,454)
33,152
29,795
(2,615)

0
o

(48,245)
734

0
(5,777)

0
4,900

D
0
0
0

A,B

$12,579
0

12,000
8.632
9,13a
a,ee1

728
451061

127,823
29,795
6.921

0
0

3.913
1,444

0
1.773

0
15,476

0
0
0
0

T OT AL S $296,905 s (12,954)

Explanation of Adjustment:

To reclassify the plant in service to reflect the balances authorized in the prior rate
case (Decision No. 52519) as the beginning balances and lo remove unsupported
additions and retirements through the end of the test year.

(46,245)
734

(5,777)

Adjustments for plant additions and retirements are as follows:
Account # Adjustments

301 $ 12,579
302 $ .
303 s (6,000)
304 $ (321)
307 $ (5,770)
311 s (1 B,570)
320 s 72B
330 s (11,454)
331 s 33,152
333 $ 29,795
334 $ (2,515)
335 $ -
336 $
339 s
340 $
341 $
343 $
344 $
345 $
345 s
347 $
348 $
105 $
Total $

4,500

(13,364)

A.

B - To recognize $400 of invoices supporting plant additions.



ACCUMULATED DEPRECIATION

Groom Creek Water Users Association
Docket No. W-01865A-07~0385 a. 07-0384
Test Year Ended December 31, 2006

Schedule BCA-2
Page 3 of 3

Amount

Accumulated Depreciation -
Accumulated Depreciation -

Per Company
Per Staff

$237,530
257,909 C

Total Adjustment

Explanation of Adjustment:

C Staff calculated accumulated depreciation using the balances authorized
in the prior rate case (Decision No. 62619) as the beginning balances and
applying the authorized depreciation rates to Staff's recommended plant
balances for the intervening years.

ACCT
Staff Company Staff
Calculated Application Adjustment
$ 7,698 $ $ 7,698

8,953
11 ,402
25,331

55,784
81,925

8,632
9,138
8,661

728
45,061

127,823
29,795
6,921 9,536

(321)
(2,264)

(16,670)
728

(10,723)
45,898
29,795
(2,615)

3,913
1,444

37,876
527

(33,963)
9th

No. Description
301 Intangibles
303 Land and Land Rights
304 Structures and Improvements
307 Wells and Srings
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Standpipes
331 Transmission and Distribution Mains
333 Services
334 Meters and Meter Installation
335 Hydrants
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Fixtures
341 Transportation Equipment
343 Tools and Work Equipment
345 Power Operated Equipment
346 Communications Equipment
348 Other Tangible Plant
105 C.W.l.P.

Total

1,773
6,322

2.518
3,777

(745)
2,545

r
J

j

$ 257,909 $237,630 $ 20,279



- |IPERATING INCOME/ LOSS $12,808 3,8

Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Revenues:
461 Metered Water Revenue
460 Unmetered Water Revenue
474 Other Water Revenues

Operating Expenses:
601 Salaries and Wages
610 Purchased Water
615 Purchased Power
618 Chemicals
620 Repairs and Maintenance
621 Office Supplies a. Expense
630 Outside Services
635 Water Testing
641 Rents
650 Transportation Expenses
657 Insurance - General Liability
659 Insurance - Health and Life
666 Regulatory Com misssion Expense -
675 Miscellaneous Expense
403 Depreciation Expense
408 Taxes Other Than Income
408.11 Property Taxes
409 Income Tax

Total Operating Revenue

Total Operating Expenses

Rate Case

Company
Exhibit

$55,902
0

1 ,230

$57,132

$44,324

$0
0

3,501
0

2,426
1,388

20,171
2,208

0
0

1 ,460
0
0

4,220
4,871

0
2,502
1,578

Staff
Adjustments

$5,091
0
0

$5,091

$1,201

$0
0

(50)
0

1,316
(592)

6,s6s
(252)

0
0
0
0
0

(0)
(4,008)

0
0

(1 ,578)

Schedule BCA-3
Page 1 of 4

C
D
E
F

Staff
Adjusted

$60,993

»

$0
0

3,451
0

3,742
796

26,536
1,956

0
0

1 ,460
0
0

4,220
863

0
2,502

1 ,230

Other
419
421
427
426

Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Miscellaneous Non-Utility Expense

$5,330
0

7,910
0

$0
0
(0)
0

$4,590
0

7,910
0

Total Other Income/(Expense) ($2,580) $0 ($3,320)

NET INCOME/(LOSS) $10,228 $3,889

A

B

G

H

2

0

0



4

Groom Creek Water Users Association Schedule BCA-3
Page 2 of 4Docket No. W-01 B65A-07-0-85 a 07-0384

Test Year Ended December 31, 2006

A METERED WATER REVENUE - Per Company
Per Staff

$55,902
60,993 $5,091

To reflect the revenue generated by the test year billing
determinants.

B PURCHASED POWER - Per Company
Per Staff

$3,501
3,451 ($50)

To reflect the aggregate of the test year purchased power
invioces.

C REPAIRS AND MAINTENANCE ..
Per Staff

Per Company $2,426
3,742 $1,316

To recognize the total of the test year supported expenses.

D OFFICE SUPPLIES 8~ EXPENSE - Per Company
Per Staff

$1 ,388
796 ($592)

To reflect the documented test year expenses.

E OUTSIDE SERVICES - Per Company
Per Staff

$20,171
26,536 $6,365

To remove an unsupported amount of $60, to add $252
for reclassification from water testing expense, to add $3,071 and
$3,102 for annuaiizations of accounting costs and water operator
services, respectively.

F WATER TESTING - Per Company
Per Staff

$2,208
1,956 ($252)

To reclassify invoices to outside services.



DESCRIPTION

Plant In
Service
Per Staff

Nor Depreciable
or Fully Depreciated

Plant

Depreciable
Plant

Col A - Col B'
Depreciation

Rate

Depreciation
Expense

(Col C X Col D)

9

Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Schedule BCA-3
Page 3 of 4

G DEPRECIATION - Per Company
Per Staff

To reflect application of Staff's recommended depreciation rates to
Staff's recommended plant, by account.

$4,871
863 ($4,008)

Pro Forma Annual Depreciation Expense:

Operating Income Adjustment G - Test Year Depreciation Expense
[Al rel [Cl rm [E]

$12,579 $ $ 12,579 314

12,000
8,632
9,138

12,000
8,632
9,138

8,661
728

45,061
127,823

29,795
6,921

8,661
728

45,061
127,823
29,795

6.921

3,913
1,444

3,913
1,444

1.773
15,475

1,773
4,500 10,976

2.50% $
0.00%
0.00%
3.33%
3.33%
5.00%

12.50%
3.33%
2.22%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%

20.00%
5.00%
5.00%

10.00%
549

301 - Intangibles
302 - Franchise Cost
303 - Land and Land Rights
304 - Structures and Improvements
307 - Wells & Spring
310 - Power Generation Equip.
311 - Electric Pumping Equipment
320 - Water Treatment Equipment
330 - Distribution Resrvr & Standpipe
331 - Transmission & Distr. Mains
333 - Services
334 - Meter
335 Hydrants
339 - Other Plant & Misc Equipment
340 - Office Furniture and Fixtures
341 - Transportation Equipment
343 - Tools & Work Equipment
345 - Power Operated Equipment
347 - Miscellaneous Equipment
Total Plant $283,944 $260,389 $23,555 $863

3.66%
Composite Depreciation Rate (Depr Exp I Depreciable Plant):
CIAC:
Amortization of CIAC (Line 25 x Line 26):

$
$

863

863

Depreciation Expense Before Amortization of CIAO:
Less Amortization of CIAC:

Test Year Depreciation Expense - Staff:
Depreciation Expense - Company:

an

$
$
$
$ 4,871

l l

n



Staff's Total Adjustment:
$ (4,008)

Groom Creek Water Users Association
Docket No. W-01865A-07-0385 a 07-0384
Test Year Ended December 31, 2006

Schedule BCA-3
Page 4 of 4

H INCOME TAX - Per Company
Per Staff

To remove income tax expense claimed for which Company is not liable.
Company has applied for and received income tax exemption under
the Internal Revenue Code, Section 501 ( C ).

$1,578
0 ($1 ,578)



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31 , 2006

Revised
Schedule BCA-4

Page 1 of 4

Present -Proposed Rates-

StaffMonthly Usage Charge

5/8" X 3/4" Meter
3/4" Meter

1" Meter
kw Meter

2" Meter
3" Meter
4" Meter
6" Meter

Rates

$14.00
17.25
28.75
57.50
02.00

172.50
287.50
575.00

Association

$42.00 Q
N1A E
NIA
N/A 8
N/A 8
N/A 8
N/A E
N/Ag

Gallons in Minimum 0.00 1,0o0

Company Current & Staff Recommended 5/8 X 3/4-inch Meters
First Tier - 0 - 3,000 gallons 3.00
Second Tier - 3,001 - 6,000 gallons 3.50
Third Tier - 6,001 - 10,000 gallons 4.00
Fourth Tier - Over 10,000 gallons 8.00
Company Proposed 5/8 X 3/4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Comoanv Current & Staff Recommended 3/4-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Company Proposed 3/4-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons

5.50
8.00

10.00
12.00

Comnanv Current 1-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons

3.00
3.50
4.00
8.00



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Revised
Schedule BCA-4

Page 2 of 4

Present -Proposed Rates-

Rates Association StaffMonthly Usage Charge
Comoanv Proposed 1-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 1-inch Meters
First Tier - 0 - 12,000 gallons
Second Tier - Over 12,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Comoanv Current 1.5-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Company Proposed 1.5-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 .. 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 1.5-inch Meters
First Tier - 0 - 18,000 gallons
Second Tier - Over - 18,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Comoanv Current 2-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Comoanv Proposed 2-inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 2-inch Meters
First Tier - 0 - 25,000 gallons
Second Tier - Over - 25,000 gallons

5.50
8.00

10.00
12.00



Groom Creek Water Users Association
Docket No. w-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Revised
Schedule BCA-4

Page 3 of 4

Present -Proposed Rates-
Rates Association Staff

3.00
3.50
4.00
8.00

Monthly Usage Charge
Company Current 3-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 ga\\ons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Comoanv Proposed 3-inch Meters
First Tier - 1 ,001 -6,000 gallons
Second Tier 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 3-inch Meters
First Tier - 0 - 43,000 gallons
Second Tier - Over -43,000 gallons

5.50
8.00

10.00
12.00

3.00
3.50
4.00
8.00

Companv Current4-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
ComDanv Proposed 4-inch Meters
First Tier - 1 ,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier Over 20,000 gallons
Staff Recommended - 4-inch Meters
First Tier - 0 - 63,000 gallons
Second Tier - Over - 63,000 gallons

5.50
8,00

10.00
12.00

3.00
3.50
4.00
8.00

Company Current 6-inch Meters
First Tier - 0 - 3,000 gallons
Second Tier - 3,001 - 6,000 gallons
Third Tier - 6,001 - 10,000 gallons
Fourth Tier - Over 10,000 gallons
Company Proposed 6~inch Meters
First Tier - 1,001 -6,000 gallons
Second Tier - 6,001 - 10,000 gallons
Third Tier - 10,001 - 20,000 gallons
Fourth Tier - Over 20,000 gallons
Staff Recommended - 6-inch Meters
First Tier 0 - 123,000 gallons
Second Tier - Over - 123,000 gallons

5.50
8.00

10.00
12.00



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 & 07-0384
Test Year Ended December 31, 2006

Revised
Schedule BCA-4

Page 4 of 4

Service Line and Meter Installation Charges
5/B" X 3/4" Meter

3/4" Meter
1" Meter

1%" Meter
2" Meter
3" Meter
4" Meter
6" Meter

----Associat ion's----
Present Proposed

Rates Charges
$7,500.00

N/A
N/A .
N/A 8
N/A §
N/A E
N/A
N/A 8

$450.00
515.00
590.00
820.00

1,380.00
1,935.00
3,030.00
5,535.00

8

-Staff Recommended--
Sewice Line Meter

Charges Charges
$ 300.00

380.00
420.00
630.00

1,130.00
1,635.00
2,515.00
4,710.00

Total
Charges

$2,000.00
2,080.00
2,170.00
2,415.00
3,075.00
3,755.00
5,000.00
7,755.00

$10.00
0.00

10.00
7.50

$75.00
0.00

50.00
25.00

i
1
1

*

*

*

*

Service Charges
Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Meter Test (If Correct)
Deposit
Deposit Interest Per Annum
ReEstablishment (\Nithin 12 Months)
NSF Check
Deferred Payment - Per Month
Meter Re-Read (If Correct)
Late Payment Charge-Per Month

14.00
25.00

5.00
5.00
0.00

75.00
40.00
10.00
25.00 .
10.008

8

Monthly Service Charge for Fire Sprinkler
4" or Smaller
e"
8"

10"
Larger than 10"

$0.00
0.00
0.00
0.00
0.00

$0.00
0.00
0.00
0.00
0.00

*

* *

***

Per Commission Rules (R14-2-403.B)
Months off system times the minimum (R14-2-403.D)
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.



Groom Creek Water Users Association
Docket No. W-01865A-07-0385
Test Year Ended December 31, 2006

Average Usage

Company Proposed

Median Usage

Average Usage

Staff Recommend

Median Usage

Gallons
Consumption

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8.000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

Average Number of Customers: 228

General Service 5/8 X 3/4 - Inch Meter

Present & Proposed Rates (Without Taxes)
General Service 5/8 X 3/4 - Inch Meter

$14.00
17.00
20.00
23.00
26.50
30.00
33.50
37.50
41 .50
45.50
49.50
89.50

129.50
169.50
369.50
559.50
769.50
959.50

1,169.50
1,369.50
1,589.50

Gallons

Present
Rates

2 433

1,532

2 433

1 532

I

I

1

Company
Proposed

Rates

$42.00
42.00
47.50
53.00
58.50
64.00
69.50
77.50
85.50
93.50

101 .50
151 .50
201 .50
261 .50
561 .50
861 .50

1,151 .50
1,461 .50
1,751 .50
2,051 .50
2,351 .50

Present
Rates

$21.30

$18.60

$21 .30

$18.60

Proposed
Rates

Increase

$49.88

$44.93

$76.77

$66.85

200 0%

137
147.1% "3§13i¥i£1

.5%
130.4% ....

.8% . 1913

.5% 3 El.
106.7% 1 El
106.0%
105.5% -=\£§$€€;
105.1 % 1. .E
69.3% $39499
55.0% I
54.3% 33961

52.0% .Q
51.3% 393994
50.9% 2. 404
50.7% 95; 5149104

.6%
50.5% 2299884
50.5% 00

120
113 3%
107

50

P

Dollar
Increase

18;424=

$28.58

$26.33

$48.25

$55.47

49495
64

974

524

6

8

3

R

$it8

Schedule BCA-5
Page 1 of 1

o

QE!

Percent
Increase

%
Increase

134.2%

260.4%

141.6%

259.4%

257.1 %
258.8%
250.0%
260.9%
262.3%
263.3%
264.2%
266.7%
268.7%
270.3%
271 .7%
278.8%
281 .5%
282.9%
285.4%
286.1%
286.5%
286.7%
286.8%
286.9%
287.0%



Groom Creek Water Users Association
Docket No. W-01865A-07-0385 a. 07-0384
Test Year Ended December 31, 2006

Schedule BCA~ 6
Page 1 of 1

Staff Adjusted Test Year and Recommended Revenue Reflecting
the Effects of the Staff Recommended $1 .6 Million Debt'

INCOME STATEMENT

Test Year Pm Foma

$62,223 s 222,369Operating Revenue:
Operating Expenses:
Purchased Water/Pumping Power
Admin. & General
Maintenance & Testing
Depreciation (d)
Property Taxes
Other taxes

Total Operating Expense

$3,451
$33,012

$5,698
$863

$2,502
0

$45,526

$3,451
33,012

5,698
863

2,502
0

$45,525

Pre-Tax Operating Income (a) $15,697 $176,843

Interest Expense (b) 7,463 84,750

Pre-Tax Net Income $9,234 $92,093

Principal Repayment (c)
Reserve/Replacement Deposit (e)

$7,003
0

$ 57,018
25,460

2.24 2.09
TIER (Times Interest Earned Ratio)

(a) + (b)
DSC

Ka) + (d)1 + [(b) + (C)] 1.21 1.25

CAPITAL STRUCTURE

Short-term Debt $7.003 3.7% $ 57,018.03 3.2%

Long-term Debt $145,438 77.8% $1 ,695,423 94.9%

Common Equity $34,380 18.4% $34,380 1.9%

Total Capital $186,821 100.0% $1 ,786,821 100.0%

1 Twenty-year amortizing loan at 4.9 percent per annum.



A n

Atta chme nt A

L
REVISED Engineering Report for Groom Creek
Water Users Association

Docke t No. W-01865A-07-0385 (Ra te s )
1

By:  Ma rlin  S c o tt , J r .
Utilitie s  Engine e r

1
April 10, 2008

CONCLUSIONS

Groom Cre e k Wa te r Use rs  Associa tion ("Associa tion") ha s  a  wa te r loss  of 7%, which is
be low the  ta rge ted 10% leve l.

The Association system's current two well source and storage capacities are adequate to
serve its present customer base and reasonable growth.

The  Arizona  De pa rtme nt of Environme nta l Qua lity ("ADEQ") re porte d no de ficie ncie s
a nd ha s  de te rmine d tha t the  Associa tion's  sys te m, PWS #13-040 is  curre ntly de live ring
wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code ,
Title  18, Chapte r 4.

The Association reported its arsenic concentration for its two wells at less than 1 part per
billion ("ppb"). Based on this arsenic concentration, the Association is in compliance
with the new arsenic standard of 10 ppb.

The  Associa tion is  not loca te d in a n Active  Ma na ge me nt Are a  ("AMA") a nd the re fore , is
not subj e t to any AMA reporting and conse rva tion requirements .

The  Associa tion has no de linquent Commission compliance  issues.

The  As s ocia tion ha s  a n a pprove d curta ihne nt ta riff tha t be ca me  e ffe ctive  on Ma y 25,
2005.

R E C O MME NDATIO NS

Staff recommends an annual water testing expense  of $1,956 be  used for purposes of this
a pplica tion a nd furthe r re comme nds  tha t the  re ma ining $252 of the  re porte d $2,208 be
classified as  part of the  water opera tor's  fee .

A.

B.

c.

D.

E.

F.

G.

2.

1 .

Sta ff recommends  tha t the  Associa tion use  S ta ffs  deprecia tion ra te s  de linea ted in Table
B.



Groom Creek Wate r Users  Associa tion
Docke t No. W-01865A-07-0385
Page 2

S ta ff re comme nds  a pprova l of S ta ffs  S e rvice  Line  a nd Me te r Ins ta lla tion Cha rge s  a s
de linea ted in Table  C.

3.

4. Sta ff re comme nds  tha t the  Associa tion file  a  ba ckflow pre ve ntion ta riff in the  font found
on  the  Colnmis s ion 's  we bs ite  a t www.a zcc.gov/divis ions /utilitie s /forms /Cross_c.pdf
This  ta riff s ha ll be  docke te d a s  a  complia nce  ite m in this  docke t within 45 da ys  of the
e ffective  da te  of an orde r in this  proceeding for review and ce rtifica tion by S ta ff



Groom Creek Wate r Users  Associa tion
Docke t No. W-01865A-07-0385
Page 3
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V We ll #1Plant Items We ll #2 1

Pumping Rate

Chlorina tion

Two 44,000 gal. 5,000 gal.

Two 5-Hp 5-Hp I
3

3,000 gal.
60 ft. x 60 ft.

15 kW propane I

8-lnch 6-inch

190 ft. 240 ft.

3-Hp 2-Hp

45 GP M 25 GP M

Liqu id Liq u id

1-1/2" x 2" 1-1/2" X 2"

Casing Size

Casing Depth

Submersible Pump

Me te r Size

Storage Tanks

Booster Pumps

Pressure Tanks

Cha in Link Fencing

Generator

Two 75 ga l.

40 ft. x 40 ft.

Diameter
I

Ma te ria l Le ngthl
Transite 2,950 ft.

Transite 8,200 ft.
3 -inch

4-inch

5 -Inch Transite 2,050 ft. I
6-inch Transite s5,650 ft.

Tota l: 18,850 ft.
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A.  L O C AT IO N O F  AS S O C IAT IO N

G ro o m Cre e k W a te r Us e rs  As s o c ia tio n  ("As s o c ia tio n ") s e rve s  a  c o mmu n ity lo c a te d
a pproxima te ly five  mile s  s outh of P re s cott. Figure  l s hows  the  loca tion of the  As s ocia tion
within Ya va pa i County a nd Figure  2 s hows  the  ce rtifica te d a re a  cove ring a pproxima te ly 1/8
square-mile  or 80 acres .

B .  DE S CRIP TION OF THE  WATE R S YS TE M

The  wa te r s ys te m  wa s  fie ld  ins pe c te d  on  Augus t 21 ,  2007 ,  by Ma rlin  S co tt,  J r. ,  S ta ff Utilitie s
Engine e r,  in  the  a ccom pa nim e nt o f J e n 'y Hodgs on ,  P re s ide n t o f the  As s oc ia tion .  The  curre n t
s ys te m  c o n s is ts  o f two  we ll s ite s ,  two  b o o s te r s ys te m s  a n d  a  d is t r ib u t io n  s ys te m  s e rv in g
a pproxim a te ly 225  cus tom e rs .  A s ys te m  s che m a tic  is  s hown a s  F igure  3  a nd  a  de ta ile d  p la n t
fa c ility lis ting is  a s  follows :

Table  1. Well S ite s

Ta ble  2. Wa te r Ma ins
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Table  3. Customer Mete rs

- |

J

Figure  1. Yavapa i County Map
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Figure  2. Ce rtifica te d Are a



>1

Wellsite #1:

Wel - 8" x 190 ' w/ 3-Hp sub. @45 GPM
Two 44,000 gallon storage tanks

Two 5 -Hp booster pumps
3,000 gallon pressure tank

.ll
v
4

't

,
s

' x..
8w==..

*/~
" 4\

1
ft
i

Well #1i s~

.<<»=~
>8

" 4

w z.
A x

.

;

°»*

-

s

~.,~ * 1

3

`= §§

*

34. r .,.:' , "/".::
-kg ~.,.;=; =1Distribution System

9

A l

>

>

Wellsite #2:
GPMWe]

Two 75

- 6" x 240 ' w/2-Hp sub @25
5,000gallon storage tank
5-HP booster pump

gallon bladder tanks

. `\ ,

Well #2
» '

v

, f éa5
EEE:¥3}j.£f§22¢*"`

= = = = = = = = § 2 @ = ; ° ' > .

4

::=.ri;

I A

Groom Creek Wate r Users  Associa tion
Docke t No. W-01865A-07-0385
Page 7

Figure  3. System Schematic
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c .  WATE R US E

Wa te r S o ld

Figure  4 repre sents  the  wa te r consumption da ta  for the  te s t yea r 2006. The  actua l consumption
wa s  low due  to us a ge  re fle cte d prima rily by only 40 pe rce nt of the  cus tome rs  be ing full-time
re s idences . A high monthly usage  of 123 ga llons  pe r day ("GPD") pe r connection in June  and a
low monthly wa te r us e  of 55 GP D pe r conne ction in Ma rch we re  e xpe rie nce d, for an average
monthly use  of 79 GPD per connection.

Figure  4. Wate r Use

Non-Account Water

Non-a ccount wa te r should be  l0% or le s s . The  Associa tion re porte d 7,022,450 ga llons  of wa te r
pumpe d a nd 6,535,780 ga llons  of wa te r sold, re sulting in a  wa te r los s  of 7%. This  7% is  be low
Staff' s  recommended leve l of 10%.

Svstem Analvsis

The  sys te m's  curre nt two source  we ll ca pa city tota ling 70 GP M a nd 93,000 ga llons  of s tora ge
capacity is  adequa te  to se rve  approxima te ly 320 se rvice  connections . The  sys tem currently has
225 conne ctions . The re fore , this  sys te m ca n a de qua te ly s e rve  its  curre nt cus tome r ba se  a nd
reasonable  growth.
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Based on cus tomer da ta  obta ined from the  Associa tion's  Annua l Reports , it is  projected tha t the
Associa tion could ha ve  a pproxima te ly 235 cus tome rs  by 2011. Figure  5 de picts  a ctua l growth
from 1991  to  2006  a nd an g rowth  fo r the  ne xt five line a r
regression ana lysis .

D. G R O W TH

4
"5

proje cts estimated

A

ye a rs  us ing

4.»¢

-a-- Groom Creek -- Linear (Groom Creek

Figure  5. Growth Prob action

1 AR IZO NA DE P AR TME NT
C OMP LIANCE

O F ENVIRONMENTAL QUALITY ("ADEQ")

Compliance

According to an ADEQ Compliance  S ta tus  Report, da ted June  12, 2007, tha t was  submitted with
the  ra te  a pplica tion, ADEQ re porte d no de ficie ncie s  a nd ha s  de te rmine d tha t the  Associa tion's
s ys te m, P WS  #13-040, is  curre ntly de live ring wa te r tha t the  wa te r qua lity s ta nda rds
required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.

meets

Wate r Tes ting Expens e

E

The  As s ocia tion is  s ubje ct to ma nda tory pa rticipa tion in the  Monitoring As s is ta nce  P rogra m
("MAP "). S ta rting J a nua ry 1, 2002, wa te r compa nie s  pa id a  fixe d $250 pe r ye a r fe e , plus  a n



Cos t pe r
te s t

No. of
te s ts

Annua l
Cos t

Monitoring
(Tests per 3 years unless noted.)

Total coliform monthly

Phase II and V.

Nitrate annual

$69 12

.

342. QB B V

gag

$828

ff .

1

MAP MAP

MAP MAP

$ 9 2 ; ' h .

4 .
.

.r
i v.. ,s

»
r

/e r49¢

$55 2 $110

MAPMAP MAP

MAP MAP MAP

$1,956

MAP MAP

$45 5

4 J z  . *e

43

$335 1

/dl,

Rx

."3"§.

88°
.

MAP

MAP

Inorga n lcs P rio rity P o llu ta n ts

Ra dloche mica l pe r 4 ye a rs

P ha se H a nd V .

Nltrite once  pe r pe riod

As be s tos pe r 9 ye a rs

I MAP IOns, SOCs, & VOCs

MAP

MAP

##8831

$75

/

$112

Lead & Copper per 3 years

D/DB P .

TTI-IM/HH5 pe r 3 ye a rs

To ta l

1
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additional fee of $2.57 per service connection, regardless of meter size for participation in MAP.
Participation in the MAP program is mandatory for water systems, which serve less than 10,000
persons (approximately 3,300 service connections).

The Association reported its water testing expense at $2,208 during the test year by combining
water testing costs and a portion of water operator's fees. Staff has reviewed these expenses and
has recalculated the annual expense by adding the omitted monitoring requirements for lead &
copper and Disinfection/Disinfection By-Product ("D/DBP"). Annual D/DBP monitor ing
applies to any public water system that adds a halogenated disinfectant during the treatment
process. The Association chlorinates its wells and therefore, is required to monitor for D/DBP.
Table A shows Staff's adjusted annual monitoring expense estimate of $1,956 with participation
in the MAP.

Table A. Water Testing Cost

## Note: ADEQ - MAP invoice for the 2007 Calendar Year is $830.82.

Staff recommends an annual water  testing expense of $1,956 be used for  purposes of this
application and further recommends that the remaining $252 of the reported $2,208 be classified
as part of the water operator's fee.



De pre c ia b le  P la n t

An n u a l

Ac c ru a l
Ra te  (% )

I

Average
Service  Life

(Ye a rs )

NAR UC
Acct. No.

304 S truc ture s  & Im prove m e nts 30 3.33

305 Collecting & Impounding Reservoirs 40 2.50

2.50

3.33
306 Lake, River, Canal Intakes 40

307 Wells & Springs 30
I

308 Infiltra tion Ga lle rie s 15

3.33

6.67

309 Raw Water Supply Mains 50 2.00

0 r *
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Arsenic

The Association reported its arsenic concentration for its two wells at less than 1 part per billion
("ppb").  Based on this arsenic concentration, the Association is in compliance with the new
arsenic standard of 10 ppb.

F. ARIZONA DEPARTMENT OF WATER RESOURCES COMPLIANCE

The Association is not located in an Active Management Area ("AMA") and therefore, is not
subject to any AMA reporting and conservation requirements .

G. ARIZONA CORPORATION COMMISSION COMPLIANCE

A check with the Utilit ies Division Compliance Section showed no delinquent Commission
compliance issues for the Association.

H. DEPRECIATION RATES

The Association has been using a depreciation rate of 5.00% in every National Association of
Regulatory Utility Commissioners ("NARUC") plant category. In recent orders, the Commission
has been shitting away from the use of composite rates in favor of individual depreciation rates
by NARUC category. (For  example,  a  uniform 5% composite r a te would not  r ea lly be
appropriate for either vehicles or transmission mains and instead, different specific retirement
rates should be used.)

Staff has developed typical and customary depreciation rates within a range of anticipated
equipment life. These rates are presented in Table B and it is recommended that the Association
use depreciation rates by individual NARUC category on a going-forward basis.

Table B. Depreciation Rates



310 Power Genera tion Equlpment 20 5.00
a

311 Pumping Equipment 8 12.5

Water Treatment Equipment

Water Treatment Plants 30 3.33
320

335

336

340

l 320.1

320.2

330

330.1

330.2I

331

333

334

335

336

339

9?
20.0

2.22

5.00

2.00

3.33

Solution Chemical Feeders 5

Distribution Reservoirs  & S tandpipes

Storage Tanks 45

Pressure Tanks 20

Transmiss ion & Dis tribution Ma ins 50

Services 30

Mete rs 12

'_.'¢1z~38
. . .~` .$493

2.00

3.33

8.33

Hydrants 50 i
l

2.00

Backflow PreventionDevices 15
I

6.67

6.67 I
|
I

4.00

5.00

Other Plant & Misc Equipment 15

Office Furniture & Equipment 15 6.67

20.00

20.00
340.1I Computers & Software 5

I 341 Transportation Equipment 5

I 342 Stores Equipment 25

Tools, Shop & Garage Equlpment 20

Laboratory Equipment 10

Power Operated Equipment 20

Communication Equipment 10

343

346

347

10.00

5.00

10.00

344

345

346

347

348

Miscellaneous Equipment 10 10.00

Other Tangible  P lant

1
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NOTES :

These depreciation rates represent average expected rates. Water companies may
experience different rates due to variations in construction, environment, or the physical
and chemical characteristics of the water.

Acct. 348, Other Tangible Plant may vary from 5% to 50%. The depreciation rate would
be set in accordance with the specific capital items in this account.

1. O T HE R  IS S UE S

la. Service Line and Meter Installation Charges

The  As s ocia tion ha s  re que s te d a  cha nge  to its  s e rvice  line  a nd me te r ins ta lla tion cha rge  for only
the  5 /8  x 3 /4 -inch  m e te r. The  As s oc ia tion  ha s  re que s te d  a  $2 ,000 cha rge  for th is  m e te r s ize

ba s e d on re ce nt contra ctor cha rge s  the  As s ocia tion ha s  e xpe rie nce d. The  ins ta lla tion cha rge s  a re

2.

1 .



4
'QSRecommended

. Meter
Charges

Recommended
TotaICharg¢s,. \

I
| Mete r S ize

Association s
Current
Charges

$300 $2,000

$380 $2,080

$420 $2,170

$630 $2,415

$1,130 $3,075

$1 635 $3,755

$2,515 $5,000

$450 $1 700

$515 $1,700

$1,750$590

$1,785$820

$1,380 $1,945

$1,935 $2,120
I$3,030 $2,485

5/8 x 3/4 inch

3/4 inch

1 inch

1 1/2 inch

2 ch

3 inch

4 inch

6 inch
I

$5,535 $3,045 $4,710 $7,755

a 4
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refundable advances. The Association's requested charge is not within Staff 's customary range
of charges for a 5/8 x 3/4~inch meter.

To support its request, the Association submitted on March 12, 2008, documents for, a)
contractor's bacldioe and operator's fees, b) mobilization cost, c) plumber's fee,d) material costs
and e) County permit fees. In addition, the Association noted that its water mains were located in
the center of the roads, which would make the installation charges uniform (no short installation
versus long installation). Based on the submitted documents and Staffs review, the Association
has justified its requested charge. Therefore, Staff will adopt the Association's requested charge
of $2,000 for a 5/8 x 3/4-inch meter. Staff further recommends graduating the installation
charges for larger meter sizes based on $2,000 for the 5/8 x 3/4-inch meter.

S in c e  th e  As s o c ia t io n  m a y a t  t im e s  in s ta ll m e te rs  o n  e x is t in g  s e rv ic e  lin e s ,  it  wo u ld  b e
a ppropria te  for s om e  cus tom e rs  to  only be  cha rge d for the  m e te r ins ta lla tion .  The re fore ,  S ta ff
re c o m m e n d s  a p p ro v a l o f its  c h a rg e s  a s  s h o wn  in  Ta b le  C  b e lo w,  with  s e p a ra te  in s ta lla tio n
cha rge s  for the  se rvice  line  a nd me te r ins ta lla tions .

Table  C. Se rvice  Line  and Mete r Ins ta lla tion Charges

111 Ch

l b . Impact Fee/Off-Site Facilities Hook-Up Fee

111 its  initia l ra te  tiling, the  Associa tion requested a  $7,500 impact fee  for new service
connections  for only a  5/8 x 3/4-inch me te r ins ta lla tion. According to the  Associa tion, the
amount of this  impact fee  was  "taken out of the  a ir". S ta ff has  reviewed this  impact fee  request
and cons ide rs  it s imila r to an Off-S ite  Facilitie s  Hook-Up Fee  ("HUF"). In this  ca se , due  to
minima l growth (2 new se rvice  connections  pe r yea r) and limited tota l, potentia l growth (43
unoccupied lots  remaining), it is  S ta ff' s  opinion tha t this  Associa tion is  not a  good candida te  for
a  HUT.
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2. Cu rta ilm e n t Ta riff

The  Associa tion has  an approved curta ilment ta riff tha t became e ffective  on Ma y 25, 2005 .

3. Ba c kflow P re ve n tion  Ta riff

The  Associa tion doe s  not ha ve  a n a pprove d ba ckflow pre ve ntion ta riff S ta ff re comme nds  tha t
the  Associa tion file  a  ba ckflow pre ve ntion ta riff in the  form found on the  Comnlis s ion's  we bs ite
a t www.a zcc.gov/divis ions /utilitie s /forms /Cros s  c.pdf. Th is  ta riff s h a ll b e  d o cke te d  a s  a
compliance  item in this  docke t within 45 days  of the  e ffective  da te  of an orde r in this  proceeding
for re vie w a nd ce rtifica tion by S ta ff
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Attachment B

M E M O R A N D U M

DATE : June 11, 2008

TO: Bre nda n Ala di
P ublic Utilitie s  Ana lys t III
Utilitie s  Divis ion

FROM : Ma rlin S cott, J r.
Utilitie s  Engine e r
Utilitie s  Divis ion

1

Groom Creek Wate r Users  Associa tion
Docke t No. W-01865A-07-0384 (Fina ncing)
R E VIS E D

In tro d u c tio n

On June  25, 2007, Groom Cre e k Wa te r Use rs  Associa tion ("Associa tion") submitte d a
financing applica tion to obta in a  line  of credit in the  amount of $500,000 for a  wa te r ma in
re pla ce me nt proje ct. The  As s ocia tion ope ra te s  a  wa te r s ys te m five  mile s  s outh  of
Prescott in Yavapa i County.

On May 15, 2008, a  hea ring was  he ld in conjunction with the  Associa tion's  pending ra te
case , Docke t No. W-01865A-07-03 85. At the  hearing, the  Associa tion requested tha t the
financing amount be  increased. This  revised financing report eva lua tes  the  reques t in the
amount of $1,574,509 to fund prob acts  for water main replacement, an additiona l s torage
tank, and booster system replacement.

Exis ting  Wa te r Sys tem

The  exis ting sys tem cons is ts  of two we lls  (tota ling 70 ga llons  pe r minute ), three  s torage
ta nks  (tota ling 93,000 ga llons ), a nd a  dis tribution s ys te m s e rving a pproxima te ly 225
cus tome rs . The  e ntire  dis tribution sys te m cons is ts  of a  tota l of 18,850 fe e t of Tra ns ite
(asbes tos-cement) pipes , ranging from 3-inch to cinch diamete rs .

RE:

According to the  As s ocia tion, the  Tra ns ite  pipe s  a re  ove r 50 ye a rs  old a nd a re  fa iling,
caus ing numerous  leaks . In a ddition, the  Ya va pa i County Roa d De pa rtme nt will be
initia ting a  pa ve me nt proje ct of a ll County roa ds  within the  As s ocia tion's  s ubdivis ion.
Based on these  factors , the  Associa tion is  seeking to upgrade  its  wa te r dis tribution mains
before  the  Yavapai County grading and pavement projects  a re  implemented.
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Fina nc ing  Applic a tion

The  Associa tion is  re que s ting fina ncing a pprova l in the  a mount of $l,574,509. With the
a ss is ta nce  of Da mon S . Willia ms  Associa te s , LLC ("DSWA"), the  Associa tion submitte d
cos t e s tima tes  for the  following improvements  projects :

Wate r Main Replacement Project:
a . Re pla ce me nt of a ll Tra ns ite  p ipe s  with  P VC

20,300 fee t.
b. Ins ta lla tion of 38 ga te  va lve s .
c. Re pla ce me nt of271 e xis ting s e rvice  line s .
d. Replacement of 125 wa te r me te rs .

C900 pipe s , a pproxima te ly

II. S tora ge  Ta nk P roje ct:
a . Ins ta ll ne w 60,000 ga llon s tora ge  ta nk.

III. Boos te r Sys tem Replacement Project:
a . Ins ta ll thre e  ne w boos te r pumps .
b. Re furbish e xis ting pre ssure  ta nk.
c. Re pla ce  e xis ting pump house .
d. Re pla ce  e le ctrica l controls .

W. Tota l cos t: $1,574,509

Staff has reviewed the  above  projects  and finds the  tota l cost estimate  of $1,574,509 to be
reasonable  for purposes  of this  financing request. (DSWA's  spreadshee t is  a ttached.)

Arizona Department of Environmental Quality ("ADEQ") Compliance

Complia nce

According to an ADEQ Compliance  S ta tus  Report, da ted June  12, 2007, ADEQ reported
no de ficie ncie s  a nd ha s  de te rmine d tha t the  As s ocia tion's  s ys te m, P WS  #13-040, is
curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds  re quire d by Arizona
Adminis tra tive  Code , Title  18, Chapte r 4.

Conclus ion

1.

The  As s ocia tion s ubmitte d a  re vis e d fina ncing re que s t for $1,574,509 for wa te r ma in
replacement, s torage  tank and boos te r sys tem replacement projects . S ta ff ha s  reviewed
the s e  proje cts  a nd finds  the  tota l cos t e s tima te  of $1,574,509 to be  a ppropria te  a nd
re a s ona ble  for purpos e s  of this  fina ncing re que s t. Howe ve r, no  "us e d a nd us e ful"
de te rmina tion of the  proposed project items was made , and no particula r trea tment should
be  inferred for future  ra te  making or ra te  base  purposes.


