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DOCKET NO. W-02440A-05-0607IN THE MATTER OF THE APPLICATION OF
WATER UTILITY OF GREATER TONOPAH,
INC., AN ARIZONA CORPORATION, FOR
AUTHORITY TO ISSUE DEBT.

)
)
)
)
)
)
)

Motion  fo r Exte ns ion  o f Time

Wate r Utility of Grea te r Tonopah ("Tonopah") re spectfully reques ts  an extens ion of time  to

file  a  ra te  case . The  extens ion is  appropria te  because  Tonopah soon expects  to have  many more

cus tomers , a llowing cos ts  to be  spread over a  la rge r number of cus tomers . In addition, subs tantia l

changes  to Tonopah's  ra te  base  a re  underway, and the  time  and expense  of a  ra te  case  would not

be  worth the  bene fits . As  things  currently s tand, the  like ly ra te  increase  would re sult in a  re la tive ly

sma ll amount of additiona l revenues , but a  la rge  pe rcentage  increase  for cus tomers . Accordingly,

a  ra te  case  is  not in the  public interest a t this  time. Tonopah requests  tha t the  ra te  case  requirement

be  extended until June  30, 2015 with a  test year ending December 31, 2014.
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I. Background.

On Augus t 24, 2005, Tonopa h file d a n a pp lica tion re que s ting  a pprova l of a  loa n of not

more  tha n $527,000. In De cis ion No. 68452 (Fe b. 2, 2006), the  Commis s ion a pprove d a  loa n of

up to $500,000. The  Commis s ion include d the  following condition:
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Tha t the  Wate r Utility of Grea te r Tonopah must file  with Docke t Control, a s  a
compliance  item in this  docke t, for an increase  in permanent ra tes  in 2007 with a
2006 test year unless the  Water Utility of Greater Tonopah demonstra tes to Staff" s
sa tis faction tha t its  times  inte re s t ea rned ra tio will increase  to l.
December 31, 2006.
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On Ma y 3, 2006, Tonopa h file d a  notice  tha t its  TIER would drop be low 1.0 by De ce mbe r

31, 2006. Thus , the  condition requiring a  ra te  case  in 2007 remains  in e ffect.

In  the  s umme r of 2006, Tonopa h 's  pa re n t compa ny, We s t Ma ricopa  Combine , Inc.

("WMC"), wa s  a cquire d by Globa l Wa te r, Inc., which is  a  subs idia ry of Globa l Wa te r Re source s ,

LLC ("Globa l P a re nt"). Alte r this  a cquis ition, Globa l P a re nt s pe nt cons ide ra ble  re s ource s  in

upgrading the  WMC sys tems , including adding a rsenic tre a tment to many sys tems . Also in 2006,

anothe r Globa l utility, Hassayampa  Utilitie s  Company ("Hassayampa"), was  granted a C C &N for

wastewate r se rvice  for pa rt of Tonopah's  wa te r CC&N area .

9 11. Impact of on-oing construction.
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Tonopa h is  the  proce ss  of comple ting subs ta ntia l ne w fa cilitie s  for sys te m upgra de s  a nd

a rs e nic tre a tme nt. A s ignifica nt portion of thos e  fa cilitie s  a re  fina nce d by Adva nce s  in Aid of

Cons truction ("AIAC" or "a dva nce s "). The  a rs e nic fa cilitie s  a lone , whe n comple te d, will cos t

ne a rly $600,000, while  Tonopa h's  ne t pla nt in se rvice  is  only $768,150. As  note d, the se  a rse nic

tre a tme nt fa cilitie s  a s  we ll a s  othe r sys te m upgra de s  a nd a dditions  a re  la rge ly not ye t in se rvice ,

a n d  wo u ld  b e  "Co n s tru c tio n  W o rk in  P ro g re s s " o r "CW IP " in  a n y re q u ire d  ra te  filin g .

Furthe rmore , the re  is  not a  full yea r of expense  his tory re la ted to the  cos t of ope ra ting the  a rsenic

trea tment plant and othe r new facilitie s .

During 2007, advances  have  increased by more  than $700,000. In the  short te rm, there  is  a

s ignifica nt timing diffe re nce  be twe e n the  re cognition of the  a dva nce s  a nd the  re cognition of the

re la ted plant. Specifica lly, advances  a re  immedia te ly deducted from ra te  ba se  while  the  a sse ts  in

CWIP  do not incre a se  pla nt in se rvice . Thus , in the  short te rm, ra te  ba se  turns  sha rply ne ga tive

until the  fa cilitie s  a re  comple te  a nd a re  pla ce d in s e rvice  (thus  fina lly ma tching the m with the

a lre a dy a ccounte d-for a dva nce s ). In  o the r words ,  la rge  p ro je c ts  funde d  by a dva nce s  o r

contributions  can cause  ra te  base  to quickly drop, only to quickly rebound aga in. The  Commiss ion

ha s  re cognize d tha t this  "yo-yo" e ffe ct is  not in the  public inte re s t. See  Arizona-American Wate r

Co., Decis ion No. 69914 (Sept. 27, 2007). Accordingly, a  ra te  case  a t the  present time  is  not in the

public inte re s t.
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1 111. Summary financ ia l information s hows  tha t a  ra te  cas e  is  not in  the  public  in te res t.
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Tonopah's  sys tem is  poised to expe rience  rapid growth, and subs tantia l additions  to plant.

However, a t present, Tonopah has  few cus tomers . Tonopah is  conce rned tha t the  burden of ra te s

not fa ll e xclus ive ly on the  e xis ting cus tome rs . Thus , Tonopa h be lie ve s  tha t it would be  be tte r to

de fe r a  ra te  ca s e  until more  cus tome rs  a re  a dde d to the  s ys te m. In a ddition, the  ra pid growth

me a ns  tha t curre nt a ccounting da ta  is  not like ly to be  re fle ctive  of ne a r-future  cus tome r counts ,

income, expenses and rate base.

Atta che d a s  Exhibit A a re  s umma ry ra te  s che dule s  (S che dule s  A-l, B-l, C-l a nd D-l)

showing Tonopah's  ra te  base , expenses  and revenue  requirement for a  tes t year ended December

3 l , 2006. These  schedules  show tha t if Tonopah filed a  ra te  case  using a  2006 tes t year, the  like ly

increa se  in gross  revenue  would be  $53,641, or 25.49%. The  ave rage  bill impact would be  about

1 2 26.51%.
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Atta che d a s  Exhibit B a re  s umma ry ra te  s che dule s  (S che dule s  A-l, B-1 C-1 a nd D-1)

showing Tonopah's  ra te  base , expenses and revenue  requirement for a  test year ended September

30, 2007. The se  sche dule s  show tha t if Tonopa h tile d a  ra te  ca se  us ing a  S e pte mbe r 2007 te s t

ye a r, the  like ly incre a se  in gross  re ve nue  would be  $l77,663, or 67.l8%. The  a ve ra ge  bill impa ct

would be  about 69.49%.

Thus , unde r e ithe r te s t ye a r, cus tome rs  would re ce ive  a  la rge  pe rce nta ge  incre a se , but

be ca us e  the re  a re  fe w cus tome rs , the  utility would not re ce ive  s ignifica ntly more  dolla rs . This

suggests  tha t a  ra te  case  is  not in the  public interest a t this  time.

More ove r, Tonopa h would like ly ha ve  to file  a s  a  "Cla s s  C" utility. Cla s s  C utilitie s  mus t

file  many of the  same schedules  as  "Class  B" and "Class  A" utilitie s , and they cannot use  the  short

form for sma lle r Cla s s  D a nd E utilitie s . Thus , it is  like ly tha t a ny ra te  ca se  would be  e xpe ns ive

and time-consuming. The  utilitie s  owned by Globa l Pa rent have  numerous  proceedings  be fore  the

Commis s ion. In a ddition, the  Commis s ion's  S ta ff curre ntly be a rs  a  he a vy workloa d. De la ying

Tonopah's  ra te  case  would save  resources for Staff and Global to focus on other e fforts .
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1 Iv. Ba lte rra  S e rvic e  Are a
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In De cis ion 70030 (De ce mbe r 4, 2007), Tonopa h wa s  gra nte d a  CC&N e xte ns ion for the

Ba lte rra  a rea  which will see  the  cons truction of la rge -sca le  infra s tructure  to mee t demand. In tha t

de cis ion, Tonopa h is  re quire d to provide  Approva l of Cons truction ("AOC") for the  wa te r pla nt

a nd re la te d infra s tructure  by De ce mbe r 4, 2009. Accordingly, 2009 will be  a nothe r ye a r of he a vy

infra s tructure  inve s tme nt. Aga in, a  ra te  ca se  a t this  time  will not be  re pre se nta tive  of the  wa te r

sys tem moving forward.

8 V. P ro p o s e d  Te s t Ye a r.
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Tonopa h propos e s  a  te s t ye a r e nde d De ce mbe r 31, 2014, with a  ra te  ca s e  to be  file d no la te r

th a n  J u n e  3 0 ,  2 0 1 5 . Th e  p ro p o s e d  te s t ye a r is  in te n d e d  to  m a tc h  th e  like ly te s t ye a r fo r

Ha s s a ya mpa 's  firs t ra te  ca s e . The re  will be  a  s ubs ta ntia l ove rla p in s e rvice  a re a  a nd cus tome rs  for

12 Tonopa h a nd Ha s s ya mpa . More ove r, Globa l P a re nt be lie ve s  tha t it is  ge ne ra lly be s t for inte gra te d

13 wa te r, wa s te wa te r a nd re cyc le d  wa te r u tilitie s  to  file  jo in t ra te  ca s e s . One  importa nt re a s on for

14 joint ra te  ca s e s  is  s o tha t the  ove ra ll ra te  s tructure  for both utilitie s  ca n be  de s igne d in conjunction

15 to promote  wa te r cons e rva tion. In  a ddition, a  s ingle  ra te  ca s e  me a ns  tha t cus tome rs  a nd loca l

offic ia ls  will only ha ve  to follow one  ca s e , ra the r tha n two or more .

Unde r De cis ion No. 68922 (Augus t 29, 2006), Ha s s a ya mpa  is  re quire d to file  a  ra te  ca s e

"in  its  s ixth  ye a r of ope ra tions , us ing  the  fifth  ye a r a s  the  te s t ye a r."1 Ha s s a ya mpa  a nticipa te s

s e rving its  firs t cus tome r in  2009. Thus , 2009 will like ly be  the  firs t ye a r of ope ra tions , re s ulting

in a  te s t ye a r of 2014, with a  ra te  ca s e  in  2015. The re fore , Tonopa h propos e s  a  te s t ye a r e nde d

De ce mbe r 31, 2014, with a  ra te  ca s e  to be  file d no la te r tha n J une  30, 2015.

Howe ve r, if s uch a n e xte ns ion is  vie we d a s  too long, in the  a lte rna tive , Tonopa h re que s ts

tha t the  ra te  ca s e  a t le a s t be  e xte nde d to be yond 2009, a s  s ubs ta ntia l cons truction is  a nticipa te d in

2008 a nd 2009.24

25

26

27
1 De cis ion No. 68922 a t pa ge  9, line s  11-12.
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1 VI. Conclus ion.

2 It is  prude nt to de fe r a  ra te  ca se  until Tonopa h ha s  more  cus tome rs , so tha t cos ts  ca n be
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s pre a d ove r a  la rge r numbe r of cus tome rs . More ove r, the  la rge  pe nding a rs e nic a nd s ys te m

upgrade  projects  crea te  the  potentia l for a  "yo-yo" effect on ra te  base , necessita ting ye t another ra te

ca s e . In a ddition, the  cos ts  on Globa l's  a nd S ta ff' s  re s ource s  do not jus tify the  re la tive ly s ma ll

dolla r incre a s e  from a  ra te  ca s e , a nd a  s ma ll numbe r of cus tome rs  would ha ve  to be a r a  la rge

percentage  increase . Thus , Tonopa da  re que s ts  tha t the  Commiss ion is sue  a  proce dura l orde r

e xte nding the  ra te  ca s e  re quire me nt until J une  30, 2014 with a  te s t ye a r e nding De ce mbe r 31,

2015. In the  a lte rna tive , Tonopah reques ts  tha t a  ra te  ca se  a t le a s t be  no soone r than the  end of

1 0 2009.

11 RES P ECTFULLY S UBMITTED this day of December 2007.
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1 Origina l and 13 copies  of the  foregoing
filed this  12th day of December 2007 with:

2

3

4

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

5 Copy of the  foregoing hand-de live red/mailed
this  12th da y of De ce mbe r 2007 to:

6
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8

9

Lyn Farmer, Esq.
Chie f Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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11

1 2

Chris topher C. Kernpley, Esq.
Chie f Counse l, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

U
4
no..
2
Ra

=<
Q-4
<8

<3
of

38<"`o 28
Hz o
o z

Q85

1 3

1 4

4.
-1
.J
2H
Q

8
=m
O
m

5
8 3

N;
'mp.. 1<v>° g

~o

4°=983
88882[-n4u1I"'

88
L u

I-<
1 5

Ernest G. Johnson, Esq.
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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Schedule A-1 12-3106

Computation of Increase in Gross Revenue Requirements
12/31/2006

Line
No.
1 $

ORIGINAL
COST

178,178

FAIR
VALUE

s 178,178
DESCRIPTION

Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 / L1)

$ (17,945)

-10.07%

$ (17,945)

-10.07%

4 Required Rate of Return 8.10% 8.10%

$ 14,432 $ 14,432

$ 32,378 $ 32,378

5 Required Operating Income (L4 ' LI )

6 Operating Income Deficiency (L5 - LE)

7 Gross Revenue Conversion Factor 1 .6567 1 .6567

8 Increase in Gross Revenue Requirements (LE '  L7) $ 53,641 s 53,641

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Gross Revenues $ 210,438 $ 264,079 $ 53,641 25.49%

9
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Avg. Monthly Bill Per Customer $ 50.48 $ 63.86 s 13.38 26.51%



Schedule B-1 12-31-06

RATE BASE .. ORIGINAL COST
12/31/2006

Plant in Service
Less: Accumulated Depreciation

$

Original Cost
Rate Base

1 ,390,143
633,296

Net Plan! in Service $ 756,847

LESS:
Net ClAC
Advances in Aid of Construction (AIAC)
Customer Deposits
Deferred Income Tax Credits

66,664
494,908

7,960
9,137

ADD:
Unamortized Finance Charges
Deferred Tax Assets
Working Capital
Utility Plant Acquisition Adjustment

Line
No.
1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
LG
17
18
19
20
21
22
23
24
25
2G
27
28

Original Cost Rate Base $ 178,178



Schedule C-1 12-31-06

Adjusted Test Year Income Statement
12/31/2006

[B][A] [C] [D] [E]

DESCRIPTION
Actual

Test Year
Pro Forma

Adjustments
Adjusted
Test Year

Proposed
Rate

Increase

Adjusted
with Rate
Increase

$ 202,327 $ $ 202,327 $ 53,641 $ 255,968
Revenues

Metered Water Sales
Water Sales Unmetered
Other Operating Revenue

Total Operating Revenues $
8,1 11

210,438 $ $
8,111

210,438 $ 53,641 $
8,1 1 1

264,079

Operating Expenses
$ 15,543

1 ,829
$ $ 15,543

1 ,829
$ $ 15,543

1,829

14,962
5,780
6,770
2,379

99,879
5,134
1 ,800
3,466

14,962
5,780
6,770
2,379

99,879
5,134
1 ,800
3,466

14,962
5,780
6,770
2,379

99,879
5,134
1 ,800
3,466

(4,308)

Salaries & Wages
Employee Pension & Benefits
Purchased Water
Purchased Power
Chemicals
Repairs & Mains
Office Supplies & Exp
Outside Services
Water Testing
Rents
Rental Equipment
Transportation Expense
Insurance - General Liability
Regulatory Commission Exp - Rate Case
Misc Expense
Depreciation & Amortization
Taxes Other than Income
Property Taxes
Income Tax

6,417
61 ,21 1
1 ,378
5,554 589

6,417
56,903

1 ,ave
6,143

Total Operating Expenses $ 232,102 $ (3,719) $ 228,383 $

909
20,354
21 ,263 $

6,417
56,903
1 ,378
7,052

20,354
249,646

Utility Operating Income (Loss) $ (21 ,664) $ 3,719 $ (17,945) $ 32,378 $ 14,432

$ $ $ s $
14,238 14,238 14,238

Other Income and Deductions
Interest Expense
Other Expense

Total Other Income and Deductions $ (14,238) $ $ (14,238) $ $ (14238)

LINE
n o .

1
2
3
4
5
G
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

Net Income (Loss) s (35,902) $ 3,719 $ (32,183) $ 32,378 $ 194



Schedule D-1 12.31-06

End of Test Year End of Prob

LINE
n o. Item of Capital

Dollar
Amount

Percent
of Total

Cost
Rate

Weighted
Cost
Rate

Dollar
Amount

Percent
of Total

1 Short-term Debt s 0.00% 0.00% 0.00% $ 0.00%

2 Long-term Debt $ 303,115 47.70% 6.01% 2.B7% $ 303,115 47.70%

3 Preferred Stock $ 0.00% 000% 0.00% $ 0.00%

4 Common Equity $ 332,322 52.30% 10.00% 5.23% $ 332,322 52.30%

5 Deferrals $ 0.00% 0.00% 0.00% $ 0.00%

6 Total capitaI _$ G35,437 100.00% 8.10% $  6 35,437 100.00%
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Schedule A-1 9-30-07

Computation of Increase in Gross Revenue Requirements
9/30/2007

Line

No.

1 $
DESCRIPTION

Adjusted Rate Base

2 Adjusted Operating Income (Loss)

a Current Rate of Return (L2 / L1)

$

ORIGINAL
COST

(462,474)

(40,987)

N/A

FAIR
VALUE

$ (462,474)

(40,987)

N/A

$

4 15.00% 15.00%

5 $ 66,251 $ 66,251

6 $ 107,237 $ 107,237

7

Required Operating Margin

Required Operating Income (LE ' L1)

Operating Income Deficiency (Ls - LE)

Gross Revenue Conversion Factor 1 .6567 1 .6567

8 Increase in Gross Revenue Requirements (LG " L7) $ 177,663 $ 177,663

Customer
Classification

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Gross Revenues $ 264,463 $ 442,126 $ 177,663 67,18%

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Avg. Monthly Bill Per Customer $ 60.88 $ 103.18 $ 42.30 69.49%



Schedule B-1 9-30-07

RATE BASE . ORIGINAL COST
9/30/2007

Plant in Service
Less: Accumulated Depreciation

$6

Original Cost
Rate Base

1 ,436,344
668, 194

Net Plant in Service $ 768,150

LESSee
Net CIAC
Advances in Aid of Construction (AIAC)
Customer Deposits
Deferred Income Tax Credits

67,729
1236,790

11 ,120

ADD;
Unamortized Finance Charges
Deferred Tax Assets
Working Capital
Utility Plant Acquisition Adjustment

85,015

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Original Cost Rate Base $ (462,474)



Schedule C-1 9-30-07

Adjusted Test Year Income Statement
9/30/2007

[A] [B] [C] [D] [E]

DESCRIPTION
Actual

Test Year
Pro Forma

Adjustments
Adjusted
Test Year

Proposed
Rate

Increase

Adjusted
With Rate
Increase

$ 255,678 $ s 255,678 s 177,663 $ 433,341
Revenues

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenue

Total Operating Revenues $
8,785

264,463 $ s
8,785

264,463 $ 177,663 $
8,785

442,126

Operating Expenses
$ $ $ s s

1B,207 18,207 18,207

28,216 28,218 28,216

169,460 169,460 169,460

5,994 5,994 5,994

- Rate Case
9,099

54,370
4,794

2,533
9,099

56,903
4,794

12,777

Salaries & Wages
Employee Pension & Benefits
Purchased Water
Purchased Power
Chemicals
Repairs & Mains
Office Supplies 81 Exp
Outside Services
Water Testing
Rents
Rental Equipment
Transportation Expense
Insurance - General Liability
Regulatory Commission Exp
Misc Expense
Depreciation & Amortization
Taxes Other than Income
Property Taxes
Income Tax

12,777 2,270
67,700
69,970Total Operating Expenses $ 290,140 $ 15,310 $ 305,450 $ $

9,099
56,903

4,794
15,047
67,700

375,420

Utility Operating Income (Loss) $ (25,677) $ (15,310) $ (40,987) $ 107,693 $ 66,706

$ 7,953
24,160

$ $ 7,953
24,160

$ $ 7,953
24,160

Other Income and Deductions
Interest Expense
Other Expense

Total Other Income and Deductions $ (18207) $ $ (16,207) $ $ (16207)

LINE
n o .

1
2
3
4
5
6
7
B
9

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

Net Income (Loss) $ (41 ,884) $ (15,310) $_ (57,194) $ 107,693 $ 50,499



Schedule D-1 9-30-07

End of Test Year End of Proje

LINE
no . Item of Capital

Dollar
Amount

Percent
of Total

Cost
Rate

Weighted
Cost
Rate

Dollar
Amount

Percent
of Total

1 Short-term Debt $ 0.00% 0.00% 0.00% $ 0.00%

2 Long-term Debt $ 265,050 23.69% 6.01% 1 .42% $ 265,050 23.69%

3 Preferred Stock $ 0.00% 0.00% 0.00% $ 0.00%

4 Common Equity $ 853,608 76.31 % 10.00% 7.63% $ 853,608 76.31%

5 Deferra ls $ 0.00% 0.00% 0.00% $ 0.00%

6 Total Capital s 1,118,658 100.00% 9.05% $ 1,118,658 100.00%


