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RE: WATER UTILITY OF GREATER TONOP AH, INC.
MOTION TO EXTEND DEADLINE FOR RATE CAS E FILING.
DOCKET no. W-02450A-05-0607

In De cis ion No. 68452, da te d Fe brua ry 2, 2006, the  Arizona  Corpora tion Commis s ion
('A.C.C." or "Commis s ion") a pprove d the  a pplica tion of Wa te r Utility of Gre a te r Tonopa h, Inc.
( " GT" or "Compa ny") for a uthority to is sue  de bt.

As a  compliance  item in Decis ion No. 68452, the  Commiss ion ordered tha t GT should:

"File  for a n incre a s e  in pe rma ne nt ra te s  in 2007 with a  2006 te s t ye a r
unle s s  the GT de mons tra te s  to  S ta ffs  s a tis fa ction  tha t its  time s
inte rest earned ra tio will increase  to 1.0 or grea te r by December 31 , 2006."

On De ce mbe r 12, 2007, GT file d a  motion to  e xte nd the  de a dline  for the  a bove -
mentioned compliance  item. In its  applica tion, the  Company s ta ted tha t:

"WUGT soon expects  to have  many more  cus tomers  a llowing cos ts  to be
spre a d ove r a  la rge r numbe r of cus tome rs . As  things  curre ntly s ta nd, the
like ly ra te  incre a se  would re sult in a  re la tive ly sma ll a mount of a dditiona l
revenues, but a  large  percentage  of increase  for customers."

On Ma y 3, 2006, GT file d a  notice  tha t its  time s  inte re s t e a rne d ra tio ("TIER") would
drop be low 1.0 by De ce mbe r 31, 2006. The re fore , the  condition re quiring the  ra te  ca se  in 2007
remained in e ffect.

r

In its  a pplica tion, the  Compa ny re que s te d tha t the  complia nce  time fra me  be  e xte nde d to
J une  30, 2015 with  a  te s t ye a r e nding De ce mbe r 31, 2014. Howe ve r, if the  Commis s ion
determined the  extension request to be  too long then, in the  a lte rna tive , the  Company requests  tha t
the  ra te  case  requirement be  extended to beyond 2009, as  substantia l construction is  anticipa ted in
2008 and 2009.



Wa te r Utility of Gre a te r Tonopa h, Inc.
Docke t No. W-02450A-05-0607

S ta ff doe s  not obje ct to the  Compa ny's  re que s t for a n e xte ns ion of time  to comple te  the
Commission ordered ra te  case  requirement. However, S ta ff is  concerned tha t the  request to extend
the  tiling to J une  30, 2015 is  e xce s s ive  a nd unre a s ona ble . S ta ff re comme nds  a pprova l of a n
e xte ns ion of time  to file  the  ra te  ca s e  to Ma y 31, 2010, with a  2009 te s t ye a r. S ta ff furthe r
recommends  tha t any additiona l reques ts  for extens ion of time  to tile  the  ra te  ca se  applica tion be
denied.

Origina tor: Kimbe rly D. Ba ttis ta

attachment



Wate r Utility of Grea te r Tonopah, Inc.
Docke t No. W-02450A-05-0607

S ERVICE LIS T FOR:
DO C KE T n o .

WATER UTILITY OF GREATER TONOP AH, INC.
W-02450A-05-0607

Mr. Timothy J . Sa bo
Roshka , Dewulf & Pa tten, PLC
One Arizona  Center
400 East Van Buren Stree t, Suite  800
Phoenix, Arizona  85004
Attorne y for WUGT

Chris tophe r K. Kempley, Chie f Counse l
Le ga l Divis ion
ARIZONA CORP OR.ATION COMMIS S ION
1200 W. Washington Street
Phoenix, Arizona  85007

Ernest G. Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 W. Washington Street
Phoenix, Arizona  85007

Lyn Fa rme r, Chie f
He a ring Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, Arizona  85007
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1 Summary financial information shows that a rate case is not in the public interest.

2 Tonopah's system is poised to experience rapid growth, and substantial additions to plant.

3 However, at present, Tonopah has few customers. Tonopah is concerned that the burden of rates

4 not fall exclusively on the existing customers. Thus, Tonopah believes that it would be better to

5 defer a rate case until more customers are added to the system. In addition, the rapid growth

6 means that current accounting data is not likely to be reflective of near-future customer counts,

8

9

10

11

7 incom e , expens es  a nd ra te  ba s e .

Atta c h e d  a s  E xh ib it  A a re  s u m m a ry ra te  s c h e d u le s  (S c h e d u le s  A-1 ,  B-1 ,  C -1  a n d  D-1 )

u
-1
94

showing Tonopah's rate base, expenses and revenue requirement for a test year ended December

31, 2006. These schedules show that if Tonopah filed a rate case using a 2006 test year, the likely

increase in gross revenue would be $53,641, or 25.49%. The average bill impact would be about

26.5l%.

3°
3,8

§'<3"p8 12
'=1°°§§

@8841
30

m a 14

23888

88° 13

83488

so

E
94
=a83
ET
E
Q

8M

E-434 15

8

I

I

Attached as Exhibit B are summary rate schedules (Schedules A-1, B-1 C-1 and D-1)

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

30, 2007. These schedules show that if Tonopah filed a rate case using a September 2007 test

16 year, the likely increase in gross revenue would be $177,663, or 67.18%. The average bill impact

17 would be about 69.49%.

18 Thus, under either test year, customers would receive a large percentage increase, but

19 because there are few customers, the utility would not receive significantly more dollars. This

20 suggests that a rate case is not in the public interest at this time.

21 Moreover, Tonopah would likely have to File as a "Class C" utility. Class C utilities must

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

23 form for smaller Class D and E utilities. Thus, it is likely that any rate case would be expensive

24 and time-consuming. The utilities owned by Global Parent have numerous proceedings before the

25 Commission. In addition, the Commission's Staff currently bears a heavy workload. Delaying

26 Tonopadl's rate case would save resources for Staff and Global to focus on other efforts.
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Iv. Balterra Service Area1

2 In Decision 70030 (December 4, 2007), Tonopah was granted a CC&N extension for the

3 Balterra area which will see the construction of large-scale infrastructure to meet demand. In that

4 decision, Tonopah is required to provide Approval of Construction ("AOC") for the water plant

5 and related iniitastructure by December 4, 2009. Accordingly, 2009 will be another year of heavy

6 infrastructure investment, Again, a rate case at this time will not be representative of the water

7 system moving forward.

8 v .

9 Tonopah proposes a test year ended December 31, 2014, with a rate case to be filed no later

10 than June 30, 2015. The proposed test year is intended to match the likely test year for

Propos ed  Tes t Year.

U
-J
°1

Tonopah and Hassyampa. Moreover, Globa l Parent be lieves tha t it is  genera lly best for integra ted

3

8 3
15

83%

g

l l Hassayampa's first rate case. There will be a substantial overlap in service area and customers for

e5§¢
'C H "'
a . 1 1 . o .
e < cm 13 water, wastewater and recycled water utilities to file joint rate cases. One important reason for
rm. Z
, J

8  E t 88 14 joint rate cases is so that the overall rate structure for both utilities can be designed in conjunction
V!

84 to promote water conservation. In addition, a single rate case means that customers and local

Ra
Q

g
=
8
M 16 oftic ia ls  will only have  to follow one  case , ra ther than two or more .

17 Unde r Decis ion No. 68922 (August 29, 2006), Hassayampa  is  required to tile  a  ra te  ca se

18 "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 ssa ya mpa  a nticipa te s

19 se 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 sulting

20 in a  te s t yea r of 2014, with a  ra te  ca se  in 2015. The re fore , Tonopah proposes  a  te s t yea r ended

21 December 31, 2014, with a  ra te  case  to be  tiled no la ter than June 30, 2015.

22 However, if such an extension is  viewed as  too long, in the  a lte rna tive , Tonopah requests

23 tha t the  ra te  case  a t least be  extended to beyond 2009, as substantia l construction is  anticipa ted in

24 2008 and 2009.

25

26

27
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I 1 Decision No. 68922 a t page 9, lines 11-12.

4



VI. Co n c lu s io n .1

2 It is prudent to defer a rate case until Tonopah has more customers, so that costs can be

3 spread over a larger number of customers. Moreover, the large pending arsenic and system

4 upgrade projects create the potential for a "yo-yo" effect on rate base, necessitating yet another rate

5 case. In addition, the costs on Globai's and Staffs resources do not justify the relatively small

6 dollar increase from a rate case, and a small number of customers would have to boa a large

7 percentage increase. Thus, Tonopah requests that the Commission issue a procedural order

8 extending the rate case requirement until June 30, 2014 with a test year ending December 31,

9 2015. In the alternative, Tonopah requests that a rate case at least be no sooner than the end of

10 2009.

11 RESPECTFULLY SUBMITTED this day of December 2007.

ROSHKA DEVVULF & PATTEN, PLC
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By M n
Michauel W Patten
Timodiy J. Sabo
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
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1 Origina l and 13 copies of the  foregoing
filed this  12"' day of December 2007 with:

2

3

4

5 Copy of the foregoing hand-delivered/mailed
6 this 12th day of December 2007 to:

7

8

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington S treet
P hoenix, Arizona  85007

Lyn Farmer, Esq.
Chie f Adminis tra tive  Law J udge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoenix, Arizona  85007
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Christopher C. Kempley, Esq.
Chie f Counse l, Lega l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoenix, Arizona  85007E
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Ernest G. Johnson, Esq.
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoenix, Arizona  85007
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Schedule A-1 12-3106

Computation of Increase In Gross Revenue Requirements
12/31/2008

$

ORIGINAL
COST

178,178

FAIR
VALUE

$ 178,178

s (17,945) $ (17,945)

Line
No. DESCRIPTION

1 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (LE I L1 ) -10.07% -10.07%

4 Required Rate of Return 8.10% 8.10%

$ 14,432 $ 14,432

$ 32,378 $ 3 a 8 va

5 Required Operating Income (LE ' LI )

e Operating Income Deficiency (Ls L2)

7 Gross Revenue Conversion Factor 1.6587 1 .6567

8 Increase In Gross Revenue Requirements (Le ' L7) $ 53,641 $ 53,641

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Gross Revenues $ 210,438 $ 2G4,079 $ 53,641 25.49%

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

Avg. Monthly Bill Per Customer $ 5 0 4 8 $ 63.86 $ 13.38 26.51 %



Schedule B-1 12-31.06

RATE BASE an ORIGINAL cosT
12/31/2005

Plant in Service
Less: Accumulated Depreciation

s

Original Cost
Rate Base

1 ,a90,143
633,296

Net Plant InService $ 758,847

LESS:
Net CIAC
Advances In Aid of Consifuctlon (AIAC)
Customer Deposits
Deferred Income Tax Credits

66,664
494,905

7,960
9,1 av

ADD:
UnamortizedFinance Charges
Deferred Tax Assets
Working Capital
UtilityPlantAcquisition Adjustment

Line
No.

1
2
3
4
5
6
7
B
9
10
11
12
l a
14
15
16
17
18

19
20
21
22
23
24
25
26
27
28

Original Cost Rate Base $ 178,178

I

I

I
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i
I
I
I
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I
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Schedule C-1 12-31~06

Adjusted Test Year Income Statement
12/31/2006

[Bl[A] [Cl [D] IE)

DESCRIPTION
Actual

Test Year
Pro Forma

Adjustments
Adjusted
Test Year

Proposed
Rate

Increase

Adjusted
With Rate
Increase

$ 202,327 $ $ 202 ,327 $ sa,s41 $ 255,968
Revenues

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenue

Tore\ Operating Revenues s
8,111

210,438 s $
8,111

210,438 $ 53,641 $
8,111

264,079

Operating Expenses
$ 15,543

1 ,e29
$ $ 15,543

1,829
$ $ 15,543

1,829

14,982
s,'/e0
6,770
z,s7s

99,B79
5,134
1,900
3,456

14,962
5,750
6,770
2,379

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

14,962
5,780
e,77o
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
W ater Testing
Rents
Rental Equipment
Transportation Expense
Insurance - General Liability
Regulatory Commission Exp - Rate Case
Misc Expense
Depreciation a. Amortization
Taxes Other than Income
Property Taxes
Income Tax

6,417
el .211

1,378
5,554 589

6,417
55.903

1 ,378
6,143

Total Operating Expenses $ 232,102 $ (3.719) $ 228,383 $

909
20,354
21 ,263 $

6.417
56,903

1 ,ave
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) $ s $ $ (14,23B)

LINE
n o .

1
2
3
4
5
6
7
B
g

1 0
11
1 2
1 3
14
1 5
1 6
1 1
1 8
1 9
2 0
21
2 2
2 3
24
2 5
2 6
27
2 8
2 9
3 0
31
3 2
3 3
34
3 5
KG

37
S 8
3 9

Net Income (Loss) $ (35,902) s a,719 $

(14,238)

l32,183) $ a2,37a 194

I

i
I

i

!
i
I

1



Schedule D-1 12-31-0B

1 End of Test Year End of Prob

i

:
I
I

LINE
NO. Item of Capital

Dollar
Amount

Percent
of Total

Cost
Hate

Weighted
Cost
Rate

Dollar
Amount

percent
of Total

I

!
I
I
I

I
i
s

1 Short-tenm Debt $ 0.00% 0.00% 0,00% $ 0.00%

2 Long-term Debt $ 303,115 47.70% 5.01 % 2 3 7 % s 303,115 47.70%
i

F
I
l

a Prelerred Stock $ 0.00% 0.00% 0.00% $ 0.00%

4 Common Equity $ 332,322 52.30% 10.00% 5.23% s 332,322 52.30%i
9 5 Deferrals $ 0.00% 0.00% 0.00% $ 0.00%

6 Total capital s 635,437 100.00% 8.10% $ 635,437 100.00%ll
I

iI

i

i

II
I
II





u

Schedule A-1 9-30-07

Computation d Increase In Gross Revenue Requirements
9/30/2007

Line
No.
1 $

$

FAIR
VALUE

$ (462,474)

(40,987)s

DESCRIPTION
Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 CurrentRate at Recur (L2 /L1)

ORIGINAL
COST

(462,474)

(40,987)

N/A N/A

4 15.00% 15.00%

5 $ 66,251 $ 66,251

S s 107,237 $ 107,237

7

RequiredOperating Margin

Required Operating Income (LE ' LI )

Operating incomeDeficiency (L5 L2)

Gross Revenue Conversion Factor 1 .6567 1 .6567

8 Increase in Gross Revenue Requirements (LE ' L7) $ 177.663 $ 177,663

Customer
Classification

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Gross Revenues $ 264,453 $ 442,126 $ 177,653 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
a4

Avg. Monthly Be Per Customer $ 60.88 s 103.18 $ 42.30 69.49%

E

I



Schedule B-1 9-30-07

RATE BASE - ORIGINAL cosT
9/30/2007

plant in Service
Less: Accumulated Depreclatlon

$

Original Cost
Rate Base

1,486,344
668,194

Net Plant In Sewioe $ 768,150

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

67,729
1,236,790

11,t20

ADD:
Unamortized Finance Charges
Deferred Tax Assets
Working Capital
UtilityPlant Acquisition Adiustmsnt

85.015

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
l a
14
15
16
17
LB

19
20
21
22
23
24
25
26
27
28

OriginalCost RateBase $ (462,474)

a

I

I

I



I

Schedule C-1 9-30-07

Adjusted Test Year Income Statement
9/30/2007

[Bl[A] KC] [DI [El

DESCRIPTION
Actual

TestYear
Pro Forma

Adjustments
Adjusted
Test Year

Proposed
Rate

Increase

Adjusted
With Rate
Increase

s 255,57B s s 255,678 s 177,663 s 433,341
Revenues

Metered Water Sames
Water Sales . Unmetered
Other Operating Revenue

Total operating Revenues $
8,785

264,46a $ s
a,785

264,463 $ 177,663 $
8,785

442,126

Operating Expenses
s $ s $ $

18,207 18,207 18,207

28,216 28,215 28,216

169,460 169,460 169,480

5,994 5,994 5,994

2,533
9,099

54,370
4,794

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

12,777

9,099
58,903
4,794

12,771

Total Operating Expenses $ 290,140 $ 15,a10 $ 305,450 $

2,270
e7.700
69,970 $

9,099
56.903
4,794

15,047
67,700

375,420

Utility Operating Income (Loss) $ (25,677) $ (15,310) $ (40,987) $ 1071693 $ G8,706

$ 7.953
24,160

$ $ 7,953
24,1so

s $ 7,953
24,1ao

Other Income and Deductions
Interest Expense
Other Expense

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

LINE
no.
1
2
a
4
5
s
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
ea
34
as
36

37
38
39
40
41
42
43

net Income (Loss) $ (41 ,884) $ (15,310) $ (57,194) $ 107.693 $ 50,499

lI

I
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Schedule D~1 9-S0-07

End of Test Year End of Prove

LINE
n o . Item of Capital

Dollar
Amount

Percent
of Total

Cost
Rate

Weighted
Cost
Rate

Oo\\ar
Amount

Percent
of Total

1 Shan-term Debt $ 0.00% 0.00% 0.00% $ 0. 00%

2 Long-term Debt $ 285,050 23.69% s,01% 1.42% $ 265,050 23.69%

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

4 Common Equity $ 853,508 76.31% 10.00% 7,s3% $ 853.508 76.31%

5 Deferrals $ 0.00% 0.00% 0.00% $ 0_00%

6 TotaIcapi lal $ 1,118,658 100.00% 9.05% $ 1,118,658 100.00%


