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EXECUTIVE SUMMARY
VERDE LEE WATER COMPANY, INC.

DOCKET NO. W-02096A-07-0460

Verde Lee Water Company, Inc. ("Company") is engaged in the business of providing
water services to customers in the Verde Lee subdivision, approximately 4 % miles southeast of
Clifton, Arizona in Greenlee County. The Company provides water service to approximately
185 metered customers. The Company's current rates were effective June 9, 2000, per
Comlnission's Decision No. 62623 .

The  Compa ny propos e s  a n incre a s e  in re ve nue  in the  a mount of $l4,525, or 14.43
percent over te s t year revenue  of $100,664. The  Company's  proposed tota l opera ting revenue  of
$115,189 will produce  a n ope ra ting los s  of $7,738 a nd no ra te  of re turn on the  Compa ny's
origina l cos t ra te  ba se  ("OCRB") of $275,555. The  Compa ny's  propose d ra te s  will incre a se  the
typica l re s ide ntia l 5/8-inch me te r cus tome r's  bill with me dia n us a ge  of 6,625 ga llons  from
$32.89 to $37.66, an increase  of $4.77 or 14.5 percent.

Staff recommends an increase  in revenue in the  amount of $39,818, or 39.56 percent over
te s t ye a r re ve nue  of $100,664. S ta ffs  re comme nde d tota l ope ra ting re ve nue  of $140,482 will
produce  no opera ting income or loss  for no ra te  of re turn on a  S ta ff adjus ted OCRB of $490,644.
S ta ffs  re comme nde d ra te s  will incre a s e  the  typica l re s ide ntia l 5/8-inch me te r cus tome r's  bill
with median usage  of 6,625 ga llons from $32.89 to $42.78, an increase  of $9.90 or 30.1 percent.

S ta ff be lie ve s  tha t the  Compa ny is ,  a nd  will con tinue  to  be , unde r funde d  if the
Company's  proposed ra te s  a re  approved in this  proceeding. S ta ff recommends  tha t S ta ffs  ra te s
be  approved and tha t the  Company be  orde red to immedia te ly re -notice  its  cus tomers  to advise
the m of S ta ff's  re comme nde d ra te s  so tha t ra te pa ye rs  will ha ve  the  opportunity to re spond or
make  public comment if they so des ire . S ta ff a lso recommends tha t the  time  clock be  suspended
for the  applica tion until such notice  is  provided.
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Verde  Lee  Water Company
Docke t No. W-02096A-07-0460
Page 1

Fact Sheet

Type  of Owners h ip : An Arizona  "C" Corpora tion

Location : The Company serves water customers  loca ted in the  communities  of Verde  Lee  Acres
Subdivis ion approxima te ly 4 % miles  southeas t of Clifton, Arizona  in Greenlee  County.

Ra te s : Pe nna ne nt ra te  incre a se  a pplica tion tile d: Augus t 2, 2007.
The  applica tion became sufficient on October 5, 2007.

Curre n t Ra te s : Decision No. 62623, da ted June  9, 2000.

Current Test Year Ended: December 31, 2006

Me te re d Ra te s  :

Company
Current
Ra tes

Company
Proposed

Rates

S ta ff
Re com m e nde d

Ra te s

Monthly minimum cha rge
Based on 5/8 X 3/4 inch mete r

$15.00 $15.00 $21.25

Ga llons  in minimum

Tie r One  from 1 ga llon to 3,000 ga llons
Tie r Two from 3,001 ga llons  to 10,000 ga llons
Tie r Three  a ll ga llons  over 10,000

2.70
2.70
2.70

3.42
3.42
3.42

2.55
3.83
4.60

Typica l re s ide ntia l bill
(based on median usage of 6,625 gallons)

$32.89 $37.66 $42.78

Customers :

5/8-inch mete r 185

Notific a tions : Customer notifica tion was  mailed on August 6, 2007.
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In tro d u c tio n

On Augus t 2, 2007, Ve rde  Le e  Wa te r Compa ny, Inc. ("Ve rde  Le e " or "Compa ny") file d
a n a pplica tion for a  ra te  incre a s e  with the  Arizona  Corpora tion Commis s ion ("Commis s ion").
S ta ff de e me d the  a pplica tion s ufficie nt on Octobe r 5, 2007. The  Compa ny is  re que s ting a
revenue increase in the amount of $14,525 .

The  Company proposed ra tes , as  filed, produce  a  revenue level of $115,189 from metered
wa te r sa le s . This  would re sult in an ope ra ting loss  of $7,738, for no ra te  of re turn on an origina l
cos t ra te  ba s e  ("OCRB") of $275,555, The  typica l re s ide ntia l bill for a  5/8-inch me te r with
median usage  of 6,625 ga llons would increase  from $32.89 to $37.66, for an increase  of $4.77, or
14.5 percent.

S ta ff recommends  a  revenue  leve l of $140,482, re sulting in no ope ra ting income  or loss
for no ra te  of re turn on a  S ta ff adjus ted OCRB of $490,644. The  typica l re s identia l bill for a  5/8-
inch me te r with me dia n us a ge  of 6,625 ga llons  would incre a s e  from $32.89 to $42.78, for a n
increase  of $9.90, or 30.1 percent. Please  refer to a ttached Schedules EOA-1 and EOA-5.

Company Background

The  Company is  an Arizona  "C" Corpora tion and obta ined its  Ce rtifica te  of Convenience
and Necess ity ("CC&N") pe r Commiss ion Decis ion No. 40507, da ted Februa ry 16, 1970. Ve rde
Le e  is  loca te d in Ve rde  Le e  Acre s  S ubdivis ion a pproxima te ly 4 % mile s  s outhe a s t of Clifton,
Arizona  in Gre e nle e  County. The  curre nt ra te s  the  Compa ny is  utilizing we re  a uthorize d in
Decis ion No. 62623, da ted June  9, 2000. The  Company, in the  ins tant applica tion, is  seeking an
increase  in revenues of approximate ly 14.5 percent.

Figures  1 and 2 on page  7 of the  Engineering Report, Attachment A, show the  certifica ted
area  and loca tion of the  water systems within Greenlee  County. "

Consumer Serviees

A search of Consumer Services records indica ted tha t there  have  been no compla ints  filed
aga ins t the  Company or, inquirie s  rece ived, for the  pe riod of January l, 2004 through January 3,
2008. Re cords  a ls o re ve a l tha t the re  we re  no forma l compla ints  file d in Docke t a ga ins t the
Company.

S ince  the  a pplica tion wa s  file d, the  Commis s ion ha s  re ce ive d no ve rba l or writte n
responses opposing the rate increase.

Compliance

The  Compa ny is  curre nt on its  prope rty ta x pa yme nts  to Gre e nle e  County a nd in its
collection and remittance  of sa les  tax.
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The  Corpora tions  Divis ion of the  Commis s ion indica te s  tha t the  Compa ny is  in Good
Standing. Utilitie s  Divis ion Compliance  Section showed no outs tanding compliance  issues .

Engineering Ana lys is

Ma rlin  S co tt,  J r. ,  in  a ccompa nime nt with  Mr. Forre s t Wilke rs on , P re s ide n t o f the
Company and Mr. Bob Ross , on-s ite  Manage r of the  Company, inspected the  plant fa cilitie s  on
Octobe r 19, 2007. All facilitie s  appea red to be  we ll ma inta ined.

P lea se  re fe r to the  a tta ched Enginee ring Report for furthe r de scriptions  and infonna tion
regarding opera tions .

Rate Base

S ta ff ma de  a djus tme nts  to the  Compa ny's  ra te  ba s e  incre a s ing it by $215,089, from
$275,555 to $490,644. The  adjustments  a re  described be low. Also see  Schedules  EOA-2, pages
l through 3.

Plant in Service

The  Company fa iled to record/recognize  the  adjus tments  made  to plant in se rvice  in the
prior ra te  ca se , De cis ion No. 62623. S ta ffs  va rious  a djus tme nts , colle ctive ly a djus tme nt A, to
correct beginning ba lances, tota led a  reduction of $3,325, from $895,552 to $892,227.

S ta ff re comme nds  tha t the  Compa ny be  orde re d to corre ct its  pla nt in se rvice  a ccounts
balances to properly reflect the  ba lances approved in this  proceeding, for ra temaking purposes.

Accumulated Depreciation

The  Compa ny fa ile d  to  re cord /re cogn ize  the  a d jus tme n ts  ma de  to  a ccumula te d
de pre cia tion in the  prior ra te  ca s e , De cis ion No. 62623. S ta ff" s  a djus tme nt B, to corre ct the
beginning ba lance , tota led a  reduction of $207,309, from $619,997 to $412,688.

S ta ff recommends  tha t the  Company be  orde red to correct its  accumula ted deprecia tion
balances to properly reflect the  ba lances approved in this  proceeding, for ra temaking purposes.

Working Capital

The  Compa ny ne gle cte d to re que s t a  ca sh working ca pita l compone nt in its  ra te  ba se
ca lcula tions . S ta ff utilized the  fionnula  me thod to ca lcula te  the  cash working capita l component.
The  ca lcula tion include s  l/24th of a nnua l powe r e xpe ns e s  a nd l/8th of a nnua l ope ra tion &
maintenance expenses. S ta ff's  a djus tme nt C tota le d a n incre a s e  of $11,l05, from ze ro to
$11,105.
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Ope ra ting  Income

Operating Revenues

S ta ff concurs  with the  Compa ny a nd ma de  no a djus tme nts  to the  Compa ny's  te s t ye a r
tota l opera ting revenue .

Operating Expenses

Sta ff ma de  a djus tme nts  to the  Compa ny's  ope ra ting e xpe nse s  incre a s ing it by $l7,555,
from $122,927 to $140,482. The  adjus tments  a re  described be low. Also see  Schedule s  EOA-3,
pages  l and 2.

S ta ffs  adjus tment A increases  repa irs  and maintenance  expense  by $9,310, from $7,583
to $16,893. This  adjustment adopts  S ta ff' s  recommendation for annua l expenses  for mainta ining
the  Company's  point-of-use  a rsenic trea tment equipment. (See  Engineering Report).

S ta ffs  adjus tment B decreases  wa te r te s ting expense  by $3,204, from $4,516 to $1,312.
This  a djus tme nt a dopts  S ta ffs  re comme nda tion for a nnua l e xpe ns e s  for wa te r te s ting. (See
Enginee ring Report).

S ta ffs  a djus tme nt C incre a s e s  de pre cia tion e xpe ns e  by $11,444, from $21,562 to
$33,006. Th is  a d jus tme n t co rre c ts  the  Compa ny's  mis ca lcu la tions  a nd  a dop ts  S ta ffs
recommendation for deprecia tion ra tes  on a  going-forvvard basis . (See  Engineering Report).

S ta ffs  a djus tme nts  note d a bove  incre a s e d the  Compa ny's  te s t ye a r ope ra ting los s  by
$17,555, from $22,263 to $39,818.

Revenue Requirement

The  Company's  proposed revenue  requirement of $115,189 would re sult in an ope ra ting
loss  of $7,738 for no ra te  of re turn.

S ta ff' s  re comme nde d re ve nue  re quire me nt of $140,482 would re s ult in no ope ra ting
profit or loss  for no ra te  of re turn on an OCRB of $490,644.

S ta ff b e lie ve s  th a t th e  b re a ke ve n  re ve n u e  le ve l it re co mme n d s  in  th is  ca s e  is
a pproxima te ly 275 pe rce nt gre a te r tha n the  re ve nue  the  Compa ny re que s te d, cove rs  a ll the
Compa ny's  a nticipa te d ne w e xpe nse s , a nd incre a se s  de pre cia tion e xpe nse  by more  tha n 53
pe rce nt. Additiona lly, to a me liora te  the  ra te  shock to ra te pa ye rs  in this  ca se , S ta ff be lie ve s  a
higher ra te  of increase  a t this  time  is  inappropria te .
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Rate Design

The  Compa ny's  propos e d ra te s  will incre a s e  the  typica l re s ide ntia l 5 /8-inch me te r
customer's  bill with a  median usage  of 6,625 ga llons  from $32.89 to $37.66, an increase  of $4.77
or 14.5 pe rcent. The  Company's  proposed ra te s  continue  to utilize  a  s ingle  tie r commodity ra te .
The  Compa ny is  propos ing a n incre a se  in re ve nue s  of $14,525 ove r te s t ye a r re ve nue s . The
Company's  na rra tive  s ta te s  tha t it needs  this  ra te  increase  in orde r to comply with the  manda ted
wa te r qua lity s tanda rds  and additiona l cos ts  from the  Company implementa tion of a  new point-
of-use  reverse  osmosis  filte ring system to,trea t a rsenic.

S ta ff, in genera l, concurs  with the  Company in its  need to increase  ra tes . The  Company's
proposed ra te s  a re  inadequa te  a s  discussed previous ly. S ta ffs  recommended ra te s  will increase
the  typica l re s ide ntia l 5/8-inch me te r cus tome r's  bill with a  me dia n usa ge  of 6,625 ga llons  from
$32.89 to $42.78, a n incre a se  of $9.90 or 30.1 pe rce nt. S ta ffs  re comme nde d ra te s  utilize  the
conserva tion re la ted 3-tie r inverted block commodity ra tes  tha t this  Commiss ion has  supported in
the  past. S taff is  recommending an increase  in revenues of $39,818 over tes t year revenues.

S ta ff recommends  tha t a ll of the  Company's  se rvice  charges  remain unchanged from the
prior ra te  ca se , e xce pt for two ite ms . The  Compa ny ha s  re que s te d tha t the  NS F Che ck fe e  be
incre a se d from $20.00 to $30.00. S ta ff Concurs . The  Compa ny ha s  a ls o re que s te d tha t the
se rvice  line  and me te r ins ta lla tion cha rges  be  increased. S ta ff recommends  the  se rvice  line  and
me te r ins ta lla tion cha rge s  it s pons ors , a s  de picte d in the  Engine e ring Re port, Ta ble  C a nd
Schedule  EOA-4.

Staff Recommendations

S ta ff recommends tha t the  Company be  ordered to immedia te ly re -notice  its  customers  to
advise  them of Staff' s  recommended ra tes  so tha t ra tepayers  will have  the  opportunity to respond
or ma ke  public comme nt if the y s o de s ire , prior to a  De cis ion in this  proce e ding. S ta ff a ls o
recommends tha t the  time clock for this  case  be  suspended until such notice  is  provided.

Sta ff further recommends approva l of its  ra tes  and charges  shown on Schedule  EOA-4 of
this  Report.

S ta ff furthe r recommends  tha t the  Company be  orde red to a lte r its  books  and records  to
properly re flect the  correct plant in se rvice  ba lances and the  associa ted accumula ted deprecia tion
balances for ra temaking purposes, as  approved in this  proceeding.

S ta ff furthe r re comme nds  tha t the  a tta che d (S e e  Engine e ring Re port) P oint-of-Us e
Trea tment Device  Tariff in Exhibit POU be  approved in this  proceeding.



SUMMARY OF FILING

Company
as

Filed

Staff
as

Adjusted

Staff
as

Adjusted

Company
as

Filed

$100,664
0
0

$100,664
0
0

$140,482
0
0

$115,189
0
0

$100 664 5100,664 $140,482$115,189

$98,530
33,006
8,896

50

$92,424
21,562
8,896

45

$98,530
33,006
8,896

50

$92,424
21,562
8,896

45

$140,482$122,927 $122 927 $140,482

($22,263) ($39,818) ($7,738) $0

$490,644$275,555

-8.12%-8.08%

-39.56%-22.12%

$490,644$275,555

0.00%-2.81%

-6.72% 0.00%

Verde Lee Water Company, Inc.
Docket No. W-02096A-07-0460
Test Year Ended December 31, 2006

Schedule EOA-1

Present Rates Proposed Rates

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

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

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D.

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

Operating Margin



Verde Lee Water Company, Inc
Docket No. W-02096A-07-0460
Test Year Ended December 31. 2006

Schedule EOA-2
Page 1 of 3

Original Cost
Company Adjustment

Plant in Service $895,552 ($3,325) $892,227

Acc um. Depreciation 619.997 (207,309) 412.688

Plant Advances
Customer Meter Deposits
Accumulated Deferred Income Taxes

$0
0

$0
0

$0

Total Advances $0 $0

Contributions Gross

Amortization of CIAC

Net CIAC

1/24 Power

1/8 Operation & Mai ft 10.500 10.500

Inventory 0

Prepayments

REFERENCE

A See Schedule EOA-2, page 2 of 3

See Schedule EOA-2, page 3 of 3

To record the cash working capita! portion of the rate base
that was not requested by the Company in its application



Verde Lee Water Company, Inc
Docket No. W-02096A-07-0460
Test Year Ended December 31. 2006

Schedule EOA-2
Page 2 of 3

Account
No Description

Company
Exhibit Adiustment Adjusted

$0 $0

163.163
10.840 109.675

0
(2,080)

0
(7,800)

(17,329)
15.598

0

172.112
120.515

115.428
0

182.711
241.072

0
15.590

113.348
0

174.911
223.743
15.598
15.590

0

301 Organization
302 Franchises
303 Land & Land Rights
304 Structures & Improvements
307 Wells & Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Star
331 Transmission 8i Distribution M
333 Services
334 Meters & Meter installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Misc. Equiprr
340 Office Furniture & Equipment
341 Transportation Equipment
343 Tools Shop & Garage Equiprr
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant
105 C.W.l.P

116.830 (110,338)
0

TOTALS $895,552 ($3,325) A $892,227

Adjustment made to reallocate Plant In Service beginning balances to reflect amount
authorized in prior Decision No. 62623, and to correct the Application's math errors



ACCUMULATED DEPRECIATION ADJUSTMENT

Verde Lee Water Company, Inc.
Docket No. W-02096A-07-0460
Test Year Ended December 31, 2006

Schedule EOA-2
Page 3 of 3

Reference Amount

Accumulated Depreciation -
Accumulated Depreciation -

Per Company
Per Staff

$619,997
412,688

Total Adjustment B ($207,309)

Adjustment to correct beginning accumulated depreciation amounts for
each asset to reflect those authorized in prior Decision No. 62623.



STATEMENT OF OPERATING INCOME

($22,263)OPERATING INCOMEd(LOSS) $17,555) $39,818)

($21,335) ($17,555) ($38,890)NET INCOME/(LOSS)

Verde Lee Water Company, Inc.
Docket No. W-02096A-07-0460
Test Year Ended December St, 2006

Schedule EOA-3
Page 1 of 2

Company
Exhibit

Staff
Adjustments

Staff
Adjusted

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

$100,664
0
0

$0
0
0

$100,664
0
0

Total Operating Revenue $100,664 $0 $100,664

A

B

Rate Case

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

$37,119
0

14,531
0

7,563
0

16,158
4,516
3,626
3,040
3,761

0
0

2,090
21,562
3,049
5,647

45

$0
0
0
0

9,310
0
0

(3,204)
0
0
0
0
0
0

11,444
0
0
5

C

$37, 119
G

14,531
0

16,893
0

16,158
1,312
3,626
3,040
3,761

0
0

2,090
33,006
3,049
5,847

50

Total Operating Expenses $122,927 $17,555 $140,482

Othe
419
421
427

XX
426

r Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Reserve/Replacement Fund Deposit
Miscellaneous Non-Utility Expense

$925
3
0
0
0

$0
0
0
0
0

$925
3
0
0
0

Total Other Income/(Expense) $928 $0 $928



S TAFF ADJ US TMENTS

Verde Lee Water Company, Inc.
Docket No. W-02096A-07-0460
Test Year Ended December 31, 2006

Schedule EOA-3
Page 2 of 2

A REPAIRS AND MAINTENANCE - Per Company
Per Staff

$7,583
16,893 $9,310

Arsenic Remediation Expense - $7,885 for media replacement and
$1 ,425 for increased labor expense per Engineering Report.

B $4,516
1,312

WATER TESTING - Per Company
Per Staff

Recommended water annual water testing expense per
Engineeting Report.

($3,204)

C DEPREClATlON - Per Company
Per Staff

$21 ,562
33,006 $11 ,444

Pro Forma Annual Depreciation Expense:

ACCT
n o . DESCRIPTION Staff

Recommended
$

Companv
Plant Balance ADDlication
$ - $ -

Adjustment
$

172,112
120,515
44,748

113,348
853

11 ,795

4,013
637

2,374

4,013
1,490

14,169

3.243

3,346

98,028
76,883

223,743
15,598
15,590 78

1.658
1,707
1,129

519
1,221

4,901
1 ,707
4,475

519
1,299

2,079 (1,646) 433

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
330 Storage Tank
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.

Totals

Engineering Report
Recommended

Depreciation
Rate

0.00%
0.00%
3.33%
3.33%
12.50%
Varies
5.00%
2.22%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%

20.00%
5.00%
5.00%

10.00%
10.00%
Varies

6,492
431

2,436
2,303 168 (168)

$ 892,227 $ 21,562 $ 11,444 $ 33,006



Verde Lee Water Company, Inc
Docket No. W-02096A-07-0460
Test Year December 31, 2006

Schedule EOA-4
Page 1 of 2

RATE DESIGN

Monthly Usage Charge

5/8 x 3/4" Meter
3/4" Meter
1" Meter

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

Gallons included in Minimum

Commodity Rates
All meter sizes
Per 1,000 gallons in excess of gallons in monthly minimum

5/8 x3l4 Inch Meter
Tier 1 zero gallon to 3,000 gallons
Tier 2 3,001 gallons to 10,000 gallons
Tier 3 All gallons over 10,000 gallons

3/4 Inch Meter
Tier 1 zero gallon to 3,000 gallons
Tier 2 3,001 gallons to 10,000 gallons
Tier 3 All gallons over 10,000 gallons

1 Inch Meter
Tier 1 Up to 35,000 gallons
Tier 2 Over 35,000 gallons

1.5 Inch Meter
Tier 1 Up to 100,000 gallons
Tier 2 Over 100,000 gallons

2 Inch Meter
Tier 1 Up to 180,000 gallons
Tier 2 Over 180,000 gallons

3 Inch Meter
Tier 1 Up to 400,000 gallons
Tier 2 Over 400,000 gallons

4 Inch Meter
Tier 1 Up to 645,000 gallons
Tier 2 Over 645,000 gallons

6 Inch Meter
Tier 1 Up to 1,330,000 gallons
Tier 2 Over 1.330,000 gallons

ConstructionIBulk, per 1,000 gallons - all gallons
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TYFICAL BILL ANALYSIS

Verde Lee Water Company, Inc.
Docket No. W-02096A-07-0460
Test Year Ended December 31, 2006

Schedule EOA-5

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

Average Number of Customers: 185

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 9,492 $40.63 $47,46 $6.83 16.8%

Median Usage 6,625 $32_89 $37.66 $4.77 14.5%

Staff Pnopused

Average Usage 9,492 $40.63 $53.76 $13.14 32.3%

Median Usage 6,625 $32.89 $42.78 $9.90 30.1%

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

Gallons
Consumption

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

Rates
%

Increase

$21 .25$15.00
18.42
21 .84
25.26
28.68
32.10
35.52
38.94
42.36
45.78
49.20
56.04
62.88
69.72
76.56
83.40

100.50

0.0%
4.1%
7.1%
9.4%

11.2%
12.6%
13.8%
14.9%
15.7%
16.5%
17.1%
18.2%
19.1%
19.8%
20.4%
20.9%
21.8%

23.80
26.35
28.90
32.73
36.55
40.39 .
44122

0
1,000
2,000
3,000
4,000
5,000
6,000
7,000
8,000
9,000

10,000
12,000
14,000
16,000
18,000
20,000
25,000

$15.00
17.70
20.40
23.10
25.80
28.50
31 .20
33.90
36.60
39.30
42.00
47.40
52.80
58.20
63.60
69.00
82.50

48.05
51.88
55.73

:.649 ;

74.11
83.31
92.51

101.71
124.71

41 .7%
34.5%
29.2%
25.1%
26.9%
28.3%
29.5%
30.4%
31.3%
32.0%
32.6%
36.9%
40.4%
43. 1 %
45.5%
47.4%
51 .2%
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Engine e ring  Re port fo r Ve rde  Le e  Wa te r
Company, INC.

<: |

Docke t No. W-02096A-07-0460 (Ra te s )

By:  Ma rlin  S c o tt , J rq /A lx
Utilitie s  Eng ine e r

1
January 17, 2008

CONCLUSIONS

Ve rde  Le e  Wa te r Compa ny, Inc.'s  ("Compa ny") wa te r s ys te m ha s  a  wa te r los s  of 3%.
This  3% is  be low Staff" s  recommended leve l of 10%.

The  Arizona  De pa rtme nt of Environme nta l Qua lity ha s  de te rmine d tha t the  Compa ny's
sys te m 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  Compa ny is  not loca te d in a n Active  Ma na ge me nt Are a  ("AMA") a nd is  not subje ct
to any AMA reporting and conse rva tion requirements .

The  Company has no de linquent Commission compliance  issues.

On Ja nua ry 15, 2008, the  Compa ny submitte d a  curta ilme nt ta riff unde r Docke t No. W-
02096A-08-0033. This  ta riff was  reviewed and ce rtifica ted by S ta ff on Janua ry 17, 2008
and will become effective  on February 14, 2008

The  Company has  an approved backflow prevention ta riff tha t became  e ffective  on June
9, 2000.

R E C O MME NDATIO NS

The  Compa ny re porte d its  a rse nic le ve ls  ra nging from 14 pa rts  pe r billion ("ppb") to 27
ppb. Ba s e d on the s e  a rs e nic le ve ls , the  Compa ny ha s  imple me nte d a  point-of-us e
("P OU") tre a tme nt de vice  progra m to me e t the  ne w a rs e nic s ta nda rd. In  o rd e r to
mainta in this  program, S ta ff recommends  an annua l ma intenance  replacement item cos t
of $7,885 and an annual labor cost of $1,425.

A.

B.

D.

c.

E.

F.

2.

1.

The  Compa ny's  thre e  we ll ca pa city tota ling 336 GP M a nd 500,000 ga llons  of s tora ge
ta nk ca pa city is  a ppropria te  for this  s ys te m. S ta ff re comme nds  tha t We ll #4 not be
included in ra te  base  because  it is  not needed a t this  time . The  new Well #5 (a t 5 GPM),
curre ntly not re porte d a nd include d in this  ra te  proce e ding, is  s till unde r cons truction.



Verde  Lee  Water Company, Inc.
Docke t No. W-02096A-07-0460
Page 2

S ta ff note s  tha t this  we ll production is  not ne e de d a nd the  production of this  we ll a t 5
GP M ma y not be  prude nt whe n compa re d to the  othe r we lls  producing 150 a nd 180
GP M.

Staff recommends its  annual water tes ting expense  of $1,312 be  used for purposes of this
applica tion.

Staff recommends tha t the  Company use  Staffs  deprecia tion ra tes  de linea ted in Table  B.

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.

4.

3.

5.

6. Since  the  Company has  implemented a  POU trea tment program, a  POU Tariff should be
re quire d for this  wa te r sys te m. The re fore , S ta ff recommends  tha t the  a ttached Point-of-
Use  Tre a tme nt De vice  Ta riff in Exhibit P OUbe approved in this  proceeding.
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A.  LO CATIO N O F C O MP ANY

Verde  Lee  Wate r Company, Inc. ("Company") se rves  the  Verde  Lee  Acre s  Subdivis ion which is
loca te d s outhe a s t of Clifton. Figure  l s hows  the  loca tion of the  Compa ny within Gre e ntre e
County and Figure  2 shows the  certifica ted a rea  covering approximate ly 3/4-square-mile

B. DES CRIP TION OF THE WATER S YS TEM

The  wa te r sys te m wa s  fie ld inspe cte d on Octobe r 19, 2007, by Ma rlin S cott, J r., S ta ff Utilitie s
Engine e r, in the  a ccompa nime nt of Forre s t Wilke rs on, Compa ny P re s ide nt, a nd Bob Ros s
Company On-S ite  Manage r. The  sys tem cons is ts  of five  we lls  (one  not-in-se rvice ), four s torage
tanks, two booster systems, and a  dis tribution system serving approximate ly 190 customers

The  s ys te m ha s  two s e pa ra te  pre s s ure  zone s , which a re  inte rconne cte d but ha ve  diffe re nt
hydra ulic cha ra cte ris tics . The  four ope ra ting we lls  pump to the  Ea s t Ta nk S ite  ha ving two
125,000 ga llon s torage  tanks . Two 5-Horsepower ("Hp") boos te r pumps  take  suction from these
lowe r s tora ge  ta nks  a nd dis tribute  wa te r to the  e a s t (or lowe r) s ys te m through a  2,000 ga llon
pre s s ure  ta nk. Two othe r 5-Hp boos te r pumps  ta ke  s uction from the  lowe r s tora ge  ta nks  a nd
pump to the  West Tank S ite  (or uppe r), a lso having two 125,000 ga llon s torage  tanks . From the
uppe r s tora ge  ta nks , two 5-Hp boos te r pumps  dis tribute  wa te r through a  2,000 ga llon pre ssure
tank into the  upper zone

The  cus tome rs  a re  a bout e ve nly divide d be twe e n the  two pre s s ure  zone s , with  a bout 95
cus tome rs  in e a ch zone . The  e ntire  cus tome r ba s e  is  curre ntly us ing point-of-us e  ("P OU")
reverse  osmosis  ("RO") filtra tion units  to mee t the  new a rsenic s tandard

A system schematic is  shown as  Figure  3 and a  de ta iled plant facility lis ting is  a s  follows

Table  1. Well S ite s



Location Storage Tanksr
Two 5-Hp booste rs  with 2,000

gallon pressure  tank
Two 5-Hp booste rs  tha t pump

to West Tank/Booster S ite
Two 5-Hp booste rs  with 2,000

gallon pressure  tank

East Tank S ite

West Tank Site Two 125,000 ga llons

East Tank Site Two 125,000 ga llons

Diameter Ma te ria l Le ngth
|
r

8,000 ft. n4-inch P VC

6-inch P VC
I

30,716 ft.

8-inch P VC 2,100 ft.

1I Tota l: 40,816 ft.

Size Qua ntityr
190

5/8 x 3/4-lnch

3/4-1nch
I

* (1)

190

1 - Inch

1-1/2-lnch

2-inch

Tota l:

Verde Lee Water Company, Inc.
Docket No. W-02096A-07-0460
Page 5

Well #5 (ID #55-623674) is located at the West Tank Site and was recently drilled. This well
was not included in this rate application and was not-in-service during Staffs inspection.

Ta ble  2. S tora ge  a nd Boos te r S ite s

Booster Systems

Table 3. Water Mains

Table 4. Customer Meters

* Note : This customer was an old tra ile r park tha t is
no longer a  customer.



Structures

East Tank Site: 30 ft. x 62 ft. building, 600 lineal feet of chain
link fencing, rock wall.

; West Tank S ite : 20 ft. x 30 ft. building and 400 linea l fee t of cha in
. link fe ncing.
|
I

I

Point-of-Use Reverse Osmosis Filtration Units, 190 each

I

Treatment l

Verde Lee Water Company, Inc.
Docket No. W-02096A-07-0460
Page 6

Table 5. Structures

Table 6. Treatment

Point-of-Use Treatment

The Company implemented a new POU treatment program by installing Watts Premier RO units
for  a ll of its  customers. As  pa r t  of  this  r a t e t i l ing,  the Compa ny ha s  r eques ted a r ia l
maintenance cost for replacement of the filters and membranes at $35 and $48 each, respectively.
Staff has reviewed this request and recommends the following costsl

Replacement Item Cost No. of Units Duration Annual Cost

1. Filters
2. Membranes

$35
$48

190 each
190 each

Every 2 years
Every 2 years

$3,325
$4,560

Total annual replacement item cost: $7,885

3. Annual labor cost to replace filters and membranes
divided bye years = $1,425

(190 units X 1 hour X $15.00 per hour)

In addition, Staff will provide the additional arsenic sampling cost per the ADEQ Point-of-Use
Compliance Program Guidance and a depreciation rate for the POU treatment device per Watts
Premier's recommendation. These two additional items are included in the Water  Testing
Expense and Depreciation Rates sections of this report.
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Figure  1. Greenlee  County Map

Figure  2. Ce rtifica ted Area
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Wa te r S o ld

Figure  4 repre sents  the  wa te r consumption da ta  provided by the  Company in its  wa te r use  da ta
s he e t. Cus tome r cons umption e xpe rie nce d a  high monthly wa te r us e  of 440 ga llons  pe r da y
("GP D") pe r conne ction in J une  a nd a  low monthly wa te r us e  of 198 GP D pe r conne ction in
December for an average  monthly use  of 300 GPD per connection.

c .  WATE R US E
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Figure  4. Water Use

Non-Account Water

Non-account wa te r should be  10% or le ss . The  Company reported 20,213,940 ga llons  of wa te r
sold a nd 20,820,270 ga llons  pumpe d, re sulting in a  wa te r los s  pe rce nt 3%. This  3% is  be low
Staff s  recommended leve l of 10%.

Svstem Analvsis

The  sys te m's  curre nt ope ra tion of the  four source  we ll ca pa city tota ling 486 GPM a nd 500,000
ga llons  of s torage  tank capacity could se rve  up to approximate ly 1,150 se rvice  connections . The
system currently has 182 connections.

In the  prior year 2000 ra tes  and financing cases, the  Company opera ted three  wells , Wells  #1 , #2
a nd  #3 , withou t me te rs  with  e s tima te d  flow ra te s  o f 200  GP M, 200  GP M, a nd  30  GP M,
re spective ly. In the  financing ca se , the  Company was  authorized a  loan approva l to cons truct a
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n e w 1 2 5 ,0 0 0  g a llo n  s to ra g e  ta n k a n d  in s ta lla tio n  o f th re e  we ll me te rs ,  a mo n g  o th e r
improve me nts . One  of the  Compa ny's  fina ncing re que s ts , tha t wa s  not a uthorize d, wa s  to re fit
the  30  GP M we ll (We ll #3) with  a  h ighe r hors e powe r pump, which  S ta ff s ta te d  wa s  "not
prude nt" a nd not ne ce s s a ry a t tha t time  s ince  the  two 200 GP M we lls  (We lls  #l a nd #2) we re
s ufficie nt. In fa ct, S ta ff s ta te d tha t "a ny s tora ge  or production be yond the  propos e d 125,000
gallon tank, would not be  necessary a t the  present customer base and water demand."

In 2002, the  Compa ny cons tructe d a  ne w We ll #4 (a t 150 GP M) a nd is  curre ntly comple ting
a nothe r ne w We ll #5 (a t 5 GP M), which wa s  not re porte d a nd include d in this  ra te  ca s e . In
a ddition, the  Compa ny ins ta lle d the  thre e  we ll me te rs  indica ting We ll #1 wa s  pumping a t 150
GP M, We ll #2 a t 180 GP M a nd We ll #3 a t 6 GP M. Ba s e d in the s e  thre e  we lls  tota ling to 336
GPM, a long with the  500,000 ga llon s tora ge  ta nk ca pa city, this  wa te r sys te m could a de qua te ly
se rve  up to approxima te ly 450 se rvice  connections . The re fore , any new we lls , i.e ., We ll #4 and
Well #5, a re  not needed a t this  time.

S ince  the  wa te r sys tem is  hydraulica lly sepa ra ted into two diffe rent pre ssure  zones  and se rvice
areas , and due  to the  Company's  remote  loca tion as  to where  a  well repa ir can take  up to 6 days,
the  thre e  we ll ca pa city tota ling 336 GP M a nd 500,000 ga llons  of s tora ge  ta nk ca pa city is
appropria te  for this  system.

S ta ff recommends  tha t the  addition of Well #4 should not be  included in ra te  base  because  the
production of this  we ll a t 150 GP M is  not ne ce ssa ry a t this  time . The  ne w We ll #5 (a t 5 GP M),
currently not reported and included in this  ra te  proceeding, is  s till under cons truction. S ta ff notes
tha t this  we ll production is  not ne e de d a nd the  production of this  we ll a t 5 GP M ma y not be
prudent when compared to the  other wells  producing 150 and 180 GPM.

D.  G R O WTH

Based on da ta  from the  Company's  Annua l Reports , this  wa te r sys tem can be  expected to have
little  to no growth in the  foreseeable  future .

E . AR IZO NA DE P AR TME NT O F E NVIR O NME NT AL Q UALIT Y (" ADE Q " )
C O MP LIANC E

Compliance

According to an ADEQ Compliance  S ta tus  Report, da ted Janua ry 25, 2007, tha t was  submitted
with the  ra te  applica tion, ADEQ reported no deficiencies  and has  de te rmined tha t the  Company's
s ys te m, P WS  #06-004 is  curre ntly de live ring wa te r tha t me e ts  the  wa te r qua lity s ta nda rds
required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4.



No. of
tests

Monitoring
(Tests per 3 years, unless noted.)

Cost per
test

$360

MAP

MAP

Annua l
Cost

Tota l coliform - monthly $30 12

MAP

MAP

Inorganics P riority P ollutants

Radiochemica l - per 4 years

Phase  II and V:

MAP MAP

MAP MAP

MAP MAP

Radiochemica l - per 4 years

Nitra te  - a nnua l MAP

MAP

MAP

$718

$75

$109

$50

Nitrite .- once per period MAP MAP

Asbestos - per 9 years MAP MAP

MAP

5

1

2

MAP - IOns, SOCs,& VOCs MAP

Lead & Copper ._ per 3 years $45

D/DBP :

TTHM/HH5 per 3 years $326

Arsenic - POU Program $25

Tota l $1,312
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Water Testing Expense

The Company is subject to mandatory participation in the Monitoring Assistance Program
("MAP"). Starting January 1, 2002, water companies paid a fixed $250 per year fee, plus an
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 Company reported its water  testing expense at $4,516 during the test year. Staff has
reviewed these expenses and has recalculated the annual expense by the disallowance of the cost
related to the new Well #4 and adding the omitted monitoring requirements for lead & copper,
Disinfection/Disinfection By-Product ("D/DBP"), and arsenic sampling for the POU program.
Annua l D/DBP monitor ing applies  to any public  wa ter  sys tem tha t  adds  a  ha logena ted
disinfectant during the treatment process. The Company manually chlorinates its sources and
therefore, is required to monitor for D/DBP. Table A shows Staffs adjusted annual monitoring
expense estimate of $1,312 with participation in the MAP.

Table A. Water Testing Cost

Note: ADEQ - MAP invoice for the 2007 Calendar Year is $717.74

Staff recommends its annual water  testing expense of $1,312 be used for  purposes of this
application.



NARUC
Acct. No.

Depreciable  P lant
Average

Service  Life
(Ye a rs )

Annua l
Accrua l

Ra te  (%)

3.33

2.50

2.50

Structures & Improvements 30

Collecting & Impounding Reservoirs 40

Lake, River, Canal Intakes 40

Wells & Springs 30

304

305

306

307
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Ars e n ic

The Company reported its arsenic levels from its Well #l, #2, #3, and #4 at 24 parts per billion
("ppb"), 20 ppb, 14 ppb and 27 ppb, respectively. Based on these arsenic levels and as indicated
in the Point-of-Use Treatment Section of this report, the Company has implemented a point-of
use treatment device program to meet the new arsenic standard of 10 ppb

F. ARIZONA DEPARTMENT OF WATER RESOURCES COMPLIANCE

The Company is not located in an Active Management Area ("AMA") and therefore,  is not
subj et to any AMA reporting and conservation requirements

G. ARIZONA CORPORATION COMMISSION CCMPLIANCE

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

H.  DE P R E C IAT IO N R AT E S

The Company has been using depreciation rates similar to Staff" s typical and customary rates but
not for every National Association of Regulatory Utility Commissioners ("NARUC") plant
category. In recent orders, the Commission has been shifting away from the use of composite
rates in favor of individual depreciation rates by NARUC category. (For example, a uniform 59
composite rate would not really 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 Company
use depreciation rates by individual NARUC category on a going-forward basis

Ta ble  B. De pre cia tion Ra te s



I

343 Tools ,  S hop & Ga ra ge  Equipm e nt 20 5.00
g
I

Labora tory Equipment 1 0 10.00

Power Operated Equipment 20
I

5.00

Communica tion Equipment 1 0 10.00

Misce llaneous Equipment 10

Othe r Ta ngible  P la nt

308 In filtra tion  G a lle rie s 15 6.67
I

309 Raw Water Supply Mains 50 2.00

310 Power Genera tion Equlpment 20 5.00

9 311 Pumping Equipment 8
I
x12.5

Water Treatment Plants 30

Solution Chemical Feeders 5

Point-of-Use Treatment Devices 1 0

Dis tribu tion  Re s e rvoirs  & S ta ndpipe s
u ¢., w' "

9;<

S tora ge  Ta nks 45 2.22
.
E

Pres s ure  Tanks 20 5.00
|

Transmiss ion & Dis tribution Ma ins 50 2.00

S ervices 30 3.33

Mete rs 12 8.33

Hydra n ts 50

Ba ckflow P re ve n tion  De vlce s 15

Other P lant & Misc Equipment 15

Office  Furniture  & Equlpment 15

20.00

4.00

Com pute rs  & S oftwa re 5

Transporta tion Equipment 5

S tore s  Equipm e nt 25

344

345

346

347

348
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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 P lant may va ry from 5% to 50%. The deprecia tion ra te would
be set in accordance with the specific capita l items in this  account



Meter S ize
Me te r Ins ta lla tion

Charges

Total Charges
(Equa l to current

charges)

Service
Line  Charges

$375

$510

$740

$1,300
$1,930

I 3-inch Turbine
3-mch - Compound

$305 $70

$305 $130

$355 $155

$380 $360

$470
$470

$830
$1,460

$595
$595

$1,260
$1,975

$880
$880

$1,990
$2,795

$1,330
$1,330

$4,045
$5,640

5/8 X 3/4-inch

3/4-inch

1 -inch

1-1/2-lnch

2-lnch - Turbine
2-inch - Compound

$435

$510

$1,855
$2,570
$2,870
$3,675

$1,855
$2,570
$2,870
$3,675
$5,375
$6,970

4-1nch - Turbine
4-inch - Compound

6-inch - Turbine
6-inch -- Compound
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1 .  O T HE R IS S UE S

1. Service Line and Meter Installation Charges

The  Com pa ny d id  not re que s t cha nge s  to  its  to ta l s e rv ice  line  a nd m e te r ins ta lla tion  cha rge s .
Howe ve r,  s ince  the  Com pa ny m a y a t tim e s  ins ta ll m e te rs  on e xis ting s e rvice  line s ,  it would be
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 om m e nds  a pp rova l o f the  c ha rge s  a s  s hown  in  Ta b le  C  be low,  with  s e pa ra te  in s ta lla tion
cha rge s  for the  se rvice  line  a nd me te r ins ta lla tions .

Ta ble  C. Se rvice  Line  a nd Me te r Ins ta lla tion Charges

2 . Cu r t a ilm e n t  Ta r iff

In  th e  c o u rs e  o f th is  ra te  p ro c e e d in g ,  it  wa s  d is c o v e re d  th a t th e  C o m p a n y d id  n o t h a v e  a n
a p p ro v e d  c u rta ilm e n t ta riff Ho we v e r ,  o n  J a n u a ry  1 5 ,  2 0 0 8 ,  th e  C o m p a n y s u b m it te d  a
c u rta ilm e n t  ta riff u n d e r Do c ke t  No .  W -0 2 0 9 6 A-0 8 -0 0 3 3 . Th is  t a r iff  wa s  re v ie we d  a n d
ce rtifica te d by S ta ff on J a nua ry 17, 2008 a nd will be come  e ffe ctive  on Fe brua ry 14, 2008.

3 . Ba c kflo w P re ve n t io n  Ta r iff

The  Compa ny ha s  a n a pprove d ba ckflow pre ve ntion ta riff tha t be ca me  e ffe ctive  on J une  9, 2000.
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4. Po in t-o f-Us e  Tre a tme nt De vic e  Ta riff

The  Commis s ion ha s  re ce ntly a pprove d the  imple me nta tion of a  ne w P OU Tre a tme nt De vice
Ta riff. S ince  the  Company has  implemented a  POU trea tment program, a  POU Tariff should be
re quire d for this  wa te r s ys te m. The re fore , S ta ff re comme nds  tha t the  a tta che d P oint-of-Use
Trea tment Device  Ta riff in Exhibit POU be  approved in this  proceeding.



EXHIBIT POU



ll lllllllllllllllllllllllll l l l

P a ge  1 off

Company: Verde  Lee Wate r Company, Inc. De cis ion No .:

Phone: 928-428-3190 Effective Date:

POINT-OF-USE TREATMENT DEVICE TARIFF

P URP OS E:

The  purpose  of this  ta riff is  to enable  Ve rde  Lee Wa te r Co mp a n y, In c . ("Compa ny") to
e ns ure  its  complia nce  with the  re quire me nts  of the  Arizona  De pa rtme nt of Environme nta l
Qua lity ("ADEQ") for P oint-of-Use  ("P OU") tre a tme nt. P OU tre a tme nt is  to be  ins ta lle d on the
cus tome r's  p re mis e s ,  ma in ta ine d , a nd  te s te d  pu rs ua n t to  the  p rovis ion  o f the  Arizona
Adminis tra tive  Code  ("A.A.C.") Rl 8-4-222 a nd ADEQ's  Arizona  P oint-of-Us e  Complia nce
Progra m Guida nce  ("Guida nce "). A POU tre a tme nt de vice  will tre a t only the  wa te r inte nde d for
direct consumption, typica lly ins ta lled a t a  s ingle  tap such as  the  kitchen s ink.

R E Q UIR E ME NTS :

The  re qu ire me nts  to  be  in  complia nce  with  the  Rule s  o f the  Arizona  Corpora tion
Commis s ion ("Commis s ion") a nd the  ADEQ, s pe cifica lly A.A.C. R14-2-407, R14-2-410, R18-
4-222 and the  Guidance  tha t governs  this  ta riff a re  as  follows:

1. The  Company sha ll purchase  and ins ta ll the  POU trea tment device .

2. S ubje ct to the  provis ions  of A.A.C. Rl 8-4-222 a nd the  Guida nce , the  ins ta lla tion of
the  POU trea tment device  will be  a  condition of se rvice .

3. The  ins ta lla tion of the  POU trea tment device  will be  a rranged to be  ins ta lled a t a  time
convenient to the  customer and the  Company.

The  cus tome r mus t pe rmit the  Compa ny or its  a ge nts  to e nte r the  home  to ma inta in
the  sys tem in good working orde r, including, but not limited to, pe riodic replacement
of filte rs , wa te r sampling, and replacement of the  sys tem from time  to time .

5. The  POU trea tment devices  sha ll be  the  property of the  Company.

6. S ubje ct to  the  provis ions  of A.A.C. R14-2-407 a nd 410, a nd in  a ccorda nce  with
P a ra gra phs  1 a nd 4 of this  ta riff, the  Compa ny ma y te rmina te  s e rvice  or ma y de ny
s e rvice  to a  cus tome r who fa ils  to ins ta ll a  P OU tre a tme nt de vice  or to pe rmit the
servicing and tes ting of the  POU trea tment device  as  required by this  ta riff.

4.

7. The  Compa ny s ha ll give  a ny cus tome r who is  re quire d to ins ta ll a  P OU tre a tme nt
de vice  writte n notice  of s a id re quire me nt. The  cus tome r s ha ll be  give n s ixty (60)
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Company: Verde  Lee  Water Company, Inc. De cis ion No.:

Phone: 928-428-3190 Effe ctive  Da te :

da ys  from the  time  s uch writte n  notice  is  re ce ive d in  which to  comply with  th is
notice . If A.A.C. R14-2-410.B.I. is  not a pplica ble  a nd the  cus tome r ca n s how good
ca use  a s  to why the  de vice  ca nnot be  ins ta lle d within s ixty (60) da ys , the  Compa ny
may a llow the  customer an additiona l s ixty (60) days  to have  the  device  ins ta lled.

8. Te s ting of the  P OU tre a tme nt de vice  sha ll be  in conforma nce  with the  re quire me nts
ofA.A.C. R18-4-222 and the  Guidance .

9. Cons is te nt with the  provis ions  of A.C.C. R14-2-407.B.2 a nd 3, e a ch cus tome r s ha ll
be  re s pons ible  for s a fe gua rding a ll Compa ny prope rty ins ta lle d on the  cus tome r's
pre mise s  for the  purpose  of supplying cle a n wa te r to tha t cus tome r. Ea ch cus tome r
sha ll e xe rcise  a ll re a sona ble  ca re  to pre ve nt los s  or da ma ge  to Compa ny prope rty,
e xcluding ordina ry we a r a nd te a r. The  cus tome r s ha ll be  re s pons ible  for los s  of or
da ma ge  to Compa ny prope rty on the  cus tome r's  pre mis e s  a ris ing from ne gle ct,
ca re le ssness , or misuse  and sha ll re imburse  the  Company for the  cos t of necessa ry
repairs  or replacements .

10. Pursua nt to A.C.C. R14-2-407.B.5, e a ch cus tome r sha ll be  re spons ible  for notifying
the  Compa ny of a ny fa ilure  ide ntifie d in the  Compa ny's  P OU tre a tme nt de vice  a nd
system.

Attachment-AAC: Arizona  Adminis tra tive  Codes  (4 pages)
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Arizona Administrative Codes

R14-2-407. Provis ion of s ervice

A. Utility responsibility. Each utility shall be responsible  for providing potable water to the cus tomer's
point of de livery.

B. Customer responsibility
1. Each customer shall be responsible for maintaining all facilities  on the customer's  s ide of the

point of delivery in a safe and efficient manner and in accordance with the rules of the s tate
Department of Health.

2. Each customer shall be responsible for safeguarding all utility property installed in or on the
customer's premises for the purpose of supplying water to that customer.

3. Each customer shall exercise all reasonable care to prevent loss or damage to utility property,
excluding ordinary wear and tear. The customer shall be responsible for loss of or damage to
utility property on the customer's premises arising from neglect, carelessness, or misuse and shall
reimburse the utility for the cost of necessary repairs  or replacements.

4. Each customer shall be responsible for payment for any equipment damage resulting from
unauthorized breaking of seals , interfering, tampering or bypassing the utility meter.
Each cus tomer shall be responsible  for notifying the utility of any failure identified in the utility's
equipment.
Water furnished by the utility shall be used only on the customer's  premises and shall not be
resold to any other person. During critical water conditions, as  determined by the Commission,
the customer shall use water only for those purposes specified by the Commission. Disregard for
this  rule shall be sufficient cause for refusal or discontinuance of service.

c. Continuity of service. Each utility shall make reasonable efforts  to supply a satisfactory and
continuous level of service. However, no utility shall be responsible for any damage or claim of
damage attributable to any interruption or discontinuation of service resulting from:
I. Any cause against which the utility could not have reasonably foreseen or made provision for,

i.e., force Maj cure
Intentional service interruptions to make repairs  or perform routine maintenance
Curtailment.

2.
3.

D. Service interruptions
1. Each utility shall make reasonable efforts  to reestablish service within the shortest possible time

when service interruptions occur.
Each utility shall make reasonable provisions to meet emergencies resulting from failure of
service, and each utility shall issue instructions to its  employees covering procedures to be
followed in the event of emergency in order to prevent or mitigate interruption or impairment of

5.

6.

2.

4.

3.
service.
In the event of a national emergency or local disaster resulting in disruption of normal service,
the utility may, in the public interest, interrupt service to other customers to provide necessary
service to civil defense or other emergency service agencies on a temporary basis until nonna
service to these agencies can be restored.
When a utility plans to interrupt service for more than 4 hours to perform necessary repairs  or
maintenance, the utility shall attempt to inform affected customers at least 24 hours in advance of
the scheduled date and estimated duration of the service interruption. Such repairs shall be



Attaclnnent-AAC
Page 2 of 4

completed in the  shortest possible  time to minimize the  inconvenience to the  customers of the
utility.
The Commission shall be  notified of interruptions in service  affecting the  entire  system or any
major division thereof. The  interruption of service  and cause  sha ll be  reported within 4 hours
after the  responsible  representa tive  of the  utility becomes aware  of sa id interruption by te lephone
to the  Commission and followed by a  written report to the  Commission.

E. Minimum delivery pressure . Each utility sha ll mainta in a  minimum standard de livery pressure  of 20
pounds per square  inch gauge (PSIG) at the  customer's meter or point of delivery.

F. Construction standards. Each utility sha ll constrict a ll facilities  in accordance  with the  guide lines
established by the state  Department of Health Services.

R14-2-410. Te rmin a tio n  o f s e rvice

A. Nonpermissible  reasons to disconnect se rvice . A utility may not disconnect se rvice  for any of the
reasons stated below:
1. Delinquency in payment for services rendered to a  prior customer a t the  premises where  service

is being provided, except in the  instance where  the  prior customer continues to reside  on the

3.
4.

premises.
Failure  of the  customer to pay for services or equipment which is not regula ted by the
Commission.
Nonpayment of a  bill re la ted to another class of service .
Failure  to pay for a  bill to correct a  previous underbilling due to an inaccurate  meter or meter
failure  if the  customer agrees to pay over a  reasonable  period of time.

B. Termina tion of se rvice  without notice
1. Utility se rvice  may be  disconnected without advance  written notice  under the  following

conditions:
a. The existence of an obvious hazard to the safety or health of the consumer or the general

popula tion.
b. The  utility has  evidence  of me te r tampering or fraud.
c. Unauthorized resa le  or use  of utility services.
d. Fa ilure  of a  customer to comply with the  curta ilment procedures  imposed by a  utility during

supply shortages.
2. The  utility sha ll not be  required to restore  se rvice  until the  conditions which resulted in the

termination have been corrected to the  sa tisfaction of the  utility.
Each utility sha ll mainta in a  record of a ll te rmina tions of se rvice  without notice . This record sha ll
be  mainta ined for a  minimum of 1 year and shall be  available  for inspection by the  Commission.

c.

5.

2.

Termina tion of se rvice  with notice
1. A utility may disconnect se rvice  to any customer for any reason sta ted be low provided the  utility

has met the notice requirements established by the Commission:
a . Customer viola tion of any of the  utility's  ta riffs  tiled with the  Commission and/or viola tion

of the  Commission's rules and regulations.
b . Fa ilure  of the  customer to pay a  de linquent bill for utility service .
c. Failure  to meet or mainta in the  utility's credit and deposit requirements.
d. Fa ilure  of the  customer to provide  the  utility reasonable  access to its  equipment and property.

Customer breach of a  written contract for service  between the  utility and customer.

3.

e.
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f. When necessary for the  utility to comply with an order of any governmenta l agency having
such jurisdiction.

Each utility sha ll mainta in a  record of a ll te rmina tions of se rvice  with notice . This record sha ll be
mainta ined for l yea r and b e available  for Commission inspection.

D. Te rmina tion notice  requirements
1. No utility sha ll te rmina te  se rvice  to any of its  customers  without providing advance  written

notice  to the  customer of the  utility's  intent to disconnect service , except under those  conditions
specified where  advance written notice  is not required.
Such advance  written notice  sha ll conta in, a t a  minimum, the  following information:
a . The name of the person whose service is to be terminated and the address where service is

being rendered.
b. The  Commission rule  or regula tion tha t was viola ted and explana tion thereof or the  amount

of the  bill which the  customer has fa iled to pay in accordance  with the  payment policy of the
utility, if a pplica ble .

c. The date  on or after which service  may be tenninated.
d. A sta tement advising the  customer to contact the  utility a t a  specific address or phone

number for information regarding any deferred payment or other procedures which the  utility
may offer or to work out some other mutually agreeable  solution to avoid te rmination of the
customer's service.
A sta tement advising the  customer that the  utility's sta ted reason for the  termination of
services may be disputed by contacting the utility a t a  specific address or phone number,
advising the utility of the  dispute  and making arrangements to discuss the cause for
termination with a  responsible  employee of the  utility in advance of the  scheduled date  of
termination. The responsible  employee shall be empowered to resolve the dispute  and the
utility sha ll re ta in the  option to te rmina te  service .

E. Timing of te rmina tions  with notice
1. Each utility sha ll be  required to give  a t least 10 days advance  written notice  prior to the

termination date .
2. Such notice  shall be  considered to be  given to the  customer when a  copy thereof is left with the

customer or posted first class in the United States mail, addressed to the customer's last known
address.

3. If a fte r the  period of time a llowed by the  notice  has e lapsed and the  de linquent account has not
been paid nor arrangements made with the  utility for the  payment thereof or in the  case  of a
viola tion of the  utility's  rules the  customer has not sa tisfied the  utility tha t such viola tion has
ceased, the  utility may then terminate  service  on or after the  day specified in the  notice  without
giving furthe r notice .
Service  may only be  disconnected in conjunction with a  personal visit to the  premises by an
authorized representa tive  of the  utility.
The  utility sha ll have  the  right (but not the  obliga tion) to remove any or a ll of its  property
installed on the customer's premises upon the termination of service.

F .

2.

2.

4.

5.

Landlord/tenant rule . In situations where  service  is rendered a t an address different from the  mailing
address of the  bill or where  the  utility knows tha t a  landlord/tenant re la tionship exists and tha t the
landlord is the  customer of the  utility, and where  the  landlord as a  customer would otherwise  be
subject to disconnection of service , the  utility may not disconnect service  until the  following actions
have been taken:

e.
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2.

Where it is  feasible to so provide service, the utility, after providing notice as  required in these
rules , shall offer the occupant the opportunity to subscribe for service in his  or her own name. If
the occupant then declines to so subscribe, the utility may disconnect service pursuant to the
rules .
A utility shall not attempt to recover from a tenant or condition service to a tenant with the
payment of any outstanding bills  or other charges due upon the outstanding account of the
landlord.

R18-4-222. Use of Point-of-Entry or Point-of-Use Treatment Devices

A public water system may use a point-of-use treatment device to achieve compliance with a MCL,
provided that the point-of-use treatment device meets the requirements of 42 U.S.C. 300g-
l(b)(4)(E)(ii) (2001), and the requirements  lis ted under subsections  (B)(l) through (B)(6).
A public water system may use a point-of-entry treatment device to achieve compliance with a MCL
if the public water system meets  all of the following requirements:
l. The  public wa te r s ys tem develops a monitoring plan for the treatment device and obtains the

Department's  written approval of the monitoring plan before a point-of-entry treatment device is
installed. The monitoring plan shall provide reasonable assurance that the treatment device
provides health protection equivalent to that provided by central water treatment.

2. The design of the point-of-entry treatment device is  approved, in writing, by the Department.
3. The public water system operates  and maintains the point-of-entry treatment device.
4, The microbiological safety of water that is  treated by a point-of-entry treatment device is

maintained at all times. The design and application of the treatment device shall consider the
tendency for increase in heterotrophic bacteria concentrations in water treated with activated
carbon. The Department may require frequent backwashing, post-contactor disinfection, or HPC
monitoring to ensure that the microbiological safety of water is  not compromised.

5. The public water sys tem ins talls  a  sufficient number of point-of-entry treatment devices  to
buildings connected to the public water system so that every person served by the public water
system is protected. Every building connected to the public water system shall be subject to
treatment and monitoring.

6. The rights  and responsibilities  of persons served by the public water system convey with title
upon the sale of property.

A public water system that uses a point-of-entry treatment device or a point-of-use treatment device
as a condition for receiving a variance or an exemption shall meet the requirements listed under
subsection (B).
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