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TO: THE COMMISSION
JAN 252008

FROM: Utilitie s  Divis ion

DATE : January 25, 2008

IN THE  MATTE R O F THE  AP P LICATIO N O F ARIZO NA WATE R CO MP ANY,
AN ARIZONA CORP ORATION FOR AUTHORITY TO HVIP LEMENT ARS ENIC
COS T RECOVERY MECHANIS M FOR ITS  CAS A GRANDE WATER S YS TEM
IN ITS  WES TERN GROUP  (DOCKET no. W-01445A-04-0650)

Introduction

P urs ua nt to De cis ion Nos . 66400 a nd 68302, Arizona  Wa te r Compa ny ("Compa ny",
"Ap p lic a n t" o r "AW C") file d  a n  a p p lic a tio n  o n  No ve mb e r 1 4 ,  2 0 0 7 ,  with  th e  Ariz o n a
Corpora tion Commiss ion ("Commiss ion") reques ting authoriza tion to implement S tep One  of the
Arsenic Cos t Recove ry Mechanism ("ACRM") for its  Casa  Grande  Wa te r Sys tem in its  Wes te rn
Group.

AWC re que s ts  a  S te p-One  ACRM surcha rge  of $1.88 on the  monthly cus tome r cha rge
and $0.1551 per 1,000 ga llons  on the  commodity ra te  for Casa  Grande . The  Company es timates
(based on 8,834 ga llons  used on the  5/8-inch mete r), the  average  res identia l cus tomer bill would
increase  by approximate ly $3.25 from $22.11 to $25.36 (14.7 percent).

S ta ff s  ana lys is  of AWC's  applica tion revea led tha t the  Company used an incorrect gross
re ve nue  conve rs ion fa ctor in its  ca lcula tion of the  a rs e nic re ve nue  re quire me nt' Corre ction of
the  e rror incre a se s  the  a rse nic re ve nue  re quire me nt by $5,958 from $1,286,326 to $l,292,284.
S ta ff recommends  a  S tep-One  ACRM surcharge  comprised of a  $1.89 monthly cus tomer cha rge
(5/8-inch mete r) and a  $0.1558 per 1,000 ga llons  commodity ra te  for Casa  Grande  to correspond
with its  re comme nde d a rs e nic re ve nue  re quire me nt. S ta ff ca lcu la te s  tha t the s e  ACRM
s urcha rge s  would incre a s e  the  monthly bill for the  a ve ra ge  re s ide ntia l cus tome r us ing 8,834
ga llons  by $3.27 from $22.11 to $25.38 (14.8 percent).

Background

On J a nua ry 23 , 2001, the  Environme nta l P ro te ction  Age ncy ("EP A") re duce d the
drinking wa te r ma ximum conta mina nt le ve l of a rs e nic from 50 pa rts  pe r billion ("ppb") to 10
ppb. All community wa te r s ys te ms  a nd non-tra ns ie nt non-community wa te r s ys te ms  ne e d to
comply with the  new federa l rule  by the  January 23, 2006 deadline .

1 AWC provided Staff with updated schedules showing agreement with Staffs gross revenue conversion factor.

RE:
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In Se pte mbe r 2004, AWC file d a n a pplica tion with the  Arizona  Corpora tion Commiss ion
for a  ra te  increa se  in its  Wes te rn Divis ion. The  ra te  applica tion included a  reques t for an ACRM
for AWC's  We s te rn Group tha t conforms  with the  ACRM a uthorize d in De cis ion No. 66400
(Octobe r 14, 2003) for its  Northe rn Group. On Nove mbe r 14, 2005, the  Commis s ion is s ue d
Decis ion No. 68302 approving an ACRM for the  Weste rn Group.

On Nove mbe r 14, 2007, AWC tile d a n a pplica tion to imple me nt S te p One  of its  ACRM
for its  Ca sa  Gra nde  Wa te r S ys te m. In conformity with De cis ion Nos . 66400 a nd 66849, AWC
seeks a  surcharge  to recover a  re turn on its  a rsenic remedia tion investment, deprecia tion expense
and re la ted income  taxes . The  Company is  not seeking recove ry of new or additiona l Ope ra ting
and Maintenance expenses a t this  time.

Authorization for an Arsenic Cost Recovery Mechanism (Decision Nos. 66400 and 68302)

De cis ion Nos . 66400 a nd 68302 conditione d a pprova l of a n ACRM s urcha rge  on the
following crite ria :

AWC sha ll file  the  s che dule s  to show the  a ctua l cos t of cons truction of a rs e nic
re la te d fa cilitie s  a nd tha t the  proje cte d ra te  of re turn with the  ACRM doe s  not
e xce e d a uthorize d le ve ls . AWC s ha ll a ls o file  a ny re le va nt da ta  re que s te d by
Sta ff to support the  ACRM increase .

AWC sha ll file  a  full ra te  applica tion no la te r tha t September 30, 2007, based on a
2006 test year

AWC s ha ll ide n tify a s  a  s e pa ra te  line  ite m on  cus tome r b ills  the  cha rge s
a ttributa ble  to fe de ra lly ma nda te d a rse nic re duction cos ts . At le a s t four time s
a nnua lly, the  bills  s ha ll include  in bold print or dis tinguis hing ink color tha t the
AC R M c o s ts  a re  th e  re s u lt  o f fe d e ra l m a n d a te s  b y th e  Un ite d  S ta te s
Environmenta l P rotection Agency.

The  ACRM s che dule s  provide  for the  ca lcu la tion  of a  s urcha rge  ba s e d  on
fina ncia l re cords  a nd a n Ea rnings  Te s t S che dule  tha t limit the  ACRM surcha rge
re ve nue  to a n a mount tha t would not re s ult in a  ra te  of re turn e xce e ding tha t
authorized in Decis ion No. 68302.

Re s ide n tia l Utility Cons ume r Offic e  ("RUCO") Ana lys is

On December 19, 2007, RUCO filed its  report on its  audit of AWC's  Casa  Grande  Wate r
S ys te m S te p-One  ACRM surcha rge  re que s t. RUCO re comme nds  a doption of the  Compa ny's
applica tion a s  filed.

2 A Procedura l Order, da ted December 29, 2006, subsequently revised this  condition to reflect a  filing da te no la ter
than September 30> 2008 and a test year ending December 31, 2007.

4.

3.

2.

1.
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S ta ff Ana lys is

ACRM Filin g  Re q u ire me n ts

Decis ion No. 66400 requires  AWC to tile  ten schedules  as  follows: ba lance  shee t. income
s ta te me nt, e a rnings  te s t, ra te  re vie w, a rs e nic re ve nue  re quire me nt, s urcha rge  ca lcula tion
a djus te d ra te  ba se  s che dule , cons truction work in progre s s  le dge r, thre e -fa ctor a lloca tion a nd
typica l bill a na lys is

AWC filed the  following schedules  for the  Casa  Grande  Wate r System

Balance Sheet - a  ba la nce  she e t for its  Casa Gra nde  Wa te r Sys te m which is  the
most current ba lance  sheet a t the  time of the  filing .. June  30, 2007

Income  S ta te me nt - a  mos t current income  s ta tement for its  Casa  Grande  Wate r
System - period ending June 30, 2007

Ea rnings  Te s t Sche dule - a n "Ea rnings  Te s t" s che dule  for the  twe lve  months
ending June, 2007 for its  Casa  Grande Water System

Rate  Re vie w S che dule a  Ca sa  Gra nde  Wa te r S ys te m sche dule  including the
effects of the  proposed increase

Arsenic Revenue  Requirement Ca lcula tion -
revenue  requirement ca lcula tion for s tep one

a Casa Grande Water System arsenic

Surcha rge  Ca lcula tion - s e pa ra te , de ta ile d s urcha rge  ca lcula tions  for both the
Minimum Charge  and Commodity Charge  for the  Casa  Grande  Water System

Adjusted Ra te  Base  Schedule --- a  Casa  Grande  Water System schedule  showing
the  effects  of the  arsenic plant investment

Cons truction Work In P rogre s s  ("CWIP ") Le dge r - a  le dge r showing the  a rse nic
construction work in progress  accounts  for the Casa Grande Water System

Three  factor a lloca tion schedule .-
a ll the  dis tricts  within the  Weste rn Group

a  schedule  showing the  factors  a ttributable  to

10. Typica l Bill Ana lys is  .- ACRM S te p 1 .-- A sepa ra te  typica l bill ana lys is  showing
the  e ffects  on res identia l cus tomers  a t the  average  res identia l usage  for the  Casa
Grande Water System

Sta ff pe rformed an examina tion of AWC's  Casa  Grande  Wate r Sys tem S tep-One  ACRM
surcharge  filing for the  Casa  Grande  Wate r Sys tem and concludes  tha t, except for the  e ffects  of
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us ing a n incorre ct gros s  re ve nue  conve rs ion fa ctor ("GRCF") it conforms  to the  re quire me nts
specified in Decis ion Nos. 66400 and 68302.

The  Company used 1.62346 as  the  GRCF in its  a rsenic revenue  requirement ca lcula tion.
The  GRCF cons is te nt with the  findings  of De cis ion No. 68302 is  1.63246. S ta ff ca lcula te d tha t
correcting for the  e rror increases  the  a rsenic revenue  requirement by $5,958 from $1,286,326 to
$1,292,284 A ra te  des ign tha t gene ra te s  50 pe rcent of S ta ffs  a rsenic revenue  requirement from
mo n th ly cu s to me r ch a rg e s  a n d  5 0  p e rce n t fro m co mmo d ity ra te s ,  a s  s p e c ifie d  b y th e
Commis s ion for ACRM s urcha rge s , re s ults  in a  s urcha rge  of $1.89 for the  monthly cus tome r
cha rge  (5/8~inch me te r) a nd $0.l558 pe r 1,000 ga llons  for the  commodity ra te . S ta ff ca lcula te d
tha t the s e  ACRM s urcha rge s  would  incre a s e  the  monthly b ill for the  a ve ra ge  re s ide ntia l
customer using 8,834 ga llons  by $3.27 from $22.11 to $25.38 (14.8 percent).

The  ACRlV[ s che dule s , a s  file d, provide  for the  ca lcula tion of a  s urcha rge  ba s e d on
fina ncia l re cords  a nd a n Ea rnings  Te s t S che dule  tha t limit the  ACRM surcha rge  re ve nue  to a n
a mount tha t would not re sult in a  ra te  of re turn on the  Ca sa  Gra nde  Wa te r S ys te m tha t would
exceed tha t authorized in Decis ion No. 68302.

Examina tion  of Company Schedule s  and  Utility P lant In  Se rvice

S ta ffs  e xa mina tion of the  Compa ny's  pos ting of a mounts  to the  CWIP  le dge r s howe d
tha t the  pos tings  a ccura te ly re fle ct the  Compa ny's  re cords , re concile  to the  invoice s  submitte d,
and a re  mathematica lly correct.

S ta ff pe rforme d a  fie ld ins pe ction a nd ve rifie d tha t the  Ca s a  Gra nde  Wa te r S ys te m's
a rs e nic tre a tme nt fa cilitie s  re la te d to the  S te p l ACRM s urcha rge  re que s t a re  in s e rvice  a nd
providing water tha t meets  the  new arsenic s tandard

Recommendations

S ta ff recommends approva l of the  ACRM surcharges  presented on Schedule  GTM-1.

S ta ff furthe r recommends  tha t the  Company file  with the  Commiss ion an a rsenic remova l
surcha rge  ta riff cons is tent with ACRM Schedule  GTM-1.

S ta ff furthe r re comme nds  tha t Arizona  Wa te r Ca s a  Gra nde  Wa te r S ys te m notify its
cus tome rs  of the  a rse nic cos t re cove ry surcha rge  ta riff a pprove d he re in within 30 da ys  of the
e ffective  da te  of the  Commiss ion Decis ion.
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Staff further recommends that in the event that the Applicant fails to file a permanent rate
application for its Western Group by September 30, 2008, based on a 2007 test year, the Arsenic
Cost Recovery Mechanism surcharge then in place shall be automatically discontinued.

Ernest G. Johnson
Director

7' Utilities Division

ff

FIG]:GTM:lhm\CH

ORIGINATOR: Gary McMulry
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1

2 MIKE  G LE AS O N
Chainman

3 J EFF HATCH-MILLER
Commiss ione r

4 W ILLIAM A.  MUNDE LL
Commiss ioner

5 KRIS TIN K. MAYES
Commiss ione r

6 GARY P IERCE
Commiss ione r

BE FO RE T HE AR IZO NA C O R P O R ATIO N C O MMIS S IO N

DOCKET no. W-01445A-04~0650

DECIS ION NO.

IN THE MATTER OF THE AP P LICATION
OF ARIZONA WATER COMP ANY, AN
ARIZONA CORP ORATION FOR
AUTHORITY TO IMP LEMENT ARS ENIC
COS T RECOVERY MECHANIS M FOR ITS
CAS A GRANDE S YS TEM TN ITS
WES TERN GROUP

ORDER

Open Mee ting
February 12 and 13, 2008
P hoe nix, Arizona

INTRODUCTION

7

8

9

1 0

1 3

14

1 5

16 BY THE COMMIS S ION:

1 7

1 8

19 "Applica nt" or "AWC") file d a 11 a pplica tion on Nove mbe r 14, 2007, with the  Arizona  Corpora tion

20 Commiss ion ("Commiss ion") reques ting authoriza tion to implement S tep One  of the  Arsenic Cos t

21 Recovery Mechanism ("ACRM") for its  Casa  Grande  Wate r Sys tem in its  Weste rn Group.

22 AWC requests  a  Step~One ACRM surcharge  of $1 .88 on the  monthly customer charge  and

23 $0.1551 pe r 1,000 ga llons  on the  commodity ra te  for Ca s a  Gra nde . The  Compa ny e s tima te s

24 (based on 8,834 ga llons  used on the  5/8-inch me te r), the  ave rage  re s identia l cus tomer bill would

25 increase  by approximate ly $3.25 from $22.11 to $25.36 (14.7 percent).

2 6 . . .

2 7 . . .

2 8 . . .

P urs ua nt to  De cis ion Nos . 66400 a nd 68302, Arizona  Wa te r Compa ny ("Compa lly",

De cis ion No.
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S ta ffs  a na lys is  of AWC's  a pplica tion re ve a le d tha t the  Compa ny use d a n incorre ct gross

2 revenue  convers ion factor in its  ca lcula tion of the  a rsenic revenue  requirement Corre ction of the

1

3 e rror incre a se s  the  a rse nic re ve nue  re quire me nt by $5,958 from $1,286,326 to $1,292,284. S ta ff

5

6

7

8

9

1 1

4 re comme nds  a  S te p-One  ACRM surcha rge  comprise d of a  $1.89 monthly cus tome r cha rge  (5/8-

inch me te r) and a  $0.1558 pe r 1,000 ga llons  commodity ra te  for Casa  Grande  to corre spond with

its  re comme nde d a rse nic re ve nue  re quire me nt. S ta ff ca lcula te s  tha t the s e  ACRM s urcha rge s

would increase  the  monthly bill for the  ave rage  re s identia l cus tomer us ing 8,834 ga llons  by $3.27

from $22.11 to $25.38 (14.8 percent).

On Ja nua ry 23, 2001, the  Environme nta l P rote ction Age ncy ("EPA") re duce d the  drinking

10 wa te r ma ximum conta mina nt le ve l of a rs e nic from 50 pa rts  pe r billion ("ppb") to  10 ppb. All

community wa te r sys te ms  a nd non-tra ns ie nt non-community wa te r sys te ms  ne e d to comply with

12 the  new federa l rule  by the  January 23, 2006 deadline .

In S e pte mbe r 2004, AWC file d a n a pplica tion with the  Arizona  Corpora tion Commis s ion

14 for a  ra te  incre a se  in its  We s te rn Divis ion. The  ra te  a pplica tion include d a  re que s t for a n ACRM

1 3

1 5 for AWC's  We s te rn Group tha t conforms  with  the  ACRM a uthorize d in  De cis ion No. 66400

1 6

1 8

1 9

20

2 1

(Octobe r 14, 2003) for its  Northe rn Group. On Nove mbe r 14, 2005, the  Commis s ion is s ue d

17 Decis ion No. 68302 approving an ACRM for the  Weste rn Group.

On November 14, 2007, AWC filed an applica tion to implement S tep One  of its  ACRM for

its  Casa  Grande  Wate r System. In con fonnity with Decis ion Nos. 66400 and 68302, AWC seeks  a

surcha rge  to re cove r a  re turn on its  a rs e nic re me dia tion inve s tme nt, de pre cia tion e xpe nse  a nd

re la te d income  ta xe s . The  Compa ny is  not s e e king re cove ry of ne w or a dditiona l Ope ra ting a nd

22 Maintenance  expenses a t this  time.

23

24

25

26

27

28

1 Staff reported tha t AWC provided it with updated schedules  showing agreement with Staffs  gross  revenue

convers ion factor.

De cis ion No.
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1 Authorization for an Arsenic Cost Recovery Mechanism (Decision Nos. 66400 and 68302)

2 De cis ion Nos . 66400 a nd 68302 conditione d a pprova l of a n ACRM s urcha rge  on the

3 fo llowing c rite ria :

4

5

AWC s ha ll file  the  s che dule s  to s how the  a ctua l cos t of cons truction of a rs e nic
re la te d fa cilitie s  a nd tha t the  proje cte d ra te  of re turn with the  ACRM doe s  not
exceed authorized leve ls . AWC sha ll a lso file  any re levant da ta  reques ted by S ta ff
to support the  ACRM increase .

6

7 AWC sha ll file  a  full ra te  applica tion no la te r than September 30, 2007, based on a
2006 test year.2

8

9

10

AWC sha ll identify as  a  separa te  line  item on cus tomer bills  the  charges  a ttributable
to fede ra lly manda ted a rsenic reduction cos ts . At lea s t four times  annua lly, the  bills
s ha ll include  in bold print or dis tinguis hing ink color tha t the  ACRM cos ts  a re  the
result of federa l manda tes  by the  United S ta tes  Environmenta l Protection Agency.

11

13

The  ACRM schedule s  provide  for the  ca lcula tion of a  surcha rge based on fina ncia l
re cords  a nd a n Ea rnings  Te s t Sche dule  tha t limit the  ACRM surcha rge  re ve nue  to
a n a mount tha t would not re s ult in a  ra te  of re turn e xce e ding tha t a uthorize d in
De cis ion No. 68302.

14

15

16

17

On De ce mbe r 19, 2007, RUCO file d its  re port on its  a udit of AWC's  Ca sa  Gra nde  Wa te r

S ys te m S te p-One  ACRM surcha rge  re que s t. RUCO re comme nds  a doption of the  Compa ny's

applica tion a s  filed.

18

19

S ta ff An a lys is

ACRM Filin g  Re q u ire m e n ts

20 Decis ion No. 66400 require s  AWC to file  ten schedule s  a s  follows: ba lance  shee t, income

sta tement, ea rnings  tes t, ra te  review, a rsenic revenue  requirement, surcharge  ca lcula tion, adjus ted

22 ra te  ba se  s che dule , cons truction work in progre s s  le dge r, thre e -fa ctor a lloca tion a nd typica l bill

21

23 a na lys is ,

24

25

AWC tiled the  following schedules  for the  Casa  Grande  Water System:

Balance  Sheet -- a  ba la nce  she e t for its  Ca sa  Gra nde  Wa te r S ys te m which is  the
most current balance sheet a t the  time of the  filing - .Tune 30, 2007.

26

27

28 2 A Procedural Order, dated December 29, 2006, subsequently revised this condition to reflect a filing date no later
than September 30, 2008 and a test year ending December 3 l, 2007.

12
4.

1.

3.

2.

1.

De cis ion No.
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1 Income  S ta te me nt - a  mos t curre nt income  s ta te me nt for its  Ca sa  Gra nde  Wa te r
System - period ending June  30, 2007.

2

3
Ea rnings  Te s t S che dule - a n  "Ea rn ings  Te s t" s che dule  for the  twe lve  months
ending June, 2007 for its  Casa  Grande Water System.

4

5

Ra te  Re vie w S che dule .-- a  Ca s a  Gra nde  Wa te r S ys te m s che dule  including the
effects  of the  proposed increase .

6 Arsenic Revenue  Requirement Ca lcula tion -
revenue  requirement ca lcula tion for s tep one .

a  Casa  Grande  Water System arsenic

7

8 S urcha rge  Ca lcula tion - s e pa ra te , de ta ile d s urcha rge  ca lcula tions  for both the
Minimum Charge  and Commodity Charge  for the  Casa  Grande  Wate r System.

9

1 0
Adjusted Rate  Base  Schedule .- a  Casa  Grande  Water System schedule  showing the
effects  of the  a rsenic plant investment.

1 1

12

Cons truction Work In P rogre s s  ("CWIp") Le dge r -.- a  ledge r showing the  a rsenic
construction work in progress  accounts  for the  Casa  Grande  Water System.

1 3 Three  factor a lloca tion schedule - a  sche dule  showing the  fa ctors  a ttributa ble  to a ll
the  dis tricts  within the  Weste rn Group.

1 4

1 5
1 0 .

1 6

Typica l Bill Ana lys is  - ACRM S te p 1 - A se pa ra te  typica l bill a na lys is  showing the
effects  on residentia l customers a t the  average residentia l usage for the  Casa  Grande
Water System.

1 7

1 8

1 9

20

S ta ff pe rforme d a n e xa mina tion of AWC's  Ca sa  Gra nde  Wa te r S ys te m S te p-One  ACRM

surcha rge  tiling for the  Ca sa  Gra nde  Wa te r Sys te m a nd conclude s  tha t, e xce pt for the  e ffe cts  of

us ing a n incorre ct gros s  re ve nue  conve rs ion fa ctor ("GRCF"), it con fonns  to the  re quire me nts

specified in Decis ion Nos. 66400 and 68302.

The  Compa ny use d 1.62346 a s  the  GRCF in its  a rse nic re ve nue  re quire me nt ca lcula tion.

22 The  GRCF cons is te nt with the  findings  of De cis ion No. 68302 is  1.63246. S ta ff ca lcula te d tha t

2 1

23

25

26

27

corre cting for the  e rror incre a se s  the  a rse nic re ve nue  re quire me nt by $5,958 from $1,286,326 to

24 $1,292,284. A ra te  de s ign tha t ge ne ra te s  50 pe rce nt of S ta ffs  a rse nic re ve nue  re quire me nt from

monthly cus tomer cha rges  and 50 pe rcent from commodity ra te s , a s  specified by the  Commiss ion

for ACRM surcha rge s , re sults  in a  surcha rge  of $l.89 for the  monthly cus tome r cha rge  (5/8-inch

me te r) a nd $0.l558 pe r 1,000 ga llons  for the  commodity ra te , S ta ff ca lcula te d tha t the se  ACRM

28

9.

7.

8.

6.

4.

2.

3.
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1

2

3

4

5

s urcha rge s  would incre a s e  the  monthly bill for the  a ve ra ge  re s ide ntia l cus tome r us ing 8,834

ga llons  by $3.27 from $22.11 to $25.38 (14.8 percent).

The  ACRM s che dule s , a s  file d , provide  for the  ca lcula tion  of a  s urcha rge  ba s e d on

fina ncia l re cords  a nd a n Ea rnings  Te s t S che dule  tha t limit the  ACRM s urcha rge  re ve nue  to a n

a mount tha t would not re s ult in a  ra te  of re turn on the  Ca s a  Gra nde  Wa te r S ys te m tha t would

6 exceed tha t authorized in Decis ion No. 68302.

7 Examination of Company Schedules and Utility Plant In Service

8

9

11

12

13

Sta ff" s  examina tion of the  Company's  pos ting of amounts  to the  CWIP ledger showed tha t

the  pos tings  accura te ly re flect the  Company's  records , reconcile  to the  invoices  submitted and a re

10 ma thema tica lly correct.

S ta ff pe rforme d a  fie ld ins pe ction a nd ve rifie d tha t the  Ca s a  Gra nde  Wa te r S ys te rn 's

a rs e nic tre a tme nt fa cilitie s  re la te d to the  S te p l ACRM s urcha rge  re que s t a re  in s e rvice  a nd

providing water tha t meets  the  new arsenic s tandard.

14 Recommendations

15

16

17

18

1 9

Staff recommends approva l of the  ACRM surcharges  presented on Schedule  GTM-1.

S ta ff furthe r re comme nds  tha t the  Compa ny file  with the  Commiss ion a n a rse nic re mova l

surcha rge  ta riff cons is te nt with ACRM S che dule  GTM-l.

S ta ff furthe r re comme nds  tha t Arizona  Wa te r Ca s a  Gra nde  Wa te r S ys te m notify its

cus tome rs  of the  a rs e nic cos t re cove ry s urcha rge  ta riff a pprove d he re in within 30 da ys  of the

20 e ffective  da te  of this  Decis ion.

21

22

23

24

Sta ff furthe r recommends  tha t in the  event tha t the  Applicant fa ils  to file  a  pe rmanent ra te

a pplica tion for its  We s te r Group by Se pte mbe r 30, 2008, ba se d on a  2007 te s t ye a r, the  Arse nic

Cost Recovery Mechanism surcharge  then in place  sha ll be  automatica lly discontinued.

* ** * * * * * * * * *

25 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

26 Commission Ends, concludes, and orders that:

27

28
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1 FINDINGS  OF FACT

2

3

5

7

8

9

1 0

11

1 2

Pursua nt to De cis ion Nos . 66400 a nd 68302, the  Compa ny se e ks  a n a rse nic cos t

re mova l me cha nis m s urcha rge  ta riff in this  proce e ding a uthorizing a  monthly s urcha rge  pe r

4 cus tome r to a id the  Compa ny in it e fforts  to comply with the  Environme nta l P rote ction Age ncy's

("EP A") ne w a rs e nic ma ximum conta mina nt le ve l of 10 pa rticle s  pe r billion ("ppb") which we nt

6 into e ffect on January 23, 2006.

P urs ua nt to De cis ion Nos . 66400 a nd 68302, Arizona  Wa te r Compa ny file d the

required schedules  prior to the  implementa tion of the  ACRM.

CONCLUS IONS  OF LAW

The  Compa ny is  a  public wa te r s e rvice  corpora tion within the  me a ning of Article

The  Commiss ion has  jurisdiction over the  Company and of the  subject matte r of the

1 3 applica tion.

1 4

1 5

Ap p ro va l o f a n  a rs e n ic  c o s t re c o ve ry m e c h a n is m  is  c o n s is te n t with  th e

Colnmis s ion 's  a u thority unde r the  Arizona  Cons titu tion , Arizona  ra te ma king s ta tu te s , a nd

1 6 applicable  case  law.

1 7 It is  in the  public inte re s t to a pprove  the  Compa ny's  re que s t for imple me nta tion of

18 the  ACRM.

1 9 ORDER

20

21

23

25

IT IS  THEREFORE ORDERED tha t the  a pplica tion by Arizona  Wa te r Compa ny's  Ca s a

Gra nde  Wa te r S ys te m for the  imple me nta tion of the  Arse nic Cos t Re cove ry Me cha nism be  a nd

22 hereby is approved as discussed herein.

IT IS  FURTHER ORDERED tha t the  a pplica tion by Arizona  Wa te r Compa ny's  Ca s a

24 Grande  Water System for approval of an a rsenic cost recovery mechanism surcharge  ta riff sha ll be

in accordance  with the  a ttached ACRM Schedule  GTM-l .

26

28

IT IS  FURTHER ORDERED tha t Arizona  Wa te r Compa ny's  Ca sa  Gra nde  Wa te r S ys te m

27 sha ll notify its  cus tome rs  of the  a rse nic cos t re cove ry surcha rge  ta riff a pprove d he re in within 30

days of the  e ffective  da te  of this  Decis ion.

4.

3.

2.

2.

1.

1 .
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2

3

5

6

IT IS FURTHER ORDERED that Arizona Water Company shall file a permanent rate

application for its Western Group by no later than September 30, 2008, based on a 2007 test year

as per Decision No. 68302

IT IS FURTHER ORDERED that in the event that Arizona Water fails to file a new rate

case application by September 30, 2008, the Arsenic Cost Recovery Mechanism surcharge then in

place shall be automatically discontinued

IT IS FURTHER ORDERED that this Decision shall become effective immediately

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF I DEAN s. MILLER. Interim
Executive Director of the Arizona Corporation Commission
have hereunto, set my hand and caused the official seal of
this Commission to be affixed at the Capitol, in the City of
Phoenix_ this day of

DEAN s. MILLER
Interim Executive Director

23 DIS S ENT

24

DIS S ENT

26 EG]:GTM:1hm\CH

27
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