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ARIZONA CORPORATION COMMISSION

January 25, 2008

CERTIFIED MAIL

Mr. Ronald D. Standage
Tonto Village Water Company, Inc.
Post Office Box 9116
Mesa, Arizona 85362

TONTO VILLAGE WATER COMPANY, INC. _ APPLICATION FOR A RATE
INCREASE, DOCKET NO. W-01580A-07-0707

LETTER OF DEFICIENCY

Dear Mr. Standage:

In re fe re nce  to your ra te  a pplica tion re ce ive d on De ce mbe r 27, 2007, this  le tte r is
to inform  you tha t your a pplica tion ha s  not m e t the  s uffic ie ncy re quire m e nts  a s  outline d
in Arizona  Adm inis tra tive  Code  Rl4-2-103 .

S ta ff ha s  found s e ve ra l de fic ie nc ie s  with  your a pplica tion,  which a re  lis te d on a
s e pa ra te  a tta chm e nt. The  30-da y s uffic ie ncy de te rm ina tion pe riod will be gin a ne w whe n
the  Com pa ny c o rre c ts  the  de fic ie nc ie s  a nd  Doc ke t Con tro l re c e ive s  a n  o rig ina l a nd
s ixte e n copie s  of the  corre cte d pa ge s .

You ha ve  15 ca le nda r da ys , or until Fe brua ry 8, 2008, to corre ct the  de fic ie ncie s
or ma ke  othe r a rra nge me nts  with S ta ff to re me dy your ra te  a pplica tion. If the  corre ctions
or o the r a rra nge m e nts  a re  not m a de  by the  a bove  da te , S ta ff will re que s t your doc ke t
num be r be  a dm inis tra tive ly c los e d .  Docke t Contro l will re ta in  one  copy of the  orig ina l
a pplica tion  for Com m is s ion  re cords .  You m a y file  a n  orig ina l a nd  s ixte e n  copie s  of a n
upda te d a pplica tion a t a  la te r da te .
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The  S ta ff pe rson a ss igned to your applica tion is  Cha rle s  R. Myhlhousen. He  can
be  reached a t (602) 542-0863, or toll free  a t (800) 222~7000, if you have  any questions  or
concerns.

S ince re ly,

K /

Elija h  Abi
Ass is ta nt Dire ctor/Acting Chie f Accounta nt
Fina ncia l & Re gula tory Ana lys is  Se ction
Utilitie s  Divis ion

EOA:CRM:tdp

CC: Docke t Control Cente r (s ixteen copies)
Lyn Fa rme r, He a ring Divis ion
De lbe rt Smith, Engine e ring
Consumer Services
Le ga l Divis ion
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TONTO VILLAGE WATER COMPANY, INC
DOCKET NO. W-01580A-07-0707

TEST YEAR ENDED DECEMBER 31, 2006

ATTACHMENT OF DEFICIENCIES (1/25/2008)

1.1 The water testing expense invoices furnished with the application totaled $1,523 .
The amount for water testing expense on page 19 of the application is $2,248.
Please reconcile either by supplying additional invoices, correcting the amount for
this  expense on page 19 of the applica t ion or  supply an explanat ion of the
difference.

1.2 The repairs and maintenance expense invoices furnished with the application
totaled $4,336. The amount for repairs and maintenance expense on page 19 of
the application is $11,486. Please reconcile either  by supplying additional
invoices, correcting the amount for this expense on page 19 of the application or
supply an explanation of the difference.

1.3 The Ar izona  Depar tment  of  Environmenta l Qua lity ("ADEQ") monitor ing
assistance program annual sampling fee invoice was furnished for the year 2007,
paid in year  2006. Please furnish the ADEQ monitoring assistance program
sampling fee invoice for the year 2006 paid in year 2005.

1.4 The bill count total amount for proposed revenue is incorrect. Please correct.

1.5 Page 15, Utility Plant in Service Schedule. Column A, plant item # 304 amount
and Page 14 Column D, plant item amount # 304 should be the same amount.
Please reconcile. Then please correct the Total Water Plant for column A.

1.6 Page 20, Calculation of Depreciation Expense Schedule, Column A, Plant item #
304 is incorrect. Please correct. Also please recompute the depreciation expense
in Column D. Also correct the Total Water  Plant amounts for  column A and
Column D.

1.7 Page 15, Utility Plant in Service Schedule. Please correct column B, amount for
accumulated depreciation for plant Item f# 304. Correct Column C amount. Also
please correct the Total Water Plant Column B and Column C.

1.8 Page 21, Balance Sheet Schedule, Balance at end of Test Year column for Plant
item # lolUtility Plant in Service is incorrect because of changes made to pages
14 and 15. Please correct.

1.9 Page 21, Balance Sheet Schedule, Balance at end of Test Year column for item #
108 Accumulated Depreciation-Utility Plant is incorrect because of changes made
to pages 14 and 15. Please correct.
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TONTO VILLAGE WATER COMPANY, INC
DOCKET no. W-01580A-07-0707

TEST YEAR ENDED DECEMBER 31, 2006

ATTACHMENT OF DEFICIENCIES (1/25/2008)

1.10 Page 19, Income and Expenses Schedule, Test Year column, Account Number
403 is incorrect because changes made on other schedules. Please correct. Also
correct the Total Operating Expense amount, Operating Income (loss) amount and
Net Income (loss) amount for the test year column.

1.11 The Company was ordered to install a new source of water by June 30, 2006 in
Decision No. 68066. The Company has not met this condition,  although the
Company has requested time extension,  the Commissioners had granted time
extension to April 30, 2008 in Decision No. 69911. However, applicant fails to
address  how the Company will physica lly and financia lly plan to meet  the
Decision order. P lease provide informa t ion a s  to how the Company will
physically and financially meet the Decision order requirement.

1.12 Based on the water usage data in the application, the Company had a 15 percent
water loss during the test year. It appears that water loss rate increased from 7
percent in year 2004 rate case to 15 percent in the 2007 rate case. The Company
needs to either recheck the data or provide its water loss reduction plan.

1.13 The system was equipped with disinfection devices.  ADEQ has requested all
Companies  tha t  dis infect  the dr inking water  to conduct  dis infect ion tes ts .
However ,  the Company fa ils  to provide lab invoices of test ing disinfect ion
byproducts. Please provide these invoices.

1.14 According to the water  usage da ta  schedule the Company had 190 metered
customers at the end of year 2006. However, the Company reported that the
C ompa ny ha s  196  met er ed cus t omer s  in  t he sys t em ( s ee pa ge 17  of  t he
application).  The Company needs to verify if the 196 metered customers was
accurate.

1.15 The Company needs to split its proposed service line and meter installation charge
rate to service line charge and meter installation charge so that the service line
charge and meter installation charge are stated separately for each size.


