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RE: IN THE MATTER OF THE APPLICATION OF ARIZONA WATER COMPANY,

INC., AN ARIZONA CORPORATION, FOR AUTHORITY TO IMPLEMENT
ARSENIC COST RECOVERY MECHANISM FOR ITS SAN MANUEL WATER
SYSTEM IN ITS EASTERN GROUP (DOCKET NO. W-01445A-02-0619)

Pursuant to Decision Nos. 66400 and 66849, Arizona Water Company (“Company”,
“Applicant” or “AWC) filed an application on August 20, 2007, with the Arizona Corporation
Commission (“Commission”) requesting authorization to implement Step One of the Arsenic
Cost Recovery Mechanism (“ACRM?) for its San Manuel Water System in its Eastern Group.

On January 25, 2008, the Utilities Division Staff (“Staff”) filed its Memorandum and
Proposed Order recommending implementation of the ACRM. The Proposed Order was
deliberated by the Commission at the February 12, 2008 Open Meeting. At this Open Meeting
the Commission directed Staff to file a Proposed Amendment for Commission consideration at
its February 28, 2008 Open Meeting.

The Proposed Amendment was to have the ACRM implemented in two phases, March 1,
2008 and October 1, 2008, rather than all at once. The first phase was to implement the monthly
minimum portion of the ACRM. The second phase was to implement the commodity portion of
the ACRM along with any amount that would have been collected if the ACRM had been
implemented without phasing, plus interest.

Attached is the Proposed Amendment that would modify the Proposed Order such that
the ACRM would be phased. Phase One would implement a monthly minimum ACRM charge
of $4.51 for 5/8”x 3/4” meters (larger meter sizes have larger increases as shown on the attached
Phased in ACRM Schedule DRR-1) on March 1, 2008.

Phase Two would begin on October 1, 2008, with a combination of charges. The basic
Phase Two ACRM would add a charge of $0.5026 per 1,000 gallons to the existing $1.7040
commodity rate for a commodity rate of $2.2066. To collect, over seven months, the lost
revenue and interest (Staff used 8.7 percent, the approved rate of return from the last rate case)
due to phasing, Phase Two would add an additional amount of $0.5109 ($0.5026 + interest of
$0.0083) per 1,000 gallons. Therefore, the total increase in the commodity rate for Phase Two
would be $1.0135 per 1,000 gallons for a total new commodity rate of $2.7175 per 1,000 gallons.




THE COMMISSION
February 21, 2008
Page 2

On May 1, 2009, the commodity rate would be reduced by $0.5109 per 1,000 gallons for
a new commodity rate of $2.2066 per 1,000 gallons, since all the lost revenue and interest would
have been collected at that point.

Also attached to this Memorandum is Phased in Schedule DRR-2. This schedule is a
typical bill analysis for the two phases for usage ranging from zero gallons per month to 25,000
gallons per month for 5/8” x 3/4” meter customers.

/

Ermest G. Johnson
Director

" Utilities Division
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ORIGINATOR: Dennis Rogers
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PROPOSED AMENDMENT

Page 4, Line 13:
After the word “request”, REPLACE “is” with “are”.

Page 4, Line 25:
INSERT new heading: Commission Discussion

After new heading, INSERT:

Based on discussions at the February 12, 2008 Open Meeting, we will modify
Staff’s first three recommendations by requiring Arizona Water Company to
implement its ACRM in two phases. Phase One would implement a monthly
minimum ACRM charge of $4.51 for 5/8” x 3/4” meters (larger meter sizes have
larger increases as shown on the attached Phased in ACRM Schedule DRR-1) on
March 1, 2008.

Phase Two would begin on October 1, 2008, with a combination of charges.
The basic Phase Two ACRM would add a charge of $0.5026 per 1,000 gallons to
the existing $1.7040 commodity rate for a commodity rate of $2.2066. To collect,
over seven months, the lost revenue and interest (interest of 8.7 percent, the
approved rate of return from the last rate case) due to phasing, Phase Two would
add an additional amount of $0.5109 ($0.5026 + interest of $0.0083) per 1,000
gallons. Therefore, the total increase in the commodity rate for Phase Two would
be $1.0135 per 1,000 gallons for a total new commodity rate of $2.7175 per 1,000
gallons.

On May 1, 2009, the commodity rate would be reduced by $0.5109 per 1,000
gallons for a new commodity rate of $2.2066 per 1,000 gallons, since all the lost
revenue and interest would have been collected at that point.

Page 5, Line 18:
After “ACRM?”, INSERT ¢, in phases”.

Page 5, Line 25:
Between “attached” and “ACRM”, INSERT “Phased in”.

Page 5, Line 27:
Between the words “customers” and “of”’, INSERT “, in a form acceptable to
Staff,”.



After the word “herein”, DELETE the remainder of the sentence and REPLACE
with:
“as follows:

a.

b.

for the March 1, 2008 increase in the monthly minimum, notice shall be
provided as soon as possible, but no later than March 30, 2008;

for the October 1, 2008 increase in the commodity rate, notice shall be
provided between September 1, 2008 and September 30, 2008;

for the May 1, 2009 decrease in the commodity rate, notice shall be
provided between April 1, 2009 and April 30, 2009.”

Page 6, Line 1:
INSERT new ordering paragraph:
“IT IS FURTHER ORDERED that Arizona Water Company shall submit, to
Docket Control, new tariff pages covering the ACRM for its San Manuel System
as follows:

a.

b.

for the March 1, 2008 increase in the monthly minimum, the ACRM tariff
page shall be filed as soon as possible, but no later than March 14, 2008;
for the October 1, 2008 increase in the commodity rate, the ACRM tariff
page shall be filed between September 1, 2008 and September 15, 2008;
for the May 1, 2009 decrease in the commodity rate, the ACRM tariff
page shall be filed between April 1, 2009 and April 15, 2009.”



