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ARIZONA CORPORATION COMMISSION

DATE : FEBRUARY 25, 2008

DDCKET NO : SW-03067A-06-0397

TO ALL P ARTIES  :

Enclosed please  find the  recommendation of Administra tive  Law Judge Yvette  Kinsey.
The  recommendation has  been filed in the  form of an Opinion and Order on:

BEAVER DAM WATER COMPANY, INC 1
(CC&N)

Pursuant to A.A.C. R14-3-110(B), you may tile  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

MARCH 5, 2008

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Commission's  Worldng Session and Open Meeting to be  he ld on:

MARCH 11, 2008 a nd MARCH 12, 2008

For more  informa tion, you ma y conta ct Docke t Control a t (602) 542-3477 or the
He a ring Divis ion a t (602)542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the
Executive  Secre ta .ry's  Office  a t (602) 542-3931.
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1

2 COMMISSIONERS

BEFORE THE ARIZONA CORPORATION COMMISSION

3

4

MIKE GLEASON - Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

IN THE MATTER OF THE APPLICATION OF
BEAVER DAM WATER COMPANY, INC. FOR A
CERTIFICATE OF CONVENIENCE AND
NECESSITY TO PROVIDE WASTEWATER
SERVICE IN MOHAVE COUNTY, ARIZONA.

DOCKET NO. S W-03067A-06-0397

DECIS ION NO.

OPINION AND ORDER

October 3, 2007

Phoenix, Arizona

Yvette B. Kinsey

Mr. Bob Frisby on behalf of the Applicant, and

Ms. Robin Mitchell, Staff Attorney, Legal Division, on
behalf o f t he  Ut ilit ies  Divis io n o f t he  Ar izo na
Corporation Commission.

B Y THE  C O MMIS S IO N:

On J une  14, 2006, Be a ve r Da m Wa te r Compa ny, Inc. ("Be a ve r Da m" or "Compa ny") file d

with  the  Arizona  Corpora tion  Commis s ion  ("Commis s ion") a n  a pplica tion  for a  Ce rtifica te  of

Convenience  and Necess ity ("CC&N") to provide  was tewa te r se rvice  in Mohave  County, Arizona .

On J uly 14, 2006, the  Commis s ion's  Utilitie s  Divis ion ("S ta ff") file d a n Ins ufficie ncy Le tte r

in this matter.

On August 21, 2006, Beaver Dam filed its Affidavit of Publication and an Amended Legal

5

6

7

8

9

10
11 DATE OF HEARING:

12 PLACE OF HEARING:

13 ADMINISTRATIVE LAW JUDGE:

14 APPEARANCES :

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Description.

On September 15, 2006, Staff filed its second insufficiency Letter.

On January 8, 2007, Beaver Dam filed its response to Staffs second Insufficiency Letter.

On April 25,  2007,  Beaver  Dam filed an amended Sewer  Tar iff Schedule,  Request  for

Service, and an Amended Legal Description.

S:\YKinsey\Sewer\orders\060397o&o.doc 1
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1 0

On Ma y 23, 2007, S ta ff tile d its  third Insufficie ncy Le tte r.

On June  25, 2007, Beaver Dam filed its  re sponse  to S ta ff s  third Insufficiency Le tte r.

On J uly 10, 2007, S ta ff file d a  S ufficie ncy Le tte r in this  docke t indica ting tha t Be a ve r Da m

met the  sufficiency requirements  a s  outlined in the  Arizona  Adminis tra tive  Code  ("A.A.C") .

On Augus t 3, 2007, a  P rocedura l Orde r was  issued se tting the  hea ring in this  ma tte r to begin

6 on October 3, 2007, a s  we ll a s  e s tablishing othe r procedura l deadlines . .

On Augus t 30, 2007, S ta ff file d a  Motion to Exte nd Time  to file  its  S ta ff Re port a nd s ta ting

8 tha t the  Applicant was  agreeable  to the  extens ion of time .

On August 30, 2007, by Procedura l Order, S ta ff' s  Motion to Extend Time was granted.

On S e pte mbe r 6, 2007, Be a ve r Da in docke te d its  Ce rtifica tion of Ma iling a nd Ne ws pa pe r

12

14

11 Notice .

On September 7, 2007, S ta ff filed its  S ta ff Report, recommending approva l of Beave r Da ;m's

13 applica tion, subj e t to conditions .

On October 2, 2007, Beaver Dam filed its  Objections  to the  S ta ff Report.

On Octobe r 3, 2007, a  full public he a ring wa s  he ld be fore  a  duly a uthorize d Adminis tra tive15

16 La w Judge  of the  Commiss ion a t its  office s  in P hoe nix, Arizona . Mr. Bob Frisby a ppe a re d on be ha lf

17 of Beaver Dam and presented tes timony. S ta ff appeared through counsel and presented evidence and

18 te s timony. No me mbe rs  of the  public a ppe a re d to give  public comme nt. At the  conclus ion of the

19 he a ring, the  pa rtie s  we re  ins tructe d to file  la te -file d e xhibits  re la te d to the  te s timony give n a t the

20 hea ring and the  time  clock in this  ma tte r was  extended.

On Octobe r 10, 2007, by Procedura l Orde r, the  timeframes  gove rning la te -tiled exhibits  were

22 established.

21

23

25

On Octobe r 15, 2007, S ta ff file d a s  a  La te -File d Exhibit its  comme nts  re la te d to Be a ve r

24 Da m's  Re vise d P ro-Forma  Income  S ta te me nt.

On Octobe r 26, 2007, Beave r Dam filed its  re sponse  to S ta ff' s  La te -Filed Exhibit and a  copy

26 of the  Franchise  Agreement from Mohave  County.

On Fe brua ry 4, 2008, Be a ve r Da m informe d the  He a ring Divis ion tha t it would be  filing a n

28 amended lega l description in this  matte r.

27

2 DECISION NO.
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3

On February 5, 2008, S ta ff docke ted a  fourth Amended Lega l Description

Afte r the  filing of the  La te -File d Exhibits , the  ma tte r wa s  ta ke n unde r a dvis e me nt, pe nding

submission of a  Recommended Opinion and Order to the  Commission

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

6 Commiss ion finds . concludes . and orde rs  tha t

F INDING S  O F FACT

Be a ve r Da m is  a n  Arizona  public s e rvice  corpora tion, in  good s ta nding with  the

Commis s ion's  Corpora tion Divis ion. Be a ve r Da m is  a uthorize d to provide  wa te r utility s e rvice s  in

the  e xtre me  northwe s t come r of Arizona  in Moha ve  County, a nd is  le ss  tha n 10 mile s  from both the

Nevada and Utah borders

2

14

22

Be a ve r Da m initia lly re ce ive d a uthority to provide  wa te r utility se rvice  in Commiss ion

Decis ion No. 55788 (December 1, 1987)

3 Beaver Dam has  authority to se rve  a  se rvice area cove ring approxima te ly 8,792 acre s

or 13.74 square  miles

4 S ta te wide , Be a ve r Da m curre ntly ha s  a pproxima te ly 655 s e rvice  conne ctions  a nd

opera tes  s ix individua l wate r systems

On J une  14, 2006, Be a ve r Da m file d a n a pplica tion with the  Commis s ion s e e king

a uthority for a n initia l CC&N to provide  wa s te wa te r s e rvice  for a  de ve lopme nt known a s  S ha dow

Ridge , which is  more  fully described in Exhibit A, a ttached he re to and incorpora ted he re in

Be a ve r Da m ha s  re ce ive d a  re que s t for se rvice  to provide  wa s te wa te r se rvice  for the

Shadow Ridge  deve lopment from Millennia  Inves tment Corpora tion

The  Shadow Ridge  deve lopment will be  built in phases  with a  tota l of 392 lots  a t build7

24

8

out on a  160 acre  parcel

P ha s e  l of the  S ha dow Ridge  de ve lopme nt will cons is t . of 67 re s ide ntia l lots , a nd

Phase  II will conta in 325 lots

The  deve lope r, Millennia  Inves tment Corpora tion ("Deve lope r"), proposes  to build the9

DECIS ION NO
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3

1 ne ce s s a ry wa s te wa te r infra s truc ture  ne e de d for the  propos e d Ce rtifica te d a re a , which will be

2 conveyed to Beaver Dam in the  fixture .

10. In a ddition to cons tructing the  wa s te wa te r fa c ility, the  De ve lope r wa s  re quire d by

4 Moha ve  County to build a  fire  s ta tion to provide  tire  prote ction for the  S ha dow Ridge  de ve lopme nt.

5 (Tr. Pg. 11, lines  16-20)

11. Be a ve r Da m te s tifie d tha t the re  is  a  five  a cre  pa rce l include d in the  re que s te d CC&N

7 a re a  le ga l de s c rip tion  tha t is  owne d  by Be a ve r Da m , bu t is  no t a  pa rt o f the  S ha dow Ridge

8 deve lopment. S ta ff re commends  tha t the  live  acre  pa rce l loca ted in Section 21, be  de le ted from the

9 CC8cN a rea  becaus e  the re  is  no reques t for s e rvice  for the  a rea . Beave r Dam te s tified tha t it did not

10 oppos e  ha ving the  a re a  de le te d from the  CC&N a re a  a nd S ta ff wa s  dire cte d to file  a n upda te d ma p

6

12 12.

11 and amended lega l description as  a  la te -filed exhibit.

On Fe brua ry 5, 2008, S ta ff docke te d a  Fourth Ame nde d Le ga l De s cription, which

13 dele tes  the  five  acre  parce l in Section 21.

S ta ff re comme nds  a pprova l of Be a ve r Da m's  a pplica tion, s ubje ct to the  following14 13.

15 conditions :

16 1)
17

Tha t Beave r Dam file  with Docke t Control, in this  docke t, a  copy of its

Aquife r P rote ction P e rmit ("AP P ") from the  Arizona  De pa rtme nt of

Environme nta l Qua lity ("ADEQ") within two ye a rs  of a  de cis ion in this18

19 ma tte r.

20 2)

21

22

23 3)

Tha t Beave r Dam file  with Docke t Control, in this  docke t, a  copy of its

Fra nchis e  Agre e me nt from Moha ve  County, within two ye a rs  of the  e ffe ctive

da te  of a  decis ion in this  matte r.

Tha t Beaver Dam mainta in its  books  and records  s epara te ly for water and

24

25

26

4)

27 5)
28

was tewater.

Tha t Beave r Dam utilize  a  capita l s tructure  of approxima te ly 70 pe rcent equity

and 30 pe rcent advances  in a id of cons truction ("AIAC").

Tha t Beaver Dam charge  the  ra tes  shown in Schedule  DRE-WW-5 for the

proposed Certifica ted a rea .

i

4 DECISION no.
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1 6)

2

3 7)

4

5

6

8)

7

8 9)

9

1 0

1 1 10)

1 2

13

1 4

15

11)

1 4 .

1 6

1 7

That Beaver Dam be allowed to collect from its customers a proportionate

share of the privilege, sales or use tax.

That Beaver Dam notify the Commission within 15 days of providing service

to its first customer.

That Beaver Dam be required to file a rate application no later than three

months following the fifth anniversary of the date Beaver Dams begins

providing service to its first customer.

That Beaver Dam maintain its books and records in accordance with the

National Association of Regulatory Utility Commissioners ("NARUC")

Uniform System of Accounts for Water and Wastewater Utilities.

That Beaver Dam use the depreciation rates recommended by Staff for

wastewater utilities.

That Beaver Dam file in its next rate application, a rate design that includes

some type of volumetric charge to encourage water conservation.

Staff further recommends that the Commission's decision granting Beaver Dam a

CC8LN to provide wastewater service be considered null and void, after due process, if Beaver Dam

fails to meet the timeframes outlined in the above recommendations.

1 8 1 5 . According to Staff's Report, the proposed wastewater system will be an AdvanTex

19 Treatment System, which is a package system that uses engineered textile for the treatment media.

20 16. The system includes onsite septic tanks with offsite treatment.

During the hearing, Beaver Dam's witness testified that there will be a septic tank

22 constructed on each individual lot, and the Company will do on-site sludge removal on each tank.

23 The witness further testified that the secondary water will be drained off the septic tanks into a

2 1 1 7 .

24

25

26

gravity system that goes to a treatment facility where the secondary water will be treated.

Additionally, he stated the use of this wastewater system helps to reduce the level of nitrates in the

water and it separates out the sludge. (Tr. Pg. 22, lines 7-21)

2 7

2 8 1 Mr. Bob Frisby is  Pres ident and Genera l Manager of Beaver Dam Water Company, Inc.

5 DECISION NO.
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1

2

3

4

5

18. The  witne ss  a lso e xpla ine d tha t the  Compa ny will ne e d to inspe ct the  se ptic ta nks  to

de te rmine  when the  grease  tha t forms  in the  septic tanks  needs  to be  removed and the  Company is

reques ting a  ta riff for the  s ludge  or grease  remova l. Furthe r, he  s ta ted tha t Beaver Dam plans  to use

the  e fflue nt cre a te d for drip initia tion for s hrubs  a nd tre e s  in the  common a re a s  throughout the

subdivis ion. (Tr. P g. 23, line s  l-14)

19. Be a ve r Da m's  propose d ta riff include s  a  ra te  for the  ma inte na nce  of cus tome r's  on-

7 s ite  septic tanks . Beave r Dam's  ta riff seeks  to bill homeowners  $450.00 to remove  the  s ludge  leve ls

6

8 in the  septic tanks . Beaver Dam proposes  to annua lly check each customer's  septic tank to de te rmine

9 if it re quire s  ma inte na nce  of s ludge  le ve ls  a nd whe n ne ce ssa ry to ha ve  the  ta nks  pumpe d. S ta ff had

10 no obje ction to including the  s ludge  re mova l ra te  in Be a ve r Da m's  ta riff a s  long a s  cus tome rs  a re

l l notifie d of the ir right to choos e  Be a ve r Da m or a n outs ide  s e rvice  for the  pumping of the ir s e ptic

12 tanks.

13

15 21.

20. According to S ta ff' s  Report, the  s ludge  from the  septic tanks  will have  to be  removed

14 every three  to seven years , depending on wastewate r flows.

The  witne s s  s ta te d  he  be lie ve d  tha t the  p ropos e d  wa s te wa te r s ys te m wa s  a n

16 improve me nt ove r pe ople  putting in individua l s e ptic ta nks  a nd individua l we lls , which re s ults  in a

17 lot of unorga nize d withdra wa l of wa te r a nd a  high de ns ity of nitra te s  from the  se ptic ta nks . (Tr. Pg.

18 10, lines  3-19)

19 22. In its  da ta  re sponse , docke te d J a nua ry 8, 2007, Be a ve r Da m s ta te d tha t the  s e we r

20 collection sys tem had been approved by ADEQ for the  firs t phase  of the  Shadow Ridge  deve lopment.

23. The  De ve lope r is  propos ing to  cons truct the  wa s te wa te r fa cilitie s  ne e de d in  the

22 propose d Ce rtifica te d a re a  in two pha se s . Pha se  I will ha ve  a  de s ign flow of 24,200 ga llons  pe r da y

23 ("GP D") a nd P ha se  ll will ha ve  a  de s ign flow of 117, 000 GP D to provide  wa s te wa te r se rvice  to 67

21

24 lots  and 325 lots  respective ly.

25 24. S ta ff concluded the  proposed was tewa te r sys tem will have  adequa te  infra s tructure  to

26 serve the  proposed Certificated sewer area .

25.27

28 system as follows:

In its  a pplica tion, Be a ve r Da m s ubmitte d pla nt-in-s e rvice  cos t for the  Adva nTe x

6 DE CIS IO N n o .
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1

2

3 26.

4

Cos t pe r ga llon to tre a t wa s te wa te r $6.55

Cos t pe r conne ction (a s sume  360 god) $2,358

Tota l (for 392 lots ) $924,336

S ta ff conclude d tha t the  propos e d pla nt-in-s e rvice  cos ts  we re  re a s ona ble , but tha t no

"us e d a nd us e ful" de te rm ina tion ha d be e n m a de  a nd no conclus ions  s hould be  infe rre d for ra te  ba s e

5

6 27.

7 28.

8

9

Be a ve r Da m ha s  hire d a  Ce rtifie d Ope ra tor to ma na ge  the  wa s te wa te r fa cility.

Accord ing  to  the  Utilitie s  Div is ion  Com plia nce  S e c tion ,  a s  o f Augus t 2007 ,  Be a ve r

Da m ha d no outs ta nding complia nce  is sue s  for its  e xis ting wa te r sys te ms .

ADEQ ha s  de te rmine d tha t Be a ve r Da m is  curre ntly de live ring wa te r tha t me e ts  wa te r29.

10

11

qua lity s ta nda rds  a s  re quire d by the  A.A.C.

30. Be ca us e  Be a ve r Da m  doe s  not ha ve  a ny wa s te wa te r pla nt fa cilitie s  a t this  tim e , the re

12

13

14

15 32.

16

is  no ADEQ complia nce  informa tion.

31. Be a ve r Da m ha s  obta ine d the  ADEQ Ce rtifica te  of Approva l to Cons truct ("ATC") for

construction of the  proposed Phase  I wastewater facilities .

Beaver Dam has an approved 208 Plan Amendment.

Be a ve r Da m doe s  not ha ve  a n AP P  re pre s e nting a uthority for the  de s igna tion of a33.

17 wastewater service area and a wastewater provider.

18 34.

19

20

2 1

22 36.

23

24

25

Be a ve r Da m s ubmitte d a s  a  pa rt of its  a pplica tion, da ta  s howing its  propos e d pla nt-in-

se rvice , re ve nue s , e xpe nse s  a nd ca pita l s tructure  for the  re que s te d Ce rtifica te d a re a .

35. S ta ff re v ie we d  Be a ve r Da m 's  p ropos e d  p la n t-in -s e rv ic e ,  re ve nue s ,  e xpe ns e s  a nd

ca pita l s tructure  for the  re que s te d Ce rtifica te d a re a  a nd re comme nde d se ve ra l a djus tme nts .

Be a ve r Da m 's  a pplica tion  inc lude d  live  ye a r p ro je c tions  for p la n t va lue s ,  ope ra ting

re ve nue s , ope ra ting e xpe nse s , a nd the  numbe r of cus tome rs  to be  se rve d.

37. According to S ta ff, proje ctions  a nd a s s umptions  a re  ne ce s s a ry to e s ta blis h a  fa ir va lue

ra te  of re turn a nd initia l ra te s  due  to the  la ck of his torica l infonna tion.

26 38.

27 39.

S ta ff ha s  conclude d tha t the  origina l cos t ra te  ba se  is  the  fa ir va lue  ra te  ba se .

S ta ff re v ie we d  Be a ve r Da m 's  p ropos e d  p la n t-in -s e rv ic e  a nd  re c om m e nds  s e ve ra l

28

7 DECISION NO.
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1 adjustments

40.

4 1

5

6

7

Beaver Dam proposes to acquire the entire wastewater infrastructure for the requested

3 CC&N area by AIAC through a Line Extension Agreement ("LXA") with the Developer

Staff testified that in new CC&Ns, Staff prefers a capital structure of 100 percent

equity infusion by the utility. However, Staff does recognize that Beaver Darn has experience

operating water utility systems and therefore Staff made an exception to its general recommendation.

(Tr. Pg. 34, lines l 0-20) In this matter, Staff recommended a capital structure of approximately 70

percent equity and 30 percent AIAC, which capital structure would be achieved by an infusion of8

9 equity capital by the company

10 42. Staffs witness explained that when a company's capital structure is made up solely of

l l advances or contributions, the problem is two-fold. First, the company's rate base will be zero. And

12 second, when the company has not invested any capital there is no incentive for the company to

13 operate efficiently. (Tr. Pg. 35, lines 5~l5)

43. Staff' s witness explained that even though the Commission's rule states that advances

15 be returned at a rate of 10 percent per year, oftentimes companies can only partially return the

16 advances and the rate base on which the companies should be earning becomes diminished or zero.

17 The witness also explained that over time if that investment or the plant becomes depreciated and it is

18 not replaced with either more contributions or advances, the system will become dilapidated and less

1 4

19 secure  for providing se rvice . (Tr. Pg. 39, lines  1-24)

20 44.

2 1

Mr. Da n Jone s , P re s ide nt of Mille nnia  Inve s tme nt Corpora tion a nd de ve lope r for the

S ha dow Ridge  de ve lopme nt, te s tifie d in  s upport of Be a ve r Da m's  a pplica tion a nd s ta te d tha t

22

23

24

Mille nnia  wa s  willing to de e d ove r to Be a ve r Da m the  wa s te wa te r s ys te m a nd tha t Be a ve r Da m's

ca pita l wa s  be ing give n in the  form of its  20-ye a r his tory a s  a  wa te r compa ny. (Tr. Pg. 26, line s  13-

25) He  furthe r te s tifie d tha t Mille nnia  ha s  a lso de e de d ove r to Be a ve r Da m e ve rything pe rta ining to

25 the  wa te r sys te m built for the  de ve lopme nt, which tota ls  ove r $1 million, a nd tha t the  compa ny ha d

26 done  so free ly and willingly because  the  company cannot do the  deve lopment without Beave r Dam.

27 (Tr. Pg. 27, lines  1-6)

28 45. Mr. Jones  te s tified tha t if the  Commiss ion does  not approve  Beaver Dam's  applica tion

DECISION NO
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l

2

the re  is  only one  othe r wa te r provider about three  miles  away, but tha t Millennia  has  not rece ived any

support from them. (Tr. Pg. 27, lines  18-25)

Be a ve r Da m propos e s  to fund the  wa s te wa te r fa cilitie s  through 100 pe rce nt AIAC,

4 with a  10 pe rce nt pe r ye a r re fund ra te  to be  pa id to the  de ve lope r, be ginning a t ye a r five , ove r 10

3 46.

5 years.

6

7

8

9

47. Beaver Dam argued that under Staffs recommendation it would have to put forward a

contribution of $700,000. Beaver Dam testified that under the LXA it will have to increase its staff

by one employee (Certified Operator), and add a vehicle for that employee to use to take care of the

wastewater system and that should be its capital contribution. (Tr. Pg. 19, lines 2-10 and Tr. Pg. 20,

10 line s  1-12 )

48. In its  Objection to the  S ta ff Report, Beaver Dam s ta ted tha t s ince  the  Commiss ion had

12 a pprove d the  LXA for the  wa te r sys te m for the  S ha dow Ridge  de ve lopme nt with 100 pe rce nt AIAC,

13 it should a lso a pprove  Be a ve r Da m's  re que s t to ha ve  the  sa me  ca pita l s tructure  for the  wa s te wa te r

14  s ys te m.

1 1

1 5 49. Beaver Dam also stated in its late-tiled exhibit that it believed .there were other

16 wastewater utilities that had received an initial CC&N with no experience in the wastewater business,

17 and that they were required by Staff to have a capital structure of 70 percent equity and 30 percent

18 AIAC and therefore Staff was not making an exception for Beaver Darn due to its 20 years

19 experience in the water business. Beaver Dam requested that the percentage of equity contribution be

20 lowered if not completely removed.

Staff reviewed the Revised Pro-Forma Income Statement submitted by Beaver Dam

22 with its objection to the Staff Report. Staff stated that there were errors in the proposed operating

23 expenses in which Beaver Dam failed to account for any depreciation expense. Staff stated that

24 Beaver Dam seemed to be accounting for AIAC as if it was contribution in aid of construction

25 ("CIAC"), however depreciation should be taken on AIAC. Staff also noted that under Beaver

26 Dam's proposed 100 percent AIAC capital structure, it would not be refunding advances until year

27 five on the investment. Staff stated that during the first live years if Beaver Dam does not refund

28 advances, depreciation expenses would be applied to the advanced plant-in~service, which will

2 1 50.

9 DECISION NO.
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5 52.

8

9

10

1 further degrade  Beaver Dam's  equity investment.

51. S ta ff re a s one d tha t the  a djus tme nts  S ta ff ma de  to Be a ve r Da m's  propos e d ca pita l

s tructure  re fle cts  the  goa l of e nsuring a  s trong e conomic founda tion for Be a ve r Da m a nd to se cure

wastewater service  for customers in the C C &N area,

Staff reviewed Beaver Dam's proposed revenue and expenses prob sections which Staff

6 found to be  genera lly reasonable  with a  few adjustments .

53. In S che dule  DRE-WW-1, S ta ff a djus te d Be a ve r Da m's  de pre cia tion e xpe ns e s  to

re fle ct S ta ffs  propose d cha nge s  in the  ca pita l s tructure  a nd a djus te d the  propose d income  ta xe s  to

re flect changes  in proposed income  tax liability.

Beave r Da in proposes  no deprecia tion expense  based on a  100 pe rcent AIAC capita l

l l s tructure . S ta ff a djus tme nts  a re  re fle cte d in DRE-WW-3, a n a pproxima te ly 70 pe rce nt e quity to 30

54.

12 pe rce nt a dva nce  ca pita l s tructure  for pla nt-in~se rvice .

13 Be a v e r Da m  p ro p o s e s  th a t  th e  s e rv ic e  lin e  c o n n e c tio n  c h a rg e  b e  c o lle c te d  fro m

14 cus tome rs  a s  a  CIAC. S ta ff s ta te d tha t if the  s e rvice  line  cha rge  is  a llowe d a s  a  CIAC it is  in e s s e nce

15 a  h o o k u p  fe e  a n d  S ta ffs  p o lic y is  th a t  h o o k u p  fe e s  s h o u ld  n o t  b e  a llo we d  in  in it ia l C C &N

16 a pplica tions .  S ta ff re com m e nds  tha t the  s e rvice  line  cha rge  be  colle c te d a s  a n AIAC a nd tha t it be

17 re funde d a t 10 pe rce nt of the  colle cte d ba la nce  a nnua lly.

55.

18 56.

19 281 a t the  e nd of five  ye a rs .

20

Staff determined the prob acted ra te  base for the  wastewater plant-in-service  to be $521,

21

22

23

57. Beaver Dam estimated its  revenue  and expenses to de termine  its  initia l ra tes .

58. S ta ff propos e s  tha t the  re ve nue  e s tima te s  be  a dj us e d (through a djus tme nt of the

recommended ra tes  discussed be low) in order to obta in a  re turn on investment of 8. 10 percent in year

five .

24 59. Be a ve r Da m propose d a  fla t fe e  ra te  of $40 pe r month for re s ide ntia l cus tome rs  a nd

25 Staff proposed ra tes of $45 per month.

60. S ta ff concurre d with Be a ve r Da m's  re s ide ntia l initia l monthly fia t fe e  ra te  de s ign a s26

27 we ll a s  Be a ve r Da m's  propose d monthly fla t fe e  ra te  for comme rcia l cus tome rs . Howe ve r, S ta ff does

28 re comme nd tha t Be a ve r Da m a t its  ne xt ra te  ca s e  file  a  ra te  de s ign tha t us e s  a  volume tric ra te  to

7
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encourage water conservation.

61. Staff a lso recommends tha t Beaver Dam's  proposed re-establis lnnent of service  charge

(within 12 months ) be  a djus te d to months  off the  sys te m multiplie d by the  fla t monthly fe e  to re fle ct

Commiss ion Rule  A.A.C. R14-2-603(D).

5 62. In regards  to the  la te  payment pena lty, S ta ff recommends a  1.50 percent of the  unpa id

6 monthly ba la nce  pe r month.

7 63. Staff concluded that the  other service  charges proposed by Beaver Dam are  reasonable

8 and recommended that they be adopted.

9

10 64.

Analys is  and Dis cus s ion

1 2

Be a ve r Da m ha s  a  twe n ty-ye a r tra ck re cord  a s  a  wa te r u tility p rovide r, bu t no

11 experience as a  wastewater provider.

65. As tes tified to by Sta ff, Beaver Dam has  been a  good opera tor in the  wate r business  in

13 the  S ta te  of Arizona , Beaver Darn is  a  fit and proper entity to have  a  was tewa te r CC&N, and the re  is

14 a  public ne e d for the  wa s te wa te r se rvice  re que s te d in this  a pplica tion. (Tr. Pg, 37, line s  1-5) (Tr. Pg.

15 53, lines  1-9)

16 66. Although Be a ve r Da m ha s  no e xpe rie nce  in the  wa s te wa te r bus ine s s , it ha s  hire d a

17 Ce rtifie d Ope ra tor to ma na ge  the  wa s te wa te r fa cility.

18 67. We  find tha t unde r the  circums ta nce s  of this  ca s e , S ta ff"s  re comme nda tion for a

19 capita l s tructure  of 70 pe rcent equity and 30 pe rcent advances  should be  modified to require  Beaver

20 Dam to a tta in a  capita l s tructure  comprised of 40 pe rcent equity and 60 pe rcent advances . The re fore ,

21 the  compa ny s ha ll be  re quire d to infus e  s ufficie nt e quity to a chie ve  a  40 pe rce nt e quity ca pita l

22 s tructure  a s  a  condition of a pprova l.

23 68. In a ddition, Be a ve r Da m s ha ll be  re quire d to imple me nt S ta ffs  propos e d initia l fla t

24  fe e  ra te  of $45 pe r month  for re s ide ntia l s e we r cus tome rs  a nd $60 pe r month  for comme rcia l

25 cus tomers , a s  se t forth in Exhibit B. Beave r Dam should a lso be  required to file  with Docke t Control,

26 a s  a  complia nce  ite m in this  docke t, a  re vis e d ta riff re fle cting the  modifica tions  s e t forth he re in, for

27 review and approva l by S ta ff within 30 days  of the  e ffective  da te  of a  decis ion in this  ma tte r.

28 Furthe r, S ta ffs  re comme nda tion tha t Be a ve r Da m file  a  ra te  ca se  no la te r tha n thre e69.
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m onths  a fte r the  fifth a nnive rs a ry whe n it s e rve s  its  firs t cus tom e r, s hould be  m odifie d to re quire

Be a ve r Da m  to  file  a  ra te  ca s e  with in  th re e  m onths  o f its  th ird  a nn ive rs a ry of s e rving  its  firs t

cus tome r. By re quiring a n e a rlie r ra te  ca s e  filing, we  will ha ve  a n opportunity to re vie w the  ongoing

appropria tenes s  of the  initia l ra te s  bas ed on the  modified capita l s tructure  required he re in.

70. La s tly,  S ta ff"s  re c o m m e n d a tio n s  wh ic h  re q u ire  Be a ve r Da m  to  m e e t s p e c ific

6 conditions  within a  ce rta in tim e fra m e  s hould be  m odifie d to s ta te  tha t Be a ve r Da in s ha ll file  thos e

5

8 71.

10 72.

11 73.

12

13

14

15

16

17

18

7 conditions  with Docke t Control a s  a  complia nce  ite m in this  docke t.

On Octobe r 26, 2007, Be a ve r Da m docke te d a  copy of its  Fra nchis e  Agre e me nt from

9 Mohave  County and the re fore  has  s a tis fied S ta ff' s  condition on tha t ma tte r.

S ta ff recommendations  as  modified here in a re  reasonable  and should be  adopted.

Becaus e  an a llowance  for prope rty tax expens e  will be  included in Beave r Dam's  ra te s

a nd will be  colle cte d from its  cus tome rs , the  Commis s ion s e e ks  a s s ura nce s  from Be a ve r Da m tha t

a ny ta xe s  colle cte d from  ra te pa ye rs  ha ve  be e n re m itte d to the  a ppropria te  ta xing  a uthority. It ha s

come  to the  Commis s ion's  a tte ntion tha t a  numbe r of wa te r a nd wa s te wa te r compa nie s  ha ve  be e n

unwilling  or una b le  to fulfill the ir ob liga tion to pa y the  ta xe s  tha t we re  colle c te d from  ra te pa ye rs ,

s ome  for a s  ma ny a s  twe nty ye a rs . It is  re a s ona ble , the re fore , tha t a s  a  pre ve ntive  me a s ure  Be a ve r

Da m s ha ll a nnua lly file , a s  pa rt of its  a nnua l re port, a n a ffida vit with the  Utilitie s  Divis ion a tte s ting

tha t the  Company is  current in paying its  prope rty taxes  in Arizona .

19 CO NCLUS IO NS  O F LAW

20 Ap p lica nt is  a  p ub lic  s e rvice  corp ora tion  with in  the  m e a ning  of Artic le  XV of the

21

The  Com m is s ion ha s  juris dic tion ove r the  App lica nt a nd the  s ub je c t m a tte r of the22

23 applica tion.

24 Notice  of the  a pplica tion a nd the  he a ring  the re on wa s  g ive n in a ccorda nce  with the

25 la w.

26 The re  is  a  pub lic  ne e d a nd ne ce s s ity for wa s te wa te r utility s e rvice  in the  p ropos e d

27 Certifica ted a rea .

28 Applica nt is  a  fit a nd prope r e ntity to re ce ive  a C C &N to provide  wa s te wa te r utility

2.

4.

3.

1 .

5.
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3

1 service  in the  proposed Certifica ted area .

6. Staff' s  recommendations as modified herein are  reasonable  and should be adopted.

The rates and charges authorized herein are  just and reasonable .

4 ORDER

5

6

IT IS  THEREFORE ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc.'s  a pplica tion for a

Ce rtifica te  of Convenience  and Necess ity to provide  was tewa te r utility se rvice  to the  a rea  described

he re in a s  Exhibit A, is  he re by gra nte d s ubje ct to Be a ve r Da m Wa te r Compa ny, Inc.'s  complia nce

with the  following Orde ring pa ragraphs .

9 IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll file , with Docke t

10 Control, a s  a  complia nce  ite m in this  docke t, for re vie w a nd a pprova l by S ta ff, a  re vis e d ta riff

l l re flecting the  modifica tions  se t forth he re in, within 30 days  of the  e ffective  da te  of this  Decis ion.

12 IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll file  with Docke t

13 Control, a s  a  compliance  item in this  docke t, a  copy of its  Aquife r P rotection Pe rmit from the  Arizona

14 De pa rtme nt of Environme nta l Qua lity, within two ye a rs  of the  e ffe ctive  da te  of this  De cis ion.

15 IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll file  with Docke t

16 Control, a s  a  compliance  item in this  docke t, a  Notice  to the  Commiss ion within 15 days  of providing

17 s e rvice  to its  firs t cus tome r.

18 IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll file  with Docke t

19 Control, a s  a  complia nce  ite m in this  docke t, a  ra te  a pplica tion no la te r tha n thre e  months  following

20  the  th ird  a nn ive rs a ry of the  da te  Be a ve r Da m Wa te r Compa ny, Inc ., be g ins  to  s e rve  its  firs t

21 wastewater customer.

22 IT IS  FURTHER ORDERED tha t if Be a ve r Da m Wa te r Compa ny, Inc., fa ils  to comply with

23 the  time fra me s  outline d in the  a bove  Orde ring P a ra gra phs , the  Ce rtifica te  of Conve nie nce  a nd

24 Necess ity granted he re in sha ll be  cons ide red null and void after due process .

25 IT IS  FURTHER ORDERED tha t Beave r Dam Wate r Company, Inc., sha ll ma inta in its  books

26 and records  separa te ly for wa te r and wastewate r.

27 IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll utilize  a  ca pita l

28 structure  of approximate ly 40 percent equity and 60 percent advances in a id of construction, and sha ll

7

8

7.
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infuse  sufficient equity to achieve  a  40 percent equity capita l s tructure  as  a  condition of approva l.

IT IS  FURTHER ORDERDED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll cha rge  S ta ff' s

proposed ra tes as se t forth below:
Min imu m Mo n th lv Fla t Ch a rg e
Re s ide ntia l
Comme rcia l

$45.00
$60.00

Effluent Sa les
Trea ted Effluent per 1,000 ga llons
Service  Line  Connection Charges

$0.25
$400.00

5

6

7

8

9

Service Charges

1 0

1 1

Establishment of Se rvice
Reconnection/De linquent
De pos it
Depos it Inte res t
Re-es tablishment of Se rvice  (within 12 months)
NSF Check
Late  Payment Penalty (per month on unpaid ba lance)

$25.00
$50.00

0.00
0%
*

$15.00
1.50%

12

13

14

15

* Numbe r of months  off s ys te m time s  the  monthly minimum, pe r Commis s ion Rule s
A.A.C. R14-2-603(D).

20

IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll notify its

16 customers of the wastewater rates and charges approved herein and their effective date by means of

17 an insert in its monthly billing in a form acceptable to the Staff of the Utilities Division.

18 IT IS FURTHER ORDERED that the rates and charges authorized herein shall be effective

19 for a ll service provided on or after April l, 2008.

IT IS  FURTHER ORDERED tha t Beaver Dam Wate r Company, Inc., sha ll notify each

21 customer in the Certificated area of its right to annually inspect customer's septic tanks to determine

22 if maintenance is necessary.

23 IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll provide

24 homeowners  with seven days  notice  of its  intent to inspect the  septic tanks  prior to entering the

25 homeowner's  property.

26 IT IS FURTHER ORDERED that Beaver Dam Water Company, Inc., shall notify customers

27 in the Certificated area, that Beaver Dam will charge a rate of $450 each time it is necessary for the

28 company to pump the customer's septic tank,

1 4 DE CIS IO N n o .
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IT IS  F UR THE R  O R DE R E D th a t Be a ve r Da m  W a te r C o m p a n y,  In c . ,  s h a ll n o tify

home owne rs  in the  Ce rtifica te d a re a  of the ir right to choose  e ithe r Be a ve r Da m or a nothe r e ntity to

perform the  pumping on the ir septic tanks , 30 days  prior to the  time  the  work needs  to be  perfonned.

IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., s ha ll colle ct from its

6

5 customers a  proportionate  share  of the  privilege , sa les or use  tax.

IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., sha ll ma inta in its  books

7 a nd re cords  in  a ccorda nce  with the  Na tiona l As s ocia tion of Re gula tory Utility Commis s ione rs

8 Uniform Sys te m of Accounts  for Wa te r a nd Wa s te wa te r Utilitie s  .

IT IS  FURTHE R O RDE RE D th a t Be a ve r Da m W a te r Co mp a n y,  In c . ,  s h a ll u s e  th e9

1 0

11

12

deprecia tion ra tes  recommended by Sta ff for wastewater utilities .

IT IS  FURTHER ORDERED tha t Be a ve r Da m Wa te r Compa ny, Inc., sha ll tile  in its  ne xt ra te

applica tion, a  ra te  design tha t includes some type  of volumetric ra te  to encourage  water conserva tion.

13

1 4

1 5

16

17

18

19

20

21

22

23

24

25

26

27

28

1 5 DECISION NO.



COMMISSIONERC OMMIS S IONER COMMISSIONER

IN WITNESS WHEREOF, 1, DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2008.

DEAN s. MILLER
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT

DECISION no.16

DOCKET NO. SW-03067A-06-0397
1

1 IT IS  FURTHER ORDERED tha t Be a ve r Da m  Wa te r Com pa ny, Inc ., s ha ll file , a s  a  pa rt of

2 its  a nnua l re port, a n a ffida vit with the  Utilitie s  Divis ion a tte s ting  tha t it is  curre nt on its  p rope rty

3 ta xe s  in Arizona .

4 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe ctive  imme dia te ly.

5

6

7

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.



BEAVER DAM WATER COMPANY, INC -

SW-03067A-06-0397

Bob Frisby
BEAVER DAM WATER co .,  INC.
P.O. BOX 559
Beave r Dam, AZ 86432

Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoenix, Arizona  85007

1 S ERVICE LIS T FOR:
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1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

2 8

Ernest G. Johnson, Director
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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EXHIBIT GGA97

SHADOW RIDGE SUBDIVISION
WASTEWATER SERVICE AREA

PROPERTY DES CRIPTION

A Parcel of Land situated in portions of Sections 17 and 21, Gila and Salt
River Meridian, Mohave County, Arizona being more particularly described
3.5 follows:

AH of the West Half of the North Half of the Northeast Quarter of the
Northeast Quarter (W1/2 N1/2 NE1/4 NE1/4) 8Hd the West Half of the
Soudl Half of the Northeast Quarter of the Northeast Quarter (WI/2 S 1/2
NE1/4 NE1/4) of Section 17, Township 39 North, Range 16 West, Gila and
Salt River Base Meridian, Mohave County, Arizona (Parcel 402-84-012 and
402-84-013, Fee#2003040864, Book 4505,Page 564)

All of due Southwest Quarter of the Southeast Quarter of the Northeast
Quarter (SWU4 SE1/4 NEI/4) and the South Half of the Northwest Quarter
of the Southeast Quarter of the Northeast Quarter (Sl/2 NW]/4 SE1/4
NEI/4) 8lld the North Half of the North Half of the East Half of the
Southeast Quarter of the Northeast Quarter (Nl/2 N1/2 E1/2 SEU4 NEI/4)
and the North Half of the North Half of the West Ha]f of the Southeast
Quarter of the Northeast Quarter (Nl/2 N1/2 W1/2 8E1/4 NE1/4) and the
Southeast Quarter of the Southeast Quarter of the Northeast Quarter (SE1/4
SE1/4 NEI/4) and the Soudx Half of the Northeast Quarter of the Southeast
Quarter of the Northeast Quarter (Sl/2 NEI/4 SB1/4 NEI/4) of Section 17,
Township 39 North, Range 16 West, Gila and Salt River Base Meridian,
Mohave County, Arizona, (Parcel 402-84-001,002,005 and 006, Fee#
2003026459, Book 4439, Page 485), subject to a 20 foot Access Easement
and Utility Easement along the East Boundary Line (Fee# 91-19036, Book
1878, Page 462)

All of the Nordieast Quarter of the Southeast Quarter (NE1/4SE1/4) and the
East Half of the Southeast Quarter of the Southeast Quarter (El/2 SEI/4
SEI/4) of Section 17, Township 39 North, Range 16 West, Gila and Sat
River Base Meridian, Mohave County, Arizona (Parcel 402-84-019), subject
to a 20 foot Access Easement and Utility Easement along the East Boundary
Line (Fee# 90-45221, Book 1749, Page 652) EXCEPT the South 42 feet for
a Mohave County Road Right~of-Way (Book 5217, Page 241)

All of the Nordmwest Quarter of the Northwest Quarter (NWU4 NWI/4) of
Section 21, Township 39 North, Range 16 West, Gila and Salt River Base
Meridian, Mohave County, Arizona, (Parcel 402-25~l4-2, Fee#2002004987,
Book 3973 Page 119), EXCEPT the North 42 feet for a Mohave County
Road Right-of-Way (Book 3099, Page 663), the West 42 feet and the East
25 feet (Book 2298, Page 247) for Mohave County Road Right-of-Ways

Containlmg 160 Acres more or less.

4
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EXHIBIT B

Beaver Dam Water Company, Inc.
Docket Number SW-03067A-06-0397

Schedule DRE-WW-5

RATE DESIGN-WASTEWATER

Minimum Monthlv Flat Charge
Residential
Commercial

Company
Proposed
Rates

$4000
60.00

Staff
Recommended

Rates
$4500
60.00

Effluent Sales
Treated Effluent per 1,000 gallons $ 0.25 0.25

Service Line Connection Charges $ 400,00 400.00

25.00
50.00
0.00
0%

*

Service Charges
Establishment of Service
Reconnection/Delinquent
Deposit
Deposit Interest
Re-estabtishment of Service (Within 12 months)
NSF Check
Late Payment Penalty
(per month on unpaid balance)

25.00
50.00
0.00
0%

25.00
15.00
10.00

15.00
150%

* Per Commission Rules A.A.C. R14-2-603(D).

EXHIBIT "B"

DECISION no .


