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DATE:

DOCKET nos  :

TO ALL PARTIES :

Enclosed please  find the  recommenda tion of Adminis tra tive  Law Judge  Lyn Fanner.
The  recommenda tion has  been filed in the  font of an Order on:

. Pursuant to A.A.C. R14-3-110(B), you may file  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  Comlniss ion's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

The  e nclos e d is  NOT 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 lv
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive
Director's Office at (602) 542-3931.
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BEFORE THE ARIZONA CORPORATION COMMISSION

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

IN THE MATTER OF THE APPLICATION OF
Loco WATER COMPANY FOR A RATE
INCREASE.

DOCKET no. W-02121A-07-0506

DOCKET no. W-0212lA-07-0688

DECISION no.

IN THE MATTER OF THE APPLICATION OF
uvco WATER COMPANY FOR THE
APPROVAL OF AUTHORITY TO ISSUE LONG-
TERM PROMISSIORY NOTES OR BONDS AND
OTHER EVIDENCE OF INDEBTEDNESS. ORDER

Open Meeting
April 8 and 9, 2008
Phoenix, Arizona

BY THE COMMISSION:

1

2 COMMISSIONERS

3

4

5

6

7

8

9

10

11

12

13

14

15

16 On August 31, 2007, Liv co Water Company ("Liv co" or "Company") filed with the Arizona

17 Corporation Commission ("Commission") an application for a permanent water rate increase in

18 Docket No. W-02121A-07-0506 ("Rate Application").

19 On September 28, 2007, pursuant to A.A.C. R14-2-103, the Commission's Utilities Division

20 ("Staflf") issued a Letter of Deficiency stating that Livco's application was deficient.

21 On November 1, 2007, pursuant to A.A.C. R14-2-103, Staff issued a Letter of Sufficiency and

22 classified Liv co as a Class D utility.

23 On December 14, 2007, Liv co filed a Financing Application for approval to enter into certain

24 loan agreements necessary to fund a Water Meter Replacement Program in Docket No. W-02l2lA-

25 07-0688 ("Financing Application").

26 By Procedura l  Order  is sued Janua ry 3 ,  2008,  the Ra te and F inancing docket s

27 consolidated.

28 On January 15, 2008, Staff filed its Staff Report on the Rate and Financing Applications

were
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DOCKET no. W-02121A-07-0506 ET AL.

1

2

3

5

6

7

recommending, among other things, tha t S ta ff's  proposed ra tes  and charges  be  approved and tha t the

Financing Applica tion be  approved.

On J a nua ry 16, 2008, S ta ff file d a  Notice  of Erra ta  to corre ct two of the  ra te  s che dule s

4 a tta che d to the  S ta ff Re port.

On January 23, 2008, Liv co filed Objections  to the  S ta ff Report.

On February 1 and 15, 2008, S ta ff tiled Responses  to the  Company's  Objections .

On Februa ry 29, 2008, Liv co filed the  Affidavit of Publica tion for the  Financing Applica tion.

* * * * * * *8 * * *

9 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

10 Commission finds, concludes, and orders  tha t:

11 FINDING S  O F FACT

1. P urs ua nt to a uthority gra nte d by the  Commis s ion, Liv co is  a n Arizona  corpora tion

13 e nga ge d in  the  bus ine s s  of providing wa te r u tility s e rvice  in  the  communitie s  of Old  Concho

14  Towns ite  a nd  Concho  Va lle y, wh ich  a re  loca te d  a pp roxima te ly 15  mile s  we s t a nd  18  mile s

1 2

15 southwest, re spective ly, of S t. Johns , a long Highway 61 in Apache  County, Arizona .

2. Livco's  pre s e nt ra te s  a nd cha rge s  for wa te r we re  a pprove d in De cis ion No. 6875116

17 (June 5, 2006).

18 3. On August 31, 2007, Liv co filed its  applica tion for an increase  in ra tes .

19 4. On S e pte mbe r 13, 2007, Liv co file d a n a ffida vit a tte s ting tha t the  Compa ny ha d

20 provided public notice  to its  cus tomers  of the  proposed ra te  increase  by firs t cla ss  U.S . ma il.

5. On S e pte mbe r 28, 2007, S ta ff is s ue d a  Le tte r of De ficie ncy re ga rding the  Ra te2 1

22  App lica tion .

25

23 6. On Octobe r 12 a nd 18, 2007, the  Compa ny file d a dditiona l informa tion in support of

24 the  Ra te  Applica tion.

On Nove mbe r 1, 2007, S ta ff is sue d a  Le tte r of S ufficie ncy a nd cla s s ifie d Liv co a s  a

26 Cla ss  D wa te r utility.

2 7

2 8

8 .

9 .

On December 14, 2007, Liv co tiled its  Financing Applica tion.

On De ce mbe r 19, 2007, S ta ff file d a  Motion to Consolida te  the  Ra te  Applica tion a nd

7.

2 DE CIS IO N n o .



DOCKET NO. W-02121A-07-0506 ET AL.

1

2

On Fe brua ry 29, 2008, Liv co file d a n a ffida vit of publica tion ve rifying tha t it ha d

4 p u b lis h e d  n o tic e  o f its  F in a n c in g  Ap p lic a tio n  o n  J a n u a ry 4 ,  2 0 0 8 ,  in the  White  Moun ta in

5 Independent.

3

Fina ncing Applica tion docke ts , a nd by P roce dura l Orde r is s ue d J a nua ry 3, 2008, the  docke ts  we re

consolida ted.

10.

6 11, In re s pons e  to the  notice s , the  Commis s ion's  Cons ume r S e rvice s  Divis ion re ce ive d

7 contacts  from s ix cus tomers  s ta ting oppos ition to the  proposed ra te  increase .

8 12. During the  te s t ye a r e nde d De ce mbe r 31, 2006, Liv co s e rve d a n a ve ra ge  of 368

9 mete red cus tomers , the  ma jority of which a re  re s identia l us e rs  who a re  s e rved by 5/8" x 3/4" me te rs .

10 13. Average  and median wa te r us age  by re s identia l us e rs  during the  te s t yea r were  6,354

11 gallons  and 3,122 ga llons  per month, respective ly.

14. S ta ff conducte d a n inve s tiga tion of Livco's  propos e d ra te s  a nd cha rge s  for wa te r

13 s e rvice  a nd file d a  S ta ff Re port on the  Compa ny's  ra te  re que s t on J a nua ry 15, 2008. S ta ff file d

14 corre c te d s che dule s  on J a nua ry 16 a nd Fe brua ry 15, 2008. On J a nua ry 23, 2008, Liv co file d

15 Obje c tions  to  the  S ta ff Re port,  a nd on Fe brua ry 1  a nd 15, 2008, S ta ff file d  Re s pons e s  to  the

12

16 Compa ny's  Obj a ctions .

15.17 The water ra tes  and charges  for Liv co a t present, as  proposed in the  application, and as

18 recommended by S ta ff, a re  as  follows :

19

20
Present
Rates Compa nv

Proposed Rates
S ta ff

21 MONTHLY US AGE CHARGE:

22

23

24

25

5/8" x %" Me te r
W' Me te r
1" Me te r

1 W' Me te r
2" Me te r
3" Me te r
4" Me te r

$11.00

11.00

14.00

20.00

50.00

116.00

181.00

$16.74
16.74
21.31
30.44
76.10

176.55
275.48

$15.50
17.75
27.00
50.00
88.00

248.00
387.50

26

27

28

1 An affiliated company, Liv co Sewer Company ("LSC"), provides wastewater treatment service to approximately 22
customers (as of the last rate case), 15 of which are residential users and one of which is a country club with both a one
and one-half inch and a three-inch meter. LSC's wastewater rates were approved in Decision No. 68751 (June 5, 2006)
pursuant to a dorree-year phase-in plan agreed to by LSC and Staff (See Decision No. 68751 at 10-12).

3 DECISION NO.



DOCKET no. W-02121A-07-0506 ET AL.

6" Me te r
2" Old Concho Townsite  Inte rconnects

362.00
120.00

550.96
182.64

775.00
124.00

Ga llons  inc lude d in  minimum
Ga llons  inc lude d in  minimum - Old
Concho Towns ite

$0.00
0.00

$0.00
0.00

$0.00
0.00

Commodity Ra te  (pe r 1,000 ga llons):
5/8 x % Inch Mete rs  to 1 % Inch Mete rs
Up to 4,000 ga llons
4,001 to 10,000 ga llons
Over 10,000 ga llons

$1.10
1.50
1.65

$1.67
2.28
2.51

N/A
N/A
N/A

2 Inch and Larger Meters
Up to 50,000 ga llons
50,001 to 100,000 gallons
Over 100,000 ga llons

1.10
1.50
1.65

1.67
2.28
2.51

N/A
N/A
N/A

Old Concho Inte rconne ct
Exce s s  of Minimum pe r 50,000 ga llons
50,001 to 100,000 ga llons
Ove r 100,000 ga llons

1.10
1.50
1.65

1.67
2.28
2.51

N/A
N/A
N/A

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

5/8 x % Inch a nd % Inch (Re s ide ntia l)
Up to 3,000 ga llons
3,001 to 10,000 ga llons
Cve r 10,000 ga llons

1.10
1.50
1.65

1.67
2.28
2.51

1.25
2.00
2.40

17

18

5/8 x % Inch a nd % Inch (Comme rcia l)
Up to 3,000 ga llons
3,001 to 10,000 ga llons
Ove r 10,000 ga llons

1.10
1.50
1.65

1.67
2.28
2.51

2.00
2.00
2.40

19

20

21

% Inch (Re s ide ntia l)
Up to 3,000 ga llons
3,001 to 10,000 ga llons
Ove r 10,000 ga llons

1.10
1.50
1.65

1.67
2.28
2.51

1.25
2.00
2.40

22

23

24

% Inch (Comme rcia l)
Up to 3,000 ga llons
3,001 to 10,000 ga llons
Ove r 10,000 ga llons

1.10
1.50
1.65

1.67
2.28
2.51

2.00,
2.00
2.40

25

26

1 Inch (Re s ide ntia l a nd Comme rcia l)
Up to 24,000 ga llons
Ove r 24,000 ga llons

N/A
N/A

N/A
N/A

2.00
2.40

27

28 2 The Conco Townsite is served by a master meter and is operated as a separate, consecutive system.

4 DE C IS ION NO.
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1

2

3

4

1 % Inch (Res identia l and Commercia l)
Up to 60,000 ga llons
Over 60,000 ga llons

N/A
N/A

N/A
N/A

2.00
2.40

2 Inch (Res identia l, Commercia l and Old Concho)
Up to 150,000 ga llons
Over 150,000 ga llons

N/A
N/A

N/A
N/A

2.00
2.40

5

6

7

8

9

3 Inch (Res identia l and Commercia l)
Up to 500,000 ga llons
Over 500,000 ga llons

N/A
N/A

N/A
N/A

2.00
2.40

4 Inch (Residential and Commercial)
Up to 830,000 gallons
Over 830,000 gallons

N/A
N/A

N/A
N/A

2.00
2.40

1 0

11
6 Inch (Residential and Commercial)
Up to 1,750,000 gallons
Over 1,750,000 gallons

N/A
N/A

N/A
N/A

2.00
2.40

1 2

1 3
Commodity Ra tes
S tandpipe  - Bulk Wate r $3.50 $5.33 $5.00

1 4

1 5 SERVICE LINE AND METER INSTALLATION CHARGES :
(Refundable pursuant to A.A.C. R14-2-405)

1 6

1 7
Present Rates Companv

Se rvice  Line
Charge

Meter
Installation

Tota l
Recommendations

1 8

1 9

20

$ 500.00
575.00
660.00
900.00

$ 500.00
575.00
660.00
900.00

S 370.00
370.00
420.00
450.00

$ 130.00
205.00
240.00
450.00

$ 500.00
575.00
660.00
900.00

21
1,525.00 1,525.00 580.00 945.00 1,525.00

22

23
2,220.00 2,220.00 580.00 1,640.00 2,220.00

2,165.00 2,165.00 745.00 1,420.00 2,165.00
24

25 765.00

26

2,960.00

3,360.00

2,960.00

3,360.00

2,960.00

3,360.00

27

5/8" x W
Meter
3/4" Me te r
1" Meter
1 W' Me te r
2" Me te r -
Turbo
2" Me te r -
Compound
3" Me te r -
Turbo
3: Meter .--
Compound
4" Me te r --
Turbo
4" Me te r --
Compound
6" Me te r -

4,265.00 4,265.00

1,090.00

1,120.00

2,195.00

2,270.00

3,145.00 4,265.00

28

5 DECIS ION NO.
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6,035.00 6,035.00 1,610.00 4,425.00 6,035.00Turbo
6" Me te r .-
Compound 7,750.00 7,750.00 1,630.00 6,120.00 7.750.00

SERVICE CHARGES :

1

2

3

4

5

6

7

8

9

10

$25.00
40.00
40.00
25.00

*

*

$25.00
40.00
40.00
25.00

*

* *

$25.00
40.00
40.00
25.00

*

* *

**

$25.00
1.50%
20.00

* *

$25.00
1.50%
20.00

* *

$25.00
1.50%
20.00

Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Deposit
Deposit Interest
Reestablishment (Within 12 Months)
Reestablishment (Within 12 Months
after Hours)
NSF Check
Deferred Payment (Per Month)
Meter Reread (If Correct)
Moving Customer Meter (Customer
Request)
Late Penalty Payment (Per Month)

***
1.50%

***
1.50%

***

1.50%

11

12

13

14

15
16 16. According  to  the  S ta ff Re port, S ta ff de te rmine d  Livco 's  orig ina l cos t ra te  ba s e

17 ("OCRB") to be  $183,278, which is  the  s a me  a s  its  fa ir va lue  ra te  ba s e  ("FVRB"). This  is  a  $3,400

de cre a s e  to Livco's  propos e d OCRB of $186,678, due  prima rily to S ta ffs  a djus tme nt to working

*

* *

***

Per Commiss ion rule  (R-14-2-403.B).
Months  off sys te m time s  Me  monthly minimum (R14-2-403.D).
1.5% of unpa id monthly ba lance .

18
19 capita l as  a  result of adjustments  to opera ting expenses .

20 17. S ta ff ma de  s e ve ra l a djus tme nts  to Livco's  propos e d te s t ye a r ope ra ting re ve nue s ,

21 re s ulting in a n incre a s e  of $l,201, from $107,243 to $108,444. S ta ff dis a llowe d the  Compa ny's

22 propose d pro-forma  a djus tme nt to pos t te s t year revenue re la ted to mete r changes , but agreed to use

23 the  te s t ye a r billing de te rmina nts  with the  ra te s  a dopte d in De cis ion No. 68751 which be ca me

24 effective  during the  tes t year.

25 18. Sta ff decreased Livco's  tes t year opera ting expenses  by $4,631, to $123,484, due  to a

26 number of minor expense  adjus tments  to purchased power, repa irs  and ma intenance , office  supplie s

27 and expense , outs ide  se rvices , wa te r te s ting, insurance , ra te  case  expense , misce llaneous  expense ,

28 prope rty taxes , and income  taxes .

6 DECISION NO.
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1

2

3

4

6

7

19. Based on S ta ff s  ana lys is , Livco's  present wa te r ra tes  and charges  produced opera ting

revenues  of $108,444 and adjus ted opera ting expenses  of $123,484, which re sulted in ne t ope ra ting

income of nega tive  $15,040, for no re turn on FVRB during the  tes t year.

20. The  wa te r ra te s  a nd cha rge s  Liv co propos e d would produce  a djus te d ope ra ting

5 revenues  of $160,077 and adjus ted ope ra ting expenses  of $139,170 re sulting in ope ra ting income  of

$20,907 or an 11.20 pe rcent ra te  ofre tum on Livco's  proposed OCRB.

21. The  water ra tes  and charges  Sta ff recommended would produce  opera ting revenues of

8 $154,116 and adjus ted ope ra ting expense s  of $l33,040, re sulting in ope ra ting income  of $21,076, or

9 an 11.50 percent ra te  ofre tum on the  $183,278 FVRB.

10 22. Livco's  proposed ra te  schedule s  would increase  the  ave rage  monthly cus tomer wa te r

11 bill by $9.86, or 52.09 pe rce nt, from $18.93 to $28.79, a nd incre a se  the  me dia n monthly cus tome r

12 wa te r bill by $7.52, or 52.11 pe rcent, from $14.43 to $21.95. ..

13 23. Sta ff s  recommended ra tes  would increase  the  average  monthly customer wate r bill by

14 $6.28, or 33.17 percent, from $18.93 to $25.21, and increase  the  median monthly cus tomer wa te r bill

15 by $5.06, or 35.07 pe rcent, from $14.43 to $19.49.

24. On J a nua ry 23, 2008, Liv co tile d Obj s e ctions  to s e ve ra l of S ta ffs  re comme nde d

17 a djus tme nts . The  Compa ny a rgue d tha t the  $1,201 a djus tme nt to  wa te r me te r re ve nue s  wa s

18 inappropria te  because  the  revenue  changes  cited in the  S ta ff Report a re  known and measurable  and

19 s hould  be  re fle cte d  in  th is  ra te  ca s e . Liv co a ls o dis pute d dis a llowa nce  of a  $1,361 cha rita ble

20 contribution a s socia te d with the  Compa ny's  subs idiza tion of pa rt of the  wa te r bill for the  Lions  P a rk,

21 ba se d on Livco's  a s s e rtion tha t its  contribution be ne fits  the  e ntire  community. The  Compa ny a lso

16

22

23

24

25

26

obje cte d to S ta ffs  income  ta x ca lcula tion due  to the  diffe re nce s  in the  re ve nue  re comme nda tions .

Fina lly, Liv co obje cte d to S ta ffs  proposa l to impose  a  thre e -tie r ra te  de s ign on 5/8 inch a nd % inch

me te r re s ide ntia l cus tome rs  but a  ra te  de s ign for 5/8 inch a nd % inch comme rcia l cus tome rs  tha t it

be lieves  is  unduly beneficia l to commercia l cus tomers .

Ba se d on the  ra tiona le  s e t forth in the  S ta ff Re port for S ta ffs  propose d a djus tme nts25.

27 and ra te  design and in the  Responses  to the  Obj action, we  be lieve  Sta ffs  recommendations  should be

28 adopted. With re spect to the  $1,201 te s t yea r revenue  reduction, S ta ff expla ined tha t the  Company's

7 DE CIS IO N n o .
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1

2

3

4

5

6

pro-forma proposa l included projections  tha t were  not known and measurable  and crea ted a  mismatch

be tween tes t year revenues and expenses . Regarding the  disputed charitable  contribution of water for

the  community pa rk, S ta ff note d tha t in its  bill inse rts , the  Compa ny urge s  cus tome rs  to support the

Lions ' Club a nd the  P a rk a nd ha s  a  "contribution ja r" a t its  office  s oliciting s upport for the  Lions '

Park wate r bill. S ta ff a rgues  tha t through these  methods , the  Company has  given ra tepayers  a  choice

to support the  P a rk or not, a nd tha t cus tome rs  should not be  force d to pa y the  cos ts  if the y do not

7  wis h  con tribu te . We agree tha t te s t yea r expenses  were  prope rly reduced by S ta ff. S ta ffs  proposed

8 ra te  de s ign a s  corrected and cla rified in its  Februa ry 15, 2008 filing re sponds  to the  Company's  ra te

9 design concern, and does not unduly benefit commercia l customers.

10 26. Accordingly, we  adopt the  ra te s  and cha rges  a s  proposed by S ta fiQ which include  the

11 appropriate income tax expense.

27. Staff recommended approval of its proposed rates and charges and also recommended12

13 the  fo llowing:

14

15

(a ) The  Compa ny s hould colle ct firm its  cus tome rs  a  proportiona te  s ha re  of a ny
privile ge , s a le s  or use  ta x a s  provide d for in Arizona  Adminis tra tive  Code  ("A.A.C.")
R-14-2-409(D).

16 (b) The  Compa ny be  orde re d to file  with Docke t Control, a s  a  complia nce  ite m in this
docke t, a  ta riff schedule  of its  new ra tes  and charges  within 30 days  a fte r the  e ffective
da te  of the  Decis ion in this  proceeding, and

(c) The  Compa ny s ha ll continue  us ing de pre cia tion ra te s  by individua l NARUC
category on a  going-fowvard basis .

17

18

19

2 0 28.

22

24

25

According to the Staff Engineering Report, the Company's current system can

21 adequately serve its present customer base as well as any reasonable growth.

29. According to the Staff Report, Liv co is in compliance with Commission filing

23 requirements and prior Commission Orders.

30. Staff states that the Arizona Department of Environmental Quality reported no

deficiencies for the Company and determined that Livco's water system is currently delivering water

that meets the water quality standards required by A.A.C., Title 18, Chapter 4.26

27 31. The  Company is  not within an Active  Management Area , and, a s  such, is  not subject

28 to Arizona  Department of Wate r Resources  reporting and conse rva tion requirements .

8 DECISION no.
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1 32. Livco's  two we lls  a re  both in complia nce  with the  ne w ma ximum conta mina nt le ve l

3 33.

4

5

6

2 for a rsenic a s  they both produce  wa te r be low the  new MCL of 10 pa rts  pe r billion.

Liv co has  Commiss ion-approved curta ilment and back-flow prevention ta riffs .

34. According to the  S ta ff Re port, Liv co is  curre nt on the  pa yme nt of its  prope rty ta xe s

a nd is  in good s ta nding with the  Arizona  De pa rtme nt of Re ve nue  a nd the  Corpora tions  Divis ion of

the  Commiss ion.

7 35.

8

9

1 0

1 1

1 2

1 3

1 4

1 6 37.

1 7

1 8

1 9

20

21 38.

22

23

24

In Decis ion No. 68751, the  Company was  orde red to monitor its  sys tem and submit a

wate r loss  reduction report or de ta iled ana lys is  and plan to reduce  its  wa te r loss  to 10 percent or le ss .

According to the  S ta ff Engine e ring Re port, in its  2006 Annua l Re port, the  Compa ny s ubmitte d its

monitoring re sults  which indica te d a  21.1 pe rce nt wa te r loss . The  Compa ny e xpla ine d tha t the  high

water losses  were  caused by 20-year old customer meters  and a  30-year old well meter not regis te ring

accura te ly, and tha t a lthough approxima te ly 25 pe rcent of the  cus tomer me te rs  have  been replaced,

the  Company did not have  enough revenue to replace  the  remaining approximate  300 meters .

36. Liv co pla ns  to re pla ce  the  300 me te rs  with ne w e le ctronic s e nsor me te rs  which will

15 include  remote  me te r-reading capability.

The  Compa ny's  Fina ncing Applica tion re que s ts  Commis s ion a pprova l to obta in a

$124,000 loan from the  Wa te r Infra s tructure  Fina ncing Authority ("WIFA") for a  te rm of 20 ye a rs

a nd a t a  6.5 pe rce nt a nnua l inte re s t ra te . The  funds  from the  loa n will be  us e d to  re pla ce  the

a pproxima te  300 me te rs , a s  we ll a s  the  a ppurte na nt fa cilitie s . Engine e ring S ta ff conclude d tha t the

Water Meter Replacement Program is  appropria te  and the  cost estimate  of $124,000 is  reasonable .

S ta ff ana lyzed the  Company's  adjusted tes t year financia l s ta tements  da ted December

31, 2006, a s  adjus ted by S ta ff The  Company's  capita l s tructure  cons is ted of 100 pe rcent equity, and

the  d ra wing  o f the  e n tire  p ropos e d  WIFA loa n  would  re s u lt in  a  p ro-fo rma  ca p ita l s truc tu re

comprised of 1 .04 percent short-term debt, 40.43 percent long-term debt, and 58.53 percent equity.

S ta ff e xa mine d the  e ffe cts  of the  propose d fina ncing on the  Compa ny's  de bt se rvice

26 cove ra ge  ("DSC") a nd time s  inte re s t e a rne d ("TIER") ra tios .3 Us ing S ta ff' s  re comme nde d re ve nue

25 39.

27

28

3 DSC represents the number of times internally generated cash cover required principal and interest payments on debt. A
DSC greater than 1.0 means operaMg cash flow is sufficient to cover debt obligations. TIER represents the number of
times earnings before income tax expense covers interest expense on debt. A TIER greater than 1.0 means that operating

9 DECIS ION no.



income is greater Dian interest expense. A TIER less than 1.0 is not sustainable in the long term but does not necessarily
mean that debt obligations cannot be met in the short term

10 DECISION NO.

DOCKET no. W-02121A-07-0506 ET AL.

1

2

3

4

5

re quire m e nt a nd fully dra wing  the  p ropos e d $124,000 loa n re s ults  in p ro form a  DS C a nd TIER of

3.93 a nd 3.34, re s pe ctive ly. The s e  ra tios  s how tha t the  Compa ny would ha ve  a de qua te  ca s h flow to

mee t a ll obliga tions , including the  propos ed debt.

40. S ta ff re comme nde d a pprova l of the  Fina ncing Applica tion.

41. S ta ff' s  recommenda tions  in Findings  of Fact Nos . 27 and 40 a re  reas onable  and s hould

6 be adopted.

7 CONCLUSIONS OF LAW

8 1. Liv co is  a  public s e rvice  corpora tion within the  me a ning of Article  XV of the  Arizona

9

10 2. Th e  C o m m is s io n  h a s  ju ris d ic tio n  o ve r Liv  c o  a n d  o f th e  s u b je c t m a tte r  o f th e

11 applica tion.

12 3.

13 4.

14 approved without a  hea ring.

5. The  fina ncing  a pprove d is  for la wful purpos e s  within Livco's  corpora te  P owe rs , is

compa tible  with the  public inte re s t, with s ound fina ncia l pra ctice s , a nd with the  prope r pe rforma nce

by Liv co of s e rvice  a s  a  pub lic  s e rvice  corpora tion, a nd will not im pa ir its  a b ility to pe rform  the

Notice  of the  a pplica tions  wa s  give n in a ccorda nce  with the  la w.

The  ra te s  a nd  cha rg e s  a u thorize d  he re in  a re  jus t a nd  re a s ona b le  a nd  s hould  b e

15

16

17

18

19

20

service .

6. The  fina nc ing  a p p rove d  he re in  is  fo r the  p u rp os e s  s ta te d  in  the  a p p lic a tion ,  is

re a s ona bly ne ce s s a ry for thos e  purpos e s , a nd s uch purpos e s  a re  not, wholly or in pa rt, re a s ona bly

21 chargeable  to opera ting expenses  or to income.

22 7 . S ta ff's re c om m e nda tions ,  a s  s e t fo rth  in  F ind ing s  o f F a c t Nos .  27  a nd  40 ,  a re

23 reasonable  and should be  adopted.

24 O R D E R

IT IS THEREFORE ORDERED that Liv co Water Company is  hereby directed to file  with

26 Docke t Control, a s  a  compliance  item in this  docke t, on or be fore  April 30, 2008, revised ra te

25

27

28
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MONTHLY US AGE CHARGE:

1 sche dule s  s e tting forth the  following ra te s  a nd cha rge s :

2

3

4

5

6

7

8

9

5/8" X %" Me te r
%" Me te r
1" Me te r

1 W' Me te r
2" Me te r
3" Me te r
4" Me te r
6" Me te r

2" Old Concho Townsite  inte rconnect

$15.50
17.75
27.00
50.00
88.00

248.00
387.75
775.00
124.00

10
Commodity Ra te  (pe r 1,000 ga llons):

11

12

13

5/8 x 3/4 Inch a nd % Inch (Re s ide ntia l)
Up to 3,000 ga llons
3,001 to 10,000 ga llons
Ove r 10,000 ga llons

1.25
2.00
2.40

14

15

16

5/8 X 3/4 Inch and % Inch (Commercia l)
Up to 10,000 ga llons
Over 10,000 ga llons

2.00
2.40

17

18
1.25
2.00
2.4019

3/4 Inch (Res identia l)
Up to 3,000 ga llons
3,001 to 10,000 ga llons
Over 10,000 ga llons

20

2 1

3/4 Inch (Com m e rcia l)
Up to 10,000 ga llons
Ove r 10,000 ga llons

2.00
2.40

22

23
1 Inch (Res identia l and Commercia l)
Up to 24,000 ga llons
Over 24,000 ga llons

2.00
2.40

24

25
1 % Inch (Re s ide ntia l a nd Comme rcia l)
Up to 60,000 ga llons
Ove r 60,000 ga llons

2.00
2.4026

27 2 Inch (Re s ide ntia l, Comme rcia l a nd Old Concho)
Up to 150,000 ga llons 2.00

28
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Ove r 150,000 ga llons 2.40

3 Inch (Residential and Commercial)
Up to 500,000 gallons
Over 500,000 gallons

2.00
2.40

4 Inch (Res identia l and Commercia l)
Up to 830,000 ga llons
Over 830,000 ga llons

2.00
2.40

6 Inch (Res identia l and Commercia l)
Up to 1,750,000 ga llons
Over 1,750,000 ga llons

2.00
2.40

1

2

3

4

5

6

7

8

9

10

11

Commodity Ra tes
S tandpipe  - Bulk Wate r $5.00

12

SERVICE LINE AND METER INSTALLATION CHARGES:
(Refundable pursuant to A.A.C. R14-2-405)

Service Line Charge Meter Installation Tota l
13

14

15

16

17

18

19

20

5/8" x W' Meter
W' Meter
1" Meter
1 W' Meter
2" Meter -- Turbo
2" Meter - Compound
3" Meter - Turbo
3" Meter - Compound
4" Meter - Turbo
4" Meter - Compound
6" Meter - Turbo
6" Meter .... Compound

S 370.00
370.00
420.00
450.00
580.00
580.00
745.00
765.00

1,090.00
1,120.00
1,610.00
1,630.00

s 130.00
205.00
240.00
450.00
945.00

1,640.00
1,420.00
2,195.00
2,270.00
3,145.00
4,425.00
6,120.00

$ 500.00
575.00
660.00
900.00

1,525.00
2,220.00
2,165.00
2,960.00
3,360.00
4,265.00
6,035.00
7.75000

2 1
S ERVICE CHARGES  :

22

23

24

25

$25.00
40.00
40.00
25.00

*

* *

26

27

Establishment
Es tablishment (Afte r Hours )
Reconnection (De linquent)
De pos it
Deposit Inte res t
Rees tablishment (Within 12 Months)
Rees tablishment (Within 12 Months
a fte r Hours)
NSF Check
Defe rred Payment (Pe r Month)

* *

$25.00
1.50%

28
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DOCKET no. W-02121A-07-0506 ET AL.

Me te r Re re a d (If Corre ct)
Moving Customer Mete r (Cus tomer Reques t)
La te  Pena lty Payment (Pe r Month)

20.00
***

1.50%

1

2

3

4

5 IT IS  FURTHER ORDERED tha t the  a bove  ra te s  a nd cha rge s  s ha ll be  e ffe ctive  for a ll s e rvice

6 provide d on a nd a fte r Ma y 1, 2008.

7 IT IS  F URTHE R O RDE RE D tha t with in  15  da ys  o f the  e ffe c tive  da te  o f th is  O rde r,  Liv  c o

8 Wa te r Compa ny s ha ll notify its  cus tome rs  of the  ra te s  a nd cha rge s  a uthorize d he re ina bove  a nd the ir

9 e ffe ctive  da te  in a  form  a cce pta ble  to the  Commis s ion's  Utilitie s  Divis ion S ta ff

10 IT IS  F URTHER O RDERED tha t Liv  co  Wa te r Com pa ny is  he re by a u thorize d  to  borrow up

11 to  $124 ,000  from  the  Arizona  Wa te r In fra s truc tu re  F ina nce  Authority fo r a  te rm  of 20  ye a rs ,  a nd

12 upon s uch othe r te rms  a nd inte re s t ra te s  a s  the  Wa te r Infra s tructure  Fina nce  Authority ma y re quire  a t

*

* *

***

Per Commiss ion rule  (R-14-2-403.B).
Months  off sys te m time s  the  monthly minimum (RI4-2-403.D).
1.5% of unpa id monthly ba lance .

13 the  time  it a pprove s  the  loa n.

14 IT IS  FURTHER ORDERED tha t s uch fina ncing a uthority s ha ll be  e xpre s s ly continge nt upon

15 Liv co Wa te r Compa ny's  us e  of the  proce e ds  for the  purpos e s  s ta te d in the  a pplica tion a nd a pprove d

16 he re in.

17 IT IS  F UR THE R  O R DE R E D th a t  Liv  c o  W a te r C o m p a n y is  a u th o riz e d  to  e n g a g e  in  a n y

18 tra nsa ctions  a nd to e xe cute  a ny docume nts  ne ce ssa ry to e ffe ctua te  the  a uthoriza tion gra nte d he re in.

19 IT IS  FURTHER ORDERED tha t Liv  co  Wa te r Com pa ny s ha ll tile  with  Docke t Contro l,  a s  a

2 0 complia nce  ite m in this  docke t, copie s  of its  e xe cute d fina ncing docume nts  a s  s oon a s  pra ctica ble  but

2 1 no la te r tha n 120 da ys  a fte r the  e ffe ctive  da te  of this  De cis ion.

22 IT IS  F URTHE R O RDE RE D tha t a pprova l o f the  fina nc ing  s e t fo rth  he re ina bove  doe s  no t

23 cons titu te  or im ply a pprova l or d is a pprova l by the  Com m is s ion of a ny pa rticula r e xpe nditure  of the

2 4 proce e ds  de rive d the re by for purpose s  of e s ta blishing jus t a nd re a sona ble  ra te s .

25 IT IS  F URTHE R O RDE RE D tha t in  a dd ition  to  c o lle c tion  o f its  re gu la r ra te s  a nd  c ha rge s ,

2 6 Liv co Wa te r Compa ny sha ll colle ct from its  cus tome rs  a  proportiona te  sha re  of a ny privile ge , s a le s  or

2 7 us e  ta x pe r A.C.C. R14-2-409(D).

28
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CHAIRMAN COMMISSIONER

COMMISSIONER COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, 1, BRIAN c. McNEIL, Executive
Director of the Arizona Corporat ion 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 .

BRIAN c. McNEIL
EXECUTWE DIRECTOR

DIS S ENT

DIS S ENT
LAF:dap

DECISION no.1 4

l

DOCKET no. W-02121A-07-0506 ET AL.

1 IT IS  FURTHER ORDERED tha t Liv co  Wa te r Compa ny s ha ll con tinue  to  us e  the

2 deprecia tion ra tes by individual NARUC category on a  going-forward basis .

3 IT IS  FURTHER ORDERED tha t Liv co Wate r Company sha ll continue  to file  a s  pa rt of its

4 a nnua l re port, a ffida vits  with the  Utilitie s  Divis ion a tte s ting tha t it is  curre nt on pa yme nt of its

5 property taxes in Arizona .

6 IT IS FURTHER ORDERED tha t this  Decis ion sha ll become effective  immedia te ly.

7

8

9

10

1 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.



uvco WATER COP ANY

W-02121A-07-0506 and W-02121A_07_0688

Richa rd L. Sa llquis t
S ALLQUIS T & DRUMMOND
4500 S. Lakeshore  Dr., Suite  339
Tempe , AZ 85282
Attorneys  for Liv co Wate r Company

Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007
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24

25

26

27

28

Ernest Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
Phoenix, Arizona  85007
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