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Arizona Water Company (the "Company"), the applicant in this docket, tiles its

exceptions to the December 31, 2008 Staff Recommendation (the "Recornmendation") and the

corresponding proposed order. Specifically, the Company objects to Staff's form of surcharge

and its rejection of the Company's proposed partial consolidation of the Step-2 ACRM

Surcharge for the Casa Grande system and the Step-1 ACRM Surcharge for the Stanfield

system. Staff recommends that residential customers in Stanfield pay a 94.2% increase ($36.30

per month) in their average bill rather than have residential customers in Casa Grande pay an.

additional 26¢ per month Staffs recommendation conflicts with the public interest, and as

RUCO correctly concludes, consolidation under Alternative B is in the public interest. The

Company recommends adoption of either Alterative B or C, as detailed below.
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1 Full rate consolidation of Stanfield, Casa Grande and Coolidge is already the subject of

2 the Company's pending general rate application (Docket W-01445A-08-0440) and the

3 Company's proposed interim rate consolidation in this matter will not preclude the Commission

4
from reviewing this matter fully therein and adopting different rates, if it sees fit to do so .

5

6

7
Staffs recommendation also fails to demonstrate any sensitivity to the significant

8
impacts its recommendations will impose on the Stanfield customers or. to the lack of impact on

9 the Casa Grande customers.

10

11 THE COMPANY'S PROPOSAL

12

13
The Company's application, filed on August 19, 2008 included a Step-2 surcharge for

14
the Casa Grande system and a Step-1 surcharge for the Stanfield system. The Company

15

16
estimated that the Step-2 surcharge would increase the average monthly bill for a Casa Grande

17
customer by 4.3% (Company amended application, Schedule 10), without the recommended

18 consolidation. In contrast, the Company estimated that the Step-1 surcharge would increase the

19 average monthly bill for a customer in the Stanfield system by 94.2%, without the

20 recommended consolidation.

21

22
Recognizing the obvious magnitude of the difference of the proposed increases and the

23
effect on its Stanfield customers, the Company suggested reasonable alternatives. The

24

25
Company provided two alterative surcharge proposals for the Stanfield system, B and C, both

26 of which include a partial consolidation of the Stanfield and Casa Grande surcharges.

27 Alternative B would limit the Stanfield surcharge to 10.5% (for an average residential bill) and

28
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1 slightly increase theCasa Grande surcharge by 26¢ per month (Company amended application,

2 Schedule 10). Alternative C would limit the Stanfield surcharge to 25%, while increasing the

3 Casa Grande surcharge by 22¢ per month. The Commission must recognize that the

4
Company's proposed alternatives for Stanfield of 10.5% or 25% average increases are much

5
more reasonable than the 94.2% increase which Staff recommends (Staff Report, pages 3 and

6
6). Staff does not dispute and, in fact, supports the amounts requested for recovery by the

7

8
Company in its Stanfield Step-1 filing (Staff Report, page 6), so there is no dispute about the

9 costs the Company is entitled to recover.

10

11 Thus, the Company made a reasonable proposal for the implementation of the Step-2

12 Casa Grande and Stanfield Step-1 surcharges that would fairly and reasonably (and in the public

13
interest) implement ACRM surcharges under a mechanism approved by the Commission in a

14
way that would minimize the rate impacts on the Company's Stanfield and Casa Grande

15

customers.
16

17

18 ARGUMENT

19

20 Staff's recommendation for the Stanfield system is untenable. Several reasons support

21
this conclusion:

22

23
Staff does not present a single reason, and thus does not refute, the Company's

24

25
arguments supporting the reasonableness and necessity of using a partial

26
consolidation for surcharge purposes in this case. Staff simply concludes that the

27 issue will be dealt with in the Company's pending rate case. However, that

28
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1 would result in a 94.2% Step-1 increase for the Stanfield customers, followed by

2 a rate decrease once the general rate case is concluded.

3

4
2. The Staff report accepts all of the Company's schedules, confines that the

5
Company filed the supporting documents required by Decision No. 68302,

6

7
agrees that  the Company's surcharge revenue will not  result  in a  return

8
exceeding the return authorized in Decision No. 68302 and concludes that the

9 Company has adequately supported the amounts requested for the Step-2 and

10 Step-1 surcharges. Thus,  the Staff report concludes that the Company's

11 application is supportable in every respect, but then Staff arbitrarily rejects the

12 Company's reasonable proposals for the Stanfield surcharges. The Company's

13
filing fully supported its recommendations, and the Staff report confirms that.

14
Therefore, Staffs recommendation on the surcharge rates is unfounded, arbitrary

15

16
and capricious, and should be disregarded.

17

18 3. Staff underplays the significant increase it is recommending for the Stanfield

19 customers (94.2%) and the minimal impact that the Company's Alternatives B or

20 C would have on increases for the Casa Grande surcharges (26¢ per month and

21 22¢ per month, respectively). But, Staff does not dispute, and thus concedes the

22
correctness of each of the  bases for  the  Company's posit ion for  par t ia l

23
consolidat ion,  i.e . ,  that  the  Casa  Grande and  Stanfie ld  system are  now

24

25
ctionally one unit,  and that the systems' share management, personnel,

26
operations, and sources of water. Staff has thus conceded that there is no reason

27

28
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1 why the systems should not be considered to be consolidated at least for the

2 purpose of this case.

3

4
The Staff report also fails to inform the Commission that RUCO supports the

5
Company's position. RUCO performed an audit to "determine if the

6
consolidated rate increases for the Casa Grande and Stanfield systems is in the

7

8
public interest" (RUCO Audit Report, page 1, filed December 31, 2008). RUCO

9 concluded that "(t)he Casa Grande/Stanfield Consolidated ACRM fling is in the

10 public interest" (id., at page 1) and recommends that the Company's Alternative

11 B methodology be adopted by the Commission. As RUCO notes:

12

13
Alternative B reduces the rate increase to a reasonable level

14
(10.5% for a 5/8" meter) for the ratepayers of Stanfield, while burdening

15

16
the [Casa Grande] ratepayers with an insignificant raise in their monthly

17
bill (0.9% for a 5/8" meter). An additional average monthly increase in

18 rates of just $0.26 for customers of the Casa Grande system will result in

19 monthly savings of $32.24 for customers of the Stanfield system (id., at

20 page 1)-

21

22
Also, the Company would point out a technical correction to Staffs Schedule DRR-2 for

23
the Company's Stanfield system. Staff inadvertently used the tier levels established for the

24

25
Company's Casa Grande system. The final order in this matter should accurately reflect

26 StanHe1d's tier levels as approved in Decision No. 68302.

27

28
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1 CONCLUSION

2

3 The Company's proposal for the Stanfield system, as supported in part by RUCO, is

4
reasonable, and the Staff position, for which Staff gave no support, is unreasonable, and should

5
be rejected by the Commission. The Commission should accept either Company Alternative B

6
7 or C for implementing the Step-2 and Step-1 ACRM surcharges, and make appropriate

8
adjustments to Staff's proposed order.

9

10
RESPECTFULLY SUBMITTED this 9TH day of January 2009.

11

12
ARIZONA WATER COMPANY

13

14

15
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17

Robert W. Geake
Vice President and General Counsel
ARIZONA WATER COMPANY
Post Office Box 29006
Phoenix, Arizona 85038-9006
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2

An original and 13 copies of the foregoing were delivered this 9th day of
of January, 2009 to:

3

4

5

Docketing Supervisor
Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 85007

6
A copy of the foregoing was mailed this 9th day of January, 2009 to:

7

8

9

10

Norman D. James
Jay L. Shapiro
Fennemore Craig
3003 N. Central Avenue, Ste. 2600
Phoenix, AZ 85012
Attorneys for Arizona Water Company11

12

13

14

Teena Wolfe, Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 85007

15

16

17

18

Janice M. Allard, Chief Counsel
Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 85007

19

20

21

Ernest G. Johnson, Director
Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, AZ 8500722

23

24

Daniel Pozefsky, Chief Counsel
Residential Utility Consumer Office
1110 W. Washington, Suite 220
Phoenix, AZ 8500725
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1

2

3

Brett Wallace, Esq.
Casa Grande City Attorney
City of Casa Grande City Attorney's Office
510 E. Florence Blvd.
Casa Grande, AZ 85222
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Jeffrey W. Crockett
Deborah R. Scott
Snell & Wilmer
One Arizona Center
400 E. Van Buren
Phoenix, AZ 85004-2202

11

Marvin S. Cohen
Sacks Tierney, P.A.
4230 N. Drinkwater Blvd. 4th Floor
Scottsdale, AZ 85251
Attorneys for Pivotal Group, Inc.
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Joan S. Burke
Osborn Maledon, P.A.
2929 North Central Avenue, Ste. 2100
Phoenix, AZ 85012-2794
Attorneys for City of Casa Grande

16

17

18

19

20

21

22

23

24

25

26

27

28

9

10

By:

U1\ARSENIC RECOVERY\EXCEPTIONS ACRM STAFF REPORT AND ORDER_FlNAL9 JAN 09.DOC
RWGILAR I 14249 1/9/09


