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'BEFORE THE ARIZONA CORPORATION COMMISSION

KRISTI&L{mﬁﬁYES : Ar‘tzona Corporation Commnss*on

GARY PIERCE ‘ | DOCKETEDT

‘Commissioner:

Commissioner : fenn
SANDRA D. KENNEDY | DOCKETEDBY '
Commissioner |- o ﬂ@
BOB STUMP - '
Commissioner

IN THE MATTER OF THE APPLICATION DOCKET NO. W-01445A-04-0650
OF ARIZONA WATER COMPANY, AN | |

ARIZONA CORPORATION, FOR T T R e
AUTHORITY TO IMPLEMENT ARSENIC )  DECISION NO. 70702

COST RECOVERY MECHANISMS FOR ST

ITS CASA GRANDE AND STANFIELD ~

SYSTEMS IN ITS WESTERN GROUP " ORDER

Open Meeting

January 13 and 14, 2009
Phoenix, Arizona

BY THE COMMISSION:

I.  INTRODUCTION

Pursuant to Decision Nos. 68302, 270192, andi 66400, Arizona Water Company
(“Company”, “Applicant” or““AWC”) filed an application on August 18, 2008, with the Arizona
Corporation Commission (“Commission™) requéstixtg authorization to implemént Step-Two of its
Arsenic Cost Recc)very Méchanism (“ACRM”) forthe Casa Grande system, and Step-One for its
Stanfield system. ‘ ‘ k |

On September 16 2008, the Company amended 1ts application to 1nclude capital charges ‘ :

previously removed in its Casa Grande system ‘concernmg its Well 27/Lake in the Desert well site
in the amount of $505,458. The Company stated that the well went into’ service in July 2008. ,

- The monthly arsenic suréhetrge per customer was established to aid the Company in its
efforts to comply with the United States Env1ronmenta1 Protection Agency s (“EPA”) new arsemc

rnax1mum contaminant level of 10 partlcles per billion ( ppb”) Wthh went into cffect onJ anuary

peg
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23 2006 The EPA reduced the drmklng water standard for arsemc from 50 ppb to 10 ppb

effectrve ] anuary 23, 2006 e ‘ k :

IL.. Background | . s k ’ L |
| The Umted States Envrronmental Protectlon Agency (“EPA”) reduced the dnnkmg water 2

standard for arsemc from 50 parts per brlllon (“ppb”) to lO ppb effectrve J anuary 23 2006 |

On November 14, 2005 the Comm1s51on 1ssued Decrsron No 68302 regardrng a general
rate 1ncrease for its Western Group. That Comm1ss1on Dec1s1on authorized the ﬁlmg of an ACRM
for the Western Group whrch was consrstent w1th Decrsron No 66400 requrrements for the
Company’s Northern Group. i 4 | | l " , ,’ , \

On March 10, 2008 the Comm1ss1on 1ssued Decision No. 70192 Whlch authorized the“
implementation of the Company S Casa Grande system Step One ACRM ' b

The Step One surcharge added $1. 89 to the monthly customer charge for a customer with a
5/8- x ¥-inch meter and $.1558 per 1, 000 gallons to the commodity rate. The Step-One surcharge
increased the average residential customer blll by approxrmately $3 27 from $22 11 to $25.38
(14.8 percent). : | | |

On September 16, 2008 AWC ﬁled}an amended application' to implement ‘Step-Two of its
Casa Grande ACRM. This applrcatlon seeks to recover eliglble arsenic related 0&M costs and:‘ | ‘r
additional arsenic related plant in service not being recovered in the exrsting Step- One surcharge |
Casa Grande Step Two | , ‘

In its amended apphcation ﬁled September 16, 2008, the Company requests a Step- Two:
ACRM surcharge The typical biil analysrs for a 5/8” x ¥ residential customer in its Casa qrande
system 1ndlcates that the Step-Two surcharge Would increase the average customer bill us1ng 8 543 :
gallons per month by $1.09, from $25.44 to $26.53 (4.3%) as shown on Schedule DRR-3. The
monthly mmimumcharge would i mcrease by $0.59 for additional arsenic plant in service and $0.09
for twelve months of Deferred Operation and Maintenance Costs (“DO&:M”) for a total of $0.68
5 from the current monthly customer charge,_ for a S/S—inch meter of $l2.37 to $13.05. The
commodity charge increase is $0. 0394 per 'thousandi gallons for arsenic plant n service and

1180.0072 per 1,000 gallons for twelve months of DO&M for a total of $0. 0466 from §0. 1558 to:
| Decrsron No. __Z_QZ(E__ ~
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1 $O 2024. . After twelve months the DO&M*SUrcharges would be rernoved " Schedule DRR-1
2 |Ishows the ongmal rate case charges the 1ncrease for Step -One and Step- Two arsenic related
3 |/ charges and the effects of removing the DO&M costs after twelve months |

4 | Stanfield Step—One |

5 The Company s amended apphcation ﬁled September 16 2008, did not impact the
6 Stanfield request for a Step-One ACRM surcharge. The typical bill analysis for a 5/8” x %” |
- residential customer in its Stanfield system indicates that the Step-One surcharge would increase
the average customer bill using 9,162 gallons per month by $36.30, from $38.85 to $74.55 (94.2%)
8 as shown on Schedule DRR-4. The minimum monthly charge Would increase by $17.16 from
? $14.65 to $3l.81 (117.1 percent). The commodity rate per thousand gallons would increase by
10 11$2.09 on each of the three tiers. (Schedule DRR-2) ’ |
11 On December 31, 2008, RUCO filed its report on its audit of AWC’s Casa Grande Step-

12 jTwo ACRM and Stanfield’s Step-One surcharge requests. RUCO recommends adoption of the
13 ||Company’s application as filed with the Stanfield Step-One charges being limited to AWC’s 10.5-
14 percent increase option.

The Company’s application has three alternative recovery designs, two of which transfer

15
Stanfield’s ACRM Step One costs to its Casa Grande system. The Company states that:
e The Company’s two alternative proposals, which include the partial
17 : consolidation of the Step-2 ACRM surcharge for the Casa Grande system and
the Step-1 ACRM surcharge for the Stanfield system, are appropriate because
18 - the Casa Grande and Stanfield systems are functionally one unit, in terms of
19 management, operating personnel, . customer service, - operation, and

administration, and share the same regional source of water. The Company
20 | will be filing a Company-wide rate case in September 2008 in which 1t 1s
, proposing consohdatlon of Casa Grande and Stanﬁeld systems

22 Staff recommends that the cost transference from one is‘ystem to another be considered in

23 llthe current rate case setting. Staff recommends that each system be treated on a stand-alone basis
24 Jluntil the issue is resolved in the rate case currently under consideration. ‘Schedule DRR-5 shows

25 |ithe Company’s ,altemativ_e charge designs}and their customer impact on each system.. ,

5 - v r

27
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Authorizatlon for an Arsemc \,ost Recovery Mechanism (Decrsron No. 66400)

On October 14, 2003 the Comrmssron 1ssued Decxsion No. 66400 grantmg AWC the"

to file pertment schedules and 1nformatron to support 1ts ACRM charges and that AWC file a full*
rate apphcatron no later than September 30 2007 usmg a 2006 test year A Commrssmn )
Adm1n1strat1ve Law J udge 1ssued a Procedural Order on December 29 2006 rev1smg the rate ﬂhng

date to September 30, 2008 and the test year to 2007

Decision No. 66400 conditloned approva] of an ACRM surcharge on the followmg criteria:

‘1. AWC shall ﬁle the schedules to show the actual cost of construction of arsenic related
facilities and that the projected rate of return with the ACRM does not exceed
authorized levels. AWC shall also file any relevant data requested by Staff to support 1
the ACRM increase. ;

2. AWC shall ﬁle a full rate apphcatlon no later than September 30 2007 based on a
2006 test year , .

3. AWC shall identify as a separate line item on customer bills the charges attributable to
federally mandated arsenic reduction costs. At least four times annually, the bills shall
include in bold print or distinguishing ink color that the ACRM costs are the result of
federal mandates by the Umted States Envrronmental Protectlon Agency

4. AWC shall continue to monitor the availability of grants and low-cost ﬁnancing
sources for arsenic treatment fac1lit1es in order to mitigate the rate 1mpact on 1its
customers. ~

5. The ACRM schedules prov1de for the calculation of a surcharge based on financial
records and an Earnings Test Schedule that limit the ACRM surcharge revenue to an

amount that would not result in a rate of return exceeding that authorized in Decision |
66400. -

Filing Requirements Comphance

Staff does not note any deficiencies related to the Company s ACRM ﬁllngs

2 Subsequently rev1sed bya Procedural Order dated December 29, 2006, to September 30, 2008 based on a 2007 fest-|
year. . - , o ‘ ; _ ; Sl

Decision N 0. ___7_()_& t
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Staff’s Analysis
ACRM Schedules

The Company’s Casa Grande and Stanfield Districts filing includes the following
schedules: | | | | ; s
1. ‘Balance Sheet — as of December 31, 2007.

2. Income Statement — period ending December 31 ,2007.

3. Income Statement AdJustments (Earnings Test) = to conforrn to Decision No.
68302. ~

4. Rate Rev1ew a rate review filing for the Casa Grande and Stanfield Systems.

5. Arsenic Revenue Requirement — an arsenic revenue requirement calculation for

Stanfield’s Step- One and Casa Grande’s Step -Two.
6. Surcharge Calculation — a detailed surcharge calculation for each system.
7. Rate Base — a schedule showing the elements and the calculation of the rate base.

8. Construction Work In Progress (“CWIP”) Ledger — a ledger showing the
construction work in progress account.

9. Typical Bill Analysis — ACRM Step 1 — A typical bill analysis showing the effects
on residential customers at the average residential usage of at 8,843 gallons for
Casa Grande customers and 9,162 gallons for Stanfield customers. ‘

Staff concluded that the filed schedu’les conformto, the methodologies, originally required
by Decision No. 66400. |

The ACRM schedules provide fcr the calculetion of a surcharge based on financial records
and an Eamings Test Schedule that limit the ACRM surcharge revenue to an amount that would
not result in a rate of return exceeding that authorized in Decision No. 68302.
Staff’s Adjustments To Company Schedules: -

Casa Grande Step-Two :

Staff has made no adjustments to the Company schedules. Staff originally reduced arsenic"
plant in service for the Casa Grande Step-2 amounts by $79,542, which 1n turn reduced the

revenue requirement by $13 651 from $1,741 450 to $1, 7217,7199. The Company submitted ﬁles on

‘Decision No. - 70702 |
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November 22, 2008 ‘providing bioth the nussmg invoices and accounting entries‘ kTherefore;v Staff’s
recommended surcharge agrees w1th the Company s amended apphcatlon ﬁled |

Stanfield Step-One o

Staff audited all 1nvo1ces‘ and supportmg documentation ‘concernlng the Companyk :
Schedules Staff determmed that the supportmg schedules reﬂect the documentation amount |
submitted and that all schedules conformed to those requlred by Dec1s1on 66400 Staff did not
ﬁnd any mathematlcal or forrnula errors in the applicatlon o

Having considered the entire record herein and .heing fully advised in the prernises, the
Comm1ssmn finds, concludes, and orders that | | | ’

FINDINGS OF FACT

v 1. Pursuant to De0151on Nos. 66400 68302 and 70192 the Company seeks an arsenic -
cost recovery mechamsm surcharge tariff in thls proceedlng authonzmg a monthly surcharge per
customer to aid the Company in it efforts to comply with the Enwronmental Protection Agency s
(“EPA”) new arsenic maximum contaminant level of 10 particles per billion (“ppb”) which went
into effect on January 23 2006 | ’

2. Pursuant to Decision No 66400 the Company filed the requ1red schedules pI'lOI' to
the implementation of the ACRM.

3. Staff determined that all the Company’s ﬁlings reflect the correct amounts of |
ACRM plant that is considered to be used and useful, along with related adjustments to |
accumulated depreciation and depreciation expense. ‘ | |

4.‘ Staff determined that the arsenic treatment facilities related to the Step-1 and Step-2i !
ACRM surcharge requests were in service and providing water that now meets the new arsenic-
standard. | |

5. After review 'of the Company’s application and Staff’s December 31, 2008
memorandum, we agree with the Company and RUCO that it is in the public interest to approve,
the Company S Casa Grande and Stanﬁeld systems Alternative “B” ACRM as shown in Schedule k

DRR-5 in Staff’smemorandum : : ; | AT o =l

Decision No. _JP]Q}_
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C CLUSIONS OF LAW

| 1. The Company 1s a pubhc water service corporatlon w1th1n the meamng of Artlcle

XV of the Anzona Constitution and A.R. S §§ 40 250 and 40- 252

2. The Commission has Junsdlctlon over the vCompany and of the subject matter of the
application. |
3. N | ApproVal of an . arsenic - cost recovery mechanismv is ‘consistent  with the

Comm1ssmn s -authority under the Arlzona Constltutlon Anzona ratemakmg statutes and

applicable case law

4. It is in the pubhc interest te'appro;&(e the Company’s reduest for implementation of

the ACRM. | ’ |

IT IS THEREFORE ORDERED thet the 'applieation by Arizona Water Compény fer the

implementation of the Arsenic Cost Recovery Mechanism for its Casa Grande and Stanfield
systems is approved as discussed herein. ; | |

| T IS FURTHER ORDERED that the apphcatlon by Arizona Water Company for its Casa

Grande and Stanfield systems for approval of an arsenic cost recovery mechanism surcharge tariff

shall be in accerdance with Arizona Water Company’s Alternative “B” as shown in Schedule

’DRR-S,,of Staff’s December 31, 2008 memorandum.

' Deciston No. _@_’@_2___
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IT IS FdRTHER ORDERED that Arrzona Water Company shall notrfy 1ts customers of i

the arsemc cost recovery surcharge tarlff approved hereln w1th1n 30 days of the effectlve date of

th1s Dec1sron ‘

IT IS FURTHER ORDERED that Anzona Water Company ﬁle W1th the Commrssmn
Docket Control w1th1n 30 days of the effectlve date of thrs Dec131on rev1sed tarlffs con51stent w1th
th1s De01510n | | ‘

IT IS FURTHER ORDERED that thls De01s1on shall become effectlve 1mmcd1ate1y

- BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

COMMISSIONER o COMMISW‘ER /7 COMMISYIONE

~IN. WITNESS WHEREOF IBRIAN C. McNEIL, Executive

- Director ‘of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capltol in the C1ty of
‘Phoemx thls %ﬂfﬁday of r\//;‘fzu’ , 2009.

| &7 &7 ,/7///,,
BRIXKC. McNEJE
EXECUTIVE DIRECTOR

DISSENT:

DISSENT:

EGJ:DRR:Ihm\CH

" Decision No, _7929%___
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SERVICE LIST FOR Anzona W ater Company

DOCKET NO. W- 01445A-O4 0650

Mr. Daniel W. Pozefsky, Esq.
Residential Utility Consumer Office -
1110 West Washington, Suite 220
Phoenix, Arizona 85007 . -

Mr. Brent Wallace, Esq. =~
Casa Grande City Attomney

City of Casa Grande Attorney’s Office
510 East Florence Boulevard

Casa Grande, Arizona 85222

Mr. Robert W. Geake, Esq.

Vice President and General Counsel
Arizona Water Company

Post Office Box 29006

Phoenix, Arizona 85038-9006

Mr. Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Ms. Janice M. Alward ,

Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington =~
Phoenix, Arizona 85007

- Decision No.

Docket No. W-01445A-04-0650
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ARIZONA WATER COMPANY el Schedule DRR-2
DOCKET NO. W-01445A-04-0650 S e ; e

~ [STANFIELD ACRM STEP-ONE TARIFF_ |

S .- Arsenic | Step One
Decision - Step One - Minimum

MONTHLY USAGE CHARGE .. - No.68302  Surcharge Charge
5/8" X 3/4" Meter R $ 1465 $ 17.16 - $ 31.81
1-inch Meter - $ 3663 $ 4291 $ 7954
2-inch Meter _ $ 11720 '$ 137.28 $ 25448
3-inch Meter S , . $ 23440 $ 27456 $  508.96
4-inch Meter ' o e $ 36625 $ 42900 $ 79525
6-inch Meter $ 73250 $ 858.00 $ 1,590.50
« 8-inch Meter $ 1,172.00 $ 1,372.80 $ 2,544.80
10-inch Meter $ 168475 % 197340 $ 3,658.15
Gallons included in minimum : ‘ 0 0 0
: SR Arsenic Step One
Commodity Rates e Step One  Commodity
5/8" X 3/4" Meter T . Surcharge Charge
0 to 3,000 gallons : $ 20300 $ 20891 $ 41191
3,001 to 10,000 gallons $ 28900 $ 20891 % ° 49791
10,001 Gallons and over $ 36000 $. 20891 % ~ 56891
1-inch Meter , ~
0 to 67,000 Gallons $ 28900 $ 20891 % 49791
67,001 Gallons and over $ 3.6000 $ 20891 % 56891
2-inch Meter e : g
0 to 296,000 Gallons $ 28900 $ 20891 % 49791
296,001 Gallons and over . $ 36000 $ 20891 $ - 56891
3-inch Meter - :
0 to 552,000 Gallons $ 28900 $ 20891 $ 4.9791
552,001 Gallons and over $ 3.6000:-% 20891 $ 5.6891
4-inch Meter ' L o :
0to 1,195,000 _ $ 28900 $ 20891 $ 49791
1,195,001 Gallons and over $ 36000 $ 20891 % 56891
6-inch and 8-inch Meters : e
0to0 2,160,000 $ 28900-'% 20891 .% 497N
2,160,001 Gallons and over - ~$ 36000 % 20891 % 5.6891
10-inch Meter BRI ;
0 107,292,000 S , o0 $...28900 % 20891 $ 49791
7,292,001 Gallons and over o et '$ 36000 $ 20891 $ ~ 5.6891 o

70702 —==

- ACRM W-01445A-04-0650 CG Step 2 Tariff & TBA Stanfiel BE&ps107atP and T4
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ARIZONA WATER COMPANY - e - Schedule DRR-3
DOCKET NO. W-01445A-04-0650 e

" CASA GRANDE ACRM STEP-TWO
TYPICAL BILL ANALYSIS ;
RESIDENTIAL CUSTOMER 5/8" X 3/4" METER

. CASAGRANDE  CASAGRANDE  CASAGRANDE
~Gallons . Present - Proposed .~ Percent
Consumption =~ .. .- . =~ ~~-Rates .~ Rates . Increase

0 S %1237 $1305 . 55% ..
1,000 S 13583 14258 54%
2,000 © o 1468 1545 . - " B3%
3,000 g g 1584 1666 . - 52%
4,000 i . 1748 1835 - 50%
5,000 ~ 192 2004 . 48%
6,000 : S 2077 21.73 S 46%
7,000 ; ~ S 22.41 s 2341 4.5%
8,000 , : 2405 - 25.10 S 4.4%
9,000 e 25.69 L 2679 . 43%
10,000 s 2134 2848 4.2%
11,000 - o 2914 3033 4.1%
12,000 ; ~ S ..3095 ; 3219 o 40%
13,000 . 3275 3404 3.9%
14,000 A : 34.56 ‘ 35.89 o 39%
15,000 , i 36.37 - 37.74 3.8%
20,000 , : ... 4539 4701 3.6%
25,000 - ' 5442 f 5627 - 34%

©ONDO D WN

Average Residential Consumption. 8,843 . 8,843

Average Residential Bil  $25.44 - $26.53

Minimum Rate ; ’ 1237 13.05

Commodity (per M Gallon) : :
0-3,000 Gallons ‘ ' _ - 1.1558 S 1.2024
3,001 - 10,000 Gallons - ' 1.6427 1.6893
Over 10,000 Gallons ‘ 1.8058 1.8524

Gallons In Minimum ERTE | 0 .0
Gallons In 1st Block ‘ RICIE 3,000 3,000
Gallons In 2nd Block : © 10,000 , - +.10,000
Gallons In3rdBlock - 999,999 999,999
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~ ARIZONA WATER COMPANY
' DOCKET NO. W-01445A-04-0650
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STANFIELD ACRM STEP-ONE

- TYPICAL BILL ANALYSIS

A

Gallons In 3rd Block .~

ACRM W-01445A-04-0650 CG Step 2 Tariff & TBA Stanfiel StdpaciaiimaMOrBA xis

- 999,099

RESIDENTIAL CUSTOMER 5/8" X 3/4" METER

,[C]’ o

S
3,000

; STANFIELD ~ STANFIELD
Gallons ~Present Proposed
Consumption - Rates ~Rates
0 %1465 $31.81
1,000 16.68 35.93
2,000 ©18.71 40.05
3,000 20.74 4417
4,000 -23.63 49.15
5,000 26.52 5413
6,000 2941 59.10
7,000 ©32.30 64.08
8,000 35.19 69.06
9,000 -38.08 74.04
10,000 40.97 79.02
11,000 - 4457 84.71
12,000 48.17 - 90.40
13,000 51.77 96.09
14,000 55.37 101.78
15,000 58.97 107.47
20,000 . 76.97 135.91
25,000 94.97 164.36
Average Residential Consumption 9,162 8,162
Average Residential Bill '$ 38.55 $ 74.85
Minimum Rate % 1465 % 3181
Commodity (per M Gallon) Do
- 0-3,000 Galions $ 2.0300 $ 41191
3,001 - 10,000 Gallons - $ 28900 = $ 49791
Over 10,000 Gallons $ 3.6000 $ 56891 -
‘Gallons In Minimum 0
Gallons In 1st Block 3,000
Gallons In 2nd Block 10,000 10,000

999,999

D]

STANFIELD

Percent
Increase

117.1%
115.4%
114.0%
113.0%
108.0%
104.1%
101.0%
98.4%
96.3%
94.4%
92.9%
90.1%
87.7%
85.6%
83.8%
82.2%

. 76.6%

73.1%

94.2%




ARIZONA WATER COMPANY - ACRM
DOCKET NO. W-01445A-04-0650

VARIOUS PROPOSALS COMBINING CASA GRANDE & STANFIELD

~ Docket Nb. "\X/’-0144;5*A*;04:0659 =

Schedule DRR 5.

o I ——CasA GRANDE STEP-TWO |

. Alternative From To

Increase

Pecent

e ,",A"
.V|B‘n

. I;C"

'$2544 $2653 $ 1,09

$2544 $2679 $ 135‘*5‘.3%

$2544 $2675 $ 131 51%

43%

STANDFIELD STEP-ONE

Alternative

From To Increase
"All

Pecent

$3855 $7485 $363O ~

"B" $ 38.55 $ 42.761

o $3855 $48.17 $ 9.62

Casa Grande and Stanfield W-01445A-04-0650 DRR @uiseani®sods

$ 4.06

94.2%

10.5%

25.0% -




