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The Residential Utility Consumer Office (“RUCO”) hereby provides notice of filing
the Testimony Summary of William A. Rigsby, CRRA in the above-referenced matter.
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Arizona-American Water Company
Docket No. W-01303A-08-0227
Rate Case

SUMMARY OF THE TESTIMONY OF WILLIAM A. RIGSBY, CRRA

ON BEHALF OF THE RESIDENTIAL UTILITY CONSUMER OFFICE
The following is a summary of the significant issues set forth in both the direct
and the surrebuttal testimony of RUCO witness William A. Rigsby, CRRA, on
Arizona-American Water Company’s (“Arizona-American” or “Company)
application for a permanent rate increase for seven of the Company’s operating
districts in the state of Arizona. Mr. Rigsby is providing testimony on the cost of
capital issues associated with Arizona-American’s request for a rate increase.
The underlying theories and rationales for Mr. Rigsby's recommendations on

these issues are contained in the above referenced documents. The significant

issues associated with the case are as follows:

Weighted Cost of Capital — Mr. Rigsby is recommending that a 7.00 percent

weighted cost of capital be applied to Chaparral’s fair value rate base (“FVRB").
Mr. Rigsby’'s 7.00 percent figure is the result of his recommended capital
structure, his recommended cost of long-term debt, and his recommended cost

of common equity.

Capital Structure — Mr. Rigsby is recommending that the Commission adopt a

capital structure, based on the Company’s response to ACC Staff data request




SUMMARY OF THE TESTIMONY OF WILLIAM A. RIGSBY, CRRA (Cont.)

PMC 15.1 dated October 10, 2008, which is comprised of 55.2 percent long-term

debt and 44.8 percent common equity.

Cost of Long-Term Debt — Mr. Rigsby is recommending that the Commission

adopt a 5.46 percent cost of long-term debt. Mr. Rigsby’'s recommended 5.46
percent cost of long-term debt is the weighted cost of the Arizona-American’s
various debt issuances and is also based on the Company’s response to ACC

Staff data request PMC 15.1 dated October 10, 2008.

Cost of Common Equity — Mr. Rigsby is recommending an 8.88 percent cost of

common equity. Mr. Rigsby’s 8.88 percent figure is a mean average of the
results of his cost of common equity analysis, which used both the discounted
cash flow (“DCF”) and capital asset pricing model (“CAPM”) methodologies.
These are the two methods that RUCO and ACC Staff have consistently used for
calculating the cost of equity capital in rate case proceedings in the past, and are

the methodologies that the ACC has given the most weight to in setting allowed

" rates of returns for utilities that operate in the Arizona jurisdiction.




