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1 Q. Please state your name and address.

2 A. My name is Arturo Ra(11 Gabaldén, my work and mailing address is 1501 S La Canada

3 Drive, Green Valley, AZ 85622.

4

5 Q- Are you the same Mr. Gabaldén that submitted pre-filed Direct Testimony on

6 behalf of Community Water Company of Green Valley ("Conlpany")?

7 A. Yes.

8

9 Q, Are there any updates to your professional background?

10 Yes, I am now a Company representative for the Upper Santa Cruz/Providers and Users

Group. also neglected to mention that I am a Grade 1 Water Distribution OperatorI

12 certified by the Arizona Department of Environmental Quality.

13

14 1. CONSERVATION.

15 Q- Have the Company's water conservation requirements changed?

16 A. Yes, on July 9, 2009, the Company signed an agreement with the Arizona Department of

17 Water Resources ("ADWR") for transition to the Modified Non-Per Capita Conservation

18 Program ("MNPCCP").

19

20 Q. Please describe this program.

21 Per the ADWR, the MNPCCP is a performance-based program that requires the

22 Company to implement water conservation measures that result in water use efficiency in

23 their service areas.

24

A.
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1 Q. Has this changed your conservation program?

2 A. Yes, it now requires the Company to do conservation programs, including those that it

3 had been doing voluntarily. The Company has always been supportive of water

4 conservation efforts. All the items listed in my Direct Testimony have continued. We

5 have reviewed the Municipal Best Management Practices ("BMPs") for additional ideas.

6 We anticipate that there will be additional costs associated with the required conservation

7 programs and we will address these additional costs in the filature.

8

9 Q~ Has the Company adopted any new programs since your original testimony?

10 Yes. Demonstration gardens have been effective in the Green Valley community. They

11 provide an incentive to home owners by encouraging them to adopt low water-use plants.

12 To this end, in lieu of a single demonstration garden, the Company has been an advocate

13 and supportive of a community effort called "Median Green". In this program the

14 Company is supporting many such gardens throughout Green Valley. Medians owned by

15 Pima County that are located on major streets have been converted to xeroscape low

16 water-use gardens. Pima County has been supportive in allowing access to the medians,

17 businesses have funded the up-front capital costs of the projects, and volunteers are

18 maintaining the gardens. On an ongoing basis the local Fire District delivers water to the

19 cisterns in diesel medians. The Company is providing water to the local Fire District at no

20 charge in support of the Median Green program. The Company has been recognized in

21 the local paper for its donations.

22

23

24
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1 Q- Do you have other programs that you would like to promote?

2 A. Yes, the Company believes that one of die best conservation programs would be the full

3 conversion to radio-read meters.

4

5 Q. How are these radio-read meters a water conservation tool .'7

6 A. The Company has installed radio-read meters in new subdivisions. Within a few days the

7 Company was able to identify meters that have run non-stop. Customers can better

8 recognize how they consume and at what times they consume the most water through

9 the data logs that these meters provide. These meters also will help the Company identify

10 highest-use times (Le. peak demand) for customers.

11

12 Q. How does the Company plan to implement the installation of radio-read meters

13 within its service territory?

14 A, The cost to retrofit our meters for full conversion would be approximately $2.500,000.

15 The Company believes that it cannot afford to do a complete retrofit immediately under

16 the current rates. However, the Company does have an established meter change out

17 program, and through this program we have selectively replaced older meters with these

18 radio-read meters. This approach is limited and we are developing a financial plan to

19 complete the retrofit to all meters in the future.

20

21

22
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24
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1 11. PUBLIC PROCESS.

2 Q. Switching topics, how has the Company notified its member-customers about the

3 proposed rate application?

4 A. The Company has provided all Commission required written notices to its member-

5 customers, The Company has taken further efforts to best ensure its member-customers

6 are aware of this case. The Company notified its members at the Annual Meeting of

7 Members (in April 2008) that the Company would seek a rate increase in 2009. Since

8 November 2008, the Company has included current information related to this rate

9 increase request on its web page. On November 13, 2008 a special postcard notice was

10 mailed to all customers notifying them of the Company's intent to file for a rate increase

11 in December 2008. In April 2009, the Company addressed the rate increase request in

12 the Annual Report that was mailed to all of its member-customers. On April 23, 2009,

13 die Company management made a presentation on the rate case at the Annual Meeting of

14 Members. On August 4, 2009, the Company held a special meeting specifically to

15 address any comments or concerns about its rate increase request.

16

17 Q. What has been the response of the members?

18 A . The membership has understood the need for a rate increase, They understand that the

19 deficits experienced by the Company are unacceptable for the utilities long-term financial

20 security. Nobody likes to see rising costs but they Lmderstand the need. They appreciate

21 the Company's efforts to keep them informed about their water company.

22
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1 111. CONSTRUCTION WATER.

2 Q. Regarding the issue of construction water, how do you want to respond to Staffs

3 Direct Testimony?

4 A. Staff states that the Company incorrectly charged construction customers a monthly

5 minimum charge. The tariff the Company was using was the version docketed in January

6 2007. Through the discovery process, we learned that we were inadvertently using an

7 older version that was not the final-approved version of the tariff. The final approved

8 tariff was received by the Company October 2007. The Company did not realize this

9 until reviewing Staffs Direct Testimony in this case. The Company concurs with Staff

10 that based on the final approved tariff (the October 2007 version) there should not have

been a monthly minimum charge for any construction customers.

12

13 Q. What is the Company' proposed plan of action for this issue?

14 The Company proposes to work with Staff to determine the most efficient way to

15 determine how to resolve the issue. Further, the Company will verify the amount of

16 overcharge in its Rejoinder Testimony. Even so, the Company is proposing that going

17 forward it be authorized to charge a monthly minimum charge for construction

18 customers. Mr. Thomas J. Bourassa testifies a5 to why the StaH"s revenue adjustment for

19 construction water in future rates is not appropriate. In the meantime, the Company has

20 corrected its current tariff to reflect the correct tariff charge. The Company would like to

21 not refund this overcharge.

22

23

24
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1 Q- How did the Company charge for construction water, prior to its last rate case?

2 The Company's last rate change was based on test year 1985 and went into effect in

3 1987. It had been almost 20 years since the Company had applied for new rates, which it

4 did in 2005. Thus, the descriptions in the Company's rate tariff required m or revisions

5 - to update them and to make them more understandable to its member-customers. Up

6 through the conclusion of the last rate case decided in December 2006, construction water

7 sales were charged as commercial water sales dirt included a minimum monthly charge.

8 Construction customers became a separate customer class when it implemented new rates

9 in March 2007.

10

11 Q. Why does the Company believe it is appropriate that construction customers be

12 charged a monthly minimum going fonvard?

13 Minimum charges are important to the Company for several reasons. First, they provide

14 an incentive for the construction customers (i.e. developers) to return the construction

15 meters while the meters are not in use. Second, for every month, that a construction

16 customer holds a meter, the utility is required to obtain reads for each meter and to mail

17 out a regular monthly statement. Third, even at zero consumption, the Company incurs

18 costs for obtaining these reads, administering these accounts, and issuing regular billing

19 statements for an active account. Fourth, these costs must be absorbed by the other

20 ratepayers if the developers are not charged a monthly minimum, even though they still

21 hold their respective meters. Finally, the Company will very likely be required to

22 increase its investment in the number of meters to accommodate more meters out in the

23

24

A.

A.
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1 field. With no monthly minimum charge, developers would End it more economical to

2 keep the meter with zero consumption, rather than return them to the utility.

3

4 Iv. MISCELLANEOUS CHARGES.

5 Q. What changes are being proposed by the Company regarding miscellaneous charges

6 in its Rebuttal Filing?

7 A. The Company requests approval to revise the following descriptions in the tariff:

8 From:

9 Turn on/off fee/after hours'

10

1)

2) Tum On/Off Fee /Sunday /Holiday

11 To:

12 1)

13 2)

14

Call out charges (After Hours/Saturday)

Call out charges (Sunday/Holiday)

The Company believes these revisions will clarify the meaning of those charges.

15

16 Q.

17

What is the Company's response to Staff's recommendation regarding the Call Out

charge/After Hours?

18 A.

19

20

21

Staff has proposed that there be no change to the current $10 charge for an afterhours and

Saturday call out. The Company is proposing a 870 charge. Service personnel who

respond to the after hour calls cost the Company an average of $35 per hour, not

including any adjustment for overtime. The utility incurs a minimum two hours of staff

22 time. Therefore, the Company believes its proposed charge of $70 ($35 rate x 2 hours) as

23

24
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1 reasonable. A $10 charge is below actual cost and other ratepayers will be required to

2 absorb this additional payroll cost.

3

4 Q. What about Staff's recommendation regarding the Call Out charge for Sundays and

5 Holidays?

6 A. Staff proposes there be no change to the current $20 charge for an after hour's call out on

7 Sundays and Holidays. The Company is proposing a $140 charge. The Company pays a

8 minimum of two hours at double time ($'/0 per hour), for service personnel to respond to

9 a Call Out on Sundays and Holidays. Therefore, the Company considers the $140 (335

10 regular rate X 2 for double time x 2 hours) as reasonable.

11

12 Q. What is the Company's response to Staffs recommendation regarding the "Charge

13 for Moving Customer Meter (at customer request)?"

14 A. Staff has proposed that there be no change to the current $20 charge for moving a meter

15 at customer request. The Company is proposing that this function be charged for at cost.

16 The $20 charge is insufficient to cover the cost of service personnel. To move a typical

17 meter usually requires two service personnel for two hours, or approximately $140.

18

19 Q. Do you have any response to any other Staff recommendations regarding

20 Miscellaneous Charges?

2] Consistent with Staffs recommendations, the Company requests the elimination of the

22 following :

23 3) Service Charge during business hours

24

A.
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1 4) Service Charge after business hours

2

3 Does that conclude your Rebuttal Testimony?

4 Yes, it does.

5
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1 INTRODUCTION AND SUMMARY OF TESTIMONY.

Please State Your Name And Address.2

1.

Q.

3

4

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, Phoenix,

Arizona 85029.

Q. Have You Previously Submitted Direct Testimony In The Instant Case?

Yes, my Direct Testimony was submitted in support of the initial application in this docket

by Community Water Company of Green Valley ("CWCGV" or "Company").

Q» What Is The Purpose Of This Rebuttal Testimony?

5

6

7

8

9

10

11

12

A. I am providing Rebuttal Testimony in response to the Direct Testimony filing by Arizona

Corporation Commission Utilities Division Staff ("Staff") with respect to rate base,

revenues and expenses, operating margin and rate design.13

14

15

16

17

18

Q~ What Is The Revenue Increase That The Company Is Proposing In Its Rebuttal

Filing?

The Company is now proposing a total revenue requirement of $3,825,058, which

constitutes an increase in revenues of $803,315, or 26.58 percent over test year revenues.

19

20

21

Q- How Does This Compare With The Company's Direct Filing?

22

In its Direct Filing, the Company requested a total revenue requirement of $4,026,636,

which required an increase in revenues of $l,004,893, or 33.26%, So, the Company's

revenue requirement request is approximately $201 >500 less in its Rebuttal Filing from

what it requested in its Direct Filing.

23

24

25

26

27

A.

A.

A.

A.

1



Q. Why Is The Requested Revenue Increase Lower In CWGV's Rebuttal Filing?

In its Rebuttal filing, CWCGV has adopted a number of adjustments recommended by

Staff, as well as proposing a number of its own adjustments. The Company continues to

propose an operating margin of 15 percent, which is the same operating margin Staff

proposes.

HAS THE COMPANY PROPOSED RATE BASE DECREASED?

Yes. The Company's rebuttal proposed Original Cost Rate Base ("OCRB") is $7,502,l17,

a decrease of ($15,326) from the direct filing. The Company continues to propose that its

OCRB be used as its Fair Value Rate Base ('FVRB").

11.

Q.

REVENUE REQUIREMENT.

What Are The Proposed Revenue Requirements And Rate Increases For The

Company And Staff At This Stage Of The Proceeding?

Company-Direct

Staff

Company Rebuttal

The proposed revenue requirements and proposed rate increases are as follows :

Revenue Red. Revenue Inch. % Increase

$4,026,636 $1 ,004,893 33.26%

$3,798,428 $ 790,351 26.27%

$3,825,058 $ 803,315 26.58%

1

2 A.

3

4

5

6

7 Q.

8 A.

9

10

11

12

13

14

15 A.

16

17

18

19

20

21

22 A.

23

24

25

26

27

Q- Please Briefly Explain Why The Revenue Requirement Has Decreased?

The decrease of approximately $201,500 is primarily due to the Company adopting a

number of Staff adjustments. Notably, the Company has adopted Staff's proposed

adjustments to purchased power and water testing expense which together have reduced

the revenue requirement by approximately $115,000. The Company has also adjusted

depreciation expense downward by approximately $75,000. These two items comprise

approximately $ l 92,000 of the total decrease in the Company's revenue requirement

2



1

2

3

4

request. The balance of the reduction to the revenue requirement request of approximately

$ I0,000 is the result of a lower overall revenue requirement to which the operating margin

is applied (a reduction of approximately $30,000), and an increase in property taxes of

approximately $20,000.

5

6

7

Q. Does Staff Agree With The Company's Proposed 15 Percent Operating Margin?

8

9

10

Yes. The Company proposed a 15 percent operating margin in its Direct Filing. Staff

proposed the same in its Direct Testimony. The Company, in its Rebuttal Filing, maintains

its proposal for a 15 percent operating margin.

11

12 Q.

111. RATE BASE.

Would You Please Identify The Parties' Respective Rate Base Recommendations?

1 3

1 4

1 5

1 6

A.

17

The rate bases proposed by all parties in the case are as follows:

OCRB FVRB

$7,517,443 $7,517,443

$6,636,141 $6,636,141

$7,502,117 $7,502,117

Company-Direct

Staff

Company Rebuttal

18

19

20 Q.

a. Plant-in-Service.

Would You Please Discuss The Compally's Proposed Original Cost Rate Base, And

Identify The Adjustments You Have Accepted From Staff?21

22 The Company's rebuttal rate base adjustments to OCRB are shown on my rebuttal

schedules, at Schedule B-2, pages 3. Rebuttal Schedule B-2, page 1, shows the rebuttal

OCRB. These schedules are attached to my Rebuttal Testimony. The Company adopts

Staffs proposal to capitalize expense test year expenses totaling $22,903. The Company

also proposes an adjustment to accumulated depreciation based on its computation.

23

24

25

26

27

A.

3



Please Identify The Company's Rebuttal Rate Base Adjustments.

Adjustment A of rebuttal rate base adjustment number 1, as shown on B-2, page 3,

increases Well and Springs (Account 307) by $10,903 and Laboratory Equipment

(Account 344) by $12,000 for capitalized test year expenses. The Company agrees with

Staff on this adjustment.

There are no other proposed adjustments to plant-in-service. Staff and the Company

materially agree to the plant-in-service balance. The Company proposes a balance of

37,798,936 while Staff proposes a balance of $37,798,939 - a $3 difference. This

difference appears to be a small error on behalf of Staff. Staffs schedules reflect that the

Company's Direct Filing adjusted test year balance was $37,776,039 (See Staff Schedule

PMC-2, Column A). In fact, this balance was $37,776,036 in the Company's Direct Filing,

(See CCWGV Schedule B-1, page 1).

b. Accumulated Depreciation

Please Explain The Company's Accumulated Depreciation Adjustments.

Adjustment A of rebuttal rate base adjustment number 2, as shown on B-2, page 4,

increases accumulated depreciation for Well and Springs (Account 307) by $182 and

Laboratory Equipment (Account 344) by $600 for capitalized test year expenses.

1 Q .

2 A.

3

4

5

6

7

8

9

10

11

12

13

14

15

16 Q.

17 A .

18

19

20

21

22

23

24

25

26

27

Adjustment B of rebuttal rate base adjustment number 2, as shown on B-2, page 4, reflects

the adj ustments to accumulated depreciation to reconcile the book balances of accumulated

depreciation to the recomputed amounts as detailed 011 Schedule B-2, pages 3.1 to 3.4.

The net increase in accumulated depreciation proposed by the Company from adjustments

A and B is $38,229.

4



1

2

3

4

5

6

7

8

9

10

11

12

Staff proposes an adjustment to accumulated depreciation of $366,657 based on its

computation of accumulated depreciation. However, the Company finds at least two errors

in Staff' s computation. First, Staff incorrectly used the depreciation rates approved for the

Company in its last rate case - Decision No. 69205 (December 21, 2006) - from the end of

the last test year (December 31, 2004) forward through the end of the test year in this case

(December 31, 2007), This is incorrect. Staff should have continued to use the previously

authorized depreciation rates (2.49 percent composite for all plant except for the following

Accounts: 340- Office Furniture and Equipment, 340.1 - Computer Equipment, 341 -

Transportation Equipment, and 345.1 - Power Operated Equipment .--. Backhoe) through

the date of the last decision. Then, from the date of the last decision to the end of the test

year in this case, Staff should have used the authorized depreciation rates authorized in

Decision No. 69205. To do otherwise would be adjusting rates retroactively.

13

1 4

1 5

Second, Staff did not include in its computations the depreciation expense on retirements .

Using half year convention, it is assumed that all retirements occur mid-year. Thus a half-

year of depreciation expense should be included in the computations.1 6

1 7

1 8

1 9 Q,

c. Contributions-in-aid of Construction ("CIAC").

Please Continue With The Parties' Respective Rate Base Recommendations?

20

21

22

The Company disagrees with Staff' s proposal to include CIAC related to construction

work-in-progress ("CWIP") of in rate base. Since the plant cost for CWIP is not in rate

base, neither should the related CIAC. To include CIAC in rate base without the

corresponding plant cost will create a mismatch between rate base, revenues and expenses.23

24

25

2 6

2 7

A.

5



1 Q- Please Respond To Staff's Testimony On The Reason(s) CIAC Should Be Included In

2

3

Rate Base.

4

5

6

7

Staff asserts that the basis for including CIAC is that the Company has use of funds (or

plant) contributed or advanced by others, regardless of how the funds or the plant is used

allowing investors to commit fewer funds for utility purposes, Aside from the fact that

CWCGV is a non-profit, member owned utility, Staffs adjustment creates a mismatch

between rate base, revenues and expenses - and Staff's justification is not a valid basis for

creating this mismatch. This is true - even for a for-profit entity - let alone a non-profit

member-owned cooperative like CWCGV.

8

9

1 0

11

12

13

14

15

16

17

18

19

20

21

CIAC in rate base should be revenue neutral. This is a fundamental tenet of ratemaking.

That is, the utility does not am a return on or of CIAC-funded plant. Assume for

example, $100 of plant in rate base is funded with $100 of CIAC. Rate base is zero ($l00

of plant less $100 of CIAC). A rate of return is applied to zero rate base is zero (i. e. no

return on the plant investment). By including CIAC without the corresponding plant cost,

however, CIAC is no longer revenue neutral. Using the example above, rate base becomes

a negative $100 if the matching plant cost is not in rate base ($0 of plant less $100 of

CIAC). A rate of return is applied to negative rate base is negative - a negative return on

the plant investment. Staff' s adjustment includes the CIAC for the plant cost for CWIP, but

the plant cost for CWIP is not in rate base. Therefore Staff' s adjustment is not revenue

neutral - and Staff s adjustment leads to a mismatch.

2 2

23

24

Q. How Are Revenues And Expenses Impacted By Exclusion Of Plant And Inclusion Of

25

26

27

CIAC?

Normally, depreciation expense on CIAC-funded plant is offset by corresponding

amortization of CIAC. This results in a net zero impact on expenses and no return of the

plant investment. If CIAC is included but not the plant, depreciation on plant will be zero

A.

A.

6



1

2

and amortization of CIAC will be positive resulting in a net decrease in expense and an

understatement of the revenue requirement.

3

4 Using the example above and assuming a 5-percent depreciation rate:

If $100 of plant is in rate base, then there would be depreciation of $5 ($l00 times 5

percent); and $100 of CIAC in rate base would have amortization of $(5) ($100 times 5

•5

6

7

8

9

percent). The result would be a net to zero in expenses.

If $0 of plant is in rate base and CIAC is $100, then depreciation would be $0, but

amortization will be $(5). This would result in a net $(5) less depreciation in expenses.

Ultimately expenses and the revenue requirement will be understated by $5.10

11

12 Q. Is the exclusion of the CIAC from rate base for plant found not to be used or useful

and excluded from rate base any different?13

14

15

No. And based on positions taken by Staff in the past, if the Company had proposed to

include the CWIP in rate base as used and useful plant-in-service along with the

corresponding CIAC and Staff determined that the plant was unsupported, not used or

useful and/or had excess capacity, Staff would have removed both the plant and CIAC

from rate base in order to provide a proper matching between rate base, revenues and

16

17

18

19

20

expenses.

21

22

Q, Can You Provide Recent Examples Of Where Staff Has Removed Or Is Proposing To

Remove Both The Plant And CIAC Associated With That Plant From Rate Base?

23

24

25

26

27

Yes. In the Far West Water and Sewer Company ("FWWS"), Decision No. 69335,

(February 20, 2007), plant was excluded from FLEWS's rate base because FWWS did not

provide adequate support. Staff recommended, and FWWS agreed, to remove of the plant

cost from rate base as well as a corresponding CIAC. See Surrebuttal Testimony of

Crystal S. Brown in Docket WS-03478A-_5-0801 at 5. In the pending Johnson Utilities

7

I

I

A.

A.



l

2

3

rate case (Docket WS-02987A-08-0180), Staff has removed associated advances-in-aid of

construction ("AIAC") and CIAC from rate base for plant found by Staff to be not used or

useful and/or determined to have excess capacity. See Surrebuttal Testimony of Jeffery M.

Michlik in Docket WS-02987A-08-0180 at 4.4

5

6

7

8

9

Q_ If Staff Includes CIAC In Rate Base, But Excludes The CWIP From Rate Base, What

Will Happen In The Future To Expenses?

When the CWIP plant is place into service, it will cause depreciation expense to increase.

Amortization of CIAC will remain the same. So, net depreciation expense will increase.

10

11

12

13

14

If the CIAC and CWIP plant are properly matched by either including both CIAC and the

plant, or alternatively excluding both CIAC and the in rate base, the Company's

depreciation expense will not change. This is consistent with the rate malting principle that

CIAC funded-plant should be revenue neutral. Clearly, there is a mismatch if only one-

side of the ratemaldng treatment is adopted .15

16

17 Iv.

18

19

20

Q.

INCOME STATEMENT.

a. Rebuttal Revenue and Expense Adjustments.

Please Discuss The Company's Proposed Adjustments To Revenues And Expenses

And Identify Any Adjustments You Have Accepted From Staff.

21

22

23

The Company rebuttal adjustments are detailed on Rebuttal Schedule C-2, pages 1-10.

The rebuttal income statement with adjustments is shown on Rebuttal Schedule C-1, pages

1-5.

24

25

26

27

In rebuttal adjustment number one, the depreciation expense is annualized, reflecting the

plant-in-service adjustments discussed above. Depreciation expense has decreased from

the Company's direct filing primarily due to a revision to the CIAC amortization rate. The

A.

A.

8



1

2

3

4

5

6

Company's proposed depreciation expense is now $914,676 - approximately $75,000 less

than in its Direct Filing. Staff proposes a depreciation expense of $893,291 which is

$21,379 lower than the Company's proposed depreciation expense. The reason for this

difference is in the amount of amortization of CIAC, which is due to a difference in the

gross balance of CIAC. Both the Company and Staff propose a 3.9763-percent composite

rate for computing depreciation in this case.

7

8

9

Q- What Is The Balance Of Coca Used To Determine Amortization?

10

11

The Company's proposed gross CIAC balance (adjusted for CIAC funding CWIP) of

$l4,578,352. The Staff' s proposed gross CIAC balance (including CIAC funding CWIP)

is $15,115,903 - a $537,551 difference. This difference times the composite rate of 3.9763

percent is the $21,379.12

13

14 Q. Please Continue With Your Discussion Of The Income Statement Adjustments.

15

16

17

18

19

20

21

The Company accepts Staff' s method of computing property taxes. This is the same

method that the Commission has consistently used in past cases. This method includes two

years of adjusted revenues plus one year of proposed revenues. Using this methodology, I

computed the property taxes based on the Company's proposed revenues, and then used

the property tax rate that was used in the direct filing. Rebuttal adjustment number 2

reflects a revision to the property tax rate, the CWIP component of the formula, and the

assessment ratio in order to match Staff' s computation. The difference between Staff and

the Colnpany's proposed property tax is the result of differences in each of the parties

adjusted and proposed revenues.

22

23

24

25

26

27

Adjustment number 3 reduces purchased power. The Company is in agreement with Staff

to reduce purchased power by $95,000 due to an adjustment with Tucson Electric Power

Company ("TEP") for the test year.

A.

A.

9



1

2 Adjustment number 4 adopts Staff s proposed adjustment to water testing expense. The

adjustment includes adjustment to remove capital expenses of $22,903 and to increase

water testing by $2,159 to reflect the annualized level of water testing expense.

3

4

5

Q, Is There Any Other Revenue Or Expense Adjustment The Company Proposes In Its

Rebuttal Filing?

6

7

8 No.

9

10

11 Q-

b. Miscellaneous Revenue and Expense Issues.

Please Identify Any Other Disagreements With Staff Regarding Revenues And

12

13

Expenses.

14

15

16

17

18

19

20

21

22

The Company disagrees with Staffs proposed revenue adjustment for $13,665. However,

the Company's disagreement with Staff on the revenue adjustment is independent of the

issue about whether the Company should have been charging construction customers a

monthly minimum charge based on rates in effect from January 1, 2007. Arturo Gabaldon

addresses that issue in his Rebuttal Testimony. Rather, the Company's disagreement with

Staff is based on the Company's proposed rate design to charge construction customers a

monthly minimum charge going forward. Staff is not proposing a monthly minimum for

construction meters in this case, whereas the Company is. If the Commission determines

that a monthly minimum is not appropriate for construction meters, then Staff' s adjustment

would be appropriate. I will discuss later the Company's reasons for including a monthly

minimum on construction meters.23

24

25

26

27

A.

A.

10



1 v. RATE DESIGN.

a. Company-Proposed rates.

What Are The Company's Rebuttal Proposed Rates?

The monthly charges at proposed rates are listed below.

All Classes
Meter
Size

Monthly
Minimum

Gallons included
in Monthly Minimum

5/8 Inch $ 13.21

% Inch $ 13.21

1 Inch $ 24.02

I 1 /2 Inch $ 39.63

2 Inch $ 66.06

3 Inch $ 105.09

4 Inch $ 396.33

6 Inch $ 661 .55

8 Inch $1,080.90

The commodity charges and tiers by meter size are:

0

0

0

0

0

0

0

0

0

R¢siden_t.ia.1(Res.), Commercial(Com.), and Commercial/Residential (Res./Com.)

Meter
Size

Charge
per 1,000 gallons

5/8 and 3/4 (Res.)

5/8 and 3/4 (Com.,Res./Com.)

2

3

4

5 A.

6

7

8

9

10

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Q.

1 (Res.,Com.,Res./Com.)

Tier (gallons)

1 to 3,000

3,001 to 9,000

Over 10,000

1 to 10,000

Over 10,000

1 to 24,000

Over 24,000

11

$ 1.54

$ 2.45

$ 3.00

S 2.45

s 3.00

$ 2.45

$3.00



1 1 % (Res.,Com.)

2

3 2 (Res.,Com.,Res./Com.)

4

5

6

3 (Res.,Com.)

7

8

9

4 (Res.,Com.)

6 (Res.,Com.)

10

11

12

8 (Res.,Com.)

1 to 50,000

Over 50,000

1 to 100,000

Over 100,000

1 to 180,000

Over 180,000

1 to 380,000

Over 380,000

1 to 800,000

Over 800,000

1 to 1,250,000

Over 1,250,000

$ 2.45

$ 3.00

s 2.45

$ 3.00

s 2,45

$ 3.00

s 2.45

$ 3.00

$ 2.45

$ 3.00

$ 2.45

$ 3.00

1 3

1 4

1 5

1 6

Cone_t;uction

A11 Meter Sizes All gallons $3.00

Q. How Does The C0n1pa11y's Proposed Rate Design Differ From Staff's?

17

18

19

20

21

22

23

24

25

26

27

Both the Company and Staff rate designs are inverted tier designs. Both designs include

three tiers for the 5/8-inch and %-inch meters residential meters and two tiers for 5/8-inch

and %-inch commercial as well as l-inch and larger meters. The break over points for the

5/8-inch and 8A~inch residential meters are the same under the Colnpany's design and

Staff' s design at 3,000 gallons and 10,000 gallons. Where the two designs depart is in the

break over points for the 5/8-inch and %~inch commercial and for the 1-inch and larger

meters. The Company's break over points for these meter sizes and classes are scaled on

the flows of a 5/8-inch meter and are the same break over points as under the Company's

present rate design. This break-over-point design follows the scaling of the monthly

minimums. It is unclear how Staff determined its break over points, but generally, Staff' s

break over points are lower than the Company's for each meter size .

A.

12



1

2

3

4

5

6

7

The differential between the commodity rates also vary between the Staff and the

Company rate designs. The differential between the first and second tier commodity rate

for the %-inch and smaller residential meters as proposed by the Company is $0.91

whereas Staffs proposes a differential of $120. The differential between the second and

third tier commodity rates for the %-inch and smaller residential meters as proposed by the

Company is $0.55 whereas Staff' s proposes a differential of $0.92.

8

9

10

11

Q- What Are The Commodity Rate Differentials Under The Present Rate Design?

12

13

Under the present rate design Me differential between the first and second tier commodity

rate for the %-inch and smaller residential meters is $0.57. The differential between the

second and third tier commodity rates for die %-inch and smaller residential meters is

$0.38.

14 Q. What Impact Does Staff's Rate Design Do The Revenue Received From The Various

Classes Of Customers Compared To The Company's Design?15

16 Generally, revenue recovery is shifted away from the smaller residential meters (5/8-inch

and %-inch) to the larger metered customers in a far greater way under Staffs rate design

than the Company's rate design. And, generally, revenue recover is shifted away from the

residential class as a whole to the other customer classes in a far greater way under Staff" s

rate design than the Company's rate design

Q- Please Explain.

17

18

19

20

21

22

23

24

25

26

27

A. As a class, the residential customers provide about 82.0 percent of metered revenues under

present rates while all other classes provide about 18.0 percent of metered revenues.

Under Staffs proposed rate design, the residential class would provide about 80.0 percent

of metered revenues while all other classes would provide about 20.0 percent of revenues.

The revenue shift is 2 percent.

A.

A.

13



l

2

3

4

5

Further, the largest revenue shift is for the 5/8-inch metered residential class (the largest

customer class). Under present rates, approximately 71 .4 percent of metered revenues are

provided by the 5/8-inch metered residential class. Under Staff' s proposed rate design, the

5/8-inch metered residential class would provide approximately 68.8 percent of metered

revenues - a reduction of 2.6 percent.

6

7

8

9

10

11

Q. Doesn't The Company's Rate Design Also Shift Revenues Away From The

Residential Class To All Other Classes Of Customers?

12

13

14

Yes, but to a far lesser extent. Under Company's proposed rate design, the metered

residential class would provide about 81 .5 percent of metered revenues while all other

classes would provide about 18.5 percent of metered revenues. That is only about a

revenue shift of % percent from the Company's present rate design - in which the

residential class provides about 82 percent of metered revenues.

Q- What About The 5/8-Inch Residential Class?

Under the Company's proposed rate design, the 5/8-inch metered residential class would

provide approximately 70.6 percent of metered revenues. When compared to the 71 .4

percent under the Company's present rate design, this is a more gradual reduction of 0.8

15

16

17

18

19

20

percent.

21 Q. The Revenue Shift Under Staff's Proposed Rate Design Does Not Appear To That

Significant. How Do You Respond?22

23

24

25

26

It would appear so on the surface. But considering that the residential class is providing 82

percent of the total revenues and the total metered revenues under Staff' s proposed rates

are about $3.77 million, the revenue shift is about $75,400 ($3.77 million times 2 percent).

That $75,000 is then shifted to far fewer customers. On average, the other classes will pay

27

A.

A.

A.

14



1

2

an additional $150 annually for their water as a result of the revenue shift under Staff' s

proposed rate design.

3

4 Q- Please Continue.

5

6

7

8

9

10

11

12

In my experience, larger metered customers generally pay more than their cost of service

and smaller metered residential customers pay less than their cost of service. In the prior

CWCGV case, the cost of service study prepared by the Company demonstrated that the

larger meters were paying more than their cost of service under Staffs design (which was

the design adopted in the last case). In other words, the smaller residential customers are

already being subsidized by the larger meters. While neither Staff nor the Company

prepared a cost of service study in the instant case, it is more than likely that a further shift

of revenue recovery from customers on small meters to those on the larger meters will

result in greater subsidization of the smaller residential customers .13

14

15

16

17

18

19

20

21

22

Q. Why Does The Company Propose To Include A Monthly Minimum For Construction

23

24

25

26

27

Meters?

Just because construction water is subject to a single commodity rate for all gallons (and at

the top rate of $3.00 per the Company's proposal) does not warrant no monthly minimum

charge for construction customers. There are instances where construction water meters

have no monthly use. Yet, the Company must still read the meter and spend administrative

time tracking the meter. By charging a monthly minimum, construction meter customers

will be encouraged to return the meter when it is no longer being used. This will make the

meter available to others rather than the Company having to purchase another meter to

serve the customers who need construction water. Mr. Gabaldon also discusses this issue

in his Rebuttal Testimony.

A.

A.

15



1 Q. What is the impact of the company's rebuttal proposed rates on an average 5/8 inch

metered residential customer?2

3

4

5

6

The present monthly bill for a 5/8-inch metered residential customer using an average of

4,896 gallons is $18.20. The proposed monthly bill for a 5/8-inch metered residential

customer using an average of 4,896 gallons is $22.48 -- an increase of $4.28 or 23.49

percent over the present rates.

7

8

9

10

Q-

b. Miscellaneous Charges

Is The Company Proposing Any Changes To Miscellaneous Charges And Meter And

Service Line Installation Charges?

11 Yes. The Company is proposing the deposit interest be reduced to :Z percent instead of the

cun'ent 6 percent rate. The Company believes a 6 percent rate is too high given the low

interest rates currently provided by banks on certificates of deposits ("CD") and money

markets.

12

13

14

15

16

17

18

19

20

Q- What Are Current CD Rates?

The current annual yield on a 5 year CD's is 2.66 percent (Wall Street Journal, September

3, 2009). The current annual yield on a 6-month CD is 0.36 percent (Federal Reserve,

September 1, 2009. Finally, the current annual yield on the money market is 1.16 percent

(Wall Street Journal, September 3, 2009).

Q. Are These Low Interest Rates Expected To Continue?

21

22

23

24

25

26

Yes. Interest rates on CD's and money markets have been low for several years and are

expected to continue for the foreseeable future .

27

A.

A.

A.

A.
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1

2

Q. Please Continue.

3

4

5

6

The Company is also proposing that charge for credit card and/or debt card payments

include a minimum charge instead of simply cost up to 6 percent on bill paid. The

proposed charge would be cost up to 6 percent of the bill paid, but no less than $1.35.

Q. Are There Any Disputes Between Staff And The Company On The Company

Proposed Miscellaneous Charges And Meter And Service Line Installation Charges?7

8

9

10

11

12

13

Yes. Staff proposes no change to the Establishment Fee, Recormection Fee (delinquent),

Reconnection Fees (delinquent and after hours), NFS Check Charge, Tum On/Off Fee -

After Hours, Tum On/Off Fee - Sunday!Ho1iday, After Hours Service Charge, and Meter

Test Charge, whereas the Company proposes increases to these charges. The Company's

proposed changes reflect the higher present underlying cost of providing these services, as

compared to what those costs had been in the past.

14

15

16

Staff is proposing no change to the Charge for Moving Customer Meter at Customer

Request whereas the Company is proposing a change from $20 to Cost.

17

18

19

20

Finally, the Company proposes to rename the Turn On/Off Fee to Call Out Charge. Mr.

Gabaldon discusses this in his Rebuttal Testimony.

21 Q. Has The Company Accounted For The Additional Revenues From Its Proposed

Increases In The Various Miscellaneous Charges Discussed Above?

Yes. See Rebuttal Schedule H-3, page 3.1.

22

23

24

25

26

27

Q. Are There Any Other Changes To Miscellaneous Charges?

One tonal change the Company proposes is to the meter installation charge for the 5/8-inch

meter. See Rebuttal Schedule H-3, page 4. The Company has determined that its meter

A.

A.

A.

A.

17



1 cost is currently $238 rather than the $155 the Company initially proposed. The higher

cost reflects the differential between a standard 5/8 inch meter and a radio-read 5/8 inch

meter.

Q. Does That Conclude Your Rebuttal Testimony?

2

3

4

5

6 A.

7

8

9

10

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Yes.

18



Community Water Company of Green Valley
Test Year Ended December 31, 2007

Computation of increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rebuttal Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 7,502,117

Adjusted Operating Income (229,556)

Current Rate of Return -3.06%

Required Operating Income (Operating Margin 15% I 5 573,759

Required Rate of Return on Fair Value Rate Base N/A

Operating Income Deficiency s 803,315

Gross Revenue Conversion Factor 1.0000

Increase in GrossRevenue
Requirement $ 803,315

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

3,021.743
803,315

3,825,058
2B_58%

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Customer
Classification
(Residential Comrnerciai, Irriqationi
518 Inch Meter
3/4 Inch Meter
1 Inch Meter
15 Inch Meter
2 Inch Meter
3 Inch Meter
1 Inch Bulk Water
3 Inch Bulk Water
6 Inch BuI.*< Water
Fire Sprinklers

$ 2,125,295
15,425

319,751
88,663

348,058
11,381

203
36,247
3.765
8,145

$ 2,6481084
181800

414,309
115,855
455,997
14,545

243
43,513
4,521
8.145

$ 521 ,789
3.376

94,558
27,193

107,939
3,165

41
7,266

756

24.54%
21.89%
29.57%
30.67%
31 .01 %
27.81%
20.08%
20.05%
20.09%
D,0D%

s 2,957,930 $ 3,724,013 $ 766,082 25.90%

78,313
4.439

82,752

27,822 55.10%
0.00%

50.55%$

50,491
4,439

54,930 $ s 27,822

$ 14,519 $ 18,183 3,664 25.24%

Subtotal
Other Revenues
Misc Service Revermues
Fire Hydrarlts
Subtotal
Revenue Annualizations
Revenue Annualization - Rates
Misc Revenue Annualizations

Service Charges (Est. Fees, etc.)
Service Charges (Other Fees)

Subtotal
Subtotal
H-1 Bill Count Difference to C-1
Total

$
$

$
$

$
$

0.00%
0.00%

25.24%
26.35%

-101 .95°/o
26.58%$

14,519
3,027,380

(5,637)
3,021,743 $

18,183
3,824,948

110
3.825,058 s

3,664
797,568

5,747
803,315

Line
HQ*
1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
t8
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
CB
49
50
51
52
53
54
55
56
57
58

SUPPORTING SCHEDULESz
Rebuttal B-1
Rebuttal C-1
Rebuttal C-3
Rebuttal H-1



Community Water Company of Green Valley
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Rebuttal Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

s 37,798,939
7,125,902

s 37,798,939
7,125,902

Net Utility Plant in Service 5 30,673,037 s 30,873,037

9,877,466 9,677,466

Less:
Advances in Aid of
Construction

Contributkans in Aid of
Construction - Net d amortization

Meter and Service Lina Advances
Deferred income Taxes & Credits
Investment tax Credits

13,493,454 13,493,454

Plus:
Prepayments
Materials and Supplies
Defe ITem Assets
Allowance for Working Capital

TotalRate Base $ 7,502,117 s 7,502,117

Line

M L
1
2
3
4
5
8
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULE_S_:
Rebuttal B-2
Rebuttal B-3
Rebuttal B-5



Community Water Company of Green Valley
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Rebuttal Schedule B-2
Page 1
Witness: Bourassa

Line

Direct
Adj used
End of

Test Year

Rebuttal
Adjusted
End of

Test YearAdjustments
Gross Utility

Plant in Service $ 37,775,036 22,903 $ 37,798,939

Less :
Accumulated
Depreciation 7,087,673 38,229 7,125,902

Net Utility Plant
in Service $ 30,888,363 s (15,326) s 30,673,037

No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16

Less :
Advances in Aid of
Construction 9,677,466 9,877,466

Contributions in Aid of
Construction - Net 14,578,352 14,578,352

Accumulated Amortization of CEAC (1 ,084v898) (1 ,0B4,898)

Meter and Service Line Advances
Deferred Income Taxes
Investment Tax Credits

Plus:
Unamortized Finance

Charges
Deferred Tax Assets

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Working Capital

Total $ 7,517,443 (15,s26) s 7,502,117

36
37
38
39
40
41
42
43
44
45
46
47
48

SUPPORTiNG SCHEDULES3
Rebuttal B-2, page 2

RECAP SCHEDULES:
Rebuttal B-1
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Community Water Company of Green Valley
Test Year Ended December 31, 2007

Computation of Working Capital

Exhibit
Rebuttal Schedule B~5
Page 1
Witness; Bourassa

Line

* M
1
2
3

$ 242,565
10,204

4

Cash Working Capital (1l8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1124 of Pumping Power)
Purchased Water (1/24 of Purchased Water)

Total Working Capital Allowance $ 252,770

Working Capita! Requested $

5
6
7
8
9
10
11
12
13
to
15
16
17

SUPPORTING SCHEDULES:
Rebuttal C~1, page 1

RECAP SCH EDULES2
Rebuttal B-1



Community Water Company of Green Valley
Test Year Ended December 31 , ZDD7

Income Statement

Exhibit
Rebuttal Schedule C-1
Page 1
Witness: Bourassa

Adjusted
Test Year

Book
Results Adiustment

Rebuttal
Adjusted
Results

Proposed
Rate

Increase

Rebuttal
Adjusted
with Rate
Increase

Revenu s
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ s $ $ 775,493 $

$

2,922,680
48,572
50,491

3,021 ,743 $ $

2,922v680
48,572
50,491

3,021,743 $
27,822

803,315 $

3,698,173
48,572
78,313

3,825,058

$ 923,207 $ 923,207 $ 923,207

(95,000)

(20,744)

(75,163)

339,905
21,432

118,681
8,091

34,557
32,903
2,532

116,285
21 .90o

139,981
33,333

441 ,287
989,839

67,097
131,630 19,565

244,905
21,432

118,681
a,091

34,557
12,159
2,532

116,265
21 ,900

139,981
33,33

441 ,287
914,875
67,097

151 ,195

244,905
21,432

118,581
8,091

34,557
12,159
2,532

115,265
21,900

139,981
33.333

441,287
914,676
87,097

151,195

$
$

3,422,647
(400,898)

s
s

(171,341) s
171,341 s

3,251 ,300
(229,556)

$
$ 803,315

s
$

3,251,300
573,759

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - health and Life
Reg, Commission Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income {loss)
Interest Expense
Other Expense

73,844
16,718

(187,293)

73,844
18,718

(187,293)

73,844
16,71 a

(187,293)

Total Other Income (Expense)
Net Profit (Loss)

s
s

(96,731)
(497,629)

$
$ 171,341

$
$

196,736 $
(326,2B7} s 803,315

$
$

(96,731 )
477,028

Line
No

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
LB
17
LB
19
2D
21
22
23
24
25
2B
27
28
29
30
31
32
33
34
35
35
37
38

SUPPORTING SCH EDULES:
Rebuttal C-1, page 2

RECAP $QHEDU LES:
Rebuttal A-1
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Community Water Company ofGreen Valley
Test Year Ended December 31. 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Rebutia! Schedule C-2
Page 3
Witness: Bourassa

Adjusted Revenues in year ended 12131/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues

$ 3,021,743
3,021,743
3,825,058

Average of three year's of revenue
Average of three year's of revenue, times 2

$
$

3,289,515
6,579,030

$ 53,755
Add:
Construction Work in Progess at 10%
Deduct:
book Value of Transportation Equipment 135,681

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 6.443.369
21 ,0%

1,353,107
11.0507%

Property Tax
Tax on Parcels

149,528
1,667

s 151,195
131,530
19,555

Total Property Tax at Proposed Rates
Property Taxes in the test year
Change in Property Taxes $

Line

' & _
1 Prooertv Taxes:
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Adjustment to Revenues andlor Expenses $ 19,565



Community Water Company of Green Valley
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 3

Exhibit
Rebuttal Schedule C-2
Page 4
Witness: Bourassa

Purchased Power

Remove Purchased Power per Staff Adj. #2 s (95,000)

-

Increase (decrease) in Purchased Power $ (95,DDO]

Adjustment to Revenues and/or Expenses $ (95,000)

L i n e
N o .

1
2
3
4
5
6
7
B
9

1 0
11
1 2

1 3
1 4
1 5
1 8
1 7
1 8
1 9
2 0

REFERENCES
Staff Adj. #2 Schedule PMC-10



Community Water Company of Green Valley
Test Year Ended December 31,2007

ADJUSTMENTS TO REVENUES AND/OR EXPENSES
Adjustment Numbers

Exhibit
Rebuttal Schedule C-2
Page 5
Witness: Bourassa

Water Testing Expense

Water Testing Expense Adjustment per Staff Adj.#3 $ (20,744)

Increase (decrease)in Water Testing Expense s (20,744)

Adjustment to Revenues and!or Expenses s (201744)

Line

M
1
2
3
4
5
6
7
8
g

10
11
12

13
14
15
15
17
18
19
20
21
22
23
24

REFERENCES
Staff Adj. #3 Schedule PMC-11



Community Water Company of Green Valley
Test Year Ended December 31, 2007

Computation of Gross Revenue Conversion Factor

Exhibit
Rebuttal Schedule C-3
Page 1
Witness: Bourassa

Line

M g
1

Percentage
of

Incremental
Gross

BgvenuesDescription
Federal income Taxes 0.00%

State income Taxes 0 _00%

Other Taxes and Expenses 0.00%

Total Tax Percentage 0.00%

Operating Income % : 100% - Tax Percentage 100.00%

Gross Revenue Conversion Factor1
Operating Income % 1,0000

2
3
4
5
6
7
8
9
10
11
12
13
14
to
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP scHEDuLEs:
Rebuttal A~1



Community Water Company of Green Valley
Test Year EndedDecember 31, 2007

Revenue Summary
With Annualized Revenues to Year End Number of Customers

Exhibit
Reburial Schedule H-1
Page 1
Witness: Bourassa

Percent
Change

Percent
of

Present
Water

Revenues

Percent
of

Proposed
Water

Revenues
Meter
Size Class

5/8 Inch Residenliai
3/4 ind Residentiai
1 Inch Residential
1 Inch Residential (Dist, 11)

1.5 Inch Resideniia!
1.5 Inch Residenliaf (Dist. 11)
2 Inch Residential
2 inch Residential (Dist. 11)
3 inch Residential

Subtotal

s $ $ 24.48%
21.89%
28.74%
30.43%
28.18%
30.43%
31.37%
28.47%
28.18"/o
25.10%

69.49%
0.51%
5.34%
1.33%
0.09%
1.16%
1.74%
G.05%
8.24%

79.94%

68.33%
0.49%
5.43%
1.37%
0.89%
1.19%
1.81%
0.05%
0.24%

79.00%

Present
Revenues

2,099,765
15,425

161,303
40,055
2,727

34,953
52,506

1,559
7,1 DO

2,415,499 s

Proposed
Revenues

2,613,783
18,800

207,658
52,242
3,495

45,588
69,109
2,003
9,110

3,021 ,787 $

Dollar
Change

514,01B
3,376

46,354
12, 187

768
10,635
16,503

444
_ 2,003
606,289

5/8 Inch Commercial
5/8 Inch Commercial (Dist. 11)
1 Inch Commercial

1.5 Inch Commercial
2 Inch Commercial
3 Inch Commercial

Subtotal

$

$ 13,937
735

67,967
24,726

195,000
4,274

307,640

s 17,987 $
978

BB,497
32,327

256,878
5,436

402,102

4,050
242

20,530
7,601

80,877
1,162

94,462

29.05%
32.92%
30.21%
30.74%
3106%
27.19%
30.71%

0.46%
0.o2%
2.25%
0.82%
6.49%
0.14%

10.18%

0.47%
0.03%
2.31 %
0.85%
5.72%
0.14%

10.51 %

1 Inch
2 Inch

Commercia1/Residentiai
Commercial/Residentiai
Subtotal

4,136
17,211
21,347

$

s

5,417
22,347
27,764

$

5

1,281
5.136
6.417

30.98%
29.84%
30.06%

0.14%
0.57%
0.71%

0.14%
0.58%
0.73%

1 Inch
3 Each
6 inch

Construction
Construction
Construclioru
Subtoiai

s

$

s $ s 41
7,266

756
8,063

20.08%
20.05%
20 .09%
20 .050/,

0.01%
1.20%
0.12%
1.33%

D.O1%
1.14%
D.12%
1.26%

203
36,247
3,765

40.214 8

243
43,513

4.521
48,277 s

S1
SO

Fire Sprinkler
Fire Sprinkler
Subtotal

$

$ $ $ 0.00%
0.00%
0.00%

0.22%
0.05%
0.27%

0_17%
0.04%
0.21%s

35

6.e90
1 ,455
8,145 $

6,590
1,455
8,145 $

2,566
1,583

$ 3-3B7
2,056

821
4-83

5/B Inch Residential Irrigation
1 Inch Residential Irrigation

1.5 Inch Residentiai Irrigation
1.5 Inch Residential Irrigation (Dist. 11)
2 Inch Residential Irrigation
2 Inch Residential Irrigation (Dist. 11)

Subtotal

20,248 26,806 6,559

32.00%
30.48%
0.00%

32.39%
0.00%

31 .18%
3153%

0.08%
0.05%
0.00%
0.67%
0.00%
1.10%
1.91 %

0.09%
0.05%
0.00%
070%
0.00%
1.14%
1.9B%

33,223
57,619 s

43,583
75,B42 $

10,360
18,223

5/8 Inch Commercial/Residential Irrigation
1 Inch Commercial Residential Irrigation

Subtotal

$

$

$

s

496
1 ,354
1 ,850

$

$

630
1.757
2,387

s

$

134
402
536

215.99%
29.72%
28.99%

0.02%
0.04%
0.05%

0.02%
0.05%
0.06%

5/8 Inch Commercial Irrigation
1 Inch Commercial Irrigation
1 inch Commercial Irrigation (Dist. 11)

1.5 Inch Commercial Irrigation
2 Inch Commercial irrigation

Subtotal

$ $ 2,524
13,237

83
1,629

14,619
32,092

28,59%
30.77°/a
24.37%
27.11%
30.80%
3D.39%

0.29%
1.42%
D.G1%
0.20%
1.57%
3.50%

0.38%
1.47%
D.D1 %
0.20%
1.62%
3.60%$

8,796
43,012

340
5,010

47,458
105.615 $

11 ,320
56,249

423
7.639

62,077
137,708 $

Line

1
2
3
4
5
5
7
B
9

10
'I 1
12
13
14
15
16
17
18
19
TO
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
5a
51
52
53
54
55
56

Total Revenue before Anrsualization $ 2,957,930 $ 3,724,013 .s 765.082 25.90% 97.89% 97.36%



Community Water Company of Green Valley
Test YearEnded December 31, 2007

Revenue Summary
with Annualized Revenues to Year End Number of Customers

Exhibit
Rebuttal Schedule H-1
Page 2
Witness: Bourassa

Percent
Chance

Percent
of

Present
Water

Revenues

Percent
of

Proposed
Water

Revenues
Present

RQV€l'IUB§
$ 21 ,403

13
585

s

Revenue Annualization
Proposed Dollar
Revenues Change

251431 5,028
16 3

751 155

s

(56)

(204)

(71)

(287)

(15)

(53)

23.49%
20.65%
28.17%
0.00%

26.09%
0.00%

30.70%
0.00%
0.00%

23.54%

0.71%
0.000%
0.019%
0.000%

-0.002%
0.000%

-0.007%
0.000%
0.000%
0.72%

059%
0,000%
0.020%
0.000%

-0.002%
0.000%

-0007%
0.000%
0.000%
0.70%$ 21,745 $ 26,861 5.119

$ 114 $

$

145  $ 32 27.62%
0.00%

29.33%
30.16%
30.42%
26.68%
30.23%

0.00%
0.000%
4.01%
0.05%
~0.08%
-0.01%
-0.04%

o.00%
0.000%
-on %
0.05%

-D.0B%
-D.01 %
-0.04%$

$

(274)
1,397

(2,280)
(160)

(1 ,2033 s

(355)
1,818

(2,973)
(203)

(1 ,567) $

(to)
421

(893)
(43)

(364 )

1 inch
2 Inch

Commercial/Residential
Commercial/Residential
Subtotal

$ $ 0.00%
0.00%
0.00%

0.00%
0.00%
000%

DOD%
0.00%
000%s

1 Inch
3 Inch
6 Inch

$ 8 0  $
(3,971 )
(3,761)
(7,652) $

96 $
(4,767)
(4,517)
(9,188) $

16
(796)

.{75B)
(1,535)

20.10%
20.04%
20.09%
20.06%

0.00%
-0.13%
-042%
-0.25%

0.00%
_0.12%
-0.12%
-0.24%

SI
SO

Fire Sprinkler
Fire Sprinkler
Subtotal

's
$ 150

(15)
135

$ 0.00%
0.00%
0.00%

0.00%
0.00%
0.00%

0.00%
G,00%
0.00%$ s

5/B Inch Residential Irrigation
1 Inch Residential IrTigatiGn

1_5 Inch Residential Irrigation
1.5 Inch Residential Irrigation (Dist. 11)
2 Inch Residential Irrigation
2 Inch Residential Irrigation (Dist. 11)

Subtotal

$

150 $
(15)
135  $

s $ 0.90%
0.00%
0.00%
G.00%
0.00%
0.00%
0.00%

0.00%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%

0.00%
0.000%
0.000%
0.000%
0.000%
0.000%
0.000%$ $ s

5fB Inch Commercial/Residential Irrigation
1 Inch Commercial Residential irrigation

Subtotal

s $ s 0.00%
0.00%
0.00%

0.00%
0.00%
0.00%

0,00°/,
0.00%
0.00%$ s s

s 197
275

s 253
356

$ 55
BI

28.15%
29.35%
0.00%
0.00%

30.02%
29.65%

0.01%
0.009%
0.000%
0.000%
0.034%
0.050%

5/8 inch Commercial Irrigation
1 Inch Commercial irrigation
1 inch Commercial irrigation (Dist. 11)

1.5 Inch Commercial Irrigation
2 Inch Commercial Irrigation

Subtotal
1,025

5 1,493 $
1,333
1,942 $

308
444

0.01%
0.009%
0.000%
0.000%
0.035%
0.051%

Total Revenue Annualization s 15,1815 $ 25.24% 0.48% 0.48%

Total Revenues with Annualization

14,b'\9 8

$ 2,9/2,455 s 8»,/42,186 $

3,664

fee, /as 25.90% 98.37% 97.83%

Misc. Service Revenues (H-3,;:age 3.1 )
Fire Hydrants
Unreconciled Difference to C-1

50,491
4,439
(5,637)

78,313
4,439

110

55,10%
0.00%

-101 .95%

1.671%
0.147%

-0.187%

2_047%
0.116%
0.003%

Line Meter
I Size Class

1 5/B Inch Residential
2 3/4 Inch Residential
3 1 Inch Residential
4 1 Inch Residential (Dist. 11)
5 1.5 inch Residential
6 1,5 inch Residential (Dist. 11)
T 2 Inch Residential
8 2 Inch Residential (Dist. 11]
9 3 Inch Residential
10 Subtotal
11
12 5/8 lndl Commercial
13 5/8 inch Commercial (Dist, 11)
14 1 Inch Commercial
15 1.5 Inch Commercial
18 2 Inch Commercial
17 3 Inch Commercial
'IS Subtotal
19
20
21
22
23
24 Construction
25 Construction
26 Construction
27 Subtotal
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
CB
49
50
51
52
53
54
55
56
57
58
59
GO
61
62

Total Revenues s 3,528,14 3  $ .5,8Zb,UbB 5

27,822

5,747

BUL1,31b 25.58°/o 100.00% 1UU.lJlJ"/o



Community Water Company of Green Valley
Test Year Ended Deoember 31 . 2007
Analysis of Revenue by Detailed Class

Exhibit
Rebuttal Schedule H~2
Page 1
Witness: Bourassa

Line

8.4 Meter Size and Class

la)
Average

N umber of
Customers

at
12/3112007

Average
Consumption

9.302
89

284
53

3
27
21
1
a

9,783

4.898
2,422

14,372
22,474
22,095
39,650
77,348
41,167
59,889

s

Revenues
Present
Rates
2,099,755

15,425
161 ,303

40,055
2,727

34,953
52,606
1,559
7,107

$

Proposed
Rates
2,813,783

18,500
207.558

52,242
3,495

45,588
59,109

2,003
9_110

$

Proposed Increase
Dollar Percent

Amount Amount
514,018

3,376
46,354
12,1B7

768
10,635
16,503

444
2,003

24.4-8%
21 .B9°/a
28.74%
30.43%
28.15%
30.43%
31 .37%
28.47%
28.18%

7,966
24,584
19,115
38,604
70,837
45,855

5 13,937
735

67,967
24,726

196.000
4,274

$ 17,987
978

as,487
32,327

256,878
5,438

$ 4,050
242

20,530
7,501

80,877
1 ,162

29.08%
32.92%
3021 %
30.74%
31.96%
27.19%

lL

44
1

97
19
84
2

247

Commercial/Resiciential
Commercial/Residential
Subtotal

5
9

to

24,720
55,330

$ 4,136
17,211

as 5,417
22,347

s 1 ,281
5.136

30.98%
29.84%

Construction
Construction
Construction
Subtotal

1
15
1

17

1 ,813
43,074
30,750

$ 203
35,247

3.765

$ 243
43,513

4,521

$ 41
7.266

20.08%
20.05%

Fire Sprinkler
Fire Sprinkler
Subtotal

56
8

S4

$ 6,690
1,455

s 6,599
1 ,455

0.90%
0.00%

4
2

21 ,157
24,292

$ 2.566
1,583

$ 3,387
2,os6

5 821
483

10 68,919 20,248 26,805 6,559

32.00%
30.48%
0.00%

32.39%
0.00%

31 _18%13
29

83,145 33,223 43,583 10,360

2
2
4

5.188
191271

$ 496
1.354

s 630
1 ,757

$ 134
402

26.99%
29.72%

29
57
1
8

22
118

7,045
21,264

4.584
15,746
65,598

$ 8,796
43,012

340
8.010

47,45a

$ 11,320
56,249

423
7,539

62,077

$ 2,524
13,237

83
1,629

14,519

28.69%
30.77%
24.37%
27.11%
30.80%

1 5/8 Inch Residential
2 314 Inch Residential
3 1 Inch Residential
4 1 inch Residential (Dist. 11)
5 1.5 Inch Residential
6 1.5 inch Residential (Dist. 11)
7 2 Inch Residential
8 2 Inch Residential (Dist 11)
9 3 Inch Residential
10 Subiolal
11
12 5/B Inch Commercial
13 5/B Inch Commercial (Dist. 11)
14 1 inch Commercial
15 1.5 inch Commercial
18 2 Inch Commercial
17 3 inch Commercial
18 Subtotal
19
20 1 Inch
21 2 Inch
22
23
24 1 inch
25 3 inch
26 6 inch
27
28
2 9  S I
30 S2
31
32
33 5/8 Inch Residential Irrigation
34 1 Inch Residential Irrigation
35 1.5 Inch Residential Irrigation
36 1.5 inch Residential irrigation (Dist. ti)
37 2 Inch Residential Irrigation
38 2 Inch Residential Irrigation (Dist. 11 )
39 Subtotal
40
41 518 Inch Commercial Residential Irrigation
42 1 inch Commercial/Residential Irrigation
43 Subtotal
44
45 5/8 Inch Commercial Irrigation
48 1 inch Commercial Irrigation
47 1 Inch Commercial lITigation (Dist. 11)
48 1.5 Inch Commercial Irrigation
49 2 Inch Commercial Irrigation
50 Subtotal
51
52

53
54 (a) Average number of customers of less than one (1 ), indicates that less than 12 bills were issued during the year.

Totals 10,274



Community Water Company of Green Valley
Test Year Ended December 31, 2007

Analysis of Average Bill by Detailed Class

Exhibit
Rebuttal Schedule H-2
Page 2
Witnesst Bourassa

Line

.Use

(al
Average

N umber of
Customers

at
12f31 l'2007

Present
Rates

Proposed Increase
Dollar Percent

Amount Amount
5/8 Inch
314 Inch
1 inch
1 inch
t.5 Inch
1.5 inch
2 Inch
2 Inch
3 Inch

Meter Size and Class
Residential
Residential
Residential
Residential (Dist 11)
Residential
Residential (Dist. 11)
Residential
Residential (Dist. 11)
Residential
Subtotal

9.302
89

284
53

3
27
21

1
3

9,783

4_898
2,422

14,372
22,174
22,095
39,650
77,346
41,187
59,889

$

Average Bill
Proposed

Rates
18.20 22.48
14.03 16.94
46.15 59.23
60.36 7B.35
73.21 93.76

105.16 138.77
195.77 255.56
129,92 166.92
196.50 251 .82

$ $ 4.28
2.91

13.07
17.99
20.55
31 ,61
59.79
37.00
55.32

23.49%
20.76%
28.33%
29.81 %
28.07%
30,05%
30.54%
28.47%
28.15%

5/8 Inch
5:8 Inch
1 Inch
1_5 Inch
2 Inch
3 Inch

Commercial
Commercial (Dist. 11)
Commercial
Commercial
Commercial
Commercial
Subtotal

44
1

QT
19
84
2

247

7,966
24.584
19.115
383504
70,537
45,558

$ 25.50
51.25
5439

103.25
183.92
170.96

s 32.73
81.46
70.85

134.21
239.81
217,44

s 7.23
20.18
16.05
30.95
55.69
4G.48

28.35%
32.92%
29.32%
29.97%
30.28%
27.19%

1 inch
2 Inch

Commercial/Residential
Commercial/Residential
Subtotal

5
9

14

24,720
55,330

s 6s.27
155.70

$ 84.98
201.62

$ 19.72
45.92

30,21 %
29.49%

1 inch
3 Inch
6 Inch

Bulk
Bulk
Bulk
suborns

1
15

1
17

1 ,813
43,074
30,750

s 24.53
195.19
626_B8

$ 29.46
234,31
752.B0

s 4.93
39.13

125,93

20.08%
20.05%
20.09%

S I
SO

Fire Sprinkler
Fire Sprinkler
subtotal

CB
8

GO

$ 10.00
15.00

$ 1o.0o
15.00

0.00%
0.00%

4
2

21,157
24,292

s $ s5/B inch
1 inch
1.5 Inch
1.5 Inch
2 Inch
2 Inch

'EO 6B_91B

52.83
54.32
3300

165.62
55.00

206,32

68.45
83.70
39.63

218_89
88.06

2B9.77

16,42
19.37

S.B3
53.26
11.06
83.44

3155%
30.12%
20.09%
32.16%
20.11%
30.75%

Residential Irrigation
Residential Irrigation
Residential Irrigation
Residantlal Irrigation (Dist. 11)
Residential Irrigation
Residential Irrigation (Dist. 11)
Subtotal

13
29

83,145

5/8 Inch
'1 Inch

Comrr\erciaVRasidenlial Irrigation
CommerciallResiden!ia! Irrigation
Subtotal

2
2
4

5,1a8
19,271

s 20.44
55.07

$ 25.92
71.23

$ 5 4 8
1616

26.80%
29.34%

5/8 Inch
1 Inch
1 Inch
1.5 Inch
2 Inch

Commercial Irrigation
Commercial Irrigation
Commercial Irrigation (Dist. 11)
Commercial Irrigation
Commercial Irrigation
submlal

29
57
1
8

22
116

7.945
21 ,264
4,584

15,746
65,598

$ 23.82
58.70
28.34
61 .66

174.39

s 30.47
76.12
35.25
78.21

226.78

$ 6.65
17.42
6.91

18.55
52.39

27.91 %
29.67%
24.37%
26.84%
30 .04%

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

53
54

Totals 10,274

fa) Average number of customers of less than one (1), indicates that less than 12 bills were issued during the year.

Average

Col]§gm
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Community Water Company of Green Valley
Changes in Representative Rate Schedules

Test Year Ended December 31, 2007

Exhibit
Rebuttal Schedule H- 3
Page 3
Witness: Bourassa

Present
Rates

$ 25,00
$ 35.00
$ 25.00
$ 35.00
$ 10.00
$ 20.00
see Turn On/Off
see Turn On/off

S 20,00

(a)
(a)

Proposed
Rates

$ 35.00
$ 35.00
$ 70.00
SO 70.00

See Call out
See Call out

$ 70,00
s 140.00
$ 35.00

(a)
(3)

$
$
$
s
$
$
$
$
$
$
$
s

135.00
215.00
255.00
465.00
965.00

1590.00
1 ,470.00
2,265.00
2,350.00
3,245.00
4,545.00
6,280.00

s
s
$
$
$
$
$
$
s
$
$
$

238.00
255.00
315.00
525.00

1,045.00
1,890.00
1,670.00
2,545.00
1,737.00
3,645.00
3,755.00
6,920.00

s

$

Cost
Cost
Cost

5.00%

(b)
(b)

25,00 $
150%

10.00 s
NT

Cost
Cost
Cost

2.00%

(b)
(b)

30.00
1.50%

25.00
Cost

Line
Other Service Charges

1 Establishment
2 Establishment (After Hours)(d)
3 Reconnection (Delinquent)
4 Reconnection (Delinquent and After Hours)(d)
5 Tum Or\lOff Fee/ After Hours
6 Turn On/Off Fee! Sunday Holiday
7 Call out charge - After HourslSaturday
8 Call out charge - SundayilHoliday
9 Meter Test (if meter reading correctly)

10 Deposit Requirement (Residential)
11 Deposit Requirement (None Residential Meter)
12 Hydrant Meter Deposit
13 5/8 inch Meter
14 3/4 Inch Meter
15 1 Inch Meter
16 1 1/2 Inch Meter
17 2 Inch Turbine Meter
18 2 Inch Compound Meter
19 3 Inch Turbine Meter
20 3 Inch Compound Meter
21 4 Inch Turbine Meter
22 4 Inch Compound Meter
23 6 Inch Turbine Meter
24 6 Inch Compound Meter
25 8 Inch Meter
26 to Inch Meter
27 12 Inch Meter
28 Deposit Interest
29 Re-Establishment (With-in 12 Months)
30 Re-Establishment (With-in 12 Months & After Hours)(c)
at NSF Check
32 Deferred Payment, Per Month
33 Meter Re-Read
34 Charge for replacing meter, at customer request
35 Charge of Moving Customer Meter -
35 Customer Requested per Rule R14-2-405B
37 After hours service charge, per Rule R14-2-403D
38 Late Charge per month
39 Meter Tampering Charge
40 Meter Box "Cut Lock" Charge
41 Payment via DebiUCredit Card.
42
43
44 41 * PER COMMISSION RULES (R14-2-403.B)
45  ( a) Residential - two times the average bill, Non-residential - two and one half times the average bill.
46
47 (b) Minimum charge times number of months disconnected.
48
49 (c) Plus applicable Service Charge.
50
51
52
53 IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY wiLL COLLECT FROM
54 iTs CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
55 TAX. PER COMMISSION RULE (14-2-409.D 5).
56 ALL ADVANCES AND/OR conTRleuTlons ARE TO INCLUDE LABOR, MATERIALS, ovERHEAd:>s,
57 AND ALL APPLICABLE TAXES.
58
59

35
$

20.00
10.00

1.50%
Cost
Cost
Cost

S
Cost

70.00
1 .50%
Cost
Cost
Cost
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Community Water Company of Green Valley
Test Year Ended December 31, 2007

Service Charges
Meter and Service Line Charges

Exhibit
Schedule H-3
Page 4
Witness: Bourassa

Proposed
Service

Line
Charge

$ $ 445.00
445.00
495.00
550_00
830.00
830.00

1 ,045.00
1 ,155.00
1 ,49D.D0
1 ,ETUDO
2,210.00
2,330.00

Total
Proposed
Charge

$ 883.00
700.00
81 D_00

1,075.00
1,875,00
2,720.00
2,715.00
3,710.00
3,227.00
5,315.00
5,978.00
9,250.00

At Cost
At Cost
At Cost

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 inch
2 Inch / Turbine
2 Inch / Compound
3 Inch /Turbine
3 Inch /Compound
4 Inch /Turbine
4 Inch /Compound
6 Inch /Turbine
S Inch /Compound
8 Inch
10 Inch
12 Inch

Present
Service

Line
Charge

$ 385.00
385.00
435.00
470.00
630.00
630.00
805.00
845.00

1,170.00
1,230.00
1,730.00
1 ,7`/0.00
At Cost
Al Cost
At Cost

Present
Meter
Install-
ation

Charge
135.00
215.00
255.00
465.00
965.00

1 ,690.00
1,470.00
2,285.00
2,350.00
3,245.00
4,545.00
6,280.00
At Cost
At Cost
At Cost

Total
Present
Charge

$ 520.00
600.00
690.00
935.00

1,595.00
2,320.00
2,275.00
3,110.00
3,520.00
4,475.00
6,275.00
8,050.00
At Cost
At Cost
At Cost

At Cost
At Cost
At Cost

Proposed
Meter
install-
ation

Charlene
$ 238.00

255.00
315.00
525.00

1,045.00
1,890.00
1 .B70.00
2,545.00
1,737_00
3,845.00
3,766.00
8,920.00

At Cost
At Cost
At Cost

Line

T
1
2
3
4
5
6
7
8
9
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Plus cost of water line crossing a paved road.


