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IN THE MATTER OF THE APPLICATION
OF ARIZONA-AMERICAN WATER
COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE CURRENT
FAIR VALUE OF ITS UTILITY PLANT
AND PROPERTY AND FOR INCREASES
IN ITS RATES AND CHARGES BASED
THEREON FOR UTILITY SERVICE BY
ITS ANTHEM WATER DISTRICT AND
ITS SUN CITY WATER DISTRICT.

DOCKET NO. W-01303A-09-0343

IN THE MATTER OF THE APPLICATION
OF ARIZONA-AMERICAN WATER
COMPANY, AN ARIZONA
CORPORATION, FOR A

DOCKET NO. SW-01303A-09-0343

DETERMINATION OF THE CURRENT ANTHEM COMMUNITY
FAIR VALUE OF ITS UTILITY PLANT COUNCIL’S MOTION TO
AND PROPERTY AND FOR INCREASES EXCLUDE ISSUE FROM
IN ITS RATES AND CHARGES BASED HEARING

THEREON FOR UTILITY SERVICE BY

ITS ANTHEM/AGUA FRIA

WASTEWATER DISTRICT AND ITS SUN

WASTEWATER DISTRICT, ITS SUN CITY
CITY WEST WASTEWATER DISTRICT.

Anthem Community Council (the “Council”) hereby moves for an order excluding
the City of Phoenix (the “City”) rate matters enumerated below (collectively, the “Phoenix
Issue™) from being considered by the Commission during this phase of the above-docketed
proceedings, and precluding the parties to this docket from proffering any argument or
evidence (including without limitation any documents or direct or cross-examination
testimony) on the same, so that City test year billing activity and the wastewater rates
established by Decision No. 72047, dated January 6, 2011 (the “Order”), will remain
unchanged until a future Arizona-American Water Company (the “Company”) rate case.

The Phoenix Issue is beyond the scope of this phasé of the above-docketed proceedings
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which the Commission intended to limit to the potential deconsolidation of the

Anthem/Agua Fria Wastewater District.

L. INTRODUCTION

In the Order, the Commission ordered this docket to remain open “for the sole
purpose of considering the design and implementation of stand-alone revenue requirements
and rate designs” for the Anthem and Agua Fria wastewater districts. To comply with the
Order, on April 1, 2011 the Company filed a compliance application (the “Compliance
Application”) setting forth the revenue requirements and rate designs for the stand-alone
Anthem Wastewater District and stand-alone Agua Fria Wastewater District. While the
Company did properly calculate the rate base and revenue requirements for both systems,
the Company improperly allocated a portion of revenues within the Anthem system by
shifting revenue into the Anthem residential class from the other water users (“OWU”)
class in order to lower rates for the City.

By way of background, the Company and the City are parties to the Anthem
Wholesale Water/Wastewater Service Agreement, dated September 22, 2000 (the “Phoenix
Interconnect Agreement”), which governs the provision of water and wastewater services
to an area of Phoenix west of Interstate 17. In 2011 the City informed the Company that it
wanted its wastewater billings to be based upon the actual wastewater flows at the
wastewater flume rather than upon the amount of water delivered. In the Compliance
Application, the Company adjusted its billing data to reduce the test year activity and
proposed to assess a commodity charge on the lower volume. In order to recover the
resulting revenue shortfall, the Company proposed revenue increases to Anthem’s
residential and commercial customers.

On June 23, 2011 the City sought leave to intervene in this docket in order to correct
errors in the wholesale water rates proposed in the Compliance Application and to request a

cost of service study as required by the Phoenix Interconnect Agreement prior to the
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adoption and implementation of stand-alone revenue requirements and rate designs for the
proposed Anthem Wastewater District. According to the Surrebuttal Testimony of Denise
M. Olson on behalf of the City filed on October 10, 2011, there are numerous unresolved
rate issues that without a cost of service study may result in the unfair allocation of revenue
sources.

Staff, Anthem, the Residential Utility Consumer Office and the Verrado Community
Association, Inc. have each concluded that ratemaking changes to the wholesale contract

with the City are outside the scope of the current case.

II. THE PHOENIX ISSUE SHOULD BE EXCLUDED FROM THIS PHASE OF
THE PROCEEDINGS. |

A. THE PHOENIX ISSUE IS OUTSIDE THE 2008 TEST YEAR.

The Company’s proposed revenue increases to Anthem’s residential and commercial
customers due to the 2011 renegotiation of the Phoenix Interconnect Agreement is outside
the 2008 test year and should not be considered in this deconsolidation matter. It would be
wrong for the Commission to alter its customer class revenue requirements for Anthem in
order to address a transaction that occurred three years after the end of the test year in this
case. Accordingly, the recent changes to the wholesale treatment rate charged to the City
should be excluded from this phase of the proceedings and dealt with in the next rate case

along with the many other changes that have taken place since 2008.

B. THE PHOENIX ISSUE IS OUTSIDE OF THE SCOPE OF THIS PHASE
OF THE PROCEEDINGS.

The purpose of this phase of the proceedings is to disaggregate the wastewater plant
values for the Anthem and Agua Fria wastewater systems, respectively, without changing
the overall Anthem/Agua Fria wastewater revenue the Company has been authorized to

recover and the expense and rate base findings of the Commission in Decision No. 72047.

801838




O 00 N N W AW N

NN N NN N N NN e e ek e e e e e e
o ~I O W BOWO N = S O 6 N N W R W -k

If the Phoenix Issue is considered in this phase of the proceedings, it will greatly expand
this matter and transform this phase into a forum for resolving a contract dispute which has
no ratemaking relevance at this time. The issues raised by the City include, but are not
limited to, the following: )

1. It is likely that the City was not given fair notice of, or a reasonable
opportunity to address ratemaking issues. Employees of the City have proffered testimony
to the effect that the Company did not provide notice of the proposed rate increase as
required by law. As aresult, the City has not been afforded the opportunity to address
issues related to the proposed rate changes.

2. Pursuant to the Phoenix Interconnect Agreement, the Company is
required to support a request for a change in the rates charged to the City with a cost of
service study in order to determine the actual costs that the Company pays or incurs for the
services it specifically provides to the City. A cost of service study has not been performed
by the Company.

3. There are unresolved issues related to the measurement of the test year
volume of wastewater, the quality or strength of the wastewater, and the assignment of the
City to the commercial rate category.

These and other issues related to the Phoenix Interconnect Agreement are improper
subjects of this phase and cannot be efficiently encompassed within the framework of the

abbreviated deconsolidation proceeding established by the Commission.

III. CONCLUSION

Due to thel fact that the Phoenix Issue is a post test year issue and because the
Commission has expressly limited scope of this deconsolidation matter, the Phoenix Issue
should be excluded from consideration at this time. The City wastewater billing data
should remain unchanged in order to reflect test year results and no wastewater rate

changes due to the 2011 renegotiation of the Phoenix Interconnect Agreement should be
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considered during this phase of the proceedings.

DATED this 20th day of October 2011.

Respectfully submitted,

By: /A ,B,M,,Z__,_ﬁ

udith M. Dworkin

Attorneys for Anthem Community Council
Judith M. Dworkin

Roxann S. Gallagher

Sacks Tierney PA

4250 N. Drinkwater Blvd., 4th Floor
Scottsdale, Arizona 85251-3693

and

Lawrence V. Robertson, Jr.
P.O. Box 1448
Tubac, Arizona 85646-1448

ORIGINAL AND THIRTEEN (13) COPIES
of the foregoing Hand-Delivered
for FILING this 20th day of October, 2011 to:

Docket Control

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

and COPY of the foregoing mailed or e-mailed
this 20th day of October, 2011, to:

Teena Jibilian, Administrative Law Judge
Hearing Division o
Arizona Corporation Commission

801338




O 0 9 N Bt B W N =

NN N N NN N D N = e e e e e e e e e
o0 ~1 O Wwm A WD = O O X NN R WO

1200 W. Washington Street
Phoenix, AZ 85007

Daniel Pozefsky
DPozefsky@azruco.gov

RUCO

1110 W. Washington St., Suite 220
Phoenix, AZ 85007

Janice M. Alward, Chief Counsel
JAlward@azcc. %o_v
sq.

Maureen Scott,
MScott@azcc.gov

Legal Division

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007-2927

Steve Olea, Director
SOlea@azcc.gov

Utilities Division

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Lyn Farmer

Lfarmer@azcc.gov

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Michael Patten, Esq.
mpatten@rdp-law.com
Roshka DeWulf & Patten PLC
400 E Van Buren Suite 800
Phoenix, AZ 85004-2262

Greg Patterson, Esq.
gpatterson3@cox.net
916 W. Adams, Suite 3
Phoenix, AZ 85007
Attorneys for WUAA

Bradley J. Herrema, Esq.
BHerrema@bhfs.com

Brownstein Hyatt Farber Schreck, LLP

21 E. Carrillo Street

Santa Barbara, CA 93101

Attorneys for Anthem Golf and Country Club

Norman D. James, Esq.
njames@fclaw.com
Jay L. Shapiro, Esq.
jshapiro@fclaw.com
Patrick Black, Esq.
pblack@fclaw.com
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Fennemore Craig

3003 N. Central Avenue, Suite 2600
Phoenix, AZ 85012

Attorneys for DMB White Tank, LLC

Joan S. Burke, Esq.

joan(@jsburkelaw.com

Law Office of Joan S. Burke

1650 N. First Avenue

Phoenix, AZ 85003

Attorneys for Mashie, LL.C, dba Corte Bella Golf Club

Dan Neidlinger
dneid@cox.net

Neidlinger & Associates, Ltd.
3020 N. 17th Drive

Phoenix, AZ 85012

Frederick G. Botha
23024 N. Giovata Drive
Sun City West, AZ 85375

Troy B. Stratman, Esq.
TStratman@mackazlaw.com

Mack Drucker & Watson, P.L.C.

3200 North Central Avenue, Suite 1200
Phoenix, Arizona 85012

Gary Verburg, City Attorney
gary.verburg@phoenix.gov

Daniel L. Brown, Assistant City Attorney
Cythia S. Campbell, Assistant City Attorney
cythia.campbell@phoenix.gov

Office of The City Attorney

200 W. Washington, Suite 1300

Phoenix, AZ 85003

Jason Gellman

One Arizona Center

400 E. Van Buren, Suite 800
Phoenix, AZ 85004

Arizona Reporting Service, Inc.
2200 N. Central Ave. 502
Phoenix, AZ 85004-1431

Jeffrey Crockett
One E. Washington St., Ste. 2400
Phoenix, AZ 85004-2202

Michele Van Quathem
Ryley Carlock & Applewhite
One North Central

Suite 1200

Phoenix, AZ 85004-4417
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Chad Kaffer
3200 N. Central Ave., Suite 1200
Phoenix, AZ 85012

Craig Marks

10645 N. Tatum Blvd.
Suite 200-676
Phoenix, AZ 85028

Andrew Miller
6401 E. Lincoln Drive
Paradise Valley, AZ 85253

Pauline Harris Heng
17936 W. Solando Drive
Surprise, AZ 85340

Phillip Cook
10122 West Signal Butte Circle
Sun City, AZ 85373

L Woods
15141 West Horseman Lane
Sun City West, AZ 85375

Larry Woods
13815 East Camino Del Sol
Sun City West, AZ 85375

W.R. Hansen
12302 West Swallow Drive
Sun City West, AZ 85375

Marshall Magruder
P.O. Box 1267

7

Tubac, AZ 85%
,//%
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