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Corte Bella Country Club Association, Inc. (hereinafter, “Corte Bella”), by and
through undersigned counsel, hereby files its Post-Hearing Reply Brief.
L INTRODUCTION

The Commission ordered this docket to remain open to consider the proposed
deconsolidation of the Anthem / Agua Fria Wastewater District. Notwithstanding this,
Anthem is now taking the strained position (for the very first time) that the Commission
mandated deconsolidation as part of Decision No. 72047. Anthem’s position is not
supported by the Decision or common sense.

Significantly, Corte Bella residents (as well as other Agua Fria customers) were
unfairly thrust into this proceeding because of a last-minute settlement agreement between
Anthem, RUCO, Staff and Arizona-American at the Opening Meeting in December 2010
(the “Settlement Agreement”). Corte Bella residents were not a party to that Settlement
Agreement.

II. THE COMMISSION DID NOT MANDATE DECONSOLIDATION

Contrary to Anthem’s Closing Brief, the Commission did not mandate
deconsolidation of the Anthem / Agua Fria Wastewater District as part of Decision No.
72047. Rather, the Commission specifically ordered the following:

[Tlhe docket in the instant proceeding is to remain open for the sole
purpose of considering the design and implementation of stand-
alone revenue requirements and rate designs as agreed to in the
settlement reached during the Open Meeting for the Anthem Waster

District and Agua Fria Wastewater District as soon as possible.

See Decision No. 72047, Page 84.
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1 As evidenced by the foregoing language, the Commission wished to consider the
2 effects of deconsolidation (e.g., the rate impact) before making a decision that could
é31 drastically impact thousands of customers. The Commission did not “blindly” approve
5 || deconsolidation in Decision No. 72047 — as Anthem now suggests.
6 At this eleventh hour, Anthem claims that it only capitulated to the issue(s) with the
; Disputed Refund Payments because the parties agreed to deconsolidate the Anthem / Agua
9 || Fria Wastewater District as part of the Settlement Agreement. There is absolutely no
10 | evidence in the record to support Anthem’s “new” interpretation of the Settlement
s 1; Agreement and Decision No. 72047." Anthem’s subjective, self-serving interpretation is
—g :‘% é%% 13 || irrelevant and not supported by Arizona-American or Staff.
é§§§§§ 14 Yet, even if Anthem’s interpretation is somehow correct, there are serious due
: g 12 process issues because Corte Bella residents (as well as other Agua Fria customers) were
17 || not a party to that Settlement Agreement. Significantly, Agua Fria customers were not put
18 Il on notice of the proposed deconsolidation of the Anthem / Agua Fria Wastewater District
;(9) (and the resulting 139.7% rate increase) until Arizona-American filed its Compliance
21 || Application on April 1, 2011 — four (4) months after Decision 72047 was docketed. These
22 |l que process issues were also recognized by Anthem’s expert witness:
23 Q. [by Mr. Stratman]: Wo_uld you agree with me that' the public
notice for the prior proceeding did not state
25 that deconsolidation of the Anthem / Agua Fria
Wastewater District would be discussed or
26 would occur?
27 : . :
- A. [by Mr. Niedlinger]: Not in the main case. No, No.
! Anthem did not raise this argument at any time during t3he evidentiary hearing.
‘ 2093.005
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1 Q. [by Mr. Stratman]: Would you agree with me that, of course, Agua
5 Fria customers were not represented in the last
1 minute settlement agreement discussions at the
; 3 open meeting because they weren’t there,
| 4 correct?
> A. [by Mr. Niedlinger]: Correct.
6
7 Q. [by Mr. Stratman}: And would you also agree with me that there
g were decisions made in the prior proceeding,
for example, the northwest allocation to Agua
9 Fria, that now have a great impact if
10 deconsolidation takes place?
11 o
A. [by Mr. Niedlinger]: Yes. And that we could have used your help,
¢ & 12 by the way, in that allocation.
2,98 13 .
L3258 Tr. (Neidlinger) at 318-19.
S
%ﬁgg L5 The clear purpose of this proceeding was to consider (not implement) the proposed
z §
16 || deconsolidation of the Anthem / Agua Fria Wastewater District. Based on the evidence in
17 the record, the Commission should deny the proposed deconsolidation.
18
19 III. THE ANTHEM SUBSIDY IS ONLY TEMPORARY
20 According to Anthem, the Commission should approve deconsolidation because the
21 Anthem customers currently “subsidize” the Agua Fria customers — as evidenced by the
22
” Compliance Application filed by Arizona-American. This argument is misleading, at best.
24 In this regard, the subsidy is only temporary because (1) the Anthem wastewater
25| facilities are completely built out; (ii) the Agua Fria wastewater facilities have excess
26
97 capacity; and (iii) the Agua Fria customer base continues to increase. The current subsidy
28 || will likely “zero out” and even shift in Anthem’s favor over time — as Anthem’s expert
4
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capacity; and (iii) the Agua Fria customer base continues to increase. The current subsidy
will likely “zero out” and even shift in Anthem’s favor over time — as Anthem’s expert
witness even acknowledges. See Tr. (Neidlinger) at 303-304. Moreover, there is no
evidence to suggest that Anthem customers have been subsidizing Agua Fria customers
over the past ten (10) years. The current subsidy is merely a “snapshot” of the revenue
requirements authorized by Decision 72047,

Lastly, it is important to note that periodic subsidies will always exist in a
consolidated district. The goal of consolidation is to stabilize rates and spread costs over a
larger customer base. If fact, cross-subsidization still occurs in a stand-alone system
between residential, commercial and industrial customers. See Tr. (Neidlinger) 300-301.

Accordingly, the Commission should not approve deconsolidation based on a
temporary subsidy that will undoubtedly shift in the future. Anthem’s position is
shortsighted.

IV. DECONSOLIDATION IS UNFAIR TO AGUA FRIA CUSTOMERS
Anthem argues that a consolidated district is unfair to its customers. Yet, that same
argument holds true for Agua Fria customers if the district is deconsolidated.

As more fully set forth in the Closing Brief, it is unfair to Corte Bella residents (as |
well as other Agua Fria customers) to deconsolidate the Anthem / Agua Fria Wastewater
District after ten (10) years — especially when deconsolidation will result in a 139.7%
increase in wastewater rates on the remaining customers in the Agua Fria District. The

average wastewater bill for Corte Bella residents will increase from $67.97 per month

5
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(which includes the 53.93% increase already approved in Decision No. 72047) to an
astonishing $108.34 per month. See Procedural Order docketed April 27, 2011 at 7-8.

Again, Arizona-American formed this consolidated district and no other party (until
this docket) has ever opposed that arrangement. The intent was to have the Anthem / Agua
Fria Wastewater District remain intact. Agua Fria customers should not be unfairly
penalized for being part of a consolidated district they had no part in forming.

Furthermore, if deconsolidation is approved, the outcome will be a partially
consolidated district (known as the Agua Fria Wastewater District) that contains three
separate wastewater systems that are not physically connected in any way.” The very
situation Anthem advocates against (partial consolidation) will still be in place for those
remaining customers in the Agua Fria Wastewater District — but with the Anthem area
carved out. That is unfair to Agua Fria customers and goes against the strict “cost-of-
service” principles adopted by Anthem and RUCO.

V. CONCLUSION

Based on the foregoing, Corte Bella respectfully requests that the Commission

leave the Anthem / Agua Fria Wastewater District intact and maintain the rates set forth in

Decision No. 72047.

% As the Court is aware, the four (4) service areas within the Anthem / Agua Fria Wastewater District (i.e., Anthem,
Verrado, Russell Ranch and Northeast Agua Fria, which includes Corte Bella) are not physically connected in any way.
See Tr. (Murrey) at 93-94. Each of these service areas utilizes a separate wastewater collection system and treatment

plant,
6
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DATED this _7™ day of February 2012.

ORIGINAL and 13 copies filed

this_7"™ day of February 2012, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COPIES of the foregoing mailed
this _7"™ day of February 2012 to:

Steve Olea, Director

Utilities Division

Arizona Corporation Commission
1200 W. Washington St.
Phoenix, Arizona 85007

Daniel W. Pozefsky, Chief Counsel
Residential Utility Consumer Office
1110 W. Washington St., Suite 220

Phoenix, Arizona 85007

Greg Patterson

Water Utility Association of Arizona
916 W. Adams, Suite 3

Phoenix, Arizona 85007

Judith M. Dworkin
Roxanne S. Gallagher
Sacks Tierney P A

MACK DRUCKER & WATSON, P.L.C.

Tfoy B. Stratman, Esq.

3200 North Central Avenue, Suite 1200
Phoenix, Arizona 85012

Attorney for Intervenor Corte Bella Country
Club Association, Inc.

2093.005




Maw

mack drucker ¢ watson

Attorneys at Law

3200 North Central Avenue, Suite 1200

Phoenix, Arizona 85012

602/778-9900

o o0 1 N Bk W N =

NN NN NN N NN = s e e e e e s e
0 ~1 AN L B WY = OO0 0NN W N~ O

400 E. Van Buren St.
Phoenix, Arizona 85004-2202

Andrew M. Miller, Town Attorney
Town of Paradise Valley

6401 E. Lincoln Dr.

Paradise Valley, Arizona 85253

Maureen Scott

Robin Mitchell

Legal Division

Arizona Corporation Commission
1200 W. Washington St.
Phoenix, Arizona 85007

Craig A. Marks

Craig A. Marks, PLC

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

Attorney for Arizona-American Water Co.

Joan S. Burke

Law Office of Joan S. Burke
1650 N. First Ave.

Phoenix, Arizona 85003

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

Bradley J. Herrema

Robert J. Saperstein

Brownstein Hyatt Farber Schreck, LLP
21 E. Carillo St.

Santa Barbara, CA 83101

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

Thomas M. Broderick
Arizona-American Water Company
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1 |l 2355 W. Pinnacle Peak Rd., Suite 300
5 Phoenix, Arizona 85027
3 || Sun City Grand Community Assoc.
Palm Center
4 19726 N. Remington Dr.
5 || Surprise, Arizona 85374
6 Larry Woods
7 || Property Owners and Residents Assoc.
13815 E. Camino Del Sol
8 Sun City West, Arizona 85735-4409
9
Pauline A. Harris Henry
10 Russell Ranch Homeowners Assoc., Inc.
11 || 21448 N. 75th Avenue, Suite 6
Glendale, Arizona 85308
5 % 12
géfgg 13 || Larry D. Woods
—?gg%ég 15141 W. Horseman Lane
é;:; £335 1 || Sun City West, Arizona 85375
3 5 15
= § Jay Shapiro
16 | patrick Black
17 || Fennemore Craig, P.C.
3003 North Central Avenue, Suite 2600
18 Phoenix, Arizona 85012
19
Philip H. Cook
20 1l 10122 W. Signal Butte Circle
21 | Sun City, Arizona 85373
22 Desi Howe
23 || Anthem Golf & Country Club
2708 W. Anthem Club Dr.
24 Anthem, Arizona 85086
25
Gary Verburg, City Attorney
26 Daniel L. Brown, Asst. City Attorney
27 |l City of Phoenix
200 W. Washington, Suite 1300
28 || Phoenix, AZ 85003
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Jason D. Gellman

Roshka, DeWulf & Patten, PLC
400 E. Van Buren St., Suite 800
Phoenix, AZ 85004

Frederick Botha

23024 N. Giovota Drive
Sun City West, Arizona 85735
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