~

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

I

BEFORE THE ARIZONA COIQ’QW¥WMULNV.V. ‘
COMMISSIONERS

MIMR -5 P 23y
BOB STUMP - CHAIRMAN

GARY PIERCE R P T r Ty

BRENDA BURNS S e

BOB BURNS

SUSAN BITTER SMITH

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01445A-12-0348
ARIZONA WATER COMPANY, AN ARIZONA

CORPORATION, FOR A DETERMINATION NOTICE OF FILING

OF THE FAIR VALUE OF ITS UTILITY STAFF’S DIRECT TESTIMONY
PLANT AND PROPERTY AND FOR

ADJUSTMENTS TO ITS RATES AND
CHARGES FOR UTILITY SERVICE
FURNISHED BY ITS NORTHERN GROUP
AND FOR CERTAIN RELATED APPROVALS.

above-referenced docket.

RESPECTFULLY SUBMITTED this 5" day of March , 2013.

Wesley CS(§an Cleve
Scott Hesla

Attorneys, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

(602) 542-3402

Original and thirteen (13) copies of
the foregoing filed this _Sth__ day of
March , 2013, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

The Utilities Division (“Staff”) of the Arizona Corporation Commission (“Commission”)

hereby files Direct Testimony of Jeffrey Michlik related to cost-of-service and rate design in the




10
11
12

14
15
16
17
18
19
20
21
22
23
24
235
26
27
28

134

Copy of the foregoing mailed this

Steven A. Hirsch

Stanley B. Lutz

BRYAN CAVE, LLP

Two North Central Avenue, Suite 2200
Phoenix, Arizona 85004-4406

Robert Geake, Vice President and
General Counsel

ARIZONA WATER CO.

P.O. Box 29006

Phoenix, Arizona 85038

Daniel W. Pozefsky

Chief Counsel

Residential Utility Consumer Office
1110 W. Washington Street, Suite 220
Phoenix, Arizona 85007

A oo 0o

S5th___day of __ March , 2013, to:




BEFORE THE ARIZONA CORPORATION COMMISSION

BOB STUMP
Chairman
GARY PIERCE
Commissioner
BRENDA BURNS
Commissioner
BOB BURNS
Commissioner
SUSAN BITTER SMITH
Commissioner

IN THE MATTER OF THE APPLICATION
OF ARIZONA WATER COMPANY, AN
ARIZONA CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE
OF ITS UTILITY PLANT AND PROPERTY,
AND FOR ADJUSTMENTS TO ITS RATES
AND CHARGES FOR UTILITY SERVICE
FURNISHED BY ITS NORTHERN GROUP
AND FOR CERTAIN RELATED
APPROVALS.

DIRECT

TESTIMONY

DOCKET NO. W-01445A-12-0348

JEFFREY M. MICHLIK

PUBLIC UTILITIES ANALYST V

UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

MARCH 5, 2013



L.

IL

TABLE OF CONTENTS

PAGE
INTRODUCGTION......oootitteteieeereertte st ces et sste st st s s esesavesabesea st ases st e sessesanesaessesanesaessnesanons 1
RATE DESIGN ...ttt sae et a s essesas s s sae s s s b s s sas e 2



SCHEDULES

NAVAJO WATER SYSTEM (Lakeside and Overgaard)

| Tl D 1T T o OO OO ON JIMM-1
Typical Bill ANALYSIS ....coeeeiereneeenieiecriecereet st es ettt be s sr e n st nene e JIMM-2

VERDE VALLEY WATER SYSTEM (Sedona)

RaAtE DIESIZI.. ittt sttt ebe s e sbe s s sas s a e JIMM-1
Typical Bill ANAIYSIS ...coveirreiitereteieiee ettt IMM-2

VERDE VALLEY WATER SYSTEM (Pinewood and Rimrock)

RaAtE DIESIZN.c.veeviriieieitiriireree ettt ettt et s n s s m st s b e e bbb JIMM-1
Typical Bill ADALYSIS ......coveeereeeriieeriene ittt IMM-2



EXECUTIVE SUMMARY
ARIZONA WATER COMPANY
NORTHERN GROUP
DOCKET NO. W-01445A-12-0348

The testimony of Jeffery M. Michlik presents the Ultilities Division (“Staff’s”)
recommendations in the areas of rate design, other service charges, and a normalization
adjustment proposed by the Company related to use-per-customer. Staffs rate design
recommendations are consistent with the cost of providing service, and generally include an
inverted block structure that encourages the efficient use of scarce resources. Staff recommends
a flat rate structure for industrial customers and for sales for resale customers. Staff recommends
rejection of all use-per-customer normalization adjustments because these adjustments do not
meet the known and measurable standards of the Arizona Administrative Code.

Navajo Water System

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 3/4-inch
meter residential customer, with a median usage of 1,190 gallons, would increase by $5.49
(30.98 percent), from $17.73 to $23.22 for its Navajo water system.

Under the Staff-recommended rate design for permanent rates, the monthly bill for a
typical 5/8 x 3/4-inch meter residential customer, with a median usage of 1,190 gallons, would
increase by $3.00 (16.91 percent), from $17.73 to $20.73 for its Navajo water system.

Verde Valley Water System

The Company-proposed rates would increase the monthly bill for a typical 5/8 x 3/4-inch
meter residential customer, with a median usage of 1,215 gallons, by $1.21 (4.45 percent), from
$27.22 to $28.43 for its Pinewood and Rimrock subsystems, and would increase the monthly bill
for a typical 5/8 x 3/4-inch meter residential customer, with a median usage of 5,230 gallons, by
$9.37 (29.31 percent), from $31.96 to $41.33 for its Sedona subsystem.

Under the Staff-recommended for permanent rates, the monthly bill for a typical 5/8 x
3/4-inch meter residential customer, with a median usage of 1,215 gallons, would decrease by
$1.29 (4.73 percent), from $27.22 to $25.93 for its Pinewood and Rimrock subsystems, and
would increase the monthly bill for a typical 5/8 x 3/4-inch meter residential customer, with a
median usage of 5,230 gallons, by $5.01 (15.66 percent), from $31.96 to $36.97 for its Sedona
subsystem.
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L INTRODUCTION

Q. Please state your name, occupation, and business address.

A. My name is Jeffrey M. Michlik. I am a Public Utilities Analyst V employed by the
Arizona Corporation Commission (“ACC” or “Commission”) in the Utilities Division

(“Staff”). My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

Q. Briefly describe your responsibilities as a Public Utilities Analyst V.

A. In my capacity as a Public Utilities Analyst V, I analyze and examine accounting,
financial, statistical and other information and prepare reports and provide expert
testimony based on my analyses that present Staff’s recommendations to the Commission

on utility revenue requirements, rate design and other matters.

Q. Please describe your educational background and professional experience.

A. In 2000, I graduated from Idaho State University, receiving a Bachelor of Business
Administration Degree in Accounting and Finance, and I am a Certified Public
Accountant with the Arizona State Board of Accountancy. I have attended the National -
Association of Regulatory Utility Commissioners’ (“NARUC”) Utility Rate School,

which presents instruction on general regulatory and business issues.

I joined the Commission as a Public Utilities Analyst in May of 2006. Prior to
employment with the Commission, I worked four years for the Arizona Office of the

Auditor General as a Staff Auditor, and one year in public accounting as a Senior Auditor.
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Q. What is the scope of your testimony in this case?
A. I am presenting Staff’s analysis and recommendations regarding Arizona Water
Company’s (“Company” or “AWC”) rate design. As part of this analysis, I address the

Company’s normalization of billing determinates for trends in use per customer.

II. RATE DESIGN

Q. Did Staff prepare a summary of the Company’s present rates, proposed rates, and
Staff’s recommended rates for the Navajo and Verde Valley Water Systems?

A. Yes. See schedules JMM-1, respectively.

Q. Did Staff prepare a typical bill analysis for a 5/8” x 3/4” residential customer water
customer for the Navajo and Verde Valley Water Systems?

A. Yes. See schedule JMM-2, respectively.

Q. Did Staff explore opportunities for rate consolidation?

A. Yes. Consolidating rate schedules reduces the administrative burden on both the
Company and the Commission and promotes commonality and eliminates disparities in
bills over geographic areas. However, full consolidation of rates over the entire Northern
Group is not practical at this time, because significant differences exist in present rate
schedules. Moving to consolidated rates would create large bill increases for customers
on systems that have lower than average rates. The Company proposes full consolidation
of the Verde Valley System consisting of the Pinewook, Rimrock, and Sedona subsystems

and Staff agrees with that proposal.
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Q. Please briefly describe the Staff recommended rates.

A. Staff’s recommended rates are designed to produce revenues that cover the overall cost of
providing service. Also, these rates generally employ inverted block structures that
encourage the efficient use of scarce water resources. With an inverted block structure the
average price per unit for the commodity component of the bill increases as usage

increases.

In addition to sending price signals that encourage the efficient use of water, Staff
considered cost-of-service, the ability of customers to understand the rate design, the
advantages and disadvantages of consolidating rates over geographic areas, customer bill
impacts, and the ability of low income and fixed-income customers to afford a level of
service sufficient for basic needs. Staff’s recommended other service charges are
presented in Schedules JMM-1. Uniform service charges over the Company’s entire
system avoid potential price discrimination issues that could arise from charging similarly

situated customers different service charges.

Q. Why did Staff incorporate a flat rate commodity structure to industrial customers?

A. This recommendation is consistent to the rate design that the Commission approved in
Decision No. 73736 pertaining to the Company’s Eastern Group. A flat rate design was
also used for sales for resale, because encouraging efficient water use is best placed on the

final consumer.
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Q. Please briefly discuss the “normalization of billing determinates”, which is based on
the Company’s estimation of annual growth/decline in usage per customer. Please
explain the purpose of this adjustment.

A. This “normalization” is intended to adjust sales for trends in use-per-customer. In some
cases, the Company has adjusted sales levels downward through this normalization
process. This can result in higher rates because revenue requirement targets will be spread

over fewer billing determinants.

Q. What is Staff’s recommendation on the Company’s normalization of billing
determinates for trends in use per customer?

A. Staff recommends rejection of all normalization adjustments based on the Company’s
estimates of trends in use per customer. The adjustments are based on slope coefficients
determined by statistical regression analysis. The coefficients vary significantly when the
analysis is conducted over varying time frames (e.g., ten vs. five years). Consequently, the

adjustment cannot be considered known and measurable.

Q. What is Staff’s recommendation?
A. Staff recommends approval of its rates and charges as shown in schedules JMM-1 for each

water system.

Q. Does this conclude your direct testimony?

A. Yes, it does.




Arizona Water Company - Navajo Rate Design
Docket No. W-01445A-12-0348
Test Year Ended December 31, 2011
Company Staff
Monthly Usage Charge Present Proposed Rates Recommended Rates
Meter Sizs (Residential Class):
5/8 x 3/4 Inch $ 12.64 3 18.25 $ 16.30
1Inch 31.61 45.63 40.75
112 Inch N/A 91.25 81.50
2inch 101.15 1486.00 130.40
3inch 202.29 292.00 260.80
4inch 316.08 456.25 407.50
8 Inch 63217 912.50 815.00
8Inch 1,011.47 1,460.00 1,304.00
10 Inch 1,453.99 2,098.75 1,874.50
Meter Size (C ial, Industrial, C ion, and Sale for Resaie):
5/ x 3/4 Inch $ 1264 3 25.00 $ 23.00
1Inch 31.61 62,50 57.50
11/2Inch N/A 126.00 115.00
2Inch 101,15 200.00 184.00
3Inch 202.29 400.00 368.00
4 Inch 316.08 625.00 575.00
8 Inch 63217 1,250.00 1,150.00
8Inch 1,011.47 2,000.00 1,840.00
10 Inch 1,453.99 2,875.00 2,645.00
Private Fires $ 22.58 $ 265.00 $ 25.00
Public Fire Hydrants N/A NIA N/A
Coin Machine (Gallons per Quarter} N/A NIA N/A
Commodity Charge - Per 1,000 Galions
5/8" x 3/4" Meter (Residential)
First 3,000 gallons $ 42771 $ 41788 $ 3.7200
3,001 to 10,000 gallons 51320 5.2235 5.1500
QOver 10,000 gallons 6.1580 8.5294 6.9400
5/8" x 3/4" Meter (Commercial and Construction)
First 10,000 gailons 51320 5.2235 5.1500
Over 10,000 gailons 6.1580 8.5294 6.9400
1" Meter idential, C ial, and C: ion)
First 15,000 gallons 5,1320 N/A NA
Over 15,000 gallons 6.1580 N/A NA
First 25,000 gallons N/A 5.2235 N/A
Over 25,000 gallons N/A 8.5204 N/A
First 21,000 gallons N/A N/A 5.1500
Over 21,000 gallons N/A N/A 6.8400
1 1/2" Mater (Resk ial, G ial and C ion)
First 55,000 galions N/A 5.2235 N/A
Qver 55,000 galiona N/A 6.5204 N/A
First 50,000 gailons N/A NA 5.1500
QOver 50,000 gallons N/A NIA 6.9400
2" Meter ial, Ci ial and C:
First 85,000 gallons 5.1320 N/A N/A
Over 85,000 gailons 8.1580 NA N/A
First 90,000 gallons N/A 5.2235 N/A
Over 90,000 galions N/A 6.5204 N/A
First 60,000 gallons N/A N/A 5.1500
Over 60,000 gallons N/A N/A 8.9400
3" Meter idential, C: ial and C. tion )
First 125,000 galions 5.1320 N/A NA
Over 125,000 galions 6.1580 N/A NA
First 175,000 galions N/A 52235 N/A
Over 175,000 qallons NiA 8.5204 N/A
First 120,000 gallons N/A N/A 5.1500
Over 120,000 gallons N/A N/A 6.9400
4" Meter i jal, C ial and C ion)
Fitst 200,000 gallons 51320 N/A N/A
Over 200,000 gallons 6.1580 N/A N/A
First 275,000 gafions N/A 5.2235 N/A
Over 275,000 gallons N/A 6.5204 N/A
First 190,000 qaklons N/A NA 5.1500
Over 190,000 gallons N/A N/A 8.9400
6" Meter idential, C ial and Ci
First 400,000 gallons 5.1320 N/A N/A
Over 400,000 gaffons 6.1580 N/A N/A
First 550,000 gailons. N/A 52235 N/A
Qver 550,000 galions N/A 8.5294 NA
First 380,000 gallons N/A N/A 5.1500
Qver 380,000 gallons N/A N/A 8.9400
8" Meter {Resi al, G ial and C: ion)
First 875,000 gallons 5.1320 N/A N/A
Qver 875,000 gallons 8.1580 N/A N/A
First 925,000 gallons N/A 5.2235 N/A
Over 925,000 gallons N/A 6.5204 N/A
First 800,000 galions N/A NiA 5.1500
Over 600,000 gallons N/A N/A 6.8400
10 Meter (Residential, C: ial and C: ion )
First 1,080,000 gallons 5.1320 N/A N/A
Over 1,080,000 gallons 6.1580 N/A NA
First 1,300,000 gallons N/A 5.2235 N/A
Over 1,300,000 gallons NIA 6.5294 N/A
First 800,000 gallans N/A N/A 5.1500
Over 800,000 gafions N/A N/A 6.9400
All Mater Sizes (Industrial}
All Galions 4.0667 52236 5.1500
All Meter Sizes (Sales for Resale)
All Usage 4.6088 5.2235 5.1500

Schedule IMM-1
Page 1of 2



Arizona Water Company - Navajo
Docket No. W-01445A-12-0348
Test Year Ended December 31, 2011

Service and Meter [nstallation Charges

Rate Design

Present Total Present Proposed I Proposed Total Proposed | Recommended | Recommended Total
] Moeter Charge Service Line Meter Charge Service Line | Meter insallation | Recommended

5/8-inch 44500 $ 155.00 § 800.00|$ 44500 $ 155.00 $§ 600.00 | $ 44500 § 155.00 $ 600.00
1-inch 495.00 31500 § 810.00 495.00 315.00 810.00 495.00 315.00 810.00
2" turbine 830.00 1,045.00 $ 1,875.00 830.00 1,045.00 1,875.00 830.00 1,045.00 1,875.00
2" compound 830.00 1,890.00 § 2,720.00 830.00 1,890.00 2,720.00 830.00 1,890.00 2,720.00
3" turbine 1,045.00 1,670.00 $ 2,715.00 | ActualCost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
3" compound 1,165.00 2,54500 § 3,710.00 | Actual Cost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
4" turbine 1,490.00 2670.00 $ 4,160.00 | Actual Cost Actual Cost Actuat Cost Actuai Cost Actual Cost Actual Cost
4" compound 1,870.00 364500 $ 5,315.00 { Actual Cost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
8" turbine 2,210.00 502500 $ 7.235.00 | ActualCost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
8" compound 2,330.00 6,920.00 $ 9,250.00 | Actual Cost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
8" turbine 2,210.00 502500 $ 7.235.00 | ActualCost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
8" compound 2,330.00 6,92000 §$ 9,250.00 | ActualCost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
10" turbine 2,210.00 502500 $ 7.235.00 | Actual Cost  Actual Cost Actual Cost Actual Cost Actuat Cost Actual Cost
10" compound 2,330.00 6,92000 § 9,250.00 { Actual Cost  Actual Cost Actual Cost Actuai Cost Actual Cost Actual Cost
Other Senvice Charges

Establishment $ 16.00 $ 32.00 $ 32.00
Guarantee Deposit (a) (a) (a}
Reconnection for Delinquency 16.00 32.00 32.00
Re-Establishment (b) (b) (b}
Service Call Qut (e (d) (d)
Retumed Check 25.00 (®) (e}
Meter Re-read 1] (@) (@)
Meter Tost (h) (h) )
Late Charge (0] (0] (0]

(a) Residential - maximum: Two(2) times average customer class bill.
Non-Residential-maximum: Two and one-half (21/2) imes that customers
estimated maximum monthly bill.

(b) Eight (8) times the customer’s monthly minimum charge, or pavment of
the mini since di i L is less.

(c) During reqular working hours - No charge. After regular working hours,
on Saturdays, Sundays, or holidays - $35.00

(d) During reqular working hours - $30.00. After regular working hours,
on Saturdays, Sundays, or holidays - $45.00

(e) No Change in rate. Change lanquage to read "Returmed payment for
insufficient funds.”

{f) No charge, if done during regular working hours, otherwise, a $35.00
service call out.

{g) $15.00 if done during regutar working hours. After regutar working hours,
on Saturdays, Sundays, or holidays - $45.00
(h) No charge for the first test; for the second test for the same customer
within any tweive (12) month period, $50.00, or actual ime and material
whichever is greater.

(i} 1.5 percent after 15 davs.

Schedule IMM-1
Page 2 of 2



Arizona Water Company - Navajo

Docket No. W-01445A-12-0348

Schedule JMM-2

Test Year Ended December 31, 2011
Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter
Present Proposed Dollar Percent
Company Proposed Gallons Rates Rates Increase Increase
Average Usage 3,150 S 2624 $ 31.57 $ 5.33 20.31%
Median Usage 1,190 17.73 2322 § 5.49 30.98%
Staff Recommended
Average Usage 3,150 $ 2624 $ 2823 $ 1.99 7.59%
Median Usage 1,190 17.73 2073 $ 3.00 16.91%
Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter
Company Staff
Gallons Present Proposed % Recommended %
Consumption Rates Rates Increase Rates Increase
- $ 12.64 S 18.25 44.38% $ 16.30 28.96%
1,000 16.92 22.43 32.58% 20.02 18.34%
2,000 21.19 26.61 25.54% 23.74 12.01%
3,000 25.47 30.79 20.87% 27.46 7.81%
4,000 30.60 36.01 17.67% 32.61 6.56%
5,000 35.74 41.23 15.39% 37.76 5.67%
6,000 40.87 46.46 13.68% 4291 5.00%
7,000 46.00 51.68 12.35% 48.06 4.48%
8,000 51.13 56.90 11.29% 53.21 4.07%
9,000 56.26 62.13 10.42% 58.36 3.73%
10,000 61.40 67.35 9.70% 63.51 3.44%
11,000 67.55 73.88 9.37% 70.45 4.29%
12,000 73.71 80.41 9.09% 77.39 4.99%
13,000 79.87 86.94 8.85% 84.33 5.58%
14,000 86.03 93.47 8.65% 91.27 6.09%
15,000 92.19 100.00 8.48% 98.21 6.54%
' 16,000 98.34 106.53 8.32% 105.15 6.92%
17,000 104,50 113.06 8.19% 112.09 7.26%
18,000 110.66 119.59 8.07% 119.03 7.56%
19,000 116.82 126.12 7.96% 125.97 7.84%
20,000 122.98 132.65 7.86% 132.91 8.08%
25,000 153.77 165.29 7.50% 167.61 9.00%
30,000 184.56 197.34 7.25% 202.31 9.62%
35,000 215.35 230.59 7.08% 237.01 10.06%
40,000 246.14 263.23 6.95% 271.71 10.39%
45,000 276.93 295.88 6.84% 306.41 10.65%
50,000 307.72 328.53 6.76% 34111 10.85%
75,000 461.67 491.76 6.52% 514.61 11.47%
100,000 615.62 655.00 6.40% 688.11 11.78%



Arizona Water Company - Verde Valley (Sedona) Rate Design Schedule JIMM-1
Docket No. W-01445A-12-0348 Page 1 of 2
Test Year Ended December 31, 2011
Company Staff
Monthly Usage Charge Present Proposed Rates Recommended Rates
Meter Size (Residential Class):
5/8 x 3/4 Inch $ 23.10 $ 25.00 $ 23.50
1inch 57.75 62.50 58.75
11/2 Inch N/A 125.00 117.50
2Inch 184.81 200.00 188.00
3inch 369.62 400.00 376.00
4 Inch 577.54 625.00 587.50
6 Inch 1,155.07 1,260.00 . 1,175.00
8 Inch 1,848.12 2,000.00 1,880.00
10 Inch 2,656.67 2,875.00 2,702.50
Meter Size (Commercial, Industrial, Construction, and Sale for Resale):
5/8 x 3/4 Inch $ 23.10 $ 30.00 3 25.00
1inch 57.75 75.00 62.50
11/2 Inch N/A 150.00 125.00
2 Inch 184.81 240.00 200.00
3Inch 369.62 480.00 400.00
4 Inch 677.54 750.00 625.00
6 Inch 1,155.07 1,500.00 1,250.00
8 inch 1,848.12 2,400.00 2,000.00
10 Inch 2,656.67 3,450.00 2,875.00
Private Fires $ 25.89 $ 30.50 $ 30.50
Public Fire Hydrants N/A N/A N/A
Coin Machine (Gallons per Quarter) N/A N/A N/A
Commaodity Charge - Per 1,000 Gallons
5/8" x 3/4~ Meter (Residential)
First 3,000 galtons $ 1.5317 $ 2.8224 $ 2.0000
3,001 to 10,000 gallons 1.9147 3.5280 3.3500
Over 10,000 gallons 2.3910 4.4100 4.2300
5/8" x 3/4" Meter (Commercial and Construction)
First 10,000 gallons 1.9147 3.5280 3.3500
Over 10,000 gailons 2.3910 4.4100 4.2300
1" Meter (Residential, Commercial and Construction)
First 40,000 gallons 1.9147 N/A 3.3500
Over 40,000 gallons 2.3910 N/A 4.2300
1 1/2" Meter (Residential, Commerical and Construction
First 75,000 gallons N/A 3.5280 3.3500
Over 75,000 gallons N/A 4.4100 4.2300
2" Meter (Residential, Commercial and Construction}
First 125,000 gallons 1.9147 3.5280 3.3500
Over 125,000 gallons 2.3910 4.4100 4.2300
3" Meter (Residential. Commercial and Construction}
First 298,000 gallons 1.9147 N/A N/A
Over 298,000 gallons 2.3910 N/A N/A
First 300,000 gallons N/A 3.5280 3.3500
Over 300,000 gallons N/A 4.4100 4.2300
4" Meter (Residential, Commercial and Construction)
First 493,000 gallons 1.9147 N/A N/A
Over 493,000 gaflons 2.3910 N/A N/A
First 500,000 gallons N/A 3.5280 3.3500
QOver 500,000 gallons N/A 4.4100 4.2300
6" Meter (Residential, Commercial and Construction
First 925,000 gallons 1.9147 N/A N/A
Over 925,000 gallons 2.3910 N/A N/A
First 1,000,000 gallons N/A 3.5280 3.3500
Qver 1,000,000 gailons N/A 4.4100 4.2300
8" Meter (Residential, Commercial and Construction)
First 1,500,000 gaitons 1.9147 3.5280 3.3500
Over 1,500,000 gailons 2.3910 4.4100 4.2300
10" Meter (Residential, Commerciai and Construction)
First 2,262,000 gallons 1.9147 N/A N/A
Over 2,262,000 gallons 2.3910 N/A N/A
First 2,300,000 gallons N/A 3.5280 3.3500
Qver 2,300,000 gallons N/A 4.4100 4.2300
All Meter Sizes (Industrial)
All Gallons 1.6801 3.5280 3.3500
All Meter Sizes (Sales for Resale)
All Usage 2.2489 3.5280 3.3500




Arizona Water Company - Verde Valley (Sedona) Rate Design Schedule IMM-1

Docket No. W-01445A-12-0348 Page 2 of 2

Test Year Ended December 31, 2011
Service and Meter Installation Charges -

Present [ Present Total Present Proposed Proposed Total Proposed | Recommended | Recommended Total
Service Line Meter Charge Service Line Meter Charge Service Line__| Meter Insallation| Recommended

5/8-inch $ 445.00 $ 155.00 $ 600.00 | $ 445.00 $ 155.00 $ 600.00 | § 445.00 $ 155.00 $ 600.00
1-inch 495.00 315.00 §$ 810.00 495.00 315.00 810.00 495.00 315.00 810.00
2" turbine 830.00 1,045.00 $ 1,875.00 830.00 1,045.00 1,875.00 830.00 1,045.00 1,875.00
2" compound 830.00 1,890.00 $ 2,720.00 830.00 1,890.00 2,720.00 830.00 1,890.00 2,720.00
3" turbine 1,045.00 1,670.00 §$ 2,715.00 | Actual Cost  Actual Cost Actual Cost| Actual Cost Actual Cost Actual Cost
3" compound 1,165.00 254500 $ 3,710.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
4" turbine 1,490.00 2,670.00 $ 4,160.00 | Actual Cost  Actual Cost Actual Cost| Actual Cost Actual Cost Actual Cost
4" compound 1,670.00 3,645.00 $§ 5,3156.00 | Actual Cost  Actual Cost Actual Cost Actual Cost " Actual Cost Actual Cost
6" turbine 2,210.00 5,025.00 $ 7.235.00 | Actual Cost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
6" compound 2,330.00 6,920.00 $ 9,250.00 | Actual Cost  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
8" turbine 2,210.00 5,025.00 $ 7,235.00 | Actual Cost  Actual Cost Actual Cost! Actual Cost Actual Cost Actual Cost
8" compound 2,330.00 6,920.00 $§ 9,250.00 | Actual Cost  Actual Cost Actual Cost! Actual Cost Actual Cost Actual Cost
10" turbine 2,210.00 5,025.00 $ 7,235.00 | Actual Cost  Actual Cost Actual Costi Actual Cost Actual Cost Actual Cost
10" compound 2,330.00 6,920.00 $ 9,250.00 | Actual Cost  Actual Cost Actual Cost Actual Cost Actual Cost Actuat Cost
Other Service Charges
Establishment $ 16.00 $ 32.00 $ 32.00
Guarantee Deposit (a) (a) (a)
Reconnection for Delinquency 16.00 32.00 32.00
Re-Establishment (b) (b) (b)
Service Call Out (c) (d) (d)
Retumed Check 25.00 (e} (e)
Meter Re-read (f) (9) (9)
Meter Test h) (h) )
Late Charge (i) {i) 0]

(a) Residential - maximum: Two(2) times average customer class bill.
Non-Residential-maximum: Two and one-half (21/2) times that customers
estimated maximum monthly bill.

(b) Eight (8) times the customer's monthiy minimum charge, or payment of
the minimums since disconnection, whichever is less.

(c) During regular working hours - No charge. After regular working hours,
on Saturdays, Sundays, or halidays - $35.00

(d) During regular working hours - $30.00. After regular working hours,
on Saturdays, Sundays, or holidays - $45.00

{e) No Change in rate. Change language to read "Returned payment for
insufficient funds.”

() No charge, if done during regular working hours, otherwise, a $35.00
service call out.

{g) $15.00 if done during regular working hours. After regular working hours,
on Saturdays, Sundays, or holidays - $45.00
{h) No charge for the first test; for the second test for the same customer
within any twelve (12) month period, $50.00, or actual time and material
whichever is greater.

(i} 1.5 percent after 15 days.




Arizona Water Company - Verde Valley (Sedona)

Docket No. W-01445A-12-0348

Test Year Ended December 31, 2011

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Schedule JMM-2

Present Proposed Dollar Percent
Company Proposed Gallons Rates Rates Increase Increase
Average Usage 8,751 S 3871 S 53.76 S 15.05 38.88%
Median Usage 5,230 31.96 4133 $ 9.37 29.31%
Staff Recommended
Average Usage 8,751 S 38.71 $ 48.77 S 10.06 25.99%
Median Usage 5,230 31.96 3697 $ 5.01 15.66%
Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter
Company Staff
Gallons Present Proposed % Recommended %
Consumption Rates Rates Increase Rates Increase
- S 23.10 $ 25.00 8.23% $ 23.50 1.73%
1,000 24.63 27.82 12.95% 25.50 3.53%
2,000 26.16 30.64 17.13% 27.50 5.11%
3,000 27.70 33.47 20.84% 29.50 6.52%
4,000 29.61 37.00 24.94% 32.85 10.94%
5,000 31.52 40.52 28.55% 36.20 14.83%
6,000 33.44 44.05 31.74% 39.55 18.27%
7,000 35.35 47.58 34.58% 42.90 21.34%
8,000 37.27 51.11 37.13% 46.25 24.10%
9,000 39.18 54.64 39.43% 49.60 26.58%
10,000 41.10 58.16 41.52% 52.95 28.84%
11,000 43.49 62.57 43.88% 57.18 31.48%
12,000 45.88 66.98 46.00% 61.41 33.85%
13,000 48.27 71.39 47.90% 65.64 35.98%
14,000 50.66 75.80 49.63% 69.87 37.91%
15,000 53.05 80.21 51.19% 74.10 39.67%
16,000 55.44 84.62 52.63% 78.33 41.28%
17,000 57.84 89.03 53.94% 82.56 42.75%
18,000 60.23 93.44 55.15% 86.79 44.11%
19,000 62.62 97.85 56.27% 91.02 45.36%
20,000 65.01 102.26 57.31% 95.25 46.52%
25,000 76.96 12431 61.52% 116.40 51.24%
30,000 88.92 146.36 64.60% 137.55 54.69%
35,000 100.87 168.41 66.96% 158.70 57.33%
40,000 112.83 190.46 ' 68.81% 179.85 59.40%
-45,000 124.78 212.51 70.31% 201.00 61.08%
50,000 136.74 234.56 71.54% 222.15 62.46%
75,000 196.51 344.81 75.47% 327.90 66.86% -
100,000 256.29 455.06 77.56% 433.65 69.20%



Arizona Water Company - Verde Vailey (Pinewood, Rimrock) Rate Design
Docket No. W-01445A-12-0348
Test Year Ended December 31, 2611
Company Staff
Monthly Usage Charge Present Proposed Rates Recommended Rates
Meter Size (Residertial Class):
5/8 x 3/4 Inch . $ 23.10 $ 25.00 $ 2350
1 Inch 57.78 62.50 58.75
1142 Inch N/A 125.00 117.50
2Inch 184.81 200.00 188.00
3Inch 369.62 400.00 376.00
4 Inch 577.54 625.00 587.50
8 Inch 1,185.07 1,250.00 1,175.00
8inch 1,848.12 2,000.00 1,880.00
10inch 2,656.67 2,875.00 - 2,702.50
Meter Size (Commercial, industrial, Construction, and Saie for Ri )
5/8 x 3/4 Inch $ 23.10 $ 30.00 $ 25.00
1 Inch 57.75 75.00 62.50
1142 Inch N/A 150.00 125.00
21inch 184.81 240.00 200.00
3inch 369.62 480.00 400.00
4 Inch 577.54 750.00 625.00
6 Inch 1,155.07 1,500.00 1,250.00
8inch 1,848.12 2,400.00 2,000.00
10 Inch 2,656.67 3.450.00 2,875.00
Private Fires $ 25.89 $ 30.50 $ 30.50
Public Fire Hydrants N/A N/A N/A
Coin Machine (Gallons per Quarter) N/A NIA N/A
Commodity Charge - Per 1,000 Gallons
5/8" x 34" Meter (Residential)
First 3,000 gallons $ 3.3891 $ 2.8224 2.0000
3,001 to 10,000 gallons 4.2361 3.5280 3.3500
Over 10,000 gallons 5.2954 4.4100 4.2300
5/8" x 34" Meter (Comimercial and Construction)
First 10,000 gallons 4.2361 3.5280 3.3500
Over 10,000 gallons 5.2954 4.4100 4.2300
First 10,000 gallons N/A N/A 3.3500
Over 10,000 galions N/A N/A 4.2300
17 Meter (Residential, Commercial and Construction)
First 10,000 gallons 42361 N/A N/A
QOver 10,000 gallons 5.2954 N/A N/A
First 40,000 gallons N/A 3.5280 3.3500
Over 40,000 gallons NA 4.4100 4.2300
1 12" Meter (Residential. Commercial and Construction)
First 75,000 gallons N/A 3.5280 3.3500
Over 75,000 gallons N/A 4.4100 4.2300
2" Meter (Residential, Commercial and Construction)
First 125,000 gallons 4.2361 3.5280 3.3500
Over 126,000 gallons 5.2954 4.4100 4.2300
3" Meter (Residential, Com jal and Construction
First 298,000 gallons 4.2361 N/A N/A
Over 298,000 gallons 5.2054 N/A N/A
First 300,000 galions N/A 3.5280 3.3500
Qver 300,000 gallons N/A 44100 4.2300
4" Meter (Residential, Commercial and Construction]
First 463,000 gailons 4.2361 N/A NiA
Qver 493,000 gallons 5.2054 N/A N/A
First 500,000 gailons N/A 3.5280 3.3500
Qver 500,000 gallons N/A 4.4100 4.2300
6" Meter (Residential, Commercial and Construction]
First 925,000 gallons 4.2361 N/A N/A
Over 925,000 gallons 5.2954 NIA N/A
First 1,000,000 gallons N/A 3.5280 3.3500
Over 1,000,000 gallons NA | 4.4100 42300
8" Meter (Residential, Commercial and Construction)
First 1,500,000 gallons 4.2361 3.5280 3.3500
Over 1,500,000 gallons 5.2954 44100 4.2300
10" Meter (Residential, mercial and Construction)
First 2,262,000 gallons 4.2361 N/A NA
Over 2,262,000 gailons 5.2954 N/A NA
First 2,300,000 gailons. N/A 3.5280 3.3500
Over 2,300,000 gailons N/A 4.4100 4.2300
Al Sizes {Industrial
All Gallons 1.6801 - 3.5280 3.3500
All Meter Sizes (Sales for Resale)
All Usage 2.2489 3.5280 3.3500

Schedule IMM-1
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Arizona Water Company - Verde Valley {Pinewood, Rimrock) Rate Design

Docket No. W-01445A-12-0348

Test Year Ended December 31, 2011
Service and Meter Installation Charges

Present Total Present Proposed Proposed Total Proposed | Recommended | Recommended Total
Service Line | Present Meter]| Charge Seivice Line Meter Charge ServiceLine | Meter Insallation | Recommended

5/8-inch $ 44500 S 155.00 § 60000 $§ 44500 $ 15500 $ 600.00 | $ 44500 $ 155.00 § 600.00
1-inch 495.00 315.00 $ 810.00 495.00 315.00 810.00 485.00 315.00 810.00
2" turbine 830.00 1,045.00 $ 1,875.00 830.00 1,045.00 1,875.00 830.00 1,045.00 1,875.00
2" compound 830.00 1,890.00 $ 2,720.00 830.00 1,890.00 2,720.00 830.00 1,890.00 2,720.00
3" turbine 1,045.00 1,67000 $ 2,715.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actuai Cost
3" compound 1,165.00 254500 $ 3,710.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
4" turbine 1,490.00 267000 $ 4,160.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
4" compound 1,670.00 3,645.00 $ 5,315.00 | Actual Cost Actual Cost Actual Cost; Actual Cost Actual Cost Actual Cost
6" turbine 2,210.00 5025.00 $ 7,235.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
6" compound 2,330.00 6,920.00 $ 9,260.00 |  Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
8" turbine 2,210.00 5,025.00 $ 7,235.00 | Actual Cost Actual Cost Actual Cost} - Actual Cost Actual Cost Actual Cost
8" compound 2,330.00 6,920.00 § 9,250.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
10" turbine 2,210.00 502500 $ 7,235.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
10" compound 2,330.00 6,920.00 $ 9,250.00 | Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost Actual Cost
Other Service Charges.
Estabiishment $ 16.00 $ 32.00 $ 32.00
Guarartee Deposit {a) (a) (a)
Reconnection for Delinquency 16.00 32.00 32.00
Re-Establishment {b) () (b)
Service Call Out (© (d) (d)
Returned Check 25.00 (e) (e)
Meter Re-read 0 (9) (9)
Meter Test (h) (h) ()
Late Charge 0] 0] [0}

{(a) Residential - maximum: Two(2) times average customer class biil.
Non-Residential-maximum: Two and one-half (21/2) times that customers
estimated maximum monthly bill.

(b) Eight (8) times the customer's monthly minimum charge, or payment of
the minil since di D D is less.

(c) During regular working hours - No charge. After regular working hours,
on Saturdays, Sundays, or holidays - $35.00

(d) Dusing regular working hours - $30.00. After regular working hours,
on Saturdays, Sundays, or holidays - $45.00

(e) No Change in rate. Change language to read "Returned payment for
insufficient funds.”
(f) No charge, if done during regular working hours, otherwise, a $35.00
service call out.
(g) $15.00 i done during regular working hours. After regular working hours,
on Saturdays, Sundays, or holidays - $45.00
(h) No charge for the first test; for the second test for the same customer
within any tweive (12) month period, $50.00, or actual time and material
whichever is grester.

(i) 1.5 percent after 15 days.

Schedule JIMM-1
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Arizona Water Company - Verde Valley {Pinewood, Rimrock)

Docket No. W-01445A-12-0348
Test Year Ended December 31

, 2011

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Schedule JMM-2

Present Proposed Dollar Percent
Company Proposed Gallons Rates Rates Increase Increase
Average Usage 3,036 S : 3342 § 33.59 $ 0.17 0.52%
Median Usage 1,215 27.22 28.43 $ 1.21 4.45%
Staff Recommended
Average Usage 3,036 S 3342 § 29.62 $ (3.80) -11.37%
Median Usage 1,215 27.22 2593 § (1.29) -4.73%
Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter
Company Staff
Gallons Present Proposed % Recommended %
Consumption Rates Rates Increase Rates Increase
- S 23.10 S 25.00 8.23% $ 23.50 1.73%
1,000 26.49 27.82 5.03% 25.50 -3.73%
2,000 29.88 30.64 2.57% 27.50 -7.96%
3,000 33.27 33.47 0.60% 29.50 -11.32%
4,000 37.50 37.00 -1.36% 32.85 -12.41%
5,000 41.74 40.52 -2.91% 36.20 -13.27%
6,000 45.98 44.05 -4.19% 39.55 -13.98%
7,000 50.21 47.58 -5.24% 42.90 -14.56%
8,000 54.45 51.11 -6.14% 46.25 -15.06%
9,000 58.68 54.64 -6.90% 49.60 -15.48%
10,000 62.92 58.16 -7.56% 52.95 -15.85%
11,000 68.22 62.57 -8.27% 57.18 -16.18%
12,000 73.51 66.98 -8.88% 61.41 -16.46%
13,000 78.81 71.39 -9.41% 65.64 -16.71%
14,000 84.10 75.80 -9.87% 69.87 -16.92%
15,000 89.40 80.21 -10.27% 74.10 -17.11%
16,000 94.69 84.62 -10.63% 78.33 -17.28%
17,000 99.99 89.03 -10.96% 82.56 -17.43%
18,000 105.28 93.44 -11.25% 86.79 -17.57%
19,000 110.58 97.85 -11.51% 91.02 -17.69%
20,000 115.87 102.26 -11.75% 95.25 -17.80%
25,000 142.35 124.31 -12.67% 116.40 -18.23%
30,000 168.83 146.36 -13.31% 137.55 -18.53%
35,000 195.31 168.41 -13.77% 158.70 -18.74%
40,000 221.78 190.46 -14.12% 179.85 -18.91%
45,000 248.26 212.51 -14.40% 201.00 -19.04%
50,000 274.74 234.56 -14.62% 222.15 -19.14%
75,000 407.12 344.81 -15.30% 327.90 -19.46%
100,000 539.51 455.06 -15.65% 433.65 -19.62%



