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BOB STUMP - CHAIRMAN 
GARY PIERCE 
BRENDA BURNS 
BOB BURNS 
SUSAN BITTER SMITH 
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[N THE MATTER OF THE APPLICATION OF 
4RIZONA WATER COMPANY, AN ARIZONA 
ZORPORATION, FOR A DETERMINATION 
3F THE FAIR VALUE OF ITS UTILITY 
PLANT AND PROPERTY AND FOR 
4DJUSTMENTS TO ITS RATES AND 
ClHARGES FOR UTILITY SERVICE 
WRNISHED BY ITS NORTHERN GROUP 
4ND FOR CERTAIN RELATED APPROVALS. 

DOCKET NO. W-01445A- 12-0348 

STAFF’S NOTICE OF FILING 
SETTLEMENT AGREEMENT 

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

iehalf of the Signatory Parties of the Settlement Agreement (“Agreement”), files the Agreement in 

he above-referenced matter. 

RESPECTFULLY SUBMITTED this 1 gTH day of April ,201 3. 
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he foregoing filed this 15th day of 

)ocket Control 
Lrizona Corporation Commission 
200 West Washington Street 
hoenix, Arizona 85007 

April ,2013, with: 
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Attorneys, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
(602) 542-3402 
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Copy of the foregoing mailed this 
15th day of April ,2013, to: 

William M. Garfield, President and 
Chief Operating Officer 

ARIZONA WATER CO. 
P.O. Box 29006 
Phoenix, Arizona 85038-9006 

Steven A. Hirsch 
Stanley B. Lutz 
BRYAN CAVE, LLP 
Two North Central Avenue, Suite 2200 
Phoenix, Arizona 85004-4406 

Daniel W. Pozefsky 
Chief Counsel 
Residential Utility Consumer Office 
11 10 W. Washington Street, Suite 220 
Phoenix, Arizona 85007 
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SETTLEMENT AGREEMENT 

AND 

LIST OF SIGNATORY PARTIES 

The purpose of this Settlement Agreement (“Agreement”) is to settle identified disputed 
issues related to Docket No. W-01445A-12-0448, Arizona Water Company’s (“AWC” or 
“Company”) application to increase rates for its Northern Group of systems as identified in its 
August 1,2012 application. This Agreement is entered into by the following entities: 

Arizona Water Company (“AWC” or “Company”) 

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

These entities shall be referred to collectively as the “Signatory Parties.” 

737421.01 
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TERMS AND CONDITIONS 

In consideration of the promises and agreements contained in this Agreement, the 
Signatory Parties agree that the following numbered sections and subsections, including attached 
exhibits and schedules, comprise the Signatory Parties’ Agreement. 

1.0 RECITALS 

1.1 Docket No. W-O1445A-12-0348 was commenced by the filing of a rate 
application by AWC on August 1, 2012. AWC’s application (“Application”) requested a total 
proposed revenue increase of $2,829,777, or approximately 28.0%, and a Fair Value Rate Base 
(“FVREY’) of $36,045,843. 

1.2 Following a sufficiency finding by Staff docketed on August 30, 2012, the 
Residential Utility Consumer Office (“RUCO”) filed an Application to Intervene on September 
12,2012. 

1.3 The Administrative Law Judge granted the application to intervene filed by 
RUCO. No other persons or entities have intervened in this proceeding. 

1.4 The Administrative Law Judge scheduled an evidentiary hearing on the 
Application to commence on May 13,20 13. 

1.5 The parties’ litigation positions for hearing associated with the total proposed 
revenue increase and FVRB, together with the amount proposed in settlement by the Signatory 
Parties, are as follows: 

Revenue Increase % Increase FVRB 
Company $2,829,777 28.0 % $3 6,045,843 
Staff $1,923,874 18.8% $36,057,615 
RUCO $1,691,803 16.5% $34,755,533 

Settlement $2,240,329 21.8% $36,045,295 

1.6 Staff filed a notice of settlement discussions on March 13,2013, noting that AWC 
had approached Staff concerning the possibility of settling the issues in the Rate Case, and that 
Staff was providing notice that settlement discussions concerning the Rate Case might 
commence on or after March 19, 2013. The Signatory Parties and RUCO were notified of the 
settlement discussion process, were encouraged to participate in the negotiations, and were 
provided with an equal opportunity to participate. Pursuant to the notice of settlement 
discussions, formal settlement discussions between the Signatory Parties and RUCO began on 
March 19, 2013 at the Commission’s offices, and were concluded that same day, with a 
settlement reached on all issues in the Rate Case by the Signatory Parties. The Signatory Parties 
believe that the settlement reached between them addresses many of the issues in the Rate Case 
raised by RUCO, but not all such issues. 
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1.7 The Signatory Parties agree that the negotiation process undertaken in this matter 
was open, transparent and inclusive of all Signatory Parties and RUCO, with each such party 
having an equal opportunity to participate. All Signatory Parties and RUCO, including their 
counsel and principal witnesses and representatives, attended and actively participated in all 
phases of the settlement discussions. This Agreement is a result of those meetings and the 
Signatory Parties’ and RUCO’s good faith efforts to settle all of the issues presented in this Rate 
Case. A material consideration by AWC in compromising its positions in the Rate Case is the 
ability to quickly move its Application to final determination by the Commission, so that the new 
rates as set forth in this Agreement and ordered by the Commission may be implemented at the 
earliest possible date. To this end, the Signatory Parties agree to expedite their efforts in 
advancing this matter before the Commission consistent with the Procedural Orders made in the 
Rate Case and Commission Rules. 

1.8 The purpose of this Agreement is to settle all issues presented in the Rate Case in 
a manner that will promote the public interest, provide for a prompt resolution of the issues, and 
allow expeditious implementation of the new rates as ordered by the Commission. 

1.9 The Signatory Parties agree that the terms of this Agreement will serve the public 
interest by providing a just and reasonable resolution of the issues presented by the Rate Case, 
establishing just and reasonable rates for AWC’s customers, and promoting the health, welfare 
and safety of AWC’s customers. Commission approval of this Agreement will further serve the 
public interest by allowing the Signatory Parties to avoid the expense and delay associated with 
continued litigation. The Signatory Parties believe the provisions set forth in this Agreement 
address the issues raised by RUCO, except as to the negotiated rate of return on common equity, 
set forth in Section 3.0 below, as it relates to 1) the impact of the System Improvement Benefits 
(“SIB”) mechanism, and 2) the negotiated rate design’s incorporation of a declining usage 
adjustment . 

1.10 The Signatory Parties agree to ask the Commission to (1) find that the terms and 
conditions of this Agreement are just and reasonable and in the public interest, along with all 
other necessary findings, and (2) approve the Agreement and order that the Agreement and the 
rates contained therein shall become effective at the earliest practicable date. 

2.0 REVENUE REQUIREMENT, RATE BASE, INCOME STATEMENTS AND 
ADJUSTMENTS TO SAME 

2.1 
Parties agree that: 

For ratemaking purposes and for the purposes of this Agreement, the Signatory 

2.2 AWC will receive an annual increase in revenues of $2,240,329, for an annual 
revenue requirement of $12,496,939; 

2.3 The FVRB, which is determined based on the Original Cost Less Depreciation 
Rate Base for purposes of this Rate Case, is $36,045,295. 

2 
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2.4 The breakdown of test year revenues of the Northern Group among the Navajo 
(Lakeside and Overgaard) and Verde Valley (Sedona, Pinewood and Rimrock) systems is set 
forth in Schedule A-1 attached and incorporated into the Agreement by this reference. 

2.5 The breakdown of FVRB of the Northern Group among the Navajo (Lakeside and 
Overgaard) and Verde Valley (Sedona, Pinewood and Rimrock) systems is set forth in Schedule 
B-1 attached and incorporated into the Agreement by this reference. 

2.6 The Pro Forma Adjustments applicable to FVRB for the Northern Group and the 
breakdown of such adjustments among the Navajo (Lakeside and Overgaard) and Verde Valley 
(Sedona, Pinewood and Rimrock) systems and the Phoenix Office and Meter Shop are set forth 
in Schedule B-2, including its appendix attached, which are incorporated into the Agreement by 
this reference. 

2.7 The Adjusted Test Year Operating Income applicable to the Northern Group and 
the breakdown of same among the Navajo (Lakeside and Overgaard) and Verde Valley (Sedona, 
Pinewood and Rimrock) systems are set forth in Schedule C-1 attached and incorporated into the 
Agreement by this reference. 

2.8 The Income Statement Pro Forma Adjustments applicable to the Northern Group 
and the breakdown of such adjustments among the Navajo (Lakeside and Overgaard) and Verde 
Valley (Sedona, Pinewood and Rimrock) systems are set forth in Schedule C-2, including its 
appendix attached, which are incorporated into the Agreement by this reference. 

2.9 The computation of the Gross Revenue Conversion Factor applicable to the 
Northern Group and the breakdown of such factor among the Navajo (Lakeside and Overgaard) 
and Verde Valley (Sedona, Pinewood and Rimrock) systems are set forth in Schedule C-3 
attached and incorporated into the Agreement by this reference. 

3.0 COST OF CAPITAL 

3.1 For ratemaking purposes and for the purposes of this Agreement, the Signatory 
Parties agree that an appropriate return on common equity shall be 10.0%, an appropriate cost of 
long-term debt shall be 6.82%, and that a capital structure comprised of 48.9% long-term debt 
and 51.1% common equity shall be adopted, which equates to a weighted cost of debt of 3.33%, 
a weighted cost of common equity of 5.1 1 YO, and an overall Weighted Average Cost of Capital 
of 8.44%, as set forth in Schedule D-1 attached and incorporated into the Agreement by 
reference. 

4.0 RATE DESIGN 

4.1 
Parties agree that: 

For ratemaking purposes and for the purposes of this Agreement, the Signatory 

4.2 The summary of changes in representative rate schedules by customer 
classification for the Navajo (Lakeside and Overgaard) and Verde Valley (Sedona, Pinewood 
and Rimrock) systems are set forth in Schedule H-3 attached and incorporated into the 
Agreement by this reference. 
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4.3 The rate schedules for the Navajo (Lakeside and Overgaard) and Verde Valley 
(Sedona, Pinewood and Rimrock) systems set forth in Schedule H-3 attached and incorporated 
into the Agreement by this reference reflect certain post-Test Year declines in customer usage. 

4.4 The summary of a typical bill analysis, showing impact on bills from the 
settlement set forth in this Agreement for the Navajo (Lakeside and Overgaard) and Verde 
Valley (Sedona, Pinewood and Rimrock) systems is set forth in Schedule H-4 attached and 
incorporated into the Agreement by this reference. 

5 .O RATE CONSOLIDATION 

5.1 The Signatory Parties agree that AWC may complete the full consolidation of its 
Verde Valley (Sedona, Pinewood and Rimrock) system. 

6.0 SYSTEM IMPROVEMENT BENEFITS (“SIB”) MECHANISM 

6.1 Pursuant to the Commission’s directive, the Signatory Parties and RUCO 
participated in lengthy settlement discussions concerning a SIB Mechanism in AWC’s Eastern 
Group rate proceeding, Docket No. W-01445A- 1 1-03 10. Those discussions resulting in a 
Settlement Agreement being docketed in that proceeding on April 1, 2013, a copy of which is 
attached as Exhibit 1 and incorporated by reference (the “SIB Settlement”). In the SIB 
Settlement, the Signatory Parties agreed that the SIB mechanism discussed in the SIB Settlement 
may be used as a template in other proceedings. For ratemaking purposes and for the purposes 
of this Agreement, the Signatory Parties agree that the terms and conditions of the SIB 
Settlement as is ultimately approved by the Commission in Docket No. W-0 1445A- 1 1-3 10 shall 
be applicable to AWC’s Navajo (Lakeside, Pinetop Lakes, Overgaard and Forest Towne) and 
Verde Valley (Sedona, Valley Vista, Pinewood and Rimrock) public water systems, and that the 
SIB mechanism adopted in the SIB Settlement shall be available to those systems under the 
terms and conditions set forth in the SIB Settlement, adjusted as appropriate to reflect the 
specific projects eligible for SIB treatment in the Pinetop Lakes, Overgaard, Sedona, Pinewood, 
and Rimrock public water systems. The Signatory Parties agree that all factors incorporated into 
the SIB Settlement and its application to AWC’s Northern Group in this proceeding have been 
carefully considered in reaching settlement on the Cost of Capital, as set forth in Section 3.0 
above. 

7.0 OTHER SETTLEMENT ISSUES 

7.1 The Signatory Parties agree on AWC’s Off-Site Facilities Fee as proposed in its 
Application and on the Company’s Off-site Facilities Fee Tariff Schedule in the form set forth on 
Exhibit 2 attached and incorporated into the Agreement by this reference. 

7.2 The Signatory Parties agree that that an Arsenic Cost Recovery Mechanism 
(“ACRM”) is authorized for AWC’s Navajo and Verde Valley systems. 
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7.3 The Signatory Parties agree that AWC may defer its costs associated with 
implementing and performing its Commission approved Best Management Practices for recovery 
in a future general rate case, and that AWC should record such deferral of costs. 

8.0 COMMISSION EVALUATION OF PROPOSED SETTLEMENT 

8.1 This Agreement shall serve as a procedural device by which the Signatory Parties 
will submit their proposed settlement of AWC’s Rate Case Docket No. W-O1445A-12-0348 to 
the Commission. 

8.2 All currently-filed testimony and exhibits, as well as the testimony in support of 
this Agreement anticipated by the Commission’s September 19, 2012 and February 14, 2013 
Procedural Orders, shall be offered into the Commission’s record as evidence. 

8.3 The Signatory Parties recognize that the Commission will independently consider 
and evaluate the terms of this Agreement. 

8.4 If the Commission issues an order adopting all material terms of this Agreement, 
such action shall constitute Commission approval of the Agreement. Thereafter, the Signatory 
Parties shall abide by the terms as approved by the Commission. 

8.5 The Signatory Parties agree to support and defend this Agreement, including 
filing testimony in support of the Agreement and presenting evidence in support of the 
Agreement at the hearing scheduled to begin on May 13, 2013, and will not oppose any 
provision of the Agreement in pre-filed or live testimony. The Signatory Parties agree to waive 
their rights to appeal a Commission Decision approving the same, provided that the Commission 
approves all material provisions of the Agreement. The Signatory Parties shall take reasonable 
steps to expedite consideration of the settlement, entry of a Decision adopting the settlement, and 
implementation of the rates anticipated in this Agreement and shall not seek any delay in the 
schedules set for consideration of the Agreement or for the Administrative Law Judge’s or 
Commission’s consideration of the settlement embodied in the Agreement. If the Commission 
adopts an order approving all material terms of this Agreement, the Signatory Parties will 
support and defend the Commission’s order before any court or regulatory agency in which it 
may be at issue. 

8.6 Consistent with any order of the Commission, AWC shall file compliance tariffs 
for Staff review and approval. Such compliance tariffs, however, will become effective upon the 
effective date of the rate increase stated in the Commission’s Order. 

8.7 If the Commission fails to issue an order adopting all material terms of this 
Agreement or adds new or different material terms to this Agreement or decides any issue or 
adopts any position in conflict with any material term of this Agreement, any or all of the 
Signatory Parties may withdraw from this Agreement, and such Signatory Party or Parties may 
pursue without prejudice their respective remedies at law. For the purposes of this Agreement, 
whether a term is material shall be left to the discretion of the Signatory Party choosing to 
withdraw from the Agreement. If AWC files an application for rehearing before the 
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Commission, Staff shall not be obligated to file any document or take any position regarding 
AWC’s application for rehearing. 

8.8 The Signatory parties recognize that Staff does not have the power to bind the 
Commission. For purposes of proposing a settlement agreement, Staff acts in the same manner 
as any party to a Commission proceeding. 

9.0 MISCELLANEOUS PROVISIONS 

9.1 The provisions set forth in the Agreement are made for purposes of compromised 
settlement only and shall not be construed as admissions against interest or waivers of litigation 
positions of the Signatory Parties in this Rate Case or related to other or future rate cases. 

9.2 This Agreement represents the Signatory Parties’ mutual desire to compromise 
and settle disputed issues in a manner consistent with the public interest. None of the positions 
taken in this Agreement by any of the Signatory Parties may be referred to, cited, or relied upon 
as precedent in any proceeding before the Commission, any other regulatory agency, or any court 
for any purpose except in furtherance of this Agreement. 

9.3 This case presents a unique set of circumstances and compromises to achieve 
consensus for settlement, participants may be accepting positions that, in other circumstances, 
they would be unwilling to accept. They are doing so because the Agreement, as a whole, with 
its various provisions for settling the unique issues presented by this case, is consistent with their 
long-term interests and with the broad public interest. The acceptance by any Signatory Party of 
a specific element of this Agreement shall not be considered as precedent for acceptance of that 
element in any other context. 

9.4 No Signatory Party is bound by any position asserted in negotiations, except as 
expressly stated otherwise in this Agreement. No Signatory Party shall offer evidence of 
conduct or statements made in the course of negotiating this Agreement before this Commission, 
or any other regulatory agency, or any court. 

9.5 Each of the terms and conditions of the Agreement is in consideration and support 
of all other terms. Accordingly, the terms are not severable. 

9.6 The Signatory Parties warrant and represent that each person whose signature 
appears below is hlly authorized and empowered to execute this Agreement. 

9.7 The Signatory Parties acknowledge that they are represented by competent legal 
counsel and that they understand all of the terms of this Agreement and have had an opportunity 
to participate in the drafting of this Agreement and to fully review it with their counsel before 
signing, and that they execute this Agreement with full knowledge of the terms of the 
Agreement. 

9.8 This Agreement may be executed in any number of counterparts and by each 
individual Signatory Party on separate counterparts, each of which when so executed and 
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* Executed this 15 day of April, 201 3. 

ARIZONA WATER COMPANY 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

By: 
Name: 
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delivered shall be deemed an original and all of which taken together shall constitute one and the 
same instrument. This Agreement may also be executed electronically or by facsimile. 

9.9 To the extent any provision of this Agreement is inconsistent with any existing 
Commission order, rule or regulation, this Agreement shall control. 

Executed this day of April, 20 13. 

ARIZONA WATER COMPANY 

By: 
Name: 
Its: 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

By: 
Name: 

7 
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FRIZONA WATER COMPANY 

PHASE 2--EASTERN GROUP GENERAL RATE CASE 

SETTLEMENT AGREEMENT 
REGARDING DISTRIBUTION SYSTEM IMPROVEMENT CHARGE (‘‘DSIC”) 

AND OTHER DSIC-LIKE PROPOSALS 

Docket No. W-01445A-11-0310 
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SETTLEMENT AGREEMENT ON DSIC AND DSIC-LIKE PROPOSALS 
AND 

LIST OF SIGNATORY PARTIES 

The purpose of this Settlement Agreement (“Agreement”) is to settle specific, identified 
remaining issues related to Phase 2 of Docket No. W-O1445A-11-0310, Arizona Water 
Company’s (“AWC” or “Company”) application to increase rates for its Eastern Group of 
systems as identified in its August 5 ,  201 1 application (“Rate Case”). These remaining issues 
relate to a DSIC proposal presented by AWC in the Rate Case and the parties’ responses to that 
proposal, including presentation of DSIC-like proposals. This Agreement is entered into by the 
following entities: 

Arizona Water Company 

Arizona Corporation Commission Utilities Division (“Staff) 
... 

Global Water - Palo Verde Utilities Company, Global Water - Santa Cruz Water Company, 
Valencia Water Company- Town Division, Valencia Water Company - Greater Buckeye 

Division, Water Utility of Greater Tonopah, Willow Valley Water Co. and Water Utility of 
Northern Scottsdale (collectively the “Global Utilities”) 

EPCOR Water Arizona Inc. 

Rio Rico Utilities, Inc. dba Liberty Utilities (“Liberty Utilities”) 

The Water Utility Association of Arizona (“WUAA”) 

Arizona Investment Council (“AIC”) 

These entities shall be referred to collectively as the “Signatory Parties.” 
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TERMS AND CONDITIONS 

In consideration of the promises and agreements contained in this Agreement, the 
Signatory Parties agree that the following numbered sections and subsections, including attached 
exhibits and schedules, comprise the Signatory Parties’ Agreement. 

1.0 RECITALS 

1.1 Docket No. W-01445A-11-0310 was conmenced by the filing of a rate 
application by AWC on August 5 ,  201 1. AWC’s application (“Application”), among other 
relief, proposed that the Arizona Corporation Commission (“ACC” or ‘Commission’’) adopt a 
Distribution System Improvement Charge (“DSIC”). 

1.2 Following a sufficiency fmding by Staff on September 6 ,  201 1, RUCO filed an 
Application to Intervene on September 14,201 1. Kathie Wyatt filed an Application to Intervene 
on October 20,201 1. 

1.3 The Administrative Law Judge granted the applications to intervene filed by 
RUCO and Kathie Wyatt. No other persons or entities intervened in the Rate Case or 
participated in the proceedings until after the Commission entered its Decision No. 73736 on 
February 20,20 13. 

1.4 The Administrative Law Judge scheduled an evidentiary hearing on the 
Application to commence on May 14, 2012. The etridentiary hearing closed on May 24,2012. 
Testimony and exhibits were presented by AWC, RUCO, and S&. Kathie Wyatt did not 
appear. 

1.5 Following post-hearing briefing, the Administrative Law Judge issued a 
Recommended Opinion and Order C‘RO”’) on January 30, 2013. AWC and RUCO filed 
exceptions to the ROO and S t f i  responded to AWC’s exceptions. In addition, amendments to 
the ROO were presented at the Open Meeting at which the Commission considered the ROO on 
February 12, 2013, At the Open Meeting on that date, the Commission voted 5-0 to adopt 
Decision No. 73736, and reopened intervention for the limited purpose of discussing AWC’s 
DSIC proposal, other DSIC-like proposals, and the possibility of achieving a Settlement or 
compromise on the two. On February 21, 2013, the Administrative Law Judge issued a 
Procedural Order setting forth a schedule for the determination of the remaining issues in Phase 
2 of the Rate Case (the “Phase 2 Proceedings”). 

1.6 The Global Utilities, EPCOR Water Arizona Inc., Liberty Utilities, WUAA, 
Arizona Investment Council and the City of Globe moved to intervene and were granted 
intervention in the Phase 2 Proceedings. Staff filed a notice of settlement discussions on 
February 2 1,20 13, setting settlement discussions in the Phase 2 Proceedings for March 4,20 13. 
The Signatory Parties and Kathie Wyatt were notified of the settlement discussion process, were 
encouraged to participate in the negotiations, and were provided with an equal opportunity to 
participate. Formal settlement discussions between the Signatory Parties began on the scheduled 
date of March 4,2013. Kathie Wyatt did not appear or participate. A settlement was reached on 
all issues in the Phase 2 Proceedings by the participating Signatory Parties. 
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1.7 The Signatory Parties agree that the negotiation 
was open, transparent and inclusive of all Signatory Parties, 

process undertaken in this matter 
with each such party having an 

equal opportunity to participate. All Signatory Parties attended and actively participated in the 
settlement discussions. This Agreement is a result of those meetings and the Signatory Parties’ 
good faith efforts to settle all of the issues presented in the Phase 2 Proceedings. 

1.8 The purpose of this Agreement is to document the settlement of all issues 
presented in the Phase 2 Proceedings in a manner that will promote the public interest and 
provide for a prompt resolution of the issues on the schedule ordered by the Comission. 

1.9 The Signatory Parties agree that the terms of this Agreement will serve the public 
interest by providing a just and reasonable resolution of the issues presented in the Phase 2 
Proceedings and promoting the health, welfare and safety of customers. Commission approval 
of this Agreement will further serve the public interest by allowing the Signatory Parties to avoid 
the expense and delay associated with continued litigation of the Phase 2 Proceedings, 

1.10 The Signatory Parties agree to ask the Commission to (I)  fmd that the terms and 
conditions of t h ~ s  Agreement are just and reasonable and in the public interest, along with all 
other necessary findings, and (2) approve the Agreement and order that the Agreement and the 
System Improvement Benefits (“SIB”) mechanism contained herein shall become effective at the 
earliest practicable date. 

2.0 SYSTEM IMPROVEMENT BENEFITS  SIB^') MECHANISM 

2.1 It is necessary for AWC to undertake a variety of system improvements in order 
to maintain adequate and reliable service to existing customers. AWG is also required to 
complete certain system improvements in order to comply with requirements imposed by law. 
The Signatory Parties acknowledge that these projects are necessary to provide proper, adequate 
and reliable service to existing customers; are not designed to serve or promote customer growth; 
and will not comprise an upgrade or expansion of existing plant unless justified for existing 
customers per Section 6.3.3. 

2.2 Both the cost of these projects and the timing of their proposed completion and 
other factors set forth in the record create a circumstance for AWC that justifies the 
implementation of a SIB mechanism. 
, 

2.3 For ratemaking purposes and for the purposes of this Agreement, the Signatory 
Parties agree that the Commission may authorize a SIB mechanism for AWC in Docket W- 
01 455A-11-03 10. The SIB mechanism is a ratemaking device designed to provide for the timely 
recovery of the capital costs (depreciation expense and pre-tax r e m  on investment) associated 
with distribution system improvement projects meeting the requirements contained herein and 
that have been compIeted and placed in service and where costs have not been included for 
recovery in Decision No. 73736. 

2.4 A list of these projects and an estimation of the capital costs of each is set forth in 
SIB Plant Table I, attached hereto as Exhibit A 
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2.5 AWC may seek a SIB surcharge for projects on SIB Plant Table I that have been 
completed and placed into service, per SIB Plant Table I1 (Exhibit C). I 

3.0 CALCULATION OF AMOUNTS TO BE COLLECTED BY THE SIB 
SURCHARGE 

3.1 The amount to be collected by the SIB surcharge (“SIB Authorized Revenue”) 
shall be equal to the SIB revenue requirement minus the SIB efficiency credit. 

3.2 The SIB revenue requirement is equal to the required pre-tax return on investment 
and depreciation expense associated with SIB-eligible projects that have been completed and 
placed into service, per SIB Plant Table I1 (Exhibit C), net of associated retirements. For such 
calculation: 

3.2.1 The required rate of return is equal to the overall rate of return authorized 
in Decision No. 73736. 

3.2.2 The gross revenue conversion factodtax multiplier is equal to the gross 
revenue conversion factodtax multiplier approved in Decision No. 73736 and; 

3.2.3 The applicable depreciation rate(s) is equai to the depreciation ratefs) 
approved in Decision No. 73736. 

3.3 The SIB Efficiency Credit shall be equal to five percent of the SIB revenue 
requirement. 

3.4 The amount to be collected by each SIB surcharge fling shall be capped annually 
at five percent of the revenue requirement authorized in Decision No. 73736. 

4.0 TIMING AND FREQUENCY OF SIB FILINGS 

4.1 
Parties agree that: 

For ratemaking purposes and for purposes of this Agreement, the Signatory 

4.2 AWC may make its initial SIB surcharge filing no earlier than twelve months 
after the entry of Decision No. 73736. 

4.3 Any subsequent SIB surcharge filings shall be made within sixty (60) days of the 
end of the previous-twelve (12)-month SIB surcharge period. 

4.4 AWC may make no more than one (1) SIB surcharge filing every twelve (12) 
months. 

4.5 
decisions. 

AWC is permitted no more than five (5) SIB surcharge filings between rate case 

5 



4.6 Unless otherwise authorized by the Commission, AWC (Eastern Group) shall be 
required to file its next general rate case no later than August 3 1 , 201 6 with a test year ending no 
later than December 3 1,20 1 5 .  

4.7 Any SIB surcharges that are in effect shall be reset to zero upon the date new rates 
become effective in AWC’s next general rate case. 

4.8 Every six (6) months AWC shall file a report with Docket Control delineating the 
status of all SIB eligible projects listed per SIB Plant Table I above, and may include 
modifications to that list for approval by the Commission using the process referenced in Section 
6.0. 

4.9 AWC shall make an annual SIB surcharge filing to true-up its collections under 
the SIB surcharge and establish the surcharge for the new surcharge period. A new SIB 
surcharge may be combined with an existing SIB surcharge such that a single SIB surcharge and 
SIB efficiency credit are shown on a customer’s bill. 

5.0 RECONCILIATION AND TRUE-UPS 

5.1 The revenue collected by the SIB surcharge over the-preceding twelve months 
shall be trued-up and reconciled with the SIB Authorized Revenue for that period. 

5.2 For each twelve (12) month period that a SIB surcharge is in effect, AWC shall 
reconcile the amounts collected by the SIB surcharge With the SIB Authorized Revenue, for that 
twelve (12)-month period, consistent with Schedule B, attached hereto as Exhibit B. 

5.3 Any under- or over-collected SIB revenues shall be recovered or refunded, 
without interest, over a twelve-month period by means of a fixed monthly true-up surcharge or 
credit. 

5.4 Starting with the second annual SIB surcharge, where there are ovdunder- 
collected balances related to the previous annual SIB surcharge, such ovedunder-collected 
balances shall be carried over to the next year, and capped to the extent annual revenues do not 
exceed the five percent cap. If, after the five year period there remains an over/under-collected 
balance, such balance shall be reset to zero, and any ovedunder-collected balance shall be 
addressed in the Company’s next rate case for the Eastern Group. 

6.0 ADDING PROJECTS TO SIB PLANT TABLE I 

6.1 For ratemaking purposes and for purposes of this Agreement, the Signatory 
Parties agree that AWC, during the period to which the SIB applies, may request Commission 
authorization to modifj or add other projects to SIB Plant Table I. Such additional projects may 
be added to SIB Plant Table I if they satisfy the criteria set forth in Paragraphs 6.2,6.3, and 6.4. 
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6.2 To be eligible for SIB recovery, an asset must be utility plant investment that 
represents expenditures made by the Company to maintain or improve existing customer service 
and system reliability, integrity and safety. Eligible plant additions are limited to replacement 
projects. The costs of extending facilities or capacity to serve new customers are not recoverable 
through the SIB mechanism. 

6.3 To be eligible for SIB recovery, a project must be a distribution system 
improvement that satisfies at least one of the following criteria: 

6.3.1 Water loss for the system exceeds ten (10) percent, as calculated by the 
following formula: 

6.3.1.1 ((Volume of Water Produced - (Volume of Water Sold + 
Volume of Water Put to Beneficial Use))/(Volume of Water Produced)). If the Volume of Water 
Put to Beneficial Use is not metered, it shall be established in a reliable, verifiable manner; 

6.3.2 Water Utility plant assets have remained in service beyond their useful 
service lives @ s e d  on that system’s authorized utility plant depreciation rates) and are in need 
of replacement due to being worn out or in a deteriorating condition through no fault of the 
Company; 

6.3.3 Any othex engineering, operational or financial justification supporting 
the need for a plant asset replacement, other than AWC’s negligence or improper maintenance, 
including, but not limited to: 

6.3.3.1 A documented increasing level of repairs to, or failures of, a 
plant asset justifying its replacement prior to reaching the end of its useful service iife (e.g. black 
poly Pipe); 

6.3.3.2 Meter replacements for systems that have implemented a meter 
testing and maintenance prograni in compliance with A.A.C. R14-2-408 (E); 

6.3.3.3 Meters replaced in a system for the purpose of complying with 
the US. Environmental Protection Agency’s Reduction of Lead in Drinking Water Act of 2010; 
and 

6.3.3.4 Assets that are required to be moved, replaced or abandoned by 
a governmental agency or political subdivision if AWC can show that it has made a good faith 
effort to seek reimbursement for all or part of the costs incurred. 

6.4 To be eligible for SUB treatment, a project must be a distribution system 
improvement with assets to be classified in the following plant categories: 

6.4.1 Transmission and Distribution Mains; 

6.4.2 Fire Mains; 
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6.4.3 Services, including Service Connections; 

6.4.4 Valves and Valve Structures; 

6.4.5 Meters and Meter Installations; 

6.4.6 Hydrants 

6.5 With a request to modify or add projects to SIB Plant Table I, AWC shall provide 
a proposed order for Commission consideration. Staff and RUCO shall have 30 days to object to 
the projects AWC is seeking to include in its revised SIB Plant Table I. Staff shdl promptly 
process AWC’s request and shall docket any Staff recommendations to the Commission within 
thirty days after AWC has filed its request. If there is no objection to AWC’s request, that 
request shall be placed on an open meeting agenda at the earliest practical date. 

7.0 SIB SURCHARGE FILING REQUrlREMENTS 

7.1 For ratemaking purposes and for all purposes of this Agreement, the Signatory 
Parties agree that AWC shall include the following information with each SIB surcharge filing: 

, 

7.1.1 A schedule (an example of which is attached hereto as Exhibit C, SIB 
Plant Table 11) showing the SIB eligible projects completed for which AWC seeks cost recovery. 
Such projects must 1) be projects set forth in AWC’s initial SIB Plant Table I or have been added 
to said SIB Plant Table I pursuant to Section 6.0 of this agreement; 2) have been completed by 
AWC; and 3) be actually serving customers. 

7.1.2 SIB Schedule A (an example of which is attached hereto as Exhibit D), 
showing a calculation of the SIB revenue requirement and SIB eficiency credit, as well as the 
individual SIB fixed surcharge calculation; 

7.1.3 SIB Schedule B (an example of which is attached hereto as Exhibit B), 
showing the overall SIB revenue trwe-up calculation for the prior twelve-month SIB surcharge 
period, as well as the individual SIB fixed true-up surcharge or credit calculation; 

7.1.4 SIB Schedule C (an example of which is attached hereto as Exhibit E) 
showing the effect of the SIB surcharge on a typical residential customer bill; 

7.1.5 SIB Plant Table 11, summarizing SIB-eligible projects completed and 
included in the current SIB surcharge filing. 

7.1.6 SIB Plant Table I (an example of which is attached hereto as Exhibit A), 
summarizing SIB-eligible projects contemplated for the next twelve (12)-month SIB surcharge 
period. 
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7.1.7 SIB Schedule D (an example of which is attached as Exhibit F) showing 
an analysis of the impact of the SIB Plant on the fair value rate base, revenue, and the fair value 
rate of return as set forth in Decision No. 73736. 

7.1.8 A proposed order for the Commission's consideration. 

7.2 At least 30 days prior to the SIB surcharge becoming effective, AWC shall 
provide public notice in the form of a billing insert or customer letter which iiicludes the 
following information: 

7.2.1 The individual SIB surcharge amount, by meter size; 

7.2.2 The individual SIB efficiency credit, by meter size; 

7.2.3 Any individual SIB true-up surcharge or credit, by meter size; and 

7.2.4 A summary of the projects included in the current SIB surcharge filing, 
including a description of each project and its cost. 

8.0 RATE DESIGN 

8.1 The SIB fixed surcharge/rate design shall be calculated as follows: 

8.1.1 The SIB surcharge shall be a fixed monthly surcharge containing a SIB 
fixed surcharge and the SIB efficiency credit as its two components. 

8.1.2 The SIB surcharge shall be calculated by dividing the overall SIB revenue 
requirement by the number of 5/8-inch equivalent meters serving active customers at the end of 
the most recent twelve (12) month period, and shall increase with meter size based on the 
following meter capacity multipliers: 

8.1.2.1 5/8-inch x %-inch 1.0 times 

8.1.2.2 1 -inch 

8.1.2.3 1 %-inch 

8.1.2.4 2-inch 

8.1.2.5 3-inch 

8.1.2.6 4-inch 

2.5 times 

5 times 

8 times 

16 times 

25 times 
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8.1.2.7 6-inch 50 times 

8.1.2.8 8-inch 80 times 

8.1.2.9 10-inch & above 115 times 

8.2 The SIB surcharge shall apply to all of AWC’s metered general service 
customers, including private fire service customers, 

9.0 SIB SURCHARGE IMPLEMENTATION 

9.1 
Parties agree that: 

For ratemaking puposes and for all purposes of this Agreement, the Signatory 

9.2 AWC’s SIB surcharges and SLB true-up surcharges/credits shall not become 
effective unless approved by the Commission. 

9.3 AWC shall provide a proposed order with each SIB surcharge filing for the 
Commission’s consideration. 

9.4 Staff and RUCO shall have thirty (30) days from the date a SIB surcharge filing is 
made by AWC to review the amount of the SIB surcharge or SIB tme-up surcharge or credit, and 
dispute and/or file a request for the Commission to alter the SIB surcharge or SIB true-up 
surchargekredit. If no objection is filed to AWC’s request within the thirty-day timeframe, the 
request shall be placed on an open meeting agenda at the earliest practicable date. 

10.0 COMMISSION REVIEW OF SIB MECHANISM 

10.1 For ratemaking purposes and for all purposes of this Agreement, the Signatory 
Parties agree that the Commission may determine that good cause exists to suspend, terminate or 
modify AWC’s SIB mechanism, after the affected parties are afforded due process and an 
opportunity to be heard prior to any suspension, termination, or modification of the SIB 
mechanism. 

, 

10.2 The Signatory Parties agree that, although the SIB mechanism discussed in this 
agreement may be used as a template in other rate proceedings, it is specific to AWC in Docket 
W-Ol455A-11-03 10. The Signatory Parties further agree that Staff may recommend and/or that 
any utility may apply to the Commission for a similar SIB mechanism for projects meeting the 
criteria outlined herein in a full rate case application. 

11.0 COMMISSION EVALUATION OF PROPOSED SETTLEMENT 
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11.1 This Agreement shall serve as the procedural device by which the Signatory 
Parties will submit their proposed .settlement of the Phase 2 Rate Proceeding to the Commission. 
Nothing herein is intended to amend or supersede Decision No. 73736, which Decision is final in 
every respect. 

11.2 All currently-filed testimony and exhibits, a s  well as the testiinony in support of 
this Agreement anticipated by the Commission’s February 21, 2013 Procedural Order, shall be 
offered into the Commission’s record as evidence. All Signatory Parties waive the filing and 
submission of surrebuttal testimony and exhibits from Staff and Intervenors, and the filing and 
submission of rejoinder testimony and exhibits from AWC. 

11.3 The Signatory Parties recognize that the Commission will independently consider 
and evaluate the terms of this Agreement. 

11.4 If the Commission issues an order adopting all material terms of this Agreement, 
such action shall constitute Commission approval of the Agreement. Thereafter, the Signatory 
Parries shall abide by the terms of this Agreement, as approved by the Commission, 

1€.5 The Signatory Parties agree to support and defend this Agreement, including 
filing testimony in support of the Agreement and presenting evidence in support of the 
Agreement at the hearing in the Phase 2 Proceedings scheduled to begin on April 8, 2013, and 
will not oppose any provision of the Agreement in pre-filed or live testimony. The parties agree 
to waive their rights to appeal a Commission Decision approving the same, provided that the 
Cormnission approves all material provisions of the Agreement. The Signatory Parties shall take 
reasonable steps to expedite consideration of the settlement, entry of a Decision adopting the 
settlement, and implementation of the mechanism anticipated in this Agreement, and shall not 
seek any delay in the schedules set for consideration of the Agreement or for the Administrative 
Law Judge’s or Commission’s consideration of the settlement embodied in the Agreement. If 
the Commission adopts an order approving all material terms of this Agreement, the Signatory 
Parties will support and defend the Commission’s order before any court or regulatory agency in 
which it may be at issue. 

11.6 If the Commission fails to issue an order adopting all material terms of this 
Agreement or adds new or different material terms to this Agreement, any or all of the Signatory 
Parties may withdraw from this Agreement, and such Signatory Party or Parties may pursue 
without prejudice their respective remedies at law. For the purposes of this Agreement, whether 
a term is material shall be left to the discretion of the Signatory Party choosing to withdraw from 
the Agreement. If a Signatory Party files an application for rehearing before the Commission, 
Staff shall not be obligated to file any document or take any position regarding the withdrawing 
Signatory Party’s application for rehearing. 

11.7 The Signatory parties recognize that Staff does not have the power to bind the 
Commission. For purposes of proposing a settlement agreement, Staff acts in the same rnanner 
as any party to a Commission proceeding. 

12.0 MISCELLANEOUS PROVISIONS 
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12.1 The provisions set forth in the Agreement are made for purposes of settlement 
only and shall not be construed as admissions against interest or waivers of litigation positions of 
the Signatory parties in this proceeding or related to other or future rate cases. 

12.2 This Agreement represents the Signatory Parties' mutual desire to settle disputed 
issues in a manner consistent with the public interest. None of the positions taken in this 
Agreement by any of the Signatory Parties may be relied upon as precedent in any proceeding 
before the Commission, any other regulatory agency, or any court for any purpose except in 
furtherance of this Agreement. 

12.3 This case presents a unique set of circumstances and to achieve consensus for 
settlement, participants may be accepting positions that, in other circumstances, they would be 
unwilling to accept. They are doing so because the Agreement, as a whole, with its various 
provisions for settling the unique issues presented by this case, is consistent with their long-term 
interests and with the broad public interest. The acceptance by any Signatory Party of a specific 
efement of this Agreement shall not be considered as precedent for acceptance of that element in 
any other context. 

12.4 No Signatory Party is bound by any position asserted in negotiations, except as 
expressly stated otherwise in this Agreement. No Signatory Party shall offer evidence of 
conduct or statements made in the course of negotiating this Agreement before this Commission, 
or any other regulatory agency, or any court. 

12.5 Each of the'terms and conditions of the Agreement is in consideration and support 
of all other terms. Accordingly, the terms are not severable. 

11.6 The Signatory Parties warrant and represent that each person whose signature 
appears below is hl ly  authorized and empowered to execute this Agreement. 

12.7 The Signatory Parties acknowledge that they are represented by competent legal 
counsel and that they understand all of the terms of this Agreement and have had an opportunity 
to participate in the drafting of this Agreement and to fully review it with their counsel before 
signing, and that they execute this Agreement with full knowledge of the terms of the 
Agreement, 

12.8 This Agreement may be executed in any number of counterparts and by each 
individual Signatory Party on separate counterparts, each of which when so executed and 
delivered shall be deemed an original and all of which taken together shall constitute one and the 
same instrument. This Agreement may also be executed electronically or by facsimile. 

12.9 To the extent any provision of this Agreement is inconsistent with any existing 
Commission order, rule or regulation, this Agreement shall control. 
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Executed this day of April, 20 13. 

ARIZONA WATER COMPANY 

By: 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

By: 
Name: 
Its: 

GLOBAL WATER - PAL0 VERDE UTILITIES 
COMPANY 

By: 
Name: 
Its: 

. .  
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Executed this - day of March, 20 13, 

ARIZONA WATER COMPANY 

By: 
Name: 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

GLOBAL WATER - PAL0 VERDE UTILITIES 
COMPANY 

By: 
Name: 
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Executed this --day ofMarch, 2013. 

ARIZONA WATER COMPANY 

By: 
Name : 
its: 

ARIZONA CORPORATION COMMISSION 
unrmxs nivrsiw 

By: 
Name: 

GLOBAL WA'TER - PALO VERDE UTILITIES 
COMPANY 

Its: Vice-President 
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GLOBAL WA’I‘ER - SANTA CRUZ WATER 
COMPANY 

Its: Vice-Presidenr -. * 

VALENCIA WATER COMPANY - TOWN 
DLVI SION 

Its : Vice-President 

VALENCIA WATER COMPANY - GREATER 
BUCKEYE DIVISION 

,/ Its: Vice-president * I  

WATER UTILITY OF GREATER TONOPAI-I 

Its: Vice-President ... , .,Af 

WIJ.,t,OW VALLEY WATER CO. 



WATER UTILITY OF NORTHEW 
SCO1"I'SDALE 

By : 
Name: 
Its: 

B O  RICO UTILITTES, INC. dhrt LIBERTY 
UTlLITE S 

By: 
Name : 

THE WATER IJT~LI'I'Y ASSOClATION OF 
ARIZONA 
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WATER UTILITY 
SCOTTSDALE 

OF NORTHERN 

By: 
Name: 
Its:. 

EPCOR WATER ARIZONA, INC, 

RIO RICO UTILITIES, INC. dba LIBERTY 
UTILITIES 

By: 
Name: 
Ttn * 

THE WATER UTILITY ASSOCIATION OF 
ARIZONA 

ARIZONA INVESTMENT COUNCIL 

By: 
Name: 
Its: 
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WATER UTILITY OF NORTIERN 
SCOTTSDALE 

By: 
NEUlIe: 

EPCOR WATER ARIZONA, MC. 

By: 
Name: 
Its: 

RIO RICO UTILITIES, WC. dba LIBERTY 
UTILITIES 

TIEE WATER UTlLITY ASSOCIATION OF 
ARIZONA 

By: 
Name: 
IlS: 

ARIZONA INVESTMENT COUNCIL 

By: 
Name: 
Its: 

15 
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WATER UTILITY OF NORTHERN 
SCOTTSDALE 

Nsune: 
Its: 

EPCOR WATER ARIZONA, INC. 

By: 
Name: 
Its: 

NO RICO UTILITIES, INC. dba LIBERTY 
UTILITIES 

By: 
Name: 

THE WATER UTILITY ASSOCIATION OF 
ARIZONA 

By: 
Name: 
Its: 

ARIZONA INVESTMENT COUNCIL 
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TARIFF SCHEDULE 

ARIZONA WA TER COMPANY 
Filed by: William M. Garfield 
Title: President 
Date of Original Filing 
System(s): Sedona PWS No. 03-003& 
Valley Vista PWS No. 13-1 14 
(VERDE VALLEY DIVISION I SEDONA) 

A.C.C. No. 
Cancelling A.C.C. No. 
Tariff or Schedule No. 
Filed: 
Effective: 

OFF-SITE FACILITIES FEE (WATER) 

1. Purpose and ADplicabilitv 

The purpose of the off-site facilities fees payable to Arizona Water Company (“the 
Company”) pursuant to this tariff is to equitably apportion the costs of constructing 
additional off-site facilities necessary to provide water production, treatment, delivery, 
storage and pressure among all new service connections. These charges are 
applicable to all new service connections established after the effective date of this tariff 
undertaken via Main Extension Agreements or requests for service not requiring a Main 
Extension Agreement. The charges are one-time charges and are payable as a 
condition to Company’s establishment of service, as more particularly provided below. 

II. Definitions 

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the 
Arizona Corporation Commission’s (‘Commission”) rules and regulations governing 
water utilities shall apply in interpreting this tariff schedule. 

”Applicant” means any party entering into an agreement with Company for the 
installation of water facilities to serve new service connections, including Developers 
and/or Builders of new residential subdivisions and/or commercial and industrial 
properties. 

“Company” means Arizona Water Company. 

“System” means Public Water System (,,PWS”), as defined by Arizona Department of 
Environmental Quality. 

“Main Extension Agreement” means any agreement whereby an Applicant agrees to 
advance the costs of the installation of water facilities necessary for the Company to 
serve new service connections within a development, or installs such water facilities 
necessary to serve new service connections and transfer ownership of such water 
facilities to the Company, which agreement shall require the approval of the 
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ARIZONA WATER COMPANY 
OFF-SITE FACILITIES FEE (WATER) 

518” x 314“ 
314” 
1 ” 

(continued) 

1 $1,100 
1.5 $1,650 
2.5 $2.750 

Commission pursuant to A.A.C. R-14-2-406, and shall have the same meaning as 
“Water Facilities Agreement” or “Line Extension Agreement.” 

518” x 314 ‘ I  

314 

“Off-site Facilities” means wells, storage tanks, water treatment facilities, that are not 
otherwise supported by an Arsenic Cost Recovery Mechanism (“ACRM”), and related 
appurtenances and equipment necessary for proper operation of such water treatment 
facilities, including engineering and design costs. Off-site facilities may also include 
booster pumps, pressure tanks, transmission mains and related appurtenances and 
equipment necessary for proper operation of such facilities if these facilities are not for 
the exclusive use of the applicant and will benefit the entire water system (Either all of 
Valley Vista or all of Sedona). 

1 $1.100 
I .3 3-1 ,03u 

“Service Connection” means and includes all service connections for single-family 
residential or commercial, industrial other uses, regardless of meter size. 

1-112 
2” 
3” 
4” 

111. Off-Site Water Facilities Fee 

5 $5,500 
8 $8,800 
16 $1 7,600 
25 $27.500 

For each new service connection, the Company shall collect an off-site facilities fee 
derived from the following table: 

6” or larger 

OFF-SITE FACILITIES FEE TABLE 

50 $55,000 

I Meter Size I Size Factor I Total Fee I 

IV. Terms and Conditions 

(A) Assessment of One Time Off-Site Facilities Fee: The off-site facilities fee may be 
assessed only once per parcel, service connection, or lot within a subdivision (similar to 
meter and service line installation charge). These charges are not applicable to 
additional service connections that are established as back-up connections, under the 
condition that these service connections are not to be used at the same time. 

(B) Use of Off-Site Facilities Fee: Off-site facilities fees may only be used to pay for 
capital items of off-site facilities or for repayment of loans obtained to fund the cost of 
installation of off-site facilities. Off-site facilities fees shall not be used to cover repairs, 
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ARIZONA WATER COMPANY 
OFF-SITE FACILITIES FEE (WATER) (con tin ued) 

maintenance, or operational costs. The Company shall record amounts collected under 
tariff as Contributions in Aid of Construction (“CIAC”); however, such amounts shall not 
be deducted from rate base until such amounts have been expended for utility plant. 

(C) Time of Payment: 

(1) For those requiring a Main Extension Agreement: In the event that the Applicant is 
required to enter into a Main Extension Agreement, whereby the Applicant agrees to 
advance the costs of installing mains, valves, fittings, hydrants and other on-site 
improvements or construct such improvements in order to extend service in 
accordance with R-I 4-2-406(B), payment of the off-site facilities fees required 
hereunder shall be made by the Applicant no later than 15 calendar days after 
receipt of notification from the Company that the Utilities Division of the Arizona 
Corporation Commission has approved the Main Extension Agreement in 
accordance with R-I 4-2-406(M). Except for those off-site facilities excluded from the 
definition above, Off-site Facilities shall not be included in the Main Extension 
Agreement. 

(2) For those connecting to an existing main: In the event that the Applicant is 
not required to enter into a Main Extension Agreement, the off-site 
facilities fee charges hereunder shall be due and payable at the time the 
meter and service line installation fee is due and payable. 

(D) Off-Site Facilities Construction By Developer: Company and Applicant may 
agree to construction of off-site facilities necessary to serve a particular development by 
Applicant, which facilities are then conveyed to Company. In that event, Company shall 
credit the total cost of such off-site facilities as an offset to off-site facilities fees due 
under this Tariff. If the total cost of the off-site facilities constructed by Applicant and 
conveyed to Company is less than the applicable off-site facilities fees under this Tariff, 
Applicant shall pay the remaining amount of off-site facilities fees owed hereunder. If 
the total cost of the off-site facilities contributed by Applicant and conveyed to Company 
is more than the applicable off-site facilities fees under this Tariff, Applicant shall be 
refunded the difference upon acceptance of the off-site facilities by the Company. 

(E) Failure to Pay Charges; Delinquent Payments: The Company will not be 
obligated to make an advance commitment to provide or actually provide water service 
to any Applicant in the event that the Applicant has not paid in full all charges 
hereunder. Under no circumstances will the Company set a meter or otherwise allow 
service to be established if the entire amount of any payment due hereunder has not 
been paid. 

(F) Large Subdivision and/or Development Proiects: In the event that the Applicant 
is engaged in the development of a residential subdivision and/or development 
containing more than 150 lots, the Company may, in its discretion, agree to payment of 
off-site facilities fees in installments. Such installments may be based on the residential 
subdivision and/or development’s phasing, and should attempt to equitably apportion 

Page 3 of 4 



ARIZONA WATER COMPANY 
OFF-SITE FACILITIES FEE (WATER) (continued) 

the payment of charges hereunder based on the Applicant's construction schedule and 
water service requirements. In the alternative, the Applicant shall post an irrevocable 
letter of credit in favor of the Company in a commercially reasonable form, which may 
be drawn by the Company consistent with the actual or planned construction and hook 
up schedule for the subdivision and/or development. 

(G) 
as off-site facilities fees shall be non-refundable contributions in aid of construction. 

Off-Site Facilities Fees Non-refundable: The amounts collected by the Company 

(H) Use of Off-Site Facilities Fees Received: All funds collected by the Company as 
off-site facilities fees shall be deposited into a separate interest bearing bank account 
and used solely for the purposes of paying for the costs of installation of off-site 
facilities, including repayment of loans obtained for the installation of off-site facilities 
that will benefit the entire water system (either all of Valley Vista or Sedona). 

(I) Off-Site Facilities Fee in Addition to On-site Facilities: The off-site facilities fee 
shall be in addition to any costs associated with the construction of on-site facilities 
under a Main Extension Agreement. 

(J) Disposition of Excess Funds: After all necessary and desirable off-site facilities 
are constructed utilizing funds collected pursuant to this tariff, or if the off-site facilities 
fee tariff has been terminated by order of the Arizona Corporation Commission, any 
funds remaining in the bank account shall be refunded. The manner of the refund shall 
be determined by the Commission at the time a refund becomes necessary. 

(K) Fire Flow Requirements: In the event the Applicant for service has fire flow 
requirements that require additional facilities not covered by this tariff, such additional 
facilities shall be constructed under a separate Main Extension Agreement as a non- 
refundable contribution and shall be in addition to the off-site facilities fees. 

(L) Status Reporting Requirements to the Commission: The Company shall submit a 
calendar year off-site facilities fee status report each January 31'' to Docket Control for 
the prior twelve (12) month period, beginning January 31, 2014, until the off-site 
facilities fee tariff is no longer in effect. This status report shall contain a list of all 
customers that have paid the off-site facilities fee, the amount each has paid, the 
physical location/address of the property in respect of which such fee was paid, the 
amount of money spent from the account, the amount of interest earned on the funds 
within the tariff account, and a list of all facilities (by system location) that have been 
installed with the tariff funds during the twelve (1 2) month period. 
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