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IN THE MATTER OF THE APPLICATION )

OF ARIZONA WATER COMPANY, AN )  Docket No. W-01445A-11-0310
ARIZONA CORPORATION, FOR A )

DETERMINATION OF THE FAIR VALUE)  POST-HEARING BRIEF

OF ITS UTILITY PLANT AND
PROPERTY AND FOR ADJUSTMENTS
TO ITS RATES AND CHARGES FOR
UTILITY SERVICE FURNISHED BY ITS
EASTERN GROUP ANDFOR CERTAIN
RELATED APPROVALS.
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I INTRODUCTION

EPCOR Water Arizona, Inc. (“EWAZ”), a signatory to the Settlement Agreement
docketed on April 1, 2013, strongly encourages the Arizona Corporation Commission
(“Commission”) to adopt the SIB mechanism as specifically set forth in the Settlement
Agreement. The SIB mechanism is one means of improving the fairness of water
regulation in Arizona and encouraging Arizona water utilities to make necessary and
important replacements of water infrastructure." The SIB mechanism reduces regulatory

lag and by doing so, increases the likelihood of that utilities will undertake “earlier, well-

! See Exhibit EPCOR-1 at 2-3.
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paced and necessary investments” to replace water infrastructure to maintain or improve

service to existing customers.”

As Mr. Olea explained in his testimony, the Settlement Agreement resulted from
open and transparent negotiations in which “all participants zealously advocated and

represented their interests.”

Given the diverse interests represented, each signatory to the
Agreement was required to compromise, which resulted in an agreement that all signatory
parties strongly believe is in the public interest. Ultimately, as supported by Mr. Olea in
his direct testimony, the SIB mechanism agreed to by the signatory parties provides

benefits to both utilities and customers:

I believe that the establishment of the System Improvement Benefit (“SIB”)
mechanism as outlined in the Agreement is a solution that provides benefits to all
the diverse interests. For the utility, the SIB provides a means to generate revenue
from plant investment that is necessary to maintain and/or improve service to
existing customers. [ emphasize “existing” because the SIB will not include plant
necessary to serve new customers or necessary for growth. For the customers the
SIB provides a means for the Company to provide proper service with smaller,
more gradual rate increases and at the same time provides a benefit to customers
because of the efficiency credit that is part of the SIB.*

II. ' THE SIB MECHANISM DOES NOT VIOLATE THE ARIZONA
CONSTITUTION
As part of this proceeding, RUCO has claimed that the use of the SIB mechanism
violates the Arizona Constitution. Although RUCO cites to many benefits of the SIB
mechanism, ultimately, RUCO refused to sign the Agreement. Rather than repeat the
many arguments in support of the legality of the SIB mechanism, EWAZ joins in those
portions of the Post-Hearing Briefs submitted by Arizona Water Company and the other

utility intervenors in this case.

2 See id. at 3.
3 See Exhibit S-1 at 5.
4 See id. at 6.
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EWAZ is confident that, if adopted by the Commission, the SIB mechanism will

withstand any legal challenge brought by RUCO, and strongly encourages the

Commission to adopt the SIB mechanism as outlined in the Settlement Agreement.

RESPECTFULLY SUBMITTED this 29th day of April, 2013.

ORIGINAL AND thirteen (13) copies
of the foregoing hand-delivered this

29th day of April , 2013, to:

The Arizona Corporation Commission
Utilities Division — Docket Control

1200 W. Washington Street
Phoenix, Arizona 85007

Copy of the foregoing hand-delivered

this 29th day of April, 2013, to:

Steve Olea

Utilities Division

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

Lyn A. Farmer, Chief Law Judge
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

Janice Alward, Chief Counsel
Charles Hains

Legal Department

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

LEWIS AND ROCA LLP

W ol

Michael T. Hallam
40 North Central Avenue
Phoenix, AZ 85004

Attorneys for EPCOR Water Arizona, Inc.
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Copy of the foregoing mailed
this 29th day of April, 2013, to:

Steven A. Hirsch

Stanley B. Lutz

Bryan Cave, LLP

Two North Central, Suite 2200
Phoenix, AZ 85004

Daniel W. Pozefsky, Chief Counsel
Residential Utility Consumer Office
1110 W. Washington Street, Suite 220
Phoenix, AZ 85007

Jay L. Shapiro

Fennemore Craig PC

2394 E. Camelback Road, Suite 600
Phoenix, AZ 85016-3429

Attorneys for Intervenor Liberty Utilities

Christopher D. Krygier

Liberty Utilities

12725 W. Indian School Road, Suite D101
Avondale, AZ 85392

Michael Grant

Gallagher & Kennedy

2575 E. Camelback Road

Phoenix, AZ 85016-9225

Attorneys for Intervnor Arizona-Investment Council

Gary Yaquinto

Arizona Investment Council

2100 N. Central Avenue, Suite 210
Phoenix, AZ 85004

Michael W. Patten

Timothy J. Sabo

Roshka Dewulf & Patten, PL.C

One Arizona Center

400 E. Van Buren, Suite 800

Phoenix, AZ 85004-2262

Attorneys for Intervenor Global Water

Ron Fleming

Global Water Utilities

2140 N. 19th Avenue, Suite 201
Phoenix, AZ 85027
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Garry D. Hays

The Law Offices of Gary D. Hays
1702 E. Highland Avenue, Suite 204
Phoenix, AZ 85016

Attorneys for Intervenor City of Globe

Greg Patterson

916 W. Adams, Suite 3

Phoenix, AZ 85007

Attorney for Intervenor Water Utility
Association of Arizona

Kathie Wyatt

1940 N. Monterey Drive
Apache Junction, AZ 85120
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