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ARIZONA CORPORATION COMMISSION E-mail: Bittersmith-web@azcc.gov

September 13, 2013

Dear Colleagues and Parties to Docket No. W-01445A-11-0310:

Enclosed with this letter are two attachments: 1) a copy of an editorial that 1 authored that
recently appeared in the Arizona Republic and 2) a copy of an e-mail from the Residential Utility
Consumer Office (“RUCO”), which I received on the afternoon of September 10, 2013. I have elected to

docket these items because | want to be certain that the parties to this matter and the public have access to
all information that may be related to this case in any way.

The fourth paragraph of RUCO’s e-mail specifically refers to Arizona Water’s “Eastern case,”
which is currently pending for rehearing in Docket No. W-01445A-11-0310. RUCO’s representatives

claim that I may have prejudged this case, and they have asked to meet with me so that I can provide them
with an “affirmation that the case has not been prejudged.”

Because of the ex parte rule, I think it best to decline RUCO?’s request for a private meeting. |
will, however, take this opportunity to assure the parties (RUCO, in particular) and the public that I have
not prejudged this matter in any way. At our August Staff Open Meeting, 1 voted to grant RUCO’s
application for rehearing, and I look forward to reviewing the evidence and arguments that will be
presented in the upcoming proceeding. I do not know what the evidence will show, and 1 approach this
case with an open mind, ready to consider and evaluate the matters to be presented.

The Commission faces tremendous challenges in its efforts to balance the ratepayers’ interests in
receiving adequate, reliable, and economical water service against the water companies’ interests in
receiving timely and adequate rate relief. It is my hope that creative ratemaking mechanisms can be
developed to assist us to best achieve that balance. However, the mere fact that I recognize the issues that

we face and that 1 hope to find creative solutions does not mean that 1 have prejudged this—or any
other—case.
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Original and thirteen (13) copies of the foregoing
filed this 13" day of September, 2013, with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of the foregoing hand-delivered
this _13™ day of September, 2013, to:

Chairman Bob Stump
Commissioner Gary Pierce
Commissioner Brenda Burns
Commissioner Bob Burns

Copy of the foregoing e-mailed this
13" day of September, 2013, to:

Steven A. Hirsch

Stanley B. Lutz

BRYAN CAVE, LLP

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

Attorneys for Arizona Water Company

William M. Garfield

President and COO

ARIZONA WATER COMPANY
P.O. Box 29006

Phoenix, AZ 85038

Daniel W. Pozefsky

Chief Counsel

RESIDENTIAL UTILITY CONSUMER OFFICE
1110 West Washington Street, Suite 220

Phoenix, AZ 85007

Jay L. Shapiro

FENNEMORE CRAIG, P.C.
3003 N. Central Ave., Suite 2600
Phoenix, AZ 85012

Attorneys for Liberty Utilities

Christopher D. Krygier

Liberty Utilities

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

Thomas M. Broderick

EPCOR Water Arizona, Inc.

2355 W. Pinnacle Peak Rd., Suite 300
Phoenix, AZ 85027
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Michael M. Grant

GALLAGHER & KENNEDY, P.A.

2575 E. Camelback Rd.

Phoenix, AZ 85016-9225

Attorneys for Arizona Investment Council

Gary Yaquinto

Arizona Investment Council
2100 N. Central Ave., Suite 210
Phoenix, AZ 85004

Michael W. Patten

Timothy J. Sabo

ROSHKA DEWULF & PATTEN, PLC
One Arizona Center

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

Attorneys for Global Water

Garry D. Hays

LAW OFFICES OF GARRY D. HAYS, P.C.

1702 E. Highland Ave., Suite 204
Phoenix, AZ 85016

Greg Patterson

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

Phoenix, AZ 85007

Ron Fleming

Global Water

21410 N. 19™ Ave., Suite 201
Phoenix, AZ 85027

Kathie Wyatt
1940 N. Monterey Dr.
Apache Junction, AZ 85120

Www.azcc.gov
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Arizona’s severe waterinfra:
structure needs without caus-
Sm rate shock for customers.
More. than 400 private water
companies provide service in
Arizona. Many of these compa-
nies have existed since the
- early days of statehood The
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ation estimates there is more
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Small Enmw ‘areasof‘Arizona
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are spread out snd there are
more miles per customer of

“plant that must be maintained.

Many of these small corpanies
serve as few as 50 customers,

leaving: very lttle margin to
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Water utilities are natural
monopolies because of the large
investrient required to put pipe
networks inthe ground.

This means it is virtually im-
possible to have more than one
provider of water service with-
in a given area. Many of Arizo-
na's private water companies

—evolyved over time as early own-
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provide water delivery to the
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great responsibility. After all,
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Ensuring ‘the ‘quality om
drinking wateris a key require:
ment fora water provider.

Repaired and nmnwaa infra-
structureis a necessity for that
requirement to be met.

Under the new System Im-
provement Benefits approach,
water © companies  will  be
required to provide updates on
infrastructure improvements,
and customers will get the

inancial benefit of an efficien-
credit on their bills.
. Water rates and infrastruc-

 ture needs are not usually the
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the success of Arizona's futur
water deliveries.

Not only ¢an Arizonans 1
on the fact that water will con®
tinue to arrive safely and cor?
tinually, they also now will know
that they will not experience
sticker shock on their bills for
the privilege of receiving thé
necessary commodity of watert
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Janice Alward

From: Dan Pozefsky <DPozefsky@azruco.gov>
Sent: Monday, September 09, 2013 9:28 AM
To: Janice Alward

Cc: Patrick Quinn

Subject: AZ Republic Article

Janice,

Thank you for your assistance in obtaining the supporting documentation for Commissioner Bitter Smith’s newspaper
article. Unfortunately, we believe the Commissioner was incorrect on several important references in her article.

Commissioner Bitter Smith claims that the American Water Works Associates estimates $30 million of needed major
infrastructure replacement in the west. The chart that references the totals by region is on page 11 of the “Buried No

Longer” article and the amount it references is $30 billion total for all the regions and of that the west is approximately
$4 billion.

Commissioner Bitter Smith claims in the article that the estimated repair costs per household in Tucson will be “almost
$100,000”. That statistic appears to be taken from page A21 of the “Reinvesting in Drinking Water Infrastructure”
Article. The first chart entitled Projected Per Household Expenditure Due to Wear-Out shows “100” for 2015 which
appears to be the source of the Commissioner’s claim. The 100 is in “Y2K$” in other words it is $100 per household —
not $100,000 per household. There are approximately 250,000 households in Tucson — at $100,000 a piece the total

cost would be approximately $25 billion — which is not even close to the $1.853 billion total cost mentioned at the top of
that page.

Finally, the SIB mechanism - the “historic reform” mentioned by the Commissioner in the article and the content of the
article, is shall we say untimely from RUCQ’s perspective given that the Commission is reconsidering the matter in the
Eastern case ~ which | am sure is what the Commissioner is talking about in the article when she said that the reform

was enacted this summer — based on the content of this article, we are concerned that this Commissioner maybe has
pre-judged this case.

My client would like the opportunity to discuss this with the Commissioner. There would be no discussion of the case
just the points raised in the article and we would like an affirmation that the case has not been pre-judged.

| realize this is a very delicate issue and we do not send this email lightly. | think regardiess of anyone’s position we all

seek the same thing — the dissemination of accurate information to the public and fair consideration of all matters
before the Commission.

Please consider this and let me know if it is possible for my client to discuss this matter with the Commissioner — and if
so, whether she would be willing to meet with us.

Dan




