
Transcript Exhibit(s) 

Docket # ( s ) :  SW-01428A-13-0042 

W-0 142 7A- 13-0043 

Exhibit #:R7-R10, A l ,  A2 

Part 2 of 6. FOR PART 1 SEE BARCODE 0000151193, FOR PART 3 SEE BARCODE 

0000151195, FOR PART 4 SEE BARCODE 0000151196, FOR PART 5 SEE BARCODE 

0000151197, FOR PART 6 SEE BARCODE 0000151198 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

I 28 

i 

I 

i 

1 

~ 

N THE MATTER OF THE APPLICATION OF 
4RIZONA WATER COMPANY, AN ARIZONA 
~ORPORATION, FOR A DETERMINATION OF 
THE FAIR VALUE OF ITS UTILITY PLANT AND 
PROPERTY AND FOR ADJUSTMENTS TO ITS 
UTES AND CHARGES FOR UTILITY SERVICE 
FURNISHED BY ITS EASTERN GROUP AND 
?OR CERTAIN RELATED APPROVALS. 

BEFORE THE ARIZONA CORPORATIOb 

DOCKET NO. W-01445A-11-03 10 

DECISION NO. 73938 

PHASE 2 
OPINION AND ORDER 

30B STUMP - Chairman 
3ARY PIERCE 
3RENDA BURNS 
30B BURNS 
SUSAN BITTER SMITH 

C'OMMISSIONERS Arizona Corpomtjon Commission 
DCCKEPED 

JUN 2 7 204: 

'LACE OF HEARING: Phoenix, Arizona 

4DMINISTRATIVE LAW JUDGE: Dwight D. Nodes 

IPPEARANCES : Mr. Steven A. Hirsch, BRYAN CAVE LLP, on behalf 
of Arizona Water Company; 

Mr. Timothy J. Sabo, ROSHKA DEWULF & PATTEN, 
PLC, on behalf of Global Water Utilities; 

Mr. Michael T. Hallam, LEWIS AND ROCA LLP, on 
behalf of EPCOR Water Arizona, Inc.; 

Mr. Michael M. Grant, GALLAGHER & KENNEDY, 
P.A., on behalf of Arizona Investment Council; 

Mr. Jay L. Shapiro, FENNEMORE CRAIG, P.C., on 
behalf of Rio Rico Utilities, Inc. dba Liberty Utilities; 

Mr. Gany Hays, LAW OFFICES OF GARRY HAYS, 
on behalf of the City of Globe; 

Mr. Greg Patterson, on behalf of the Water Utilities 
Association of Arizona; 

Mr. Daniel W. Pozefsky, Chief Counsel, on behalf of 
the Residential Utility Consumer Office; and 

Ms. Bridget A. Humphrey and Mr. Wesley Van Cleve, 
Staff Attorneys, Legal Division, on behaIf of the 
Utilities Division of the Arizona Corporation 
Commission. 
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IY THE COMMISSION: 

ProceduraI Historv 

On August 5,201 1, Arizona Water Company (“AWC” or “Company”) filed with the Arizona 

:orporation Commission (“Commission”) an application requesting adjustments to its rates and 

harges for utility service provided by its Eastern Group water systems, including its Superstition 

Apache Junction, Superior, and Miami); Cochise (Bisbee and Sierra Vista); San Manuel; Oracle; 

;addleBrooke Ranch; and Winkelman water systems. AWC also requested several other 

uthorizations in the application. 

On February 20, 2013, the Commission issued Decision No. 73736 in Phase 1 of this matter, 

,ranting AWC a rate increase for its Eastern Group systems and, among other things, keeping the 

locket open for purposes of W h e r  consideration of AWC’s proposed Distribution System 

mprovement Charge (“DSIC”). Decision No. 7373 6 also set specific deadlines for: intervention; 

ding on intervention requests;’ commencement of settlement discussions; the latest date for a 

rocedural conference; an update by the Commission’s Utilities Division (“Staff ’) on settlement 

liscussions; and consideration of a “Phase 2” DSlC Recommended Order (June 11 and 12, 2013 

>pen Meeting). 

By Procedural Order issued February 21, 2013, as modified by Procedural Order issued 

Zebruary 25, 2013, this matter was scheduled for hearing commencing April 8, 2013, other 

xocedural deadlines were established, and a procedural conference was scheduled for March 4, 

!013. 

On March 4, 2013, the procedural conference was conducted as scheduled during which the 

?arties discussed various procedural matters. 

On March 21, 2013, a Procedural Order was issued modifying certain filing deadlines 

established in the procedural schedule. 

I . .  

’ In addition to the Residential Utility Consumer Office (“RUCO’), which participated in Phase 1 of the proceeding, 
intervention in Phase 2 was granted to Rio Rico Utilities, Inc. dba Liberty Utilities (“Liberty Utilities”); EPCOR Water 
Arizona, Inc. (“EPCOR”); Global Water Utilities (“Global Water”); Arizona Investment Council (“AIC”); the Water 
Utility Association of Arizona (“WUAA”); and the City of Globe (“Globe”). 

2 DECISION NO. 73938 
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On April 1 ,  2013, Staff filed a Settlement Agreement signed by all parties except RUCO and 

?lobe. 

On April 2, 2013, RUCO filed a Motion for Clarification or in the Alternative Request to 

’&e Judicial Notice of the Underlying Record. RUCO requested clarification as to whether the 

:omission intended to leave the record open from Phase 1 of this case. 

On April 2, 2013, AWC filed a Joinder in RUCO’s Motion for Clarification. AWC agreed 

vith RUCO that the entire underlying record should be held open for citation and reference and that 

’hase 1 DSIC issues should not be re-litigated at the April 8,201 3 hearing. 

On April 2, 2013, testimony in support of the Settlement Agreement was filed by Joel M. 

teiker on behalf of AWC; by Steven M. Olea on behalf of Staff; by Greg Sorenson2 on behalf of 

,iberty Utilities; by Ron Fleming and Paul Walker on behalf of Global Water; by Thomas M. 

3roderick on behaIf of EPCOR; and by Gary Yaquinto on behalf of AIC. 

On April 2,20 13, testimony in opposition to the Settlement Agreement was filed by Patrick J. 

&inn and William A. Rigsby on behalf of RUC0.3 

On April 4,201 3, a Procedural Order was issued stating that the evidentiary record in Phase 1 

would be held open and incorporated into the Phase 2 record. 

On April 4, 2013, Staff filed a Motion to Strike Portions of the Direct Settlement Testimony 

if William A. Rigsby. 

On April 5,2013, RUCO filed a Response to Staffs Motion to Strike.4 

On April 8,201 3, an evidentiary hearing commenced before a duly authorized Administrative 

Law Judge (“ALJ”). The hearing continued and concluded on April 11, 2013. AWC, RUCO, 

Liberty Utilities, Global Water, EPCOR, AIC, WUAA, Globe, and Staff appeared through coun~el .~  

. . .  

Due to Mr. Sorenson’s unavailability, his pre-filed testimony was adopted and sponsored by Christopher D. Krygier at 
the hearing. (Tr. 195-196.) [All citations are to the Phase 2 record unless otherwise indicated.] 

WUAA did not file testimony but its Director, Greg Patterson, filed a letter in the docket on April 2, 2013, expressing 
support of DSIC mechanisms generally, and for the System Improvement Benefits (“SIB”) mechanism specifically, that 
is part of the Settlement Agreement. Globe did not file testimony and indicated on the first day of the hearing that its 
position regarding the Settlement Agreement was one of “neutrality.” (Tr. 3 1 .) 

Staffs Motion to Strike was denied on the first day of the hearing. (Tr. 8-1 1 .) ’ Although Kathie Wyatt, an AWC customer, was granted intervention in Phase 1, she did not appear or participate in the 
Phase 1 or Phase 2 hearings. 

4 
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On April 15, 2013, AWC filed revised SIB Schedules A through D in accordance with Mi. 

teiker’s testimony at the hearing. (See Tr. 214-239.) 

On April 29,2013, post-hearing briefs were filed by AWC, RUCO, EPCOR, AK, Staff, and 

ointly by Liberty Utilities and Global Water. 

Overview of DSIC Mechanisms 

As described in the Phase 1 Order in this proceeding (Decision No. 73736), AWC originally 

xoposed implementation of a DSIC mechanism that would “allow it to recover, through abbreviated 

xoceedings between general rate cases, the costs of the infrastructure necessary to replace its aging 

nfrastructure, thereby ensuring the continued reliability of its service in the Eastern Group.” 

,Decision No. 73736, at 84.) AWC claimed that a substantial investment in replacement of 

nfrastructure was necessary to enable the Company to comply with Commission directives to reduce 

Nater losses on various systems to acceptable levels. (Id. at 84-85.) 

In order to provide a contextual background for the DSIC issue in this Phase 2 Order, and for 

:ase of reference to the Phase 1 record, we are reciting the following description of the parties’ 

uguments and testimony that were set forth in Decision No. 73736. 

DSIC Study and Proposed DSIC 

As described in Decision No. 73736, AWC’s DSIC Study, completed as a compliance item 

For AWC’s prior company-wide rate case6 and provided in an amended form as an exhibit in this 

zase, asserted that both the United States as a whole, and AWC’s Eastern Group in particular, are 

approaching a crisis because of the need for capital improvements to aging drinking water 

infrastructure. (Id. at 90.) The DSIC Study recounts that the American Society of Civil Engineers 

has given the country’s drinking water system infrastructure a grade of D- and that the United States 

Environmental Protection Agency (“USEPA”) has projected a 20-yeas capital improvement funding 

need for U.S. drinking water infrastructure of $334.8 billion and for Arizona drinking water 

infrastructure of $7.4 billion. (Id.) 

... 

See Decision No. 7 1845 (August 25,20 lo), at 95. 

4 DECISION NO 73938 
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AWC’s Phase 1 Arguments 

AWC asserted that the concept of the DSIC grew out of the approaching crisis, first having 

)een approved by the Pennsylvania Public Utility Commission (“PPUC”) in 1996 in the face of 

’hiladelphia Suburban Water Company’s (“PSWC’s”) need to replace more than 3,100 miles of 

ransmission and distribution mains, estimated otherwise to take approximately 212 years at PSWC’s 

stablished infrastructure replacement pace. ( Id )  The PPUC described the DSIC as a “proposed 

iutomatic adjustment clause.” (Id.) In conceptually approving a DSIC, the PPUC stated: 

[ Wlater companies face the daunting challenge of rehabilitating their 
existing distribution infrastructure before the property reaches the end of 
its service life to avoid serious public health and safety risks. 
In the Commission7s judgment, the establishment of a DSIC along the 
lines proposed by PSWC can substantially aid the water company in 
meeting these challenges on behalf of the water consuming public. We 
agree with the company that the establishment of a DSIC would enable the 
company to address, in an orderly and comprehensive manner, the 
problems presented by its aging water distribution system, and would have 
a direct and positive effect upon water quality, water pressure and service 
reliability. For these reasons, we endorse the concept of using an 
automatic adjustment clause to address this regulatory problem for the 
water industry in Pennsylvania and, in particular, the type of DSIC 
proposed by PSWC. 

The PPUC determined that the DSIC w k  “appropriately limited and narrowly taiIored to 

eecover a specific category of utility costs-the incremental fixed costs (depreciation and pre-tax 

*eturn) associated with nonrevenue producing, nonexpense reducing distribution system improvement 

xojects completed and placed in service between base rate cases” and further that the DSIC would 

iot “‘disassemble’ the traditional ratemaking process” because it would recover only a narrow subset 

3f total cost of service, would be capped to prevent “long-term evasion” of review of the plant costs 

cecovered in rate base; and would reflect only the costs of used and useful plant placed into service 

during the three-month period before each DSIC surcharge update. (Id. at 91 .) 

AWC stated that the public utility commissions of California, Connecticut, Delaware, Illinois, 

Indiana, Missouri, New Hampshire, New Jersey, New York, and Ohio have also adopted DSIC-type 

mechanisms and that the National Association of Regulatory Utility Commissioners (“NARUC”) has 

endorsed DSIC mechanisms (in 1999) and adopted a resolution identifying DSIC mechanisms as a 

Regulatory Policy Best Practice (in 2005). (Id.) According to AWC, PPUC Commissioners have 
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haracterized the DSIC as an important regulatory tool that includes numerous consumer safeguards 

nd that has resulted in increased infrastructure investment. (Id.) Additionally, AWC claimed that 

,oth Moody’s and Standard & Poors consider DSIC mechanisms to be credit supportive. (Id.) AWC 

lso cited a recent survey concluding that two-thirds of American voters would be willing to pay an 

verage of $6.20 more per month toward water system upgrades to ensure long-term access to clean 

vater. (Id. at 92.) AWC estimated that the surcharge from its proposed DSIC would be 

pproximately $1 .OO per customer per month. (Id.) 

Decision No. 73736 recounted that, according to AWC, the Commission has never approved a 

)SIC mechanism, although it has previously adopted a surcharge to provide funding for the 

eplacement of undersized and inadequate water mains in the Town of Paradise Valley, in the form of 

Public Safety Surcharge approved for Arizona-American Water Company (“Arizona-American”) in 

)ocket No. W-01303A-05-0405. AWC acknowledged, however, that the Public Safety 

lurcharge was used to collect funds in advance of construction, whereas the DSIC is more similar to 

(Id.) 

n Arsenic Cost Recovery Mechanism (“ACRM”) in that the funds would be collected after 

:onstruction. ( I d )  

In Phase 1 of this case, AWC originally proposed a DSIC that would: 

0 

0 

Allow recovery of fixed costs associated with DSIC-eligible utility plant additions (net of 
retirements) placed in service between rate cases; 
Limit eligible plant additions to the following NARUC Uniform System of Accounts 
(“USOA”) classifications: 

0 343 Transmission and Distribution Mains, 
0 344 Fire Mains, 
0 345 Services, 
o 346 Meters, 
0 347 Meter Installations, 
o 348 Hydrants, and 
o 398 Miscellaneous Equipment (Leak Detection Equipment); 

0 Require AWC to file with the Commission semi-annual DSIC updates (for step increases) 
reflecting the eligible plant placed in service during the six-month periods of November 1 
through April 30 and May 1 through October 31, with the updates (step increases) to 
become effective, respectively, on July 1 and January 1; 
Require AWC to file, at least 30 days before the effective date of each DSlC update, 
supporting data for the update, to include the following for each system affected: 

0 

o A balance sheet; 
o An income statement; 
o An earnings test schedule; 
o A rate review schedule showing the effects of the step increase on the income 

6 DECISION NO. 73938 
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statement and earnings test; 
o A revenue requirement schedule showing the calculation of the required increase; 
o A schedule showing the surcharge calculation, which would be broken down 50/50 

between monthly fixed surcharge and volumetric surcharge and would be scaled to 
meter size based on equivalent capacity ratio; 

o A rate base schedule; 
o A Construction Work in Progress ledger showing monthly charges for construction 

of eligible DSIC facilities; 
o A schedule showing the calculation of the general plant allocation methodology; 

and 
o A typical bill analysis for 5/8” x %” meter customers; 

Require AWC to show the DSIC surcharge as a separate line item on each customer bill 
and, at least twice each year, to print a message on each customer bill explaining the DSIC 
surcharge and indicating the progress made in replacing aging infrastructure; 
Cap the DSIC at 7.5 percent of the annual amount billed to customers under otherwise 
applicable rates and charges; 

0 Require the DSTC to be reset to zero on the effective date of each new general rate case by 
including the DSIC-eligible plant in rate base; and 

e Prohibit AWC from making a DSIC update filing for any system for which the rate of 
return earned in the applicable six-month period exceeded,the rate of return that would be 
used to calculate the revenue requirement under the DSIC. 

AWC’s proposal for the DSIC evolved over the course of the Phase 1 proceeding, with AWC 

iccepting most of Staffs recommendations for any DSIC that would be adopted by the Commission 

although Staff in Phase 1 continued to oppose the adoption of any DSIC). (Id. at 93.) Ultimatefy in 

’hase 1, AWC proposed a DSIC that differed from its original proposal in that the DSIC would: 

0 Be reviewed and modified annually rather than semi-annually; 
0 Require a Staff prudency and cost review before any plant costs could be included in the 

DSIC calculation; 
e Require full Commission approval for the initial DSIC to take effect; 
0 Limit any annual DSIC adjustment to two percent of system revenues; 

Cap the total DSIC surcharge at six percent of system revenues; 
Require a second prudency review before DSIC-related plant costs could be included in 
rate base during a subsequent permanent rate case; and 
Require a true-up with r e h d  (and interest) payments to ratepayers if it were determined 
during the subsequent rate case that over-collection had occurred.’ 

AWC contended that applicability of any DSIC or DSIC-like mechanism should not be 

0 

limited to water systems that have water loss in excess of 10 percent because water loss can be 

attributable to factors other than failing infrastructure, and a system with significant infiastructure 

replacement needs can still have water loss lower than 10 percent due to the volume of water sold 

Id. at 92-93. 
Id. 

7 
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‘hich has historically had water loss in excess of 10 percent but did not for the 

:st year due to increased sales, and Apache Junction, which had water loss below 10 percent during 

le test year but has lost in excess of 200 million gallons of water each year from 1998 through 

009). (Id. at 93-94.) AWC also suggested that having excessive water loss as a prerequisite for 

)SIC eligibility could incentivize companies to ignore increasing water loss so that they could 

ecorne eligible for DSIC treatment. (Id. at 94.) 

AWC acknowledged in Phase 1 that its need to replace its aged infrastructure is not due to a 

:gal mandate such as the revised USEPA maximum contaminant level (“MCL”) for arsenic, but the 

:ompany drew a parallel between the USEPA MCL for arsenic and the Commission’s order for 

iWC to reduce its water loss below 10 percent? (Id) AWC also asserted similarities between the 

)SIC and the ACRM, after which AWC ultimately modeled its proposed DSIC and without which, 

ccording to Mr. Garfield, AWC would not have been able to complete its arsenic remediation 

nfrastructure. (Id.) 

AWC also conceded that its infrastructure replacement needs have been developing for a long 

ime (for example, in Bisbee, since AWC took over the system approximately 60 years ago) and that 

iWC has not been “ambushed” by the need to replace its aging infrastructure, but maintains that 

IWC has been replacing infrastructure as it has been able to do so, limited by its ability to fund 

:spital improvements each year, by the increasing costs of infrastructure (from only $1 per foot to 

nore than $100 per foot), and by considerations of the rate shock that would occur due to the 

‘lumpy” nature of the replacement needs ( i .e . ,  much infrastructure to be replaced at a time). (Id.) 

4WC did not argue that its need, as a water utility, to replace mains and other infrastructure is 

musual, but did argue that the extent to which it needs to replace its aging infrastructure, i,e., the 

;heer volume of replacement needed, is extraordinary.” (Id.) While implementation of a DSlC 

’ 
:ven if it would not be cost-effective to do so. (Phase 1 Tr. at 1 15-16.) 
lo 

Mr. Garfield acknowledged that the Commission did not order AWC to reduce its water loss to below IO percent 

When asked what made AWC’s situation extraordinary and warranted an adjustor mechanism, Mr. Reiker responded: 
From my perspective, I’m a finance person. The extraordinary nature is the shear [sic] 
magnitude of the investment. We‘ve put evidence in the record, in Mr. Schneider’s direct 
testimony, of massive amounts of investment that need to occur. That’s extraordinary. We 
can’t go out tomorrow and find an insurance company that will loan us $60 million. 
That’s not going to happen. 

8 n F f ‘ T C T n N  Nn 73938 
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vould not alleviate AWC’s need to fund the costs of the infrastructure replacement up front, AWC 

:laimed that the DSIC would enable AWC to seek recovery of those costs in between rate cases and 

hus would strengthen AWC’s ability to obtain the financing necessary to cover those up-fiont costs. 

Id. at 95.) Mr. Garfield dismissed RUCO’s characterization of the DSIC as an incentive for AWC to 

eplace infrastructure that it is already responsible to replace in order to provide service, asserting that 

he DSIC is not an incentive, just a means to allow AWC to replace more of the infrastructure that it 

:odd not otherwise currently replace. (Id.) AWC also asserted in Phase I that in the absence of a 

>SIC, it would take AWC more than several hundred years (longer than the life of new 

nfrastructure) to replace the infrastructure that needs to be replaced. (Id.) Mr. Garfield also pointed 

)ut in Phase 1 that the approximately $66 million in infrastructure replacements now needed is 

ilmost twice as much as the entire arsenic treatment remediation program that AWC had to undertake 

md for which it was able to obtain authorization of an ACRM. (Id.) 

AWC acknowledged that it would benefit from a DSIC mechanism, but denied that its desire 

br a DSIC was motivated by a belief that the DSIC will ensure AWC’s long-term profitability. (Id.) 

vfr. Harris testified in Phase 1 that the ACRM has not made AWC profitable, so he is not convinced 

hat a DSIC will either. (Id.) According to AWC, ratepayers would be benefitted by DSIC because 

4WC will be able to accelerate its infrastructure replacement program, thereby improving service, 

reliability, safety,” and, in some cases, flows. AWC disagreed that ratepayers have 

zxperienced any more risk as a result of the ACRM process and does not believe that ratepayers 

would experience any more risk as a result of the proposed DSIC process. (Id.) Mr. Garfield 

testified that ratepayers will benefit more from the DSIC-and ensuing rate gradualism-than they 

would from having a utility, “flush with cash,” make a $38 million investment in one of AWC’s 

(Id.) 

(Phase 1 Tr. at 276.) Mr. Reiker also acknowledged, however, that the need to replace the infrastructure was not a 
surprise, that AWC knew that it was going to have to be done at some point. (Id.) 
” Mr. Garfield testified that AWC’s water is safe, but that each main break and disruption causes a breach in the 
antiseptic barrier protecting the water supply, potentially exposing the water to soil and whatever else is in the 
environment. (Phase 1 Tr. at 166-67,) Mr. Garfield also testified that main breaks are almost a daily occurrence, 
something that could be changed through the authorization of a DSIC to allow recovery of the costs of infrastructure 
replacement. (Id. at 168.) 

9 DECISION NO. 739338 
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vater systems and then file a rate case after the infrastructure is completed, as that would result in a 

rery large increase in rate base and rates. (Id. at 95-96) 

Although AWC did not factor into its Phase 1 DSIC proposal any reduction in operating 

:xpenses to reflect increased operating efficiencies, Mr. Garfield allowed that “there’s some room for 

hat to be considered . . . and probably some merit to that,’’l2 although he also asserted that no other 

;tates have made such reductions in their DSIC mechanisms and suggested that operating and 

naintenance expenses could actually increase due to the level of replacements. (Id. at 96.) AWC 

:haracterized as arbitrary and unsupported the 15 percent reduction in operating and maintenance 

:xpenses proposed by RUCO in Phase 1 for any approved DSIC, suggesting that any such expense 

Iffset should be based on an objective standard such as the amount of main replaced. ( Id)  

AWC also objected to Staffs proposed Sustainable Water Improvement Program (“SWIP”), 

)resented as an alternative to the DSIC in Phase 1, which would have allowed deferral of costs and 

tpplied an Allowance for Funds Used During Construction (“AFUDC”) component. (Id.) Mr. 

3arfield stated in Phase 1 that the SWIP would “negate the benefits of a DSIC by not having gradual 

:hanges in rates,” would effectively raise the costs of the  project^,'^ and would result in higher rates 

ind even rate shock. (Id.) Mr. Garfield agreed that Staffs original SWIP proposal would subject the 

leferred amounts to full regulatory scrutiny, but asserted that the S WIP would not be effective: 

Sure, and it wouldn’t give the utility any revenues to support - it’s like a - 
it’s not even an IOU. It’s a promise that at a hture proceeding the 
Commission will review, in a full regulatory rate setting, the investments; 
were they necessary, was it reasonable, what are the impacts, and that 
doesn’t provide the utility with any revenues prior to a Commission 
decision after the fact. Thatlyould not have worked under an ACRM and 
it won’t work under a DSIC. 

Mr. Garfield also disagreed with characterization of a proposed DSlC proceeding as a mini rate case, 

stating that an ACRM filing is not a mini rate case because more limited supporting data is provided, 

and there is not as much scrutiny. (Id.) 

l2 Mr. Garfield compared an old piece of pipe to a 1962 dump truck, which he believed would require much more 
maintenance than a 2012 dump truck. (Phase 1 Tr. at 109-10.) But Mr. Garfield could not say how the replacement of 
infrastructure would impact the cost of operating and maintaining a whole system, particularly a system like Bisbee that 
needs a great deal of inikstructure replaced. (Id. at 109- 1 1 .) 
l3  According to Mr. Garfield, applying an AFUDC to the capital investments would effectively increase the cost of the 
projects 5nd thus the rate base, which would result in increased rates. (Phase 1 Tr. at 1 18.) 

Phase 1 Tr. at 118-19. 

10 DECISION NO. 73938 
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AWC Phase 1 witness Ms. Ahern asserted that both a DSIC and a sufficient ROE are 

ecessary to enable AWC to improve its cash flow, its creditworthiness, and its ability to improve its 

:tained earnings balance, thereby allowing it to issue less long-term debt than would otherwise be 

eeded. (Id. at 97.) Ms. Ahern asserted that AWC would be unable to undertake its infrastructure 

:placement program unless it gets both a sufficient ROE and the requested DSIC. (Id.) According 

3 AWC, the revenues generated by the DSIC would enable AWC to satisfy the interest coverage 

equirements of its bond indenture and thus to issue long-term debt to fund its infrastructure 

eplacement program, and AWC would not be able to complete the infrastructure replacements 

.eeded unless the DSIC is granted because the capital investment necessary cannot be supported fully 

vithout a DSIC.I5 (Id.) 

RUCO’s Phase 1 Arguments 

RUCO opposed the DSIC because it considers the proposed infrastructure replacement 

lrojects to be routine in nature and appropriately recovered through a general rate case; considers the 

)SIC to be a one-sided mechanism that works to the advantage of only the shareholder; believes that 

here is no federal or state requirement mandating the infrastructure replacement projects proposed by 

1WC; believes that AWC has not proven that it cannot ensure safe and reliable water service or cost 

ecovery unless the DSIC is approved; and believes that the DSIC raises “legal concerns.” (Id.) 

tUCO’s position is that the infrastructure replacements needed should be covered through normal 

egulatory procedures allowing cost recovery because they are “routine plant improvements” rather 

han something extraordinary. (Id.) RUCO asserted that, unlike with the ACRM, there is no federal 

)r state mandate for the infrastructure improvements to be made, and it is not appropriate to create an 

:xception for regular ratemaking methodologies in the absence of extraordinary circumstances. (Id. 

h4r. Garfield stated in Phase 1: 3 

The company is a tightly held company. The stock is tightly held. We are not publicly traded. The investors 
of the company inhsed just over $10 million of equity into the company before the end of 2010. Our 
equity component of our capital structure had dropped from 75 percent to 45 percent, and at a time that we 
were not recovering our cost of service, we were not making our return, the shareholders are sort of the last 
one to get paid The bondholders get paid They want their interest payment. You have to make the interest 
payment. So the stockholders wait to see what is left after all of those payments have been made. So to 
answer your question, $10 million was infused into the company that helped shore up the company’s capita1 
structure, but I don’t think you can count on the shareholders, if the returns aren’t high enough, to continue 
making those types of infusions of capital to the company. 
Tr. at 153-54.) (Phase 
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Phase 1 that the plant degradation “isn’t something that just 

iappens overnight,” and that AWC can plan for the necessary line replacements and come to the 

:ommission every few years to obtain recovery through the regular ratemaking process. (Id. at 98.) 

vlr. Rigsby also expressed skepticism about AWC’s asserted inability to attract the capital needed to 

nake the infrastructure improvements and replacements that AWC has identified as necessary. (Id.) 

n addition, Mr. Rigsby testified that the costs of the repairs and replacements may go down with 

ime, through the development of more cost-effective methodologies. (Id.) Mr. Rigsby also cIaimed 

hat AWC is fortunate in that it is a regulated monopoly that can come to the Commission for a rate 

ncrease when needed, rather than a participant in a competitive environment, and that “sometimes 

rou got to do what you got to do; and so it’s up to the company’s management to take the steps 

iecessary to make sure that the company is a viable entity.” (Id.) According to RUCO, it would be 

specially inappropriate to grant a DSIC without taking into account savings in operating expenses 

hat RUCO believes would result from replacing aging plant with new plant. (Id.) 

RUCO provided in Phase 1 a copy of a June 1999 National Association of State Utility 

2onswner Advocates (“NASUCA”) Resolution “Discouraging State Regulatory Commissions from 

4dopting Automatic Adjustment Charges for Water Company Infrastructure Costs.” (Id.) NASUCA 

‘strongly recommended[ed]” that DSIC-type mechanisms not be authorized because NASUCA 

3elieves that the DSIC-type mechanisms (1) contradict sound rate of return ratemaking principles, 

including the matching principle; (2) circumvent regulatory review of rate base items for prudence 

md reasonableness; (3) create bad public policy by eliminating the incentive to control costs between 

rate cases and incentivizing increased spending; (4) reduce rate stability and distort proper price 

signals by causing frequent rate increases; (5) are unnecessary to ensure adequate water quality, 

pressure, and continuity of service; (6) inappropriately reward water companies that imprudently fall 

behind in infrastructure improvements; and (7) shift business risk away from water companies and 

toward consumers. (Id.) RUCO also cited a report on cost trackers published in September 2009 by 

a principal with the National Regulatory Research Institute, which asserted that cost trackers result in 

higher utility costs and undercut the positive effects of regulatory lag, and April 2009 testimony 

opposing a DSIC-type mechanism made by the Consumer Advocate for the Commonwealth of 
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’ennsylvania before the Pennsylvania House Consumer Affairs Committee. (Id. at 98-99.) In 

iddition, RUCO stated that the Commission had recently rejected a DSIC-type mechanism for 

irizona-American (in Decision No. 72047 (January 6,201 I)) because it would have covered routine 

nvestments in plant and thus “dfid] not warrant the extraordinary ratemaking device of an adjuster 

nechanism.” (Id. at 99.) 

Although RUCO opposes adoption of a DSIC, RUCO asserted in Phase 1 that any DSIC 

ipproved by the Commission should: 

0 Only apply to those Eastern Group systems that have water loss in excess of 10.00 
percent-specifically Miami, Oracle/SaddleBrooke Ranch, and Bisbee; 

0 Be limited to one filing per year; 
Include an Operations & Maintenance (“O&M’) expense offset of 15-00 percent, to 
ensure that ratepayers benefit from reductions in O&M expense resulting fiom the 
replacement of aging infrastructure; and 
Be capped at 4.00 percent over three years subject to an annual earnings test.I6 0 

vlr. Rigsby explained in Phase I that the O&M expense offset would be a proxy for his original 

ecommendation that a specified monetary credit be applied to each foot of replacement line 

tecovered through the DSIC, which would be difficult to apply because certain of the plant assets 

xoposed to be included in a DSIC cannot be measured in linear feet. (Id.) RUCO asserted that the 

3&M offset would address RUCO’s concerns that ratepayers will not benefit from the DSIC even 

hough replacement of aging infrastructure should result in reduced O&M expenses. (Id.) 

Staffs Phase 1 Arguments 

Staff also opposed AWC’s proposed DSIC in Phase 1, for reasons similar to those described 

by RUCO. Specifically, Staff expressed concern that a DSIC alters the balance of ratemaking lag by 

reducing lag time for recovery of depreciation and return on plant investments, to the benefit of AWC 

and the detriment of its ratepayers; that allowing recovery of capital improvement costs between 

regular rate cases results in less scrutiny of plant investments both as to prudency and the used and 

usefulness of the plant; and that the DSIC, like the ACRM, may “consume significant regulatory 

resources” because of the guidelines that will need to be established regarding the capital 

l6 Decision No. 73736 at 99. 
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mprovements to which the DSIC would apply, the frequency and limitations on rate modifications, 

nd requirements for customer notice and reporting. (Id. at 99-100.) Staff acknowledged that the 

)SIC would present benefits as well-to AWC in the form of quicker recovery of depreciation and 

eturns on capital improvements as well as improved cash flow, and to ratepayers in the form of 

radualism, potentially fewer future rate cases, and improved service and reliability (resulting from 

iWC’s increased replacement of aging and deteriorating plant and reductions in water loss). ( I d )  

kaff also acknowledged that the benefits of the DSIC “may offset any disruption to the balance of 

egulatory lags and imposition on regulatory resources,” but ultimately recommended denial of the 

)SIC because its particulars and consequences had not been sufficiently resolved and needed hrther 

onsideration. (Id.) 

Staff viewed the DSIC as an adjustor mechanism, the use of which should be limited to 

extraordinary circumstance[s],” and asserted that AWC’s proposed use of the DSIC is for routine 

:xpenditures and therefore unjustified. Staff did not consider AWC’s Eastern Group 

nfiastructure replacement needs, even assuming a $67 million cost estimate, to be extraordinary. 

Id.) 

(Id.) 

In response to AWC’s evidence supporting the DSIC in Phase 1, Staff observed that the 

>SIC’S adoption in only 11 states suggested that its costs outweigh its benefits. (Id.) Staff also cited 

qASUCA’s opposition to DSIC-type mechanisms and an advocacy organization’s October 20 1 1 

‘Fact Sheet” describing the DSIC as a “Rip-off for  consumer^."'^ (Id.) In addition, Staff pointed 

]ut that Arizona water utilities are all obligated to provide safe and reliable drinking water, with or 

without a DSIC, and that the proposed DSIC raised the element of single issue ratemaking. (Id. at 

100-1 01 .) 

Staff recommended in Phase 1 that instead of approving a DSIC, the Commission could 

approve a SWIP that would: 

0 Apply only to the Miami and Bisbee systems; 
0 Apply only to replacements of transmission and distribution mains; 

” 

things, “clean, publicly controlled water.” (See Phase 1 Ex. S-4 at att. A; Phase 1 Ex. A-37.) 
The “Fact Sheet” was published by Food & Water Watch, a non-profit organization that promotes, among other 
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Allow deferral of depreciation expense on qualified plant for 24 months after placed into 
service or until rates take effect for which the plant is included in rate base, whichever 
comes sooner; 
Allow recording and deferral of cost of money using the AFUDC rate on qualified plant 
for 24 months after placed into service or until rates take effect for which the plant is 
included in rate base, whichever comes sooner; 
Require full regulatory review of depreciation and cost of money deferrals for compliance 
with traditional ratemaking conditions (e.g., prudency, used and usefblness, excess 
capacity) in the rate case following the plant in-service date; 
Require amortization of allowed combined depreciation and cost of money deferrals over 
a 10-year period; 
Condition depreciation and cost of money deferrals during the amortization period upon 
(1) AWC’s maintenance of records correlating depreciation and cost of money deferrals 
with associated plant and (2) AWC’s demonstrating (during rate cases) that the plant 
replacements contributed to reduced water loss; and 
Disallow depreciation and cost of money deferrak, wholly or in part, for deficienck! in 
records or deficiencies in demonstrating reduced water loss tied to plant replacements, 

In spite of its primary recommendation in Phase 1 to deny the DSIC and approve the SWIP, 

3affalso recommended conditions to be imposed for any DSIC that the Commission may decide to 

ipprove for AWC’s Eastern Group. (Id.) Specifically, Staff recommended that: 

The DSIC be limited to Eastern Group subsystems with water loss over 10 percent (i.e., 
Oracle/SaddleBrooke, Bisbee, and Miami); 
AWC be required to submit quarterly filings for the first year, semi-annual filings 
thereafter, and cumulative annual reports; 
DSIC charges be revised and become effective on a yearly basis, 30 days after each 
annual filing; 
Staff be required to review AWC’s initial annual filing and to prepare a memorandum and 
recommended order to be approved by the Commission before the initial DSIC surcharge 
can be implemented; 
Staff be permitted to review subsequent DSIC filings at Staffs discretion (no later than 
AWC’s next rate case); 
Any over-collections of surcharges (for improperly calculated DSICs after the initial year) 
be refunded with interest at the weighted average cost of capital (“WACC”) authorized in 
AWC’s most recent rate case, with the refund to be implemented as determined by the 
Commission in a future rate case; 
Each annual increase (initial and subsequent) in DSIC charges be limited to 2 percent of 
the Commission-authorized revenue by subsystem; 
Cumulative annualized DSIC revenue by subsystem be limited to 6 percent; 
Plant items eligible for the DSIC be restricted to the following NARUC USOA plant 
accounts: 

o 343-Transmission and Distribution Mains, 
o 344-Fire Mains, 

’* Phase 1 Ex. S-3 at 36. 
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o 345-ServicesY 
o 346-Meters, 
o 347-Meter Installations, and 
o 348-Hydrants; 

AWC be required to record replacement of plant items in accordance with the NARUC 
Uniform System of Accounts ((‘USOA”); 
AWC be required to include in each DSIC filing the total amount of plant built during the 
applicable period, reconciled to the amounts recorded by USOA plant account, along with 
supporting documentation and any required regulatory permits; 
DSIC revenue be reduced by 10 percent to account for any cost savings (such as reduced 
operating expenses due to plant improvements); 
DSIC revenue be subjected to an earnings test, performed each time Staff reviews an 
AWC DSIC filing, to limit DSIC revenue when operating income (rate base x WACC) 
exceeds authorized WACC, with the earnings test to be: 

o Based on the most recent available operating income adjusted for any 
operating revenue and expense adjustments adopted in this rate case, and 

o Based on the rate base adopted in this rate case, updated to recognize changes 
in plant, accumulated depreciation, contributions in aid of construction 
(L‘CIAC”), advances in aid of construction (“AIAC”), and accumulated 
deferred income taxes (“ADIT”) through the most recently available financial 
statements (no less than quarterly); 

AWC be required to notify customers of changes in the DSIC by including appropriate 
explanatory information on the first bill to be received following any change in the DSIC 
rate and on the first bill to be received following the effective date of the rates established 
in this rate case; 
DSIC eligibility be restricted to replacement facility costs (from prescribed USOA 
accounts) to serve existing customers; 
Plant projects funded through federal, state, and other non-investor sources be ineligible 
for DSIC treatment; 
The DSIC charge for each customer be calculated as a percentage (carried to two decimal 
places) of the total amount billed to the customer under AWC’s otherwise applicable rates 
and charges; and 
DSIC charges collectec19be subject to refund to customers if AWC cannot demonstrate a 
reduction in water loss. 

Staff disagreed in Phase 1 with AWC’s characterization of the DSIC as equivalent to an 

ACRM, not because of distinctions in how the DSIC would operate in practice as compared to an 

ACRM, but because of the justification for and plant additions that would be supported by the DSIC 

as opposed to the ACRM. (Id. at 103.) Staff witness Mr. Michlik pointed out in Phase 1 that while a 

water company has no control over the amount of arsenic in its ground water supply, it can impact its 

Decision No. 73736 at 101-103. 
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vater loss and, further, that the ACRM was implemented both to address the “extraordinary financial 

turden” that utilities would face as a result of the new arsenic MCL and the “overwhelming 

egulatory burden” to the Commission expected to result from receiving many nearly simultaneous 

lrgent filings caused by the arsenic MCL. (Id.) Staff also recounted the history of the Commission’s 

idoption of the ACRM, which included numerous meetings over approximately a two-year period. 

Id.) 

Staff witness Mr. Fox testified in Phase 1 concerning the similarities and distinctions among 

he ACRM, AWC’s proposed DSIC, and Staffs recommended SWIP. Mr. Fox observed that Staffs 

eview of ACRM filings generally involves at least three distinct members of Staff, generally takes 

onger than the originally anticipated 60 days, occasionally takes up to or even more than a year, and 

s limited to the two steps prescribed for each approved ACRM. (Id.) Mr. Fox testified that the 

>SIC review process would be virtually the same?’ (Id.) Mr. Fox also stated that Staff resources are 

me reason for Staffs recommendation of a SWIP rather than a DSIC in Phase 1 because Staff 

:urrently has very limited personnel available in general and also specifically with any experience 

.eviewing ACRM filings. (Id.) Staff believed that the DSIC could result in numerous filings for 

ncreases, although it is likely (due to the overall cap proposed in the Phase 1 DSIC proposal) that 

here would have been only three distinct filings in between rate cases, each resulting in a relatively 

ninimal rate increase. (Id. at 103-104.) Additionally, Mr. Fox pointed out in Phase 1 that the DSIC 

proposal did not require a full permanent rate case application within a specified brief period of time, 

while the ACRM does. (Id. at 104.) Mr. Fox also confirmed that the schedules AWC proposed to 

include in its DSIC filing are the same schedules required in an ACRM application. (Id.) Mr. Fox 

added that any DSIC should include deduction of ADIT from the cost of plant additions included in 

the DSIC, something that Staff now believes should have been required for the ACRM. (Id.) 
~~ ~ 

Mr. Fox stated: 
So I think the process is essentially the same. I have an engineer do an evaluation of whether or not 
the plant went into service and whether it’s used and usehl. We’ll review the supporting 
documentation, the invoices, the contracts, overheads, et cetera, accumulate the cost, and any - - and, 
you know, calculate a revenue requirement and use whatever rate design is approved and look at what 
the impact is on the typical customer and prepare a recommendation, and, of course, if RUCO submits 
a report, we would include that analysis in preparing our memorandum and recommended opinion and 
order. 

(Phase 1 Tr. at 1456.) 
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In Phase 1, Mr. Fox explained that if the SWIP were adopted there would have been no rate 

hanges or rate proceedings in between rate cases. (Id.) In addition, Mr. Fox stated, recovery under 

he SWIP would be slightly higher than recovery under the DSIC because the SWIP would have 

nvolved AFUDC and the need to compensate AWC for the time value of money.*’ (Id.) Staff 

sserted in Phase 1 that the SWIP would permit AWC to realize all the financial benefits of new 

ilant, such as depreciation, until its next rate case while maintaining balance in regulatory lag and the 

principles of the historical test year. (Id.) 

Summarv of Settlement Ameement22 

The signatory parties assert that the Phase 2 settlement process was open, transparent and 

nclusive of all parties. According to AWC witness Reiker, there were three formal negotiation 

&essions over a period of weeks involving the Company, Staff, and RUCO, with many of the 

ntervenors attending two of the sessions. (Tr. 48-52.) Staff witness Olea stated that the negotiations 

vere “transparent, professional and open to all parties in this docket. All parties were allowed to 

)penly express their views and opinions on all issues.” (Ex. S-1 , at 9.) RUCO witness Mr. Quinn 

igreed that RUCO participated vigorously in the settlement discussions and was given the 

)pportunity to express its views during negotiations, although RUCO ultimately did not sign the 

4greement. (Tr. 392-396.) 

Key Provisions of SIB Mechanism 

The Settlement Agreement includes a number of provisions related to the SIB mechanism and 

Surcharge that the signatory parties claim contains significant compromises compared to AWC’s 

Phase 1 DSIC proposal, as revised during the course of the Phase 1 proceedings. 

The Settlement provides, among other things for: Commission pre-approval of SIB-eligible 

projects; SIB project eligibility criteria; a limit on SIB surcharge recovery to the pre-tax rate of return 

and depreciation expense associated with SIB-eligible projects; an “efficiency credit” of five percent; 

a cap on the SIB surcharge of five percent of the Phase 1 revenue requirement; separate line items on 

customer bills reflecting the SIB surcharge and the efficiency credit; Commission approval of the SIB 

” 

and ten cents a year from today with the SWIP. (See Phase 1 Tr. at 1464.) ’’ The Settlement Agreement (admitted at the Phase 2 hearing as Ex. A- 1) is attached hereto as “Attachment A.” 

The analogy provided was that with the DSIC, a customer would pay a dollar today, versus instead paying a dollar 
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urcharge prior to implementation and adjustments; a limit of five SIB surcharge fiIings between 

,eneral rate cases; an annual true-up of the SIB surcharge; and notice to customers at least 30 days 

lrior to SIB surcharge adjustments. (Ex. A-1 .) 

SIB Mechanism 

As defined in the Settlement, the SIB mechanism “is a ratemaking device designed to provide 

or the timely recovery of the capital costs (depreciation expense and pre-tax return on investment) 

ssociated with distribution system improvement projects meeting the requirements contained herein 

nd that have been completed and placed in service and where costs have not been included for 

ecovery in Decision No. 73736.’’ (Ex.A-I, 12.3.) 

The SIB surcharge would be applicable only for plant replacement investments to provide 

dequate and reliable service to existing customers and that ”are not designed to serve or promote 

ustorner growth.” (Id. at 72.1 .) 

Approval of SIB-Eligible Proiects 

Under the terms of the Settlement Agreement, all of the SIB-eligible projects must be 

eviewed by Staff and approved by the Commission prior to being included by AWC in the SIB 

urcharge. For purposes of eligibility in this case, the specific projects proposed for inclusion in the 

nitial surcharge are described in Exhibit A to the Settlement, which, according to Mr. Reiker, Staff 

ias now reviewed and approved. (Ex. A-2, at 1 1 .) On a going-forward basis, all of the projects must 

)e completed and placed into service prior to being included in the SIB surcharge. (Ex.A-1, q2.5.) 

.4WC is also required to file a report with the Commission every six months summarizing the status 

of all SIB-eligible projects. (Id. at q4.8.) 

Costs Eligible for SIB Recovery 

Cost recovery under the SIB mechanism is allowed for the pre-tax return on investment and 

depreciation expense for projects meeting the SIB-eligible criteria and for depreciation expense 

associated with those projects, net of associated plant retirements. (Id. at 13.2.) The Settlement 

provides that the rate of return, depreciation rates, gross revenue conversion factor and tax multiplier 

are to be the same as those approved in Phase 1 in Decision No. 73736. (Id. at 73.2.1, 3.2.2’3.2.3.) 

DECISION NO 73938 19 
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Efficiency Credit 

The Settlement provides that the SIB surcharge will include an “Efficiency Credit” equal to 

ive percent of the SIB revenue requirement. (Id. at 73.3,) 

Surcharge Cap 

The Agreement caps the amount that is permitted to be collected annualIy by each SIB 

urcharge filing to five percent of the revenue requirement authorized in Decision No. 73736. (Id at 

3.4.) 

Timinp of SIB Surcharge Filings 

Under the Settlement, AWC: may file up to five SIB surcharge requests between rate case 

lecisions; may make no more than one SIB surcharge filing every 12 months; may not make its 

nitial SIB surcharge filing for the Eastern Group prior to 12 months following the effective date of 

IecisionNo. 73736 (ie., February 20,2014); must make an annual SIB surcharge filing to true-up its 

urcharge collections; and must file a rate case application for its Eastern Group no later than August 

i 1,20 16, with a test year ending no later than December 3 1,201 5, at which time any SIB surcharges 

hen in effect would be reviewed for inclusion in base rates in that proceeding and the surcharge 

vould be reset to zero. (Id. at Sections 4.0 and 5.0.) 

SIB Rate Design 

The Settlement Agreement states that the SIB surcharge will be a fixed monthly charge on 

:ustomers’ bills, with the surcharge and the efficiency credit listed as separate line items. The 

;urcharge will increase proportionately based on customer meter size. (Id. at Section 8.0.) 

Commission Approval of SIB Surcharge 

The Agreement provides that each SIB surcharge filing must be approved by the Commission 

prior to implementation. Upon filing of the SIB surcharge application, Staff and RUCO would have 

30 days to review the filing and dispute and/or file a request for the Commission to alter the 

surcharge or true-up s~rchargelcredit.~~ AWC is also required to provide a proposed order with each 

SIB filing for the Commission’s consideration, and if no objection is filed to the SIB surcharge 

At the hearing, Mr. Olea clarified that because customer notice is required at least 30 days prior to the effective date of 
a surcharge adjustment (Ex. A-I, fi7.2), any customer would have an opportunity to object to the Company’s surcharge 
request prior to the Commission scheduling the matter for consideration at an Open Meeting. (Tr. 3 10-3 1 1.) 
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equest the request shall be placed on an Open Meeting agenda at the earliest practicable date. (Id. at 

jection 9.0.) 

Public Notice 

Under the terms of the Settlement, at least 30 days prior to a SIB surcharge becoming 

:ffective AWC is required to provide public notice to customers in the form of a bill insert or 

xstomer letter. The notice must include: the individual surcharge amount by meter size; the 

ndividual efficiency credit by meter size; the individual true-up surchargekredit by meter size; and a 

;ummary of the projects included in the current surcharge filing, including a description of each 

iroject and its cost. (Id. at 17.2.) 

Positions of the Parties Regarding Settlement Agreement 

Arizona Water Company 

In Phase 1, AWC asserted that its proposed DSIC is modeled after and would operate in the 

iame manner as an ACRM, which has been accepted by the Commission and others as being 

:onsistent with Arizona law. (Phase 1 AWC Br. at 23.) AWC also claimed that the Commission has 

substantial discretion to adopt ratemaking methodologies and approaches as necessary to address 

3articular issues and that the Commission has used this discretion previously to include C WIP within 

:ate base (to set rates for plant not yet completed at the end of a historical test year) because the 

public interest is served by rate stability, not by constant rate hearings. (ld. at 23-24.) AWC argued 

that the Court of Appeals’ decision in Scales v. Arizona Corp. Comm’n acknowledged the 

Commission’s ability to adjust rates outside of a general rate case setting in exceptional 

circumstances, but expressly did not decide whether the Commission could authorize a partial rate 

increase without requiring completely new submissions or “whether the Commission could have 

referred to previous submissions with some updating or whether it could have accepted summary 

financial information.’’ (Phase 1 AWC Br. at 23-25 (quoting Scates, 118 Ariz 531, at 537, 578 P.2d 

612, at 618 (App. 1978).) In response to RUCO’s arguments in Phase 1, AWC asserted that RUCO 

had ignored that the DSIC was modeled on the ACRM, which the Commission has determined to be 

constitutional. AWC also argued that the Arizona Supreme Court in Arizona Cmty. Action Ass ’n v. 
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M o n a  Corp. Comm ’n authorized step increases between rate cases under certain conditions. (Phase 

AWC Reply Br. at 14-15, citing Arizona Cmty. Action, 123 Ariz. 228, 599 P.2d 184 (1979).) 

AWC contends in Phase 2 that the SIB is a necessary remedy for the Company’s inability to 

ecover its cost of service for the past 16 years, resulting in AWC’s shareholders subsidizing the 

2ompany’s operations by more than $41 million since 1996. (Tr. 63-64.)24 The Company asserts that 

ts inability to earn authorized returns has undermined the ability to finance critical infrastructure 

teplacement and improvement projects, resulting in detrimental impacts on customers due to frequent 

ine breaks on aging distribution lines. (Phase 1 Tr. 329, 370.) 

AWC claims that thousands of breaks occur every year in the Eastern Group systems but 

:urrent ratemaking policies hinder the Company’s ability to make necessary infrastructure 

*eplacements and improvements. The Company points out that its Eastern Group contains over 3.5 

nillion lineal feet (600 miles) of water mains and over 33,000 service connections, of which 371,000 

ineal feet and 4,915 service connections need to be replaced over the next ten years. (Water Loss 

<eduction Report, at 7, 18; Phase 1 Exs. A-10, at 8 and A-28, at 35.) 

In response to criticisms from RUCO, AWC asserts that although it regularly replaces failing 

nfrastructure, and has a rigorous water loss reduction program, those ongoing efforts are not 

wfficient to replace the large portions of infrastructure that are at or beyond their usefbl lives. (Phase 

1 Exs. A-9, at 14 and A-28, at 43-49.) According to AWC, the scale of the needed replacement 

program dwarfs the resources available to the Company, thereby requiring implementation of a 

ratemaking tool to assist in those efforts. (Phase 1 Exs. 9, at 15-16 and A-29, at FKS-lU38.) The 

Company argues that RUCO presented no evidence disputing the impending water infrastructure 

replacement crisis facing the Company; nor did RUCO present any credible evidence that a SIB 

mechanism is not klly justified under these circumstances. 

AWC claims that its infrastructure replacement program would require the expenditure of 

approximately $67 million over the next ten years, which is nearly twice the amount of capital that 

was required to comply with the federal arsenic standards. (Phase 1 Exs. A-9, at 14-25, A-10, at 4-5, 

24 Mr. Reiker conceded that AWC paid out to shareholders substantially more than $41 million in dividends over the same 
period. (Tr.118-119.) 
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nd A-28, at 73, 81 .) The Company contends that spending $67 million over the next ten years is an 

xtraordinary expense that it does not have the resources to fund. (Phase 1 Ex. A-9, at 15-16; Phase 1 

’r. at 370.) AWC asserts that its shareholders recently infused over $10 million in equity, that the 

Zompany is not able to fund the needed replacements internally, and that its ability to finance those 

rojects through issuance of additional long-term bonds is compromised by the Company’s weakened 

inancial state. (Phase 1 Tr. 332,365-371.) 

The Company argues that the SIB mechanism would provide credit support that will assist its 

:fforts to attract capital to finance the infrastructure projects. AWC points out that the water industry 

s among the most capital intensive industries, and the SIB mechanism will help mitigate regulatory 

ag and add stability to cash flows, thereby helping to support the Company’s credit quality, bond 

ating, and ability to attract capital. (Phase 1 Ex. A-34, at 21-22,26; Phase 1 Tr. at 329-332.) AWC 

ilso contends that a DSIC-like mechanism, such as the SIB, would be viewed by credit rating 

tgencies as credit supportive. (Phase 1 Ex. A-34, at 22-26.) AWC further claims that the SIB 

nechanism will help the Company’s ability to recover its cost of service and will reduce regulatory 

ag for the critical replacement projects. (Tr. 64; Ex. A-2, at 22.) 

AWC also argues that the SIB mechanism, like the ACRM that was approved previously, 

Mould provide significant benefits to customers by allowing the Company to replace and upgrade 

iging infrastructure while implementing more gradual and smaller rate increases. (Phase 1 Exs. A-5, 

st 4-5 and A-34, at 26-27.) The Company points out that the SIB-eligible projects would be limited 

10 aging infrastructure used to serve existing customers, and for which there is no disagreement 

regarding the need for replacement. (Ex. A-1, at Ex. A; Tr. 72-73, 127-128; Phase 1 Exs. A-9, at 17- 

20 and A-28, FKS-13.) 

AWC disputes RUCO’s contention that a DSIC, or SIB as is now proposed, would shift risks 

to ratepayers because, according to the Company, absent approval of a SIB-like mechanism, the 

continued lag in recovery of infrastructure capital investment would leave the Company unable to 

recover its cost of service in a timely manner. (Phase 1 Exs. A-5 and A-34, at 6.) AWC contends that 

an ongoing inability to earn its authorized return on investment would ultimately result in higher rates 

to customers due to higher borrowing costs and more frequent rate cases. (Phase 1 Ex. A-5, at 6.) 
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’he Company claims that rather than shifting risks to customers, the SIB would more closely align 

ost recovery with the customers that benefit from the infrastructure replacement projects. AWC also 

sserts that the SIB mechanism would promote rate stability by imposing more gradual, and smaller 

ate increases, while at the same time allowing the Company a better opportunity to recover its cost 

if service, resulting in a healthier company. (Tr. 64-65, 303; Ex. A-2, at 12-13.) AWC claims that 

UJCO’s Director agreed that, overall, rate gradualism and a healthy utility company provide benefits 

o customers. (Tr. 423,453-455.) 

AWC also opposes RUCO’s suggestion that if a DSIC-like or SIB mechanism is approved, 

he Commission should reduce the Company’s return on equity (“ROE”). The Company’s witness in 

’hase 1, Ms. Ahern, testified that it was important for purposes of raising capital that AWC receive a 

;ufficient ROE in conjunction with a DSIC mechanism because even with such a mechanism 

nvestors’ expected returns are not diminished. (Phase 1 Ex. A-34, at 29; Phase 1 Tr. 997-998.) Ms. 

%em stated that none of the other states that have adopted DSIC-like mechanisms have reduced the 

ttility’s ROE as a result. (Id.) The Company also cites to Staff witness Mr. Olea’s testimony at the 

iearing that the 10.55 percent ROE authorized by the Commission in Phase 1 should not be reduced 

LS a result of the SIB Settlement Agreement because of the five percent efficiency credit built into the 

igreement. (Tr. 272-273, 275-276.) AWC points out that Mr. Olea added that because the SIB- 

:ligible plant is only a small portion of AWC’s rate base, the authorized ROE and SIB should be 

:onsidered separately. (Id. at 3 17-3 19.) AWC asserts that RUCO did not present evidence as to what 

m appropriate ROE adjustment should be as a result of a SIB, and presented no studies to support its 

Aaim that a ROE adjustment should be made. (Tr. 427,487-489.) 

With respect to the issue of using depreciation expense as an offset to infrastructure 

replacement costs, AWC claims that the Commission’s rules define depreciation expense as allowing 

for a utility’s recovery of the original cost of plant investment, less salvage value. (Arizona 

Administrative Code (“A.A.C.”) R14-2-102(A)(3).) The Company contends that allowed 

depreciation expense does not provide for extra funds, beyond the return of the capital investment in 

rate base, to fund plant replacements at many times the cost of the plant being replaced. AWC asserts 

that the Commission’s rules, as well as its historic treatment of depreciation expense, entitle a utility 

24 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

I 

I 21 

22 

23 

24 

25 

20 

27 

28 

o re 

DOCKETNO. W-O1445A-11-0310 

wery ofits investment (through depreciation) and on its investment (through ROE). (AWC Br. 

it 24-25.) 

Regarding the legal arguments associated with the SIB mechanism, AWC argues that 

ilthough the Arizona Supreme Court requires that a utility’s fair value rate base must be utilized 

when setting the Commission has substantial discretion to adopt methodologies and 

tpproaches necessary to address particular issues, such as the impending infrastructure crisis the 

Zompany claims is facing Arizona’s investor owned water companies. (Arizona Corp. Comm’n v. 

Irizona Pub. S e n .  Co., 113 Ariz. 368,370,555 P.2d 326,328 (1976).) AWC asserts that in Arizona 

%blic Sewice, the Arizona Supreme Court found that the Commission has discretion to consider 

)ost-test year events and it is in the pubIic interest to have stability in the rate structure rather than a 

:onstant series of rate cases. (Id.) 

AWC also cites Arizona Community Action in support of its contention that approval of the 

SIB mechanism is within the Commission’s ratemaking discretion. In Arizona Community Action, 

he Arizona Supreme Court found that a two-step process for including CWIP in rate base, and 

ncreasing rates accordingly, was reasonable. Although the court struck down the Commission’s use 

if the utility’s ROE as the sole criterion for adjusting rates, it found that adding CWIP to the 

jetemination of fair value was reasonable under constitutional requirements if used only for a 

limited period of time. (1 23 Ariz. at 230-23 I ,  599 P.2d at 186- 187.) 

The Company also argues that the holding in Scates supports the Commission’s ability to 

adjust rates outside of a general rate case if exceptional circumstances exist, such as the Company 

believes are presented in this proceeding. In Scates, the Arizona Court of Appeals held that the 

Commission was required to determine the utility’s fair value prior to authorizing adjustments to a 

telephone provider’s charges for all installation, moving and changing of telephones. The court 

struck down the Commission’s approval of rate increases for those charges because the Commission 

had not inquired as to whether the increased revenues received by the company resulted in a rate of 

return greater or lesser than the return established during the prior rate case hearing. (Id. at 534, 578 

’’ Simms v. Round Valley Light & Power Co., 80 Ariz. 145, 151,294 P.2d 378, 382 (1956). 
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’.2d at 615.) However, the court i Scutes stated that there may be exceptional circumstances in 

qhich the Commission could authorize partial rate increases without the submission of an entirely 

ew rate case. (Id. at 537,578 P.2d at 618.) 

AWC asserts that the SIB mechanism is consistent with the cited court cases because the SIB 

urcharges would be based on specific, identifiable, quantifiable plant additions that are reviewed by 

ltaff, and approved by the Commission, before they are implemented. The Company also claims that 

1 would be required to file annual summary scheduIes of infrastructure costs, and how those costs 

vould affect customer rates. AWC argues that the five percent annual revenue cap, the limit of five 

XB surcharge filings between rate cases, the requirement to file a rate case within five years to seek 

ecovery of all of the SIB surcharge infrastructure costs, as well as notice requirements and other 

,becks and approvals, are all factors that reflect consistency with the public interest, Arizona laws, 

nd court cases interpreting the Arizona Constitution and applicable statutes. (AWC Br. at 22.) 

EPCOR 

EPCOR argues that the Commission should adopt the proposed SIB mechanism as set forth in 

he Settlement Agreement as a means of improving the fairness of water company regulation in 

irizona and encouraging water utilities to make necessary replacements of water infrastructure. 

EPCOR Ex. 1, at 2-3.) EPCOR witness Mr. Broderick stated that the SIB mechanism would reduce 

*egulatory lag and increase the likelihood that utilities will undertake “earlier, well-paced and 

iecessary improvements” to replace infrastructure in order to maintain or improve service to 

xstomers. (Id. at 3.) 

EPCOR claims that the open and transparent negotiation process that led to the Settlement 

Agreement, and the diverse interests involved, required compromises that resulted in an agreement 

that is in the public interest. EPCOR contends that the SIB mechanism provides benefits to utilities 

md customers alike because it will allow surcharges only for replacement of existing plant and will 

allow for smaller, more gradual increases for customers, as well as an efficiency credit. (EPCOR Br. 

at 2.) 

. . .  

. . .  

26 73938 



I 

I 

I 

I 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

2c 

21 

22 

I 2: 

I 2L 

2: 

~ 

I 

I 
I 

I 

I 2: 

21 

I 2t 

DOCKET NO. W-O1445A-11-0310 

Arizona Investment Council 

AIC witness Mr. Yaquinto testified in support of the Settlement Agreement, stating that the 

;IB mechanism would provide AWC with an important tool for acquiring the capital needed to 

inance needed repairs to, and replacement of, infrastructure in the Company’s aging systems. (AIC 

3x. 1, at 4.) He indicated that the SIB surcharge would be permitted only for narrowly defined 

:riteria, but would allow AWC the opportunity for more timely recovery of plant investments thereby 

educing regulatory lag that he believes penalizes investors. (Id.) Mr. Yaquinto stated that AIC 

upports SIB-like mechanisms for all water and wastewater companies and, as set forth in the 

jettlement, the SIB is expected to serve as a template for other companies. (Id.) 

AIC supports the Settlement Agreement because it believes the SIB mechanism will position 

IWC to compete for needed capital on better terms and conditions than would otherwise be available 

o replace critical infrastructure. (Id. at 5.) According to AIC, approval of ratemaking mechanisms 

ike the SIB will signal to investors that there is an improved regulatory environment in Arizona, 

Nhich will further enhance the ability of utilities in Arizona to compete for scarce capital. (Id.) Mr. 

faquinto claims that the SIB mechanism will also benefit customers by enabling water companies to 

nake infrastructure improvements to ensure safe and reliable service, and due to efficiencies from 

:hose infrastructure investments that will flow to customers through the five percent efficiency credit. 

:Id. at 5-6.) Finally, AIC contends that customers will benefit from the SIB mechanism because there 

will be smaller rate increases associated with plant investments that will be spread more gradually. 

(Id. at 6.)  

Liberty UtilitiedGlobal Water 

Liberty Utilities and Global Water (jointly “Liberty/Global”)26 contend that the SIB is in the 

public interest because it provides a needed mechanism for funding infrastructure replacements for 

aging facilities. They claim that the level of needed infrastructure investment is substantial and even 

if AWC and other water utilities were able to raise the necessary capital to fund such projects, the 

result for customers would be massive and sudden rate increases once those investments are 

26 Liberty/Global filed a joint brief in this case and their arguments in support of the Settlement will therefore be 
summarized together. 
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acognized in rate base. LibertyIGlobal state that the better way to address these infrastructure needs 

5 to adopt a mechanism like the SIB, citing to the testimony of Mr. Olea that companies have to have 

he funds to provide adequate, safe, and reliable service - and the SIB will provide a better 

pportunity for the Company to do so. (Tr. 375.) Liberty/Global also refer to Mr. Olea’s claim that 

he SIB will benefit both the Company and customers by having a company that is capable of making 

,ecessary replacements and improvements so that customers can receive safe and reliable water 

ervice. (Id. at 304.) 

Liberty/Global contend that a key benefit of the SIB is that smaller, more gradual rate 

ncreases are preferable to customers. (Global Ex. 2, at Attach, 2; EPCOR Ex. 1, at 3; RRUI Ex. 1, at 

I.) They claim that with more gradual rate increases it is likely that full, contested rate cases seeking 

arge increases will become less frequent, and that gradualism is built into the Settlement by virtue of 

he five percent annual cap on SIB surcharge increases. (Global Ex. 2, at Attach. 2; Ex. A-1, at 73.4.) 

hnother benefit cited by Liberty/Global is the five percent efficiency credit, which they claim has not 

)een adopted in any other state that has approved a DSIC-like mechanism. (Global Ex. 2, at 3-4.) 

rhey point to Mr. Olea’s testimony that the efficiency credit represents an actual dollar benefit to 

atepayers that the Company will never get back. (Tr. 265, 330.) Liberty/Global further contend that 

he SIB will enhance the Company’s financial stability by improving earnings and cash flow, and 

hereby its ability to raise funds. (Ex. A-2, at 11-12.) 

Liberty/Global assert that the Settlement Agreement’s indication that it may be used as a 

,emplate for other companies furthers the public interest by providing uniformity of administration, 

md potentially reduces Staffs workload in reviewing SIB filings. (Tr. 208, 248.) Liberty/Global 

;him that the SIB was carefully designed because it is intended to be used as a template that would 

place more of the burden on utilities, rather than Staff, to allow for quicker processing. (Id. at 288, 

291-292.) 

With respect to the issue of using depreciation expense for infrastructure replacements, 

Liberty/Global argue that A.R.S. 0 40-222 is not a viable alternative to adoption of the SIB. That 

statute provides, in relevant part, that the Commission may: 

28 DECISION NO. 73938 
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ascertain and fix the proper and adequate rates of depreciation of the 
several classes of property for each, and each [public service] 
corporation shall conform its depreciation accounts to the rates so 
ascertained and fixed, and shall set aside the money so provided for out 
of earnings and carry such money in a depreciation fund and expend 
the fund, and the income therefrom, only for the purposes and under 
rules and regulations, both as to original expenditure and subsequent 
replacement, as the commission prescribes. 

Liberty/Global claim that the first part of the statute, relating to fixing depreciation rates, has been 

implemented through the Commission’s rules and is applied to utilities in Arizona. (A.A.C. R14-2- 

102.) However, according to LibertyIGIobal, the second part of the statute, authorizing the 

Zommission to require a depreciation fund, is an “obscure and long-dormant provision” that no 

witness in any case has advocated be adopted. (LibertyIGlobal Br. at 7.) They claim that the statute 

was enacted in 1912, that the Commission has never used the statute, and “if a special, restricted 

lepreciation fund was in the pubIic interest, it would have been used by now.” (Id) 

Liberty/Global argue that mandating a depreciation fund would result in higher rates because 

Lf depreciation funds are restricted to infrastructure replacement, rates would need to be higher to 

provide sufficient cash flow to the Company. (Tr. 343.) They also claim that because depreciation 

Expense is based on the original cost of the asset, and plant costs increase over time, a depreciation 

Fund would not provide adequate capital to replace assets decades later. (Id. at 77, 113-1 14,360-362.) 

Liberty/Global fiuther argue that the statute itself does not allow the Commission to act by ad hoc 

orders on this issue, but requires action by “rules and regulations.” (A.R.S. 8 40-222.) Finally, they 

contend that application of the statute would raise serious constitutional issues, likely sparking 

Iitigation, because redirecting depreciation expense to a special restricted h n d  would not provide the 

required return of the utility’s investment, thereby violating the “takings clause” of the United States 

Constitution, the takings clause of the Arizona Constitution (Article 2, § 17), and Article 15, $0 3 and 

14 of the Arizona Constitution. (LibertylGlobal Br. at 7-9.) 

With respect to the legal arguments raised by RUCO, Liberty/Global claim that the SIB 

mechanism was specifically tailored to comply with all applicable legal requirements regarding 

ratemaking, including the fair value requirement of the Arizona Constitution. They assert that the 

SIB is a ratemaking adjuster mechanism that is designed to provide for the timely recovery of capital 

29 
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osts invested for system improvement projects meeting specific defined criteria, within AWC’s 

eneral rate proceeding. Liberty/Global contend that Arizona law does not prohibit use of a 

3temaking adjuster mechanism as long as the mechanism is approved in a rate case and it comports 

yith the fair value requirement in Article 15, 0 14 of the Arizona Constitution. They claim that the 

IIB is nearly identical in nature to the Environmental Improvement Surcharge (“EIS”) approved for 

uizona Public Service Company (“APS”) in Decision No. 73183 (May 24, 2012) pursuant to a 

ettlement agreement in the last APS rate case. LibertylGlobal point out that the APS settlement was 

igned by A P S ,  Staff, RUCO and a number of other parties without challenge to the legality of the 

CIS. Liberty/Global contend that due to the similarities between the EIS and SIB, the Commission’s 

pproval of the EIS effectively approved the legality of the SIB as well. (Liberty/Global Br. at 10- 

1 .> 
LibertylGlobal dispute RUCO’s contention that approval of a DSIC (or SIB) is an 

xtraordinary ratemaking scheme that is legally impermissible. They assert that approval of the SIB 

vould be within the structure of AWC’s base rate case, and the Commission has approved many 

ypes of adjusters and similar mechanisms in other dockets. Liberty/Global argue that although the 

;IB does not fall into the category of an automatic adjustment clause for specific expenses such as 

;as and electric fuel costs, it is intended to recover plant investment costs incurred by the utility for 

naking necessary system improvements and is therefore consistent with the requirements of Scates. 

2s described in the Scates decision, adjustment clauses are generally acceptable if done within the 

iamework of a utility’s rate structure, in accordance with all statutory and constitutional 

acquirements, and are “designed to insure that, through the adoption of a set formula geared to a 

specific readily identifiable cost, the utility’s profit or rate of return does not change.” (Scates, supra, 

118 Ariz. 531, 535, 578 P.2d 612, 616 (App. 1978).) According to Liberty/Clobal, the SIB satisfies 

these requirements because the surcharge would apply only to projects meeting specific criteria, and 

applies a set formula to readily identifiable and defined plant, using the rate of return established in 

Phase 1, thereby ensuring the Company’s authorized rate of return does not change. (Ex. A-1, at flfi 

3.0,3.2,6.3.) 

30 DECISION NO. 73938 - 



I 

DOCKET NO. W-O1445A-11-03 I O  

22 

22 

23 

24 

25 

2t 

2; 

22 

Liberty/Global assert that even if the Commission were to determine that the SIB is not a 

itemaking adjuster mechanism, it is still a lawful surcharge authorizing rate increases based on a 

etermination of AWC’s fair value rate base, pursuant to the holding in Residential Utility Consumer 

?&%e v. Arizona Corp. Comm’n, 199 Ariz. 588, 20 P.3d 1169 (App. 2001) (“Rio Verde”). 

,iberty/Global claim that contrary to RUCO’s contention (Tr. Sol), the Arizona Constitution does 

ot require that the Commission take all ratemaking elements into consideration as would be done in 

general rate case, but rather only requires that the fair value of a utility’s property be ascertained 

(hen setting rates. (Arizona Constitution, Article 15, 9 14.) They contend that once fair value is 

scertained, as would be done each time a SIB surcharge adjustment is approved, the Commission 

!as ample discretion to use the fair value in setting rates or adjusting a surcharge. 

LibertyElobal dispute RUCO witness Mr. Rigsby’s claim that the Commission would not be 

naking a new fair value determination as part of each surcharge filing. (RUCO Ex. 12, at 13.) 

,iberty/Global point out that the Settlement Agreement requires a FVRB finding for AWC as 

stablished in Decision No. 73736, plus the additional SIB plant, along with the rate of return as 

.pplied to that FVlU3 and related revenue. (Tr. 332-333.) Citing Simms v. Round VaZZey Light & 

lower Co., 80 Ariz. 145,294 P.2d 378 (1956), Liberty/Global argue that the SIB fully complies with 

he fair value standard because the SIB requires a determination of the fair value of the Company’s 

ate base, as well as the SIB plant, at the time the surcharges are proposed. (80 Ariz. 145, 151, 294 

’.2d 378, 382.) Liberty/Global assert that all the Constitution requires is that the Commission 

letermine and consider fair value in setting rates, as reinforced in the Arizona Supreme Court’s 

lecision in US West Comm., Inc. v. Arizona Corp. Comm’n, 201 Ariz. 242, 245-246, 34 P.3d 351, 

354-355 (2001) (“US West U’) and the Court of Appeals’ decision in Phelps Dodge Curp. v. Arizona 

EIec. Power Co-op., Inc., 207 Ariz. 95, 106, 83 P.3d 573, 584 (App. 2004) (“Phelp Dodge”). 

According to Liberty/Global, both US West I1 and Phelps Dodge confirm that the Commission has 

broad discretion in using the fair value determination, as long as the fair value is ascertained as part 

of the analysis. They claim that the Commission has the discretion to adopt mechanisms necessary to 

address particular ratemaking issues, including matters subsequent to a historic test year and 

construction projects contracted and commenced during the test year (Arizona Public Service, supra, 
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vel1 as construction work in progress that is not yet in service (Arizona 

h z r y .  Action, supra, at 230, 599 P.2d at 186.) LibertyIGlobal also point to the Commission’s 

doption in prior cases of an ACRM, without a legal challenge, that enabled water utilities to comply 

{ith federal arsenic standards, as an example of a mechanism that supports approval of the SIB in 

Cs case. 

LibertyIGlobal contend that, as a matter of law, the SIB mechanism falls within the 

:ommission’s broad discretion and is consistent with relevant court decisions. They assert that the 

:ommission has already determined the fair value of AWC’s rate base in Phase 1; that any SIB 

urcharge will be based on specific infrastructure added to the approved rate base; and that AWC will 

le required to file annual summary schedules of the actual pIant addition costs, along with FVRB 

nformation that will enable the Commission to determine, in accordance with Scates, how the 

lroposed surcharge would impact the Company’s rate of return. Liberty/Global claim that, following 

hat analysis, under the terms of the Settlement, the SIB surcharge would only be permitted to the 

xtent that AWC’s return on rate base for a particular system does not exceed the rate of return 

uthorized by Decision No. 73736. (Liberty/Global Br. at 17-1 8.) 

Liberty/Global also argue that the SIB mechanism satisfies all required ratemaking elements 

inder Arizona law because the SIB revenue requirement is based on the established rate of return, as 

vel1 as the Phase 1 authorized gross revenue conversion factor/tax multiplier and depreciation rates, 

ess the five percent efficiency credit, which thereby effectively reduces the SIB plant return on 

:quity and ensures that AWC’s rate of return does not increase. Other requirements cited by 

iberty/Global include: the limitation of SIB surcharge filings to once every 12 months, and no more 

.han 5 filings between general rate cases; annual true-up filings; submission of detailed information 

showing an analysis of the effect of the SIB plant on FVRB, revenue, and the fair value rate of return 

3pproved in Decision No. 73736; and a 30-day review period for Staff and RUCO, as well as review 

and approval by the Commission. (Id, at 20-21 .) Finally, Liberty/Global contend the EIS approved 

in the most recent APS rate case, pursuant to a settlement signed by RUCO and a number of other 

parties, is very similar to the proposed SIB and therefore if the EIS is legal, the SIB must likewise be 

legal. 
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- Staff 

In Phase 1, Staff asserted that the DSIC, as proposed by AWC, did not comply with the 

irizona Constitution. (Phase 1 Staff Br. at 26.) Staff stated that the Arizona Constitution requires 

he Commission to determine the fair value of a utility’s property in order to set just and reasonable 

ates, but allows the Commission to make adjustments to rates outside of a rate case through rate 

idjustors under very limited circumstances. (Id.) Staff added that this authority was limited to 

bxceptional situations and that to remain in compliance with the Arizona Constitution, the 

:ommission is still required to determine fair value and to consider the overall impact of the 

idjustment on the rate of return. (Id. (citing Scafes, 118 Ariz. at 533.)) Staff also asserted in Phase 1 

hat AWC had not provided sufficient detail to allow for a determination that the proposed DSIC 

vould meet the constitutional requirements. (Id at 26-27.) For example, Staff expressed doubt in 

’hase 1 concerning the extent or nature of Staff‘s evaluation of the new plant and its prudency, 

jtaff s ability to evaluate the overall impact of the rate increase, whether the DSIC would apply only 

o projects specifically listed in the DSIC Study, and how due process would be ensured. (Id.) Staff 

:oncluded in Phase 1 that without all of these details, the constitutionality of the DSIC cannot be 

jetermined and, thus, the DSIC must be denied. 

Staff further asserted in Phase 1 that the scope of the DSIC was so broad that the “DSIC 

xosses over from the realm of an adjustor mechanism into a rate case.” (Id. at 28.) Staff claimed in 

he prior phase that the DSIC would not be used to recover costs, but instead to increase rate base; 

that the increased rate base would be included for all future calculations of rates; and that the 

surcharge would continue for the life of the asset in question, With the revenue generated to be treated 

as income rather than as a separate fund to be used to acquire the plant or pay the cost of the plant. 

(Id.) Staff also argued in Phase 1 that there were no exceptional circumstances that would justify the 

DSIC because AWC always knew that the infrastructure would need to be replaced someday and 

could and should have prepared for that day but failed to do so. (Id. at 27.) 

However, Staff stated in its Phase 1 reply brief that: “Staff does not believe that a DSIC, per 

se, would violate the Arizona Constitution so long as its methodology meets the constitutional 

mandate,” but that Staff was concerned that the proposed DSIC did not meet the mandate. (Phase 1 
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itaff Reply Br. at 19.) Staff agreed with AWC's contention that judicial interpretation of the Arizona 

:onstitution is the origin of the requirement for a finding of fair value and the formula for ratemaking 

n which a rate of return is applied to that fair value. (Id at 19-20 (citing US West 11,201 Ariz. 242, 

'45-46, 34 P.2d 351, 354-359.) Staff acknowledged that exceptions have been created for matters 

fter the historic test year, including construction projects commenced during the test year and CWIP; 

or interim rates and automatic adjustment clauses; and for the ACRM. (Id. at 20-21 .) Staff asserted, 

towever, that the DSIC proposed in Phase 1 did not qualifL as any of these-that it could not be 

ustified as an interim rate because there was no emergency, and it could not be justified as an 

idjuster mechanism because it was designed to pass on the cost of new plant rather than changes in 

>pecific and segregated costs. (Id. at 21-22.) Staff indicated that, unlike an ACRM, the proposed 

'hase 1 DSIC would apply to more than one plant, would not be limited to only two step increases, 

md would not impose a requirement for a rate case application to be filed by a specific date with a 

'ate case (including a true-up) to follow. (Id at 22.) 

In Phase 2, Staff negotiated and signed the Settlement Agreement that Staff asserts remedies 

he issues identified by Staff in Phase 1 as being legally problematic. Staff contends that the record 

iupports a finding that AWC's infrastructure replacement needs are extraordinary in scope, and that 

:ustomers will benefit from timely replacement of aging plant through decreased water losses, fewer 

iutages, and improved quality of sexvice. (Phase 2 Staff Br. at 2.) Staff disputes RUCO's assertion 

.hat rate setting methods must be limited to those traditionally employed in general rate cases. Staff 

points to the ACRM as a mechanism initially employed by the Commission a decade ago, without 

legal challenge, to address an extraordinary situation presented by more stringent arsenic limits 

imposed by the USEPA, which adversely affected a number of water companies in Arizona. (See, 

e.g., Decision No. 66400 (October 14,2003).) 

According to Staff, the SIB mechanism comports with the requirements of the Arizona 

Constitution because it would require the Commission to ascertain AWC's fair value rate base each 

time a surcharge adjustment is made. Staff points out that Section 7 of the Settlement specifically 

requires the Company to provide a schedule (Schedule D) with each adjustment filing that would 

enable the Commission to update the fair value rate base determined in Phase 1 to reflect additional 

34 



I 1 

I 2 

3 
~ 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

I 

25 

2t 

2; 

I 2E 

DOCKET NO. W-0 1445A- 1 1 -03 1 0 

IB-eligible plant, which updated fair value finding would be set forth in a Commission Order 

pproving each surcharge request. Staff asserts that it is not reasonable to suggest that the 

:ommission would not use the updated fair value information “to aid it in the proper discharge of its 

uties.. .” as required by the Constitution. (Arizona Constitution, Article 15, § 14.) Staff also notes 

iat the Commission may terminate the SIB at any time. (Ex. A-1, at 110.1 .) 

Staff argues that the Commission has broad discretion in employing appropriate rate setting 

nethodologies. Staff cites Simms, supra, wherein the Arizona Supreme Court stated that “[tlthe 

omission in exercising its rate-making power of necessity has a range of legislative discretion and 

o long as that discretion is not abused, the court cannot substitute its judgment as to what is fair 

?slue or a just and reasonable rate.” (80 Ariz. 145, 154,294 P.2d 378, 384, internal citation omitted.) 

h f f  claims that the SIB would allow the Commission to implement a series of step rate increases, 

nly after making an updated fair value finding, as a means of enabling AWC to undertake 

ubstantial infrastructure replacements without having to file a series of rate cases - which the courts 

lave found would not be in the public interest. (Arizona Public Service, supra, 113 Ariz. 368, 371, 

155 P.2d 326,329.) Staff also cites Arizona Community Action, wherein the Arizona Supreme Court 

ipheld the Commission’s approval of step increases associated with CWIP additions (although the 

:OW rejected using APS’ ROE as the sole criterion for triggering an increase). (123 Ark. 228, 229- 

!31, 599 P.2d 184, 186-187.) In that case, the court stated that it did not find fault with the 

Zommission’s attempt to avoid a constant series of extended rate hearings by allowing step increases 

lased on the updated CWIP adjustments. (Id. at 230-231, 599 P.2d at 186-187.) Staff contends that 

he SIB does not suffer from the “sole criterion” deficiency rejected by the court because the SIB 

loes not empIoy an earnings test, or any other test, that would be subject to control by the Company. 

Staff points out that the SIB has a number of protections built in, including that: it was 

developed within the context of a full AWC rate case; it is limited to replacement projects used to 

serve existing customers, less retirements; each SIB surcharge would be capped at five percent of the 

Phase 1 revenue requirement, subject to true-up; AWC is required to file a full rate case by August 

31, 2016, thus ensuring that the SIB adjustments Will be of limited duration; each step increase will 

be approved by Commission Order; the SIB may be suspended by the Commission; and the 
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:ommission will make a fair value finding prior to approval of each SIB adjustment, based on 

etailed schedules verifying the plant additions that are SIB-eligible. (Staff Br. at 6-7.) 

Staff disputes RUCO’ s “single issue ratemaking” arguments, claiming that contrary to 

IJCO’s assertions, the Arizona Constitution does not include that terminology, and under the 

olding in Scates a full rate case is not required for every rate adjustment given the court’s statement 

?at “[tlhere may well be exceptional situations in which the Commission may authorize partial rate 

ncreases without requiring entirely new submissions.” (Scates, I18 Ariz. at 537, 578 P.2d at 618.) 

’he court in Scates stated that it was not deciding “whether the Commission could have referred to 

lrevious submissions with some updating or whether it could have accepted summary financial 

nformation.” (Id.) Staff claims that the SIB requires updated information to be submitted by the 

:ompany and there is no reason to assume that the Commission would not consider that information 

I its evaluation of each SIB surcharge filing. Staff points to Mr. Olea’s testimony that if objections 

vere filed regarding the specific SIB schedules submitted by the Company, “Staffs expectations 

vould be that the SIB would not go forward and such proceedings as the Commission or Hearing 

Iivision may order would ensue.. ..” (Tr. 250.) 

Staff also contends that, contrary to RUCO’s claims, Staffs position regarding AWC’s 

u-oposed DSIC in Phase 1 is not inconsistent with its support for the SIB in Phase 2. Staff asserts 

hat its concerns in Phase 1 were that the DSIC provided benefits only to the Company, and that the 

>SIC lacked certain features that were necessary to comply with Arizona law. Staff claims that those 

sues  are resolved by the Settlement Agreement because the SIB provides for a five percent 

:fficiency credit that directly benefits ratepayers, and the SIB contains elements that comply with 

4rizona law regarding fair value, step increases, and the corresponding impact on rate of retum. 

:Staff Br. at 9.) 

According to Staff, the SIB provides an equitable balance between the interests of the 

Company and ratepayers because the SIB will enable AWC to attain timely recovery of capital 

investments for needed repairs and replacements while, at the same time, benefitting customers by: 

providing better service; imposing a five percent efficiency credit on SIB plant; and providing for 

smaller and more gradual rate increases. (Id. at 10.) With respect to RUCO’s suggestion that AWC’s 
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.uthorized ROE of 10.55 percent shouId be reduced, Staff contends that RUCO did not present 

vidence in either Phase 1 or 2 to support its arguments. Staff claims that “as part of a DSIC-type 

nechanism, the parties and the ALJ could consider an adjustment to the ROE set by the 

:ommission.” (Id. at 11, emphasis original.) However, Staff argues that the 10.55 percent ROE 

ipproved in Decision No. 73736 should not be modified in Phase 2 because there is no evidence that 

iWC’s overall risk would be reduced by adoption of the SIB, and the negotiated five percent 

:fficiency credit is effectively a surrogate for a ROE adjustment because it reduces the ROE on SIB- 

:ligible plant by approximately 87 basis points (assuming adoption of AWC’s alternative proposal - 

{ee Tr. 233). (Staff Br. at 12- 13 .) 

RUCO 

RUCO argued in Phase 1 that there was no legal basis for the proposed DSIC in Arizona. 

WCO stated that the Arizona Constitution generally requires the Commission to ascertain the fair 

ralue of a utility’s property in Arizona when it engages in ratemaking, but that Arizona courts have 

illowed for two situations when the Commission may engage in ratemaking without making a fair 

ralue finding: (1) when the Commission has established an automatic adjuster mechanism, or (2) 

when the Commission approves interim rates. (Phase 1 RUCO Br. at 11-13 (citing, inter alia, Scates 

md A2 AG Op. 71-17).) RUCO asserted in Phase 1 that the DSIC was not an adjuster mechanism 

3ecause it was not designed to be used to account for fluctuations in specified operating expenses 

:awed by price volatility, but instead to recover the cost of replacing plant for which there is no 

allegation of price volatility. (Id. at 11-12.) RUCO further argued that the DSIC could not be 

authorized as an interim rate because AWC did not meet the criteria for obtaining interim rates (as 

provided in Arizona Attorney General Opinion No. 71-17) and the Company had not requested 

interim rates. (Id. at 13.) RUCO claimed in Phase 1 that the other states that have DSIC-type 

mechanisms have different laws than Arizona, and that Arizona law protects ratepayers from the 

piecemeal ratemaking and unfair rates that would result if the DSIC were approved. (Id. at 13-14.) 

In its Phase 1 reply brief, RUCO addressed AWC’s assertion that the DSIC proposed in Phase 

1 must be constitutional because the ACRM is constitutional. RUCO claimed that the ACRM 

resulted from various stakeholders coming together to address a one-time event (the USEPA’s 
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idoption of a more stringent MCL for arsenic) that would impact dozens of Arizona water companies 

imultaneously; that the ACRM has been and is now treated as an adjuster mechanism, which is one 

if the limited exceptions to the constitutional fair value requirement as per Arizona case law; that the 

egality of the ACRM had never been called into question or reviewed by any Arizona court; and that 

vhether the ACRM would satisfy the legal standard for an adjuster mechanism is “questionable and 

hould not be presumed.” (Phase 1 RUCO Reply Br. at 2.) RUCO added that the constitutionality of 

he ACRM was not at issue in this case and was irrelevant in considering the legality of the Phase 1 

)SIC. (Id at 2-3.) RUCO reiterated that the Commission must find fair value when setting rates 

:xcept in limited circumstances, which were not satisfied by the DSIC, and that the proposed DSIC 

vas therefore not authorized under Arizona law. (Id at 5.) 

With respect to the Phase 2 Settlement Agreement, RUCO argues that the Agreement and 

roposed SIB are not in the public interest because they do not provide sufficient benefits and 

)rotections for ratepayers. RUCO also reiterates many of the same legal arguments it made in Phase 

I contending that like AWC’s proposed DSIC, the SIB would violate Arizona law. 

RUCO does not appear to dispute AWC’s substantial infrastructure replacement needs; 

iowever RUCO contends that those needs have long been known to the Company; that the 

2ommission in Decision No. 73736 granted AWC an increase to its ROE to compensate the 

Zompany for those infrastructure needs; that the SIB fails to adequately recognize reduced operating 

:xpenses associated with the replacement plant; that ratepayers will pay more in the long run under 

the SIB; and that the five percent efficiency credit on SIB plant is inadequate compensation for the 

shifting of risk to ratepayers associated with reduced regulatory lag. (RUCO Br. at 1-3.) 

RUCO argues that the SIB is not an adjuster mechanism or an interim rate, which it claims are 

the only exceptions recognized by the courts to the constitutional requirement of ascertaining and 

employing a company’s fair value rate base in setting rates. RUCO cites the Scates and Rio Verde 

decisions by the Court of Appeals to support its contention that adjuster mechanisms may only be 

used to adjust narrowly defined operating expenses, such as fuel costs, and that an adjuster clause 

may only be implemented as part of a full rate hearing. (Scates, 118 Ariz. 531, 535, 578 P.2d 612, 

616; Rio Verde, 199 Ariz. 588, 592, 20 P.3d 1169, 1173.) RUCO claims that the proposed SIB 
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nechanism is not an adjuster mechanism because its purpose is not to make automatic adjustments 

or fluctuating operating expenses, but instead only serves to increase the Company’s rate base and 

hus its operating income. RUCO asserts that the SIB only allows rates to adjust upwards as a result 

,f permitting recovery of SIB-eligible plant costs, and that the SIB is not the type of adjustment 

nechanism contemplated by the court in Scates. 

According to RUCO, the only other exception to a fair value finding in a full rate case is when 

nterim rates are implemented, which would require that the Commission find the existence of an 

:mergency; the posting of a bond by the utility; and an undertaking by the Commission to determine 

inal rates after a valuation of the utility’s property. (Rio Verde, supra, at 591, 20 P.3d at 1172.) 

WCO states that AWC has not asserted that an emergency exists; nor has the Company requested 

mplementation of interim rates. RUCO cites Arizona Attorney General Opinion No. 71-17 which 

lefined an emergency as when “sudden change brings hardship to a company, when a company is 

nsolvent, or when the condition of the company is such that its ability to maintain service pending a 

brmaf rate determination is in serious doubt.” RUCO claims that AWC has not presented evidence 

hat it would meet any of the criteria to satisfy an emergency finding under that definition. 

RUCO asserts that the Arizona Constitution’s fair value requirement would not be satisfied if 

‘ate increases were granted under the proposed SIB mechanism. According to RUCO, the SIB is not 

m adjuster mechanism but is simply a method to enable AWC to recover additional revenue based on 

zapital investments made between rate cases. (RUCO Br. at 8.) RUCO contends that there are no 

exceptional circumstances presented in this case that would warrant approving the SIB. RUCO 

points to Mr. Olea’s testimony at the hearing wherein he stated that the only extraordinary 

circumstance that developed between Phase 1, when Staff opposed the DSIC, and Phase 2, in which 

Staff supports the SIB, is the Commission’s directive to the parties to negotiate regarding the DSIC 

issue. (Tr. 301.) RUCO claims that a directive from the Commission is not the type of event that 

would constitute an extraordinary or exceptional situation. 

RUCO argues that the Commission would not be making a new fair value finding each time 

the Company applies for a surcharge adjustment, citing to Mr. Rigsby’s testimony. (RUCO Ex. 12, at 

13.) Therefore, RUCO claims, the SIB would not meet the constitutional fair value requirements 
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nder Arizona law. In its brief, RUCO quotes a passage from Simms, wherein the Arizona Supreme 

:out stated: 

It is clear, therefore, that under our constitution as interpreted by this 
court, the commission is required to find the fair value of the 
company’s property and use such finding as a rate base for the purpose 
of calculating what are just and reasonable rates .... While our 
constitution does not establish a formula for arriving at fair value, it 
does require such value to be found and used as the base in fixing rates. 
The reasonableness and justness of the rates must be related to this 
finding of fair value. 

Simms, supra, 80 Ariz. at 151, 294 P.2d at 382.) RUCO contends that the Schedule D analysis that 

5e Company would be required to file with each SIB adjustment request, and which would show the 

mpact of plant additions on the Company’s fair value rate base, revenue, and fair value rate of return 

stablished in Decision No. 73736, “does not go far enough.” (RUCO Br. at 10.) 

Citing the claims made in Mr. Rigsby’s testimony (RUCO Ex, 12, at 13-15), RUCO suggests 

hat although the Schedule D analysis was included in order to satisfy Scates, “the Commission will 

lot, as required by law, make a meaninghl finding of fair value and use that finding as a rate base for 

he purpose of establishing rates.” (RUCO Br. at 11.) RUCO contends that Scates requires that alI 

)arts of the ratemaking equation must be evaluated - “at least a mini-type rate case” - before rate 

idjustments could be made, and the SIB is deficient because it examines only one part of the 

:quation. (Id.) Therefore, according to RUCO, the SIB would constitute “single issue ratemaking” 

md would render the fair value requirement “meaningless.” (Id.) 

RUCO asserts that there are a number of other problems with the Settlement Agreement, and 

:he SIB mechanism, including: the five percent efficiency credit is insufficient to compensate 

ratepayers for shifting of risk; the Settlement does not explain what happens to the SIB after the next 

rate case; the SIB expands eligibility of recoverable costs to almost every kind of plant; the 10 

percent water loss criterion could be gamed and would create an incentive for the Company to 

neglect certain systems near the 10 percent threshold so that plant replacements would become SIB- 

eligible; the SIB does not address the relationship between infrastructure replacement needs and use 

of depreciation expense funds or dividend payouts; the Settlement is unclear as to what will happen if 
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party objects to a SIB surcharge filing within the allotted 30-day period; the SIB does not include 

n earnings test; the SIB could generate revenues by serving new customers, despite language to the 

ontrary in the Settlement; and there is no provision in the Settlement for adjusting the ROE to reflect 

doption of the SIB. (RUCO Br. at 13-17.) 

RUCO concludes that there are numerous reasons why the Settlement Agreement is not in the 

iublic interest. According to RUCO, the SIB is illegal under Arizona law; there is no tying of the 

XB and authorized ROE; and the Commission specifically granted AWC a higher ROE in Phase I to 

.ddress the Company’s infrastructure needs. RUCO claims that adoption of the Settlement will 

rstablish a dangerous precedent and encourage companies to seek both a SIB and higher ROE to 

iddress infrastructure needs, resulting effectively in double recovery for the same purposes. 

fierefore, RUCO requests that the Commission reject the Settlement Agreement. (la. at 1 8- 19.) 

Discussion 

AWC provided compelling evidence in Phase 1 that its Eastern Group systems, most notably 

he Miami and Bisbee systems, have areas in which the pipes have corroded or otherwise degraded so 

LS to become very fragile and to have leaks and breaks occurring at an excessive rate. In addition, 

IWC established that the frequency of leaks and breaks in Eastern Group systems is generally 

ncreasing. No party has presented evidence effectively rehting AWC’s assertion that it needs to 

)egin replacing large amounts of infkastructure in its Eastern Group systems in an attempt to ensure 

;ystem rdiability and reduce excessive water loss. Nor has any party effectively refuted AWC’s 

fisertion that its proposed three-year plan is a reasonable and appropriate plan to initiate the 

replacement of infrastructure on a much larger scale than has historically been performed, or AWC’s 

position that it currently lacks the financial means to complete the infrastructure replacements in the 

timeframe it is proposing without obtaining additional funding in some manner. 

The Commission generally must determine a fair value rate base and apply a rate of return to 

that rate base when it develops rates. The case law interpreting the Commission’s constitutional 

duties state that the Commission may diverge from this ratemaking method when authorizing interim 

rates in the event of an emergency (Le.? interim rates), and when the Commission authorizes (in a rate 

case) an automatic adjuster mechanism to address specific costs occurring subsequent to the rate case. 

41 J3Ff‘JPJnN ~ f s  73938 



I 1 

I 2 I 

~ 3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

ia 

1s 

2c 

21 

2: 

2: 

2L 

2t 

2( 

2‘ 

~ 

’ 

DOCKET NO. W-O1445A-11-0310 

cates suggests that there may be exceptional situations that warrant a departure from the usual 

iethod. RUCO takes issue with AWC’s comparison of its current situation to its need to construct 

rsenic treatment plants to come into compliance with the USEPA MCL standard for arsenic, and 

sserted that AWC’s current infrastructure replacement needs do not rise to the level of an 

xceptional situation. 

L e d  Issues 

In both Phase 1 and Phase 2, the parties discussed in their post-hearing briefs the legality of a 

)SIC (and in Phase 2 the SIB) under Arizona law. Arizona Constitution, Article XV, 0 14 provides: 

The Corporation Commission shall, to aid it in the proper discharge of its duties, ascertain the fair 

,slue of the property within the State of every public service corporation doing business therein . . . .” 
’his language has been interpreted to require the Commission to establish a utility’s authorized rates 

~y applying a fair rate of return to the fair value of the utility’s property devoted to the public use at 

ne time of the inquiry (or as near as possible thereto), as determined by the Commission based upon 

11 available relevant evidence. (See, e.g., Arizona Corp. Comm’n v. Arizona Water Co., 85 Ariz. 

98,203-04,335 P.2d 412,415 (Ari~. 1959)). 

The Arizona Supreme Court has clarified that “the Commission in its discretion can consider 

natters subsequent to the historic year” when establishing fair value rate base in a rate case. (Arizona 

2ublic Service, 113 Ariz. 368, 371, 555 P.2d 326, 328-29 (1976))’ and has specifically approved the 

iortion of a Commission decision that allowed inclusion of CWIP for plant that was under 

:onstruction during the test year and would go into service within two years after the effective date of 

1 Step I1 increase, when the step increase methodology had been created in a full permanent rate case 

hat included a determination of fair value. (Arizona Cmty. Action, 123 Ariz. 228,230,599 P.2d 184, 

186.) 

In Arizona Public Service, the Arizona Supreme Court held that although the Commission 

must ascertain fair value, it was not prohibited from taking into consideration in its fair value 

determination the addition of CWIP after the end of the test year. In so finding, the court stated: 
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A plant under construction is at least a relevant factor which the 
Commission could consider in determining fair value. The attorney 
general’s opinion would cut off consideration of any facts subsequent 
to the historic year. In Simms v. Round Valley, supra, we said: ‘Fair 
value means the value of properties at the time of inquiry (citing 
cases),’ and ‘(t)his is necessary for the reason that the company is 
entitled to a reasonable return upon the fair value of its properties at the 
time the rate is fixed (citing cases).’ From the foregoing, it is obvious 
that the Commission in its discretion can consider matters subsequent 
to the test year, bearing in mind that all parties are entitled to a 
reasonable opportunity to rebut evidence presented. Construction 
projects contracted for and commenced during the historical year may 
certainly be considered by the Commission upon the cutoff time 
previously indicated. We would not presume to instruct the 
Commission as to how it should exercise its legislative functions. 
However, it appears to be in the public interest to have stability in the 
rate structure within the bounds of fairness and equity rather than a 
constant series of rate hearings. 

113 Ariz. at 371, 555 P.2d at 329 (internal citations omitted).) The Arizona Supreme Court 

einforced this view in Arizona Commztnity Action, by affirming the Commission’s decision to allow 

nclusion of CWIP in APS’ rate base within two years of a Step I1 rate increase. (123 Ariz. 228,230- 

!3 1, 599 P. 2d 184, 186-1 87.) In that case, the court considered whether it was permissible for the 

:ommission to authorize a rate of return based on plant construction in progress but not yet in 

ervice, which would result in five percent step increases over a three-year time period (1977-1979). 

Uthough the court struck down the tying of step increases solely to APS’ return on equity, it found 

he Commission’s inclusion of funds expended on CWIP to be “entirely reasonable.” (Id.) With 

mespect to the legality of the step increase approved by the Commission, the court stated: 

In view of [Arizona PubZic Service], supra, we find entirely reasonable 
that portion of the Commission’s decision allowing the inclusion of 
[CWIP] to go on line within two years from the effective date of the 
Step I1 increase. Nor do we find fault with the Commission’s attempt 
to comply with our indication in [Arizona Public Service], supra, that a 
constant series of rate hearings are not necessary to protect the public 
interest. The hearing culminating in the order of August 1, 1977, 
resulted in a determination of fair value. The adjustments ordered by 
the Commission in adding the CWIP to that determination of fair value 
were adequate to maintain a reasonable compliance with the 
constitutional requirements if used only for a limited period of time. 

)(emphasis added.) 
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As a general proposition, we recognize that the courts have consistently required that the 

:omission find fair value before allowing an adjustment in rates. As indicated above, exceptions to 

he requirement to base rates on a monopolistic utility’s fair value rate base have typically been 

ecognized for interim rate increases when an emergency exists, and for rate increases caused by 

.utomatic adjustment clauses, when the automatic adjustment clause itself is created in a permanent 

ate case that meets all legal requirements and the clause is designed to ensure that the utility’s profit 

tr rate of return is unchanged by application of the clause. (See Rio Verde, supra, 199 Ariz. 588,20 

’.3d 1169; Scates, supra, 118 Ariz. 531, 578 P.2d 612; Arizona Attorney General Opinion No. 71- 

7.) 

However, in Scates, the Court of Appeals indicated that in exceptional circumstances the 

:ommission may adjust rates outside of a full rate case. Although the court found the Commission 

,id not have authority to allow increases between rate cases to certain of a telephone company’s 

harges without a consideration of the impact on the company’s rate of return and financial condition, 

he court suggested that updated submissions may be permitted to adjust rates between full rate cases. 

%us, in Scates, the appellate court suggested a third exception to the general rule: 

We do not need to decide in this case whether as a matter of law there 
must be a de novo compliance with all provisions of the order in 
connection with every increase in rates. The Commission here not only 
failed to require any submissions, but also failed to make any 
examination whatsoever of the company’s financial condition, and to 
make any determination of whether the increase would affect the 
utility’s rate of return. There may well be exceptional situations in 
which the Commission may authorize partial rate increases without 
requiring entirely new submissions. We do not decide in this case, for 
example, whether the Commission could have referred to previous 
submissions with some updating or whether it could have accepted 
summary financial information. 

(118 Ariz. 531, at 537,578 P.2d 612, at 618.) 

In Rio Verde, the Court o f  Appeals addressed the issue of whether the Commission properly 

approved a surcharge to recover increased CAP water expenses between rate cases without 

ascertaining the utility company’s fair value. The court, citing Simms and Arizona PubZic Service, 

held that the Arizona Constitution requires the Commission to determine the company’s fair value, 
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nd the justness and reasonableness of the rates must be related to this fair value. (199 Ariz. 588, at 

91,20 P.3d 1169, at 1172.) 

However, the courts have also consistently upheld the Commission’s broad discretion to use 

2ir value in a manner that recognizes changing regulatory circumstances. For example, in US West 

( supra, the Arizona Supreme Court recognized that although a fair value finding is required under 

ie Constitution, the Commission was not bound by a “rigid formula” in setting just and reasonable 

5tes. (201 Ariz. at 246, 34 P.3d at 355.) Although the court in US West N was considering fair value 

1 the context of competitive telecommunications services, and not for a monopoly water company 

uch as AWC, the court’s discussion of the fair value requirement is instructive. 

Because neither this court nor the corporation commission possesses 
the power to ignore plain constitutional language, we hold that a 
determination of fair value is necessary with respect to a public service 
corporation. But what is to be done with such a finding? In the past, 
fair value has been the factor by which a reasonable rate of return was 
multiplied to yield, with the addition of operating expenses, the total 
revenue that a corporation could earn. That revenue figure was then 
used to set rates.. ..But while the constitution clearly requires the 
Arizona Corporation Commission to perform a fair value 
determination, only our jurisprudence dictates that this finding be 
plugged into a rigid formula as part of the rate-setting process. Neither 
section 3 nor section 14 of the constitution requires the corporation 
commission to use fair value as the exclusive “rate basis .”... We still 
believe that when a monopoly exists, the rate-of-return method is 
proper. Today, however, we must consider our case law interpreting 
the constitution against a backdrop of competition. In such a climate, 
there is no reason to rigidly link the fair value determination to the 
establishment of rates. We agree that our previous cases establishing 
fair value as the exclusive rate base are inappropriate for application in 
a competitive environment .... Thus, fair value, in conjunction with 
other information, may be used to insure that both the corporation and 
the consumer are treated fairly. In this and any other fashion that the 
corporation commission deems appropriate, the fair value 
determination should be considered. The commission has broad 
discretion, however, to determine the weight to be given this factor in 
any particular case. 

Id. at 245-246, 34 P.3d at 354-355.)(internal citations omitted, emphasis original.) The Court of 

Appeals reinforced this finding in Phelps Dodge, stating that: 
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... our reading of the court’s ruling [in US West 14. ..is consistent with 
the pronouncement.. .that the Commission should consider fair value 
when setting rates within a competitive market, although the 
Commission has broad discretion in determining the weight to be given 
that factor in any particular case. 

!07 Ariz. 95, at 106, 83 P.3d 573, at 584.) 

The Commission has also previously employed mechanisms such as the ACRM to address 

rtraordinary regulatory challenges for which traditional ratemaking methods were deemed 

ladequate. In Decision No. 66400, in which the Commission first adopted the ACRM, the 

omission determined that the proposed ACRM was within the Commission’s constitutional and 

atutory authority and permitted under applicable case law. (See Decision No. 66400 at 17, 19-20, 

2.) AWC’s ACRM included a requirement that the Company file with each adjustment filing: 

(1)the most current balance sheet at the time of the filing; (2) the 
most current income statement; (3) an earnings test schedule; (4) a 
rate review schedule (including the incremental and pro forma 
effects of the proposed increase); (5) a revenue requirement 
calculation; (6) a surcharge calculation; (7) an adjusted rate base 
schedule; (8) a CWIP ledger (for each project showing 
accumulation of charges by month and paid vendor invoices); (9) 
calculation of the three factor formula; and (10) a typical bill 
analysis under present and proposed rates. 

d. at 14.) 

The Commission fkrther agreed that the ACRM step increase procedure was based on the 

pproach for CWIP discussed by the Arizona Supreme Court in both Arizona Public Sewice and 

rizona Community Action. The Commission stated that in both cases the court acknowledged the 

:ommission’s authority to consider post-test year matters as long as the Commission complied with 

.s constitutional duty to determine fair value. The Commission also cited Scates as supporting the 

:omission’s authority to approve step rate increases, although only in “exceptional situations.” 

The Commission found that the ACRM: 

specifically requirefs] that [A WC] file updated financial information to 
verify the actual expenditures incurred for installing arsenic treatment 
plant, as well as schedules verifying that the requested step increase 
will not result in a return in excess of the Company’s “fair value” rate 
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base return.. ..We disagree with RUCO’s contention that inclusion of 
the recoverable O&M expenses violates the tenets of the Scates 
decision.27 As the Arizona court explained in that decision, automatic 
adjustment mechanisms may be approved in the context of a general 
rate proceeding as long as the expenses are specific and narrowly 
defined. The modified ACRM proposed by Staff and Arizona Water 
satisfies the Arizona Community Action and Scates requirements 
because it is an automatic adjustment mechanism that is being 
considered in a rate proceeding which includes a “fair value” analysis 
of the Company’s utility plant. Moreover, the expenses that are eligible 
for recovery under the ACRM adjustor mechanism are narrowly 
defined costs that will be incurred by direct payments to third party 
contactors. We believe these components satisfy the requirements 
delineated in both the Scates and Arizona Community Action 
decisions?* 

-’he Commission concluded that approval of step increases under the ACRM, as described in 

Iecision No. 66400, was consistent with the Commission’s authority under the Arizona Constitution, 

atemaking statutes, and applicable case law. (Id. at 22.) 

The Commission has also considered infrastructure surcharges in several additional dockets. 

>ne of these was the docket cited by AWC in Phase 1 in which the Commission considered, in the 

:ontext of a permanent rate case for Arizona-American’s Paradise Valley Water District, a requested 

’ublic Safety Surcharge for investments to improve fire flow facilities.*’ In that docket, the 

:omission approved, infer alia, Staff‘s alternative Public Safety Surcharge of $1 .OO per 1,000 

yllons on both second-tier and third-tier residential commodity rates and on second-tier commercial 

:ommodity rates, to be used to allow Arizona-American to recover its fire flow project costs, after 

which time the surcharge would terminate. 30 (Decision No. 68858 at 3 1-32, 39-40, 44, ex. B.) In 

he decision, the Commission stated that the fire-safety-related infrastructure improvements were 

iecessary to ensure the public health and safety of ratepayers and that the ratepayers were largely in 

;upport of the improvements and willing to pay for them. (Id. at 32.) Following the implementation 

of the new rates and the Public Safety Surcharge, however, the Town of Paradise Valley, several 

affected resorts, and some homeowners’ association members contacted the Commission to express 

27 

Action had only authorized rate base updates and that the inclusion of O&M adjustments presented matching problems. 
2a Id. at 19-20. 
29 

RUCO had objected to inclusion of OgLM expense adjustments in the ACRM, arguing that Arizona Community 

Docket No. W-01303A-05-0405 et al. 
Official notice is taken of Decision No. 68858 (July 28,2006). 
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mcern regarding bill impacts. The Commission subsequently voted to reconsider the issue under 

I.R.S. 6 40-252 and, 11 months after the Public Safety surcharge had been implemented, reset the 

ublic Safety Surcharge to zero, stating that the issue should be addressed in Arizona-American’s 

ien-pending permanent rate case. 31 (Decision No. 70488 at 1 1, 14.) 

The Commission also considered an infrastructure improvement surcharge in a permanent rate 

ase for Arizona-American’s Sun City Water In that case, Arizona-American sought 

pproval of a Fire Flow Cost Recovery Mechanism (“FCRM”) that it said would allow it to cany out 

fire flow improvement plan created by the YoungtowdSun City Fire Flow Task Force formed 

ursuant to an earlier Commission Deci~ion.3~ (Decision No. 70351 (May 16, 2008).) Arizona- 

merican asserted that in the absence of a special finding mechanism, it lacked the financial ability 

3 make the recommended fire flow improvements, which had an estimated cost between $2.6 and 

5.1 million. (Id. at 5,23,24.) After accepting Staff recommendations, Arizona-American proposed 

iat the FCRM be structured like an ACRM, but with multiple phases, each of which would be 

eviewed for prudency and reasonableness of costs and would necessitate a Commission Order before 

n increase in the FCRM. (Id. at 24-25.) RUCO opposed the FCRM, stating that the proposed fire 

low improvements were discretionary and that the FCRM represented single-issue ratemaking and 

eminding the Commission of the problems experienced with the knding mechanism approved for 

ire flow improvements in the Paradise Valley District. (Id. at 5, 26-27, 28.) Staff supported the 

:CRM as necessary for public safety, stating that the FCRM should be adopted because the proposed 

Iroject costs were significant and not a normal system upgrade. (Id. at 33.) The Commission denied 

he FCRM, stating the following: 

Our experience with considering major construction projects outside the 
context of a rate case teaches us that often substantial unintended adverse 
consequences can result from implementing surcharges such as the 
FCRM. Cost recovery mechanisms such as the FCRM should only be 
implemented in extraordinary circumstances. We do not find that the 
proposed fire flow improvement project warrants the extraordinary rate 
making treatment being proposed by the Company, Staff and Youngtown. 
Consequently, we deny the request to implement the FCRM. Our finding 

Official notice is taken of Decision No. 70488 (September 3,2008). 
Docket No. W-01303A-07-0209. 
Official notice is taken of Decision No. 70351 (May 16,2008). The Decision creating the Youngtown/Sun City Fire l 3  

Flow Task Force was identified as Decision No. 67093 (June 30,2004). (Decision No. 70351 at 5.) 
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on the merits of the FCRM, however, does not affect how the Commission 
would treat the capital improvements if the Company const3ycted them 
voluntarily and seeks their inclusion in rate base in a rate case. 

The Commission also considered and denied a request by Global Water to implement a 

Iistributed Energy Recovery Tariff (“DERT”) that would operate like an ACRM and allow Global 

Mater to recover the costs of constructing renewable energy facilities built at wastewater facilities, as 

hose renewable energy facilities were completed?’ (Decision No. 71 878 (September 15, 2010)). 

l e  initial phase of construction proposed to be covered under the DERT was a photovoltaic 

nstallation with an estimated cost of $1.5 to $2.0 million. (Id. at 43.) Both RUCO and Staff opposed 

he DERT, asserting that any such renewable energy plant costs incurred should be recovered through 

i rate case rather than through a special mechanism such as an ACRM-like surcharge. (Id. at 43-45.) 

:he Commission agreed, stating: 

We applaud Applicants’ initiatives in conservation and environmental 
stewardship. We also agree that in some cases, adjustors that support 
policy objectives are appropriate. However, the proposed plant additions 
not only are not required to meet government mandated standards, but 
they are also not essential to the provision of utility service by Applicants, 
and would come at the expense of increased costs to customers at a time 
when some customers are already finding it difficult to meet their 
household expenses. We find that in today’s economic climate, the 
benefits of the proposed adjustor do not outweigh the costs to customers, 
which costs include having them bear the risk of Applicants;6plant 
investments. The proposed adjustor will therefore not be approved. 

The Commission again considered an Infrastructure Improvement Surcharge (“11s”) requested 

)y Arizona-American for its Sun City Water district to replace aging mains, hydrants, meters, tanks, 

md booster stations.37 (Decision No. 72047 (January 6, 201 l).) Arizona-American acknowledged 

hat the type of plant to be replaced was ordinary, but asserted that the replacement costs were 

xojected to be quite large.38 (Id. at 91.) Staff and RUCO both opposed the ITS, arguing that the use 

If an adjustor mechanism, an extraordinary ratemaking device, was not warranted. (Id at 91-92.) 

l4 Decision No. 70351 at 36. 
Official notice is taken ofDecision No. 71878 (September 15,2010). 

l6 Decision No. 7 1878 at 45-46. 
Official notice is taken of Decision No. 72047 (January 6,201 1). ’* The estimated cost of the necessary plant replacements was not included in the Decision, but was asserted in 

Arizona-American’s post-hearing brief to be $7.5 million for the next five years. Official notice is taken of this statement 
made on page 40 of Arizona-American’s post-hearing brief filed in Docket Nos. W-01303A-09-0343 et al. on July 16, 
2010. 
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h e  Commission denied the IIS, “agree[ing] with RUCO and Staff that the recovery of expenditures 

or plant additions and improvements does not warrant the extraordinary ratemaking device of an 

idjustor mechanism.” (Id. at 92.) 

Most recently, however, in Phase 1 of this proceeding, we indicated that due to the evidence 

)resented regarding the substantial infrastructure replacement needs faced by AWC, “we are 

upportive of the DSIC type mechanism” and kept the record open to allow additional discussions 

)etween the parties regarding the DSIC issue. (Decision No. 73736, at 104.) As discussed herein, the 

settlement Agreement was the product of those discussions and was opposed only by RUCO. 

Conclusion 

After reviewing the court decisions interpreting the constitutional requirements imposed on 

he Commission’s ratemaking authority, we believe that the Settlement Agreement, and the SIB 

nechanism incorporated therein, together with the financial information and analysis required herein, 

iatisfies the fair value concerns addressed by various court decisions. Although RUCO asserts that 

he Settlement does not require a fair value finding by the Commission when the SIB surcharge is 

idjusted, the Schedule D information that is required to be filed at the time a surcharge adjustment 

eequest is made requires “an analysis of the impact of the SIB Plant on the fair value rate base, 

wenue, and the fair value rate of return as set forth in Decision No. 73736.” (Ex. A-1 at 77.1.7.) 

Moreover, Mr. Olea testified that any Order would “include a finding of - a determination of fair 

value or a consideration of fair value.” (Tr. 333.) 

From a practical perspective, the SIB wouId operate very similarly to the existing ACRM, 

with which the Commission now has extensive experience, and which the Commission has 

determined to be lawful. However, unlike the ACRM, the SIB does not require the Company to 

include with its surcharge adjustment filings information regarding earnings. We will therefore 

require AWC to include in each of its surcharge adjustment filings similar fmancial information 

required for ACRM adjustments, as described in Decision No. 66400. To the extent that the 

Settlement Agreement does not require the filing of the following information with each SIB 

adjustment, AWC shall file the following information: (1) the most current balance sheet at the time 

of the filing; (2) the most current income statement; (3) an earnings test schedule; (4) a rate review 

50 DECISION NO. 73938 
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cheduIe (including the incremental and pro forma effects of the proposed increase); (5) a revenue 

:quirement calculation; (6) a surcharge calculation; (7) an adjusted rate base schedule; (8) a CWIP 

:dger (for each project showing accumulation of charges by month and paid vendor invoices); (9) 

alculation of the three factor formula (as requested by Staff); and (IO) a typical bill analysis under 

Iresent and proposed rates. 

The Company shall also be required to perform an earnings test calculation for each initial 

iling and annuaI report filing to determine whether the actual rate of return reff ected by the operating 

ncome for the affected system or division for the relevant 12-month period exceeded the most 

ecently authorized fair value rate of return for the affected system or division, with the earnings test 

D be: based on the most recent available operating income, adjusted for any operating revenue and 

rxpense adjustments adopted in the most recent general rate case; and based on the rate base adopted 

n the most recent general rate case, updated to recognize changes in plant, accumulated depreciation, 

ontributions in aid of construction, advances in aid of construction, and accumulated 'deferred 

ncome taxes through the most recent available financial statement (quarterly or longer). The 

:arnings test results will be considered in the following manner. If the earnings test calculation 

iescribed herein shows that the Company will not exceed its authorized rate of return with the 

mplementation of the SIB surcharge, the surcharge for the year may go into effect upon issuance of 

.he surcharge approval order and subject to the conditions described herein. But if the earnings test 

:alculation described herein shows that the Company will exceed its authorized rate of return with the 

implementation of any part of the SIB surcharge, the surcharge for that year may not go into effect. 

Lastly, if the earnings test calculation described herein shows that the Company will exceed its 

authorized rate of return with the implementation of the full surcharge, but a portion of the surcharge 

may be implemented without exceeding the authorized rate of return, then the surcharge may be 

authorized up to that amount, again upon issuance of the surcharge approval order and subject to the 

conditions described herein. We reiterate that the proposed SIB surcharges shall be evaluated by the 

Commission according to all relevant factors, including the results of the earnings test. In any event, 

the earnings test shall not impact the approval of the SIB mechanism or the possibility of SIB 

surcharges in future years where authorized in accordance with the SIB mechanism. 

DECISION NO. 73938 51  
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With this additional information, the SIB allows for a consideration of all of AWC’s costs at 

ne time a surcharge adjustment is made, and is therefore permissible under Scates. The SIB 

nechanism also addresses the concerns cited in Scates in that the SIB: is an adjustment mechanism 

stablished within a rate case as part of a company’s rate adopts a set formula that would 

llow only readily identifiable and narrowly defined plant to be recovered through the surcharge; and 

pplies the rate of return authorized in Decision 73736 to SIB plant (less the five percent efficiency 

redit). 

In accordance with the court’s holding in Simms, which states that the Commission must find 

nd use the fair value of the utility company’s property at the time o f  the inquiry, and the 

easonableness and justness of rates established by the Commission “must be related to this finding of 

air value” (80 Ariz. at 151, 294 P.2d at 382), the SIB mechanism requires a determination of the 

:ompany’s fair value rate base, including the SIB plant, at the time the surcharges are proposed and 

ipproved. 

As discussed above, the applicable court decisions have found that the express language in 

kticle 15, $14 of the Arizona Constitution requires the Commission to ascertain “fair value.” The 

:outs have consistently recognized, however, that the Commission has broad discretion in the rate 

;etting formulas and techniques that it employs, and the courts will not disturb the Commission’s 

3ndings absent an abuse of that discretion. (See, Simms, supra, at 154; Arizona Public Service, supra, 

it 370.) A line of decisions establishes that, as long as fair value is determined, the Commission does 

not abuse its discretion in adopting varying ratemaking mechanisms that allow rate recovery for: 

post-test year plant (Arizona Public Service); CWIP that is not yet in service (Arizona Community 

Action); interim rates or adjuster mechanisms without a fair value finding (Rio Verde); and use of fair 

value as only one factor to be considered in setting rates in a competitive regulatory environment (US 

West I t  Phelps Dodge). An examination of these cases suggests that courts have understood that 

while a fair value determination is always required under the plain constitutional language of Article 
~~ ~ 

39 The SIB is a different type of adjuster mechanism than has previously been reviewed by the courts because it allows 
recovery of plant costs associated with AWC’s substantial distribution system improvement needs, rather than fuel costs. 
However, even if  the SIB is not considered an “adjustment mechanism” under Scates, we believe that it is an exceptional 
circumstance given the significant capital investment requirements for infi-astructure replacements demonstrated by 
AWC. 
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5, $14, the Commission must have wide latitude to fashion ratemaking methods necessary to 

ddress a number of circumstances that may not have been anticipated when the Arizona Constitution 

vas enacted. As long as the fair value finding is related to the rates set by the Commission, and that 

just and reasonable rates” result from the methodologies employed (Article 15, $3), the courts have 

bund that the Commission does not abuse its discretion in regard to its ratemaking powers. 

We believe that the SIB mechanism embodied in the Settlement Agreement, together with the 

ldditional financial information and analysis required herein, is compliant with the Commission’s 

,onstitutional requirements, as we11 as the case law interpreting the Commission’s authority and 

liscretion in setting rates. As described in the Settlement Agreement, the SIB surcharge would be 

based on specific, verified, and in-service plant additions that are reviewed by Staff and approved by 

he Commission prior to being implemented. AWC would be required to submit annual summary 

chedules showing the actual cost of the infiastructure, and supporting documentation that will enable 

;taff and the Commission to determine how the proposed surcharge adjustments would impact the 

air value rate of return for each affected system. The SIB mechanism is analogous to the step 

ncreases for CWIP plant that the court found to be a reasonable ratemaking device in Arizona 

2ommunity Action (except for tying the increases solely to return on equity). Although the SIB- 

:ligible plant differs from CWIP to the extent that the SIB would not necessarily be under 

:onstruction during the historical test year in the rate case, the requirement that the SIB plant must be 

Fully constructed, and used in the provision of utility service (with verification that such is the case) 

prior to inclusion in a surcharge, provides the Commission with an even greater assurance (compared 

with CWIP) that the SIB plant is used and useful and therefore serves as a proper basis for approving 

just and reasonable rates. And, by allowing up to five surcharge adjustments between full rate case 

applications, the SIB takes into account the court’s observation in the same case that a constant series 

of rate hearings is not necessary to protect the public interest. (Id. at 230-231, 599 P.2d at 186-187.) 

By requiring the filing of a full rate case at least every five years (with a review in the subsequent 

case of all SIB plant that was included in the surcharge during the interim between rate cases), the 

SIB also addresses the concern that the interim rate adjustments would only be in place for a limited 

period of time. In addition to the five percent efficiency credit, the SIB mechanism also includes 
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iotice requirements to customers, a review period for Staff and RUCO (and an opportunity for other 

mties or customers to express opposition (See Tr. 3 10-3 1 I)), and an Order by the Commission 

:valuating and approving the appropriateness of the SIB-eligible plant, including A WC’s fair value 

ate base and rate of return. 

Although a DSIC-like mechanism could result in much greater resource demands upon the 

:ommission and Staff than would the current regulatory structure, efforts were made by the parties in 

,tructuring the SIB to place more of the informational filing burdens on the Company, thus mitigating 

nany of the resource concerns that had previously existed with the original DSC proposal. 

With these provisions and protections, as well as others discussed herein, we find that the 

jettlement Agreement represents a reasonable compromise of contested issues, is in accord with 

bizona law and, as a whole, is consistent with the public interest. The Settlement is therefore 

~pproved.~’ 

Sevregation of Depreciation Expense 

As discussed above, the issue of requiring the Company to set aside depreciation expense in a 

;eparate fund to finance infrastructure replacements and improvements was raised during the hearing. 

See, e.g., Tr. 1 11-1 16.) Although we do not concede, as suggested by Liberty/Global, that A.R.S. 5 
40-222 is legally deficient or that the United States and Arizona Constitutions would prohibit the 

Zommission from acting under that statute or its constitutional authority, we will not require the 

Company to set aside depreciation expense in a separate fund for infrastructure replacement needs, at 

this time. However, we may reconsider this issue at a future date. 

Return on Equity Adjustment 

Another issue raised during the hearing was whether the 10.55 percent ROE authorized in 

Decision No. 73736 should be modified if a DSIC or DSIC-like mechanism were to be adopted by 

the Commission. The signatory parties have agreed that the rate of return, and thus the ROE, 

authorized in Phase 1 (Decision No. 73736) should be applied to the SIB-eligible plant when 

~~ 

40 As described by Mr. Reiker at the hearing, we will adopt AWC’s alternative schedules as the basis for calculating the 
SIB, as set forth in Ex. A-3 (See. Tr. 232-233). Ex. A-3 is attached as “Attachment B.” 
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the surcharge rne~hanism.~’ (Ex. A-l,T3.2.1.) 

RUCO asserted that it was foreclosed in Phase 2 from seeking an adjustment to the 

:ompany’s ROE if the Company received approval of a DSIC, based on Commissioner statements 

luring the February 12, 2013 Open Meeting in which Phase I deliberations occurred resulting in 

Iecision No. 73736. (Tr. 385.) This view was apparently shared by some other parties. (Tr. 174, 

!70-272; RUCO Exs. 5 and 6.)  However, RUCO asserted during the Phase 2 proceeding that if a 

:ompany is granted a DSIC mechanism the ROE should be adjusted downward to account for the 

2ompany’s decreased risk (RUCO Ex. 11, at 4). RUCO also argued that the Commission granted 

4WC a higher ROE in Phase 1 in recognition of the Company’s infrastructure replacement needs. 

RUCO Ex. 12, at 15.) 

We disagree with RUCO. As Mr. Olea testified, the existence or lack of a DSIC does not 

:hange the risk of the utility, and therefore the existence or lack of a DSIC should not change the 

Itility’s ROE. (Tr. at 275 to 276). As Mr. Olea explained, the efficiency credit is a more appropriate 

mans to provide a financial benefit to the ratepayers. (Tr. at 276 to 277). Moreover, we find 

IUCO’s argument ironic; while today RUCO argues that adding a DSIC reduces risk, we do not 

aecall RUCO ever arguing that the absence of a DSIC results in higher risk. In addition, RUCO’s 

&ness Mr. Rigsby conceded that some of the “sample” group of companies used to determine ROE 

mve DSICs. (Tr. at 485). Logically, to the extent (if any) that a DSIC impacts risk, the reduced risk 

would be reflected in the sample companies used to set the ROE, and we are not persuaded that any 

adjustment to the ROE is warranted. 

* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

Commission finds, concludes, and orders that: 

FINDINGS OF FACT 

1. On August 5,  2011, AWC filed with the Commission an application requesting 

adjustments to its rates and charges for utility service provided by its Eastern Group water systems, 

Decision No. 73736 authorized a cost of debt of 6.82 percent and a cost of equity of 10.55 percent which, when applied 
to a capital structure of 49.03 percent debt and 50.97 percent equity, results in an overall weighted average cost of capital 
of 8.72 percent. (Id. at 60-62.) 
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icluding its Superstition (Apache Junction, Superior, an( liami); Cochise (Bisbee and Sierra 

‘ista); San Manuel; Oracle; SaddleBrooke Ranch; and Winkelman water systems. AWC also 

:quested several other authorizations in the application. 

2. On February 20, 2013, the Commission issued Decision No. 73736 in Phase 1 of this 

latter, granting AWC a rate increase for its Eastern Group systems and, among other things, keeping 

le docket open for purposes of fbrther consideration of AWC’s proposed Distribution System 

nprovement Charge. 

3. By Procedural Order issued February 21, 2013, as modified by Procedural Order 

;sued February 25, 2013, this matter was scheduled for hearing commencing April 8, 2013, other 

rocedural deadlines were established, and a procedural conference was scheduled for March 4, 

013. 

4. On March 4, 2013, a procedural conference was conducted during which the parties 

iscussed various procedural matters. 

5 .  On March 21,2013, a Procedural Order was issued modifying certain filing deadlines 

stiblished in the procedural schedule. 

6. On April 1, 2013, Staff filed a Settlement Agreement signed by all parties except 

KJCO and Globe. 

7. On April 2,2013, RUCO filed a Motion for Clarification or in the Alternative Request 

.o Take Judicial Notice of the Underlying Record. RUCO requested clarification as to whether the 

Zommission intended to leave the record open from Phase 1 of this case. 

8. On April 2, 2013, AWC filed a Joinder in RUCO’s Motion for Clarification. AWC 

agreed with RUCO that the entire underlying record should be held open for citation and reference 

and that DSIC issues should not be re-litigated at the April 8,2013 hearing. 

9. On April 2,2013, testimony in support of the Settlement Agreement was filed by Joel 

M. Reiker on behalf of AWC; by Steven M. Olea on behalf of Staff; by Greg Sorenson on behalf of 

Liberty Utilities; by Ron Fleming and Paul Walker on behalf of Global Water; by Thomas M. 

Broderick on behalf of EPGOR; and by Gary Yaquinto on behalf of AIC. 

10. On April 2, 2013, testimony in opposition to the Settlement Agreement was filed by 
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’atrick J. Quinn and William A. Rigsby on behalf of RUCO. 

11. On April 4, 2013, a Procedural Order was issued stating that the evidentiary record in 

’hase 1 would be held open and incorporated into the Phase 2 record. 

12. On April 8, 2013, an evidentiary hearing commenced before a duly authorized 

idministrative Law Judge. The hearing continued on April 11, 2013. AWC, RUCO, Liberty 

Jtilities, Global Water, EPCOR, AIC, WUAA, Globe, and Staff appeared through counsel. 

13. On April 15,2013, AWC filed revised SIB Schedules A through D in accordance with 

dr. Reiker’s testimony at the hearing. 

14. On April 29, 2013, post-hearing briefs were filed by AWC, RUCO, EPCOR, AIC, 

;taff, and jointly by Liberty Utilities and Global Water. 

15. The Settlement provides, among other things for: Commission pre-approval of SIB- 

:ligible projects; SIB project eligibility criteria; a limit on SIB surcharge recovery to the pre-tax rate 

Pf return and depreciation expense associated with SIB-eligible projects; an “efficiency credit” of five 

ercent; a cap on the SIB surcharge of five percent of the Phase 1 revenue requirement; separate line 

terns on customer bills reflecting the SIB surcharge and the efficiency credit; Commission approval 

I f  the SIB surcharge prior to implementation and adjustments; a limit of five SIB surcharge filings 

=tween general rate cases; an annual true-up of the SIB surcharge; and notice to customers at least 

30 days prior to SIB surcharge adjustments. 

16. The SIB mechanism “is a ratemaking device designed to provide for the timely 

.ecovery of the capital costs (depreciation expense and pre-tax return on investment) associated with 

ilistribution system improvement projects meeting the requirements contained herein and that have 

been completed and placed in service and where costs have not been included for recovery in 

Decision No. 73736.” (Ex.A-l,v2.3.) 

17. Cost recovery under the SIB mechanism is allowed for the pre-tax return on 

investment and depreciation expense for projects meeting the SIB-eligible criteria and for 

depreciation expense associated with those projects, net of associated plant retirements. The rate of 

return, depreciation rates, gross revenue conversion factor and tax multiplier are to be the same as 

those approved in Phase 1 by Decision No. 73736. 
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18. The SIB surcharge will include an “Efficiency Credit” equal to five percent of the SIB 

evenue requirement. 

19. The Agreement caps the amount that is permitted to be collected annually by each SIB 

urcharge filing to five percent of the revenue requirement authorized in Decision No. 73736. 

20. The SIB surcharge will be applicable only for plant replacement investments to 

rovide adequate and reliable service to existing customers and that “are not designed to serve or 

xomote customer growth.” 

21. Under the Settlement, AWC: may file up to five SIB surcharge requests between rate 

:ase decisions; may make no more than one SIB surcharge filing every 12 months; may not make its 

nitial SIB surcharge filing for the Eastern Group prior to 12 months following the effective date of 

Iecision No. 73736 (Le., February 20,2014); must make an annual SIB surcharge filing to true-up its 

;urcharge collections; and must file a rate case application for its Eastern Group no later than August 

11,2016, with a test year ending no later than December 3 1,20 15, at which time any SIB surcharges 

hen in effect would be included in base rates in that proceeding and the surcharge would be reset to 

Tero. 

22. The SIB surcharge will be a fixed monthly charge on customers’ bills, with the 

The surcharge will increase Surcharge and the efficiency credit listed as separate line items. 

proportionately based on customer meter size. 

23. Each SIB surcharge filing must be approved by the Commission prior to 

implementation. Upon filing of the SIB surcharge application, Staff and RUCO would have 30 days 

to review the filing and dispute and/or file a request for the Commission to alter the surcharge or true- 

up surcharge/credit. Although AWC is also required to provide a proposed order with each SIB filing 

for the Commission’s consideration, and if no objection is filed to the SIB surcharge request the 

request shall be placed on an Open Meeting agenda at the earliest practicable date, in order to protect 

the public interest we believe that Staff should prepare its own Staff Report and Proposed Order for 

the Commission’s consideration. 

24. At least 30 days prior to a SIB surcharge becoming effective AWC is required to 

provide public notice to customers in the form of a bill insert or customer letter. The notice must 

n E P T O T A l 1  I T A  72n20 < Q  
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iclude: the individual surcharge amount by meter size; the individual efficiency credit by meter size; 

le individual true-up surcharge/credit by meter size; and a summary of the projects included in the 

ment surcharge filing, including a description of each project and its cost. 

25. The Settlement Agreement, with the modifications discussed above regarding 

nancial information filing requirements, represents a reasonable compromise of contested issues, is 

1 accord with Arizona law and, as a whole, is consistent with the public interest. 

CONCLUSIONS OF LAW 

1. AWC is a public service corporation within the meaning of Article XV of the Arizona 

:onstitution and A.R.S. $5 40-250,40-251, and 40-367. 

2. 

3. 

4. 

The Commission has jurisdiction over AWC and the subject matter of the application. 

Notice of the proceeding was provided in accordance with the law. 

The SIB mechanism embodied in the Settlement Agreement is compliant with the 

:ommission’s constitutional requirements, as well as the case law interpreting the Commission’s 

uthority and discretion in setting rates. The Commission has the constitutional ratemaking authority 

I approve adjustment mechanisms in a general rate case. 

5 .  The Settlement Agreement, and the SIB mechanism incorporated therein, with the 

nodifications discussed above, satisfies the fair value concerns addressed by various court decisions. 

.. 

. .  

. .  

. .  

.. 
. . .  
. . .  
. . .  
... 

. . .  

. . .  
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ORDER 

IT IS THEREFORE ORDERED the Settlement Agreement filed on April 1, 2013, and the 

SIB mechanism incorporated therein, with the modifications discussed above, are reasonable and in 

bhe public interest, and shall be approved, as discussed herein. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

ZOMMISSIONER 

IN WITNESS WHEREOF, I, JODI JERICH, Executive 
Director of the Arizona Corporation Commission, have 
hereunto set my hand and caused the official seal of the 
Commission to be affixed at the Capitol, in the City of Phoenix, 

IJSSENT 
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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, 2011 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.” 

‘ I  

2 
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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-11-0310 was commenced by the fling of a rate 
application by AWC on August 5, 2011. AWC’s application (“Application”), among other 
relief, proposed that the Arizona Corporation Canmksion (“ACC” or “Commi~sion’~) adopt a 
Distribution System Improvement Charge (“DSIC”). 

1.2 Following a suffciency -finding by Staff on September 6, 201 1, RUCO filed an 
AppIication to Intervene on September 14,201 1. Kathie Wyatt fiIed an Application to Intervene 
on October 20,201 1. 

1.3 The Adminisbative 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 Cmnmission entered its Decision No. 73736 on 
February 20,2013. 

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

1.5 Following post-hearing briefing, the Administrative Law Judge issued a 
Recommended Opinion and Order (“‘ItOO”) on January 30, 2013. AWC and RUCO Bed 
exceptions to the ROO and Staff 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 fhe 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, WM, 
Arizona Investment Council and the City of Globe moved to intervene and were g m t d  
intervention in the Phase 2 Proceedings. Staff filed a notice of settlement discussions on 
February 21,2013, setting settlement discussions in the Phase 2 Proceedings for March 4, 2013. 
The Signatory Parties and Kathie Wyatt were notified of the settlement discussion process, wcre 
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 schedded 
date of March 4,2013. Kathie Wyatt did not appear or participate. A settlement was reached on 
dl issues in the Phase 2 Proceedings by the participating Signatory Parties. 

736346. IW324G22 3 
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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, 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. 

The purpose of this Agreement is to document the settlement of dl 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 Commission. 

1.8 

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 
ofthis 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 (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 
System Improvement Benefits (“SIB”) mechanism contained herein shall become effective at the 
earliest practicable date. 

2.0 SYSTEM LMPROVEMEAT 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. AWC 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 existhg 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- 
01455A-11-0310. The SIB mechanism is a ratemaking device designed to provide for the timely 
recovery of the capital costs (depreciation expense and pre-tax return on investment) associated 
with distribution system improvement projects meeting the requirements contained herein and . 
that have been completed 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 

4 
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2.5 AWC may seek a SI3 surcharge for projects on SIB Plant Table I that have been 
compIeted and placed into service, per SIB Plant Table II (Exhibit C). 

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 SIl3 efficiency credit. 

3.2 The SIJ3 revenue requirement is equal to the required pre-tax retum on investment 
and depreciation expense associated with SIB-eligible projects that have been completed and 
placed into service, per SIB Plant Table II (Exbibit C), net of associated retirements. For such 
calculation: 

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

3.2.2 The gross revenue conversion factor/* multiplier is equal to the gross 
revenue conversion factor/tax multiplier approved in Decision No. 73736 and; 

3.2.3 The applicable depreciation rate(s) is equal to the depreciation rate(s) 
approved in Decision NO. 73736. 

3.3 The SIB Effciency Credit shall be equal to five percent of the SI3 revenue 
requirement. 

3.4 The amount to be colIected by each SIB surcharge filing shall be capped a&udly 
at five percent of the revenue requirement authorized in Decision No. 73736. 

4.0 TIMING AND FFtEQUENCY 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 (I) SIB surcharge filing every twelve (12) 
months. 

4.5 
decisions. 

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

I 
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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 15. 

Any SIB surcharges that are in effect shall be reset to zero upon the date new rates 4.7 
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 a n n d  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 effrciency 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 (22) month period that a SIB surcharge is in eEect, AWC shall 
reconcile the amounts collected by the SIB surcharge with the SIB Authorized Revenue, for that 
twelve (1 2)-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 monthIy true-up surcharge or 
credit. . 

5.4 Starting with the second a n n 4  SIB surcharge, where there are over/under- 
collected balances related to the previous annual SlB 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 overhnder-collected 
balance, such balance shall be reset to zero, and any over/under-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 Si,mtory 
Parties agree that AWC, during the period to which the SIB applies, may request Commission 
authorization to modify or add other projects to SB 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. 

I 
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6.2 To be eligible for S B  recovery, an asset must be utility plant invement that 
represents expenditures made by the Company to maintain or improve existhg customer service 
and system reIiabiIity, 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 SJB 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 3 
Volume of Water Put to Beneficial Use))l(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 Iives (based 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 other engineering, operational or financial justiiication supporting 
the need for a plant asset replacement, other than AWC’s negligence or improper maintenance, 
including, but not limited to: 

63.3.1 A documented increasing level of repairs to, or failures of, a 
plant asset justifying its replacement pnor to reaching the end of its useful service life (e.g. black 
poly pipe); 

6.3.3.2 Meter replacements for systems that have implemented a meter 
testing and maintenance program 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 U.S. 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 SIB 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; 

7 
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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 SI3 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 shall promptly 
process AWC’s request and shall docket any Staff recommendations to the Commission within 
t h i ~  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 REQUIREMENTS 

7.1 For ratemaking purposes and for all purposes of this Agreement, the Signatory 
Parties agee 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 Cy SIB 
plant Table II) showing the SIB eligible projects completed for which AWC seeks cost recovery. 
Such projects must I) 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), 
the showkg a calculation of the SIB revenue requirement and SIB efficiency credit, as well 

individual SLB fixed surcharge calculation; 

7.1.3 SIB Schedule B (an example of which is attached hereto as Exhibit B), 
showing the overall SIB revenue true-up cdcdation for the pnor 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. 

I 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: 

8 73938 - DEClStON NO. 
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I 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. 

I 7.1.8 A proposed order for the Commission's consideration. 

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

7.2.1 The individual S E  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 surchargehate design shaIl be calculated as follows: 

8.1.1 The SIB surcharge shall be a fixed monthly surcharge containing a SIB 
fixed surcharge and the SLB 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 

I 8.1.2.2 

8.1.2.3 

8.1.2.4 

8.1.2.5 

8.1.2.6 

5/8-inch x %-inch 1.0 times 

1 -inch 2.5 times 

1 Yz-inch 5 times 

8 times 2-inch 

3 -inch 16 times 

4-inch 25 times 

9 
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8.1.2.7 6-inch . 50times 

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 f r e  service customers. 

9.0 SIB SURCHARGE IMPLEMENTATION 

9.1 
Parties agree that: 

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

9.2 AWC’s SIB surcharges and SIB true-up surchargeskredits 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 thnQ (30) days fiom the date a SIB surcharge filing is 
made by AWC to review the amount of the SIf3 surcharge or SLB true-up surcharge or credit, and 
dispute and/or file a request for the Commission to alter the SIB surcharge or SIB true-up 
swcharge/credit. 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 COMMXSSION REVIEW OF SIB MECHANISM 

10.1 For ratemaking purposes and for all purposes of this Agreement, the Signatow 
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-O1455A-11-0310. The Signatory Parties further agree that Staff may recommend andl01 that 
any utility may apply to the Cornmission for a similar SIB mechanism for projects meeting the 

: 
I 

, criteria outlined herein in a N1 rate case application. 

I 
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 find in 
every respect. 

i I 

11.2 All currently-filed testimony and exhibits, as well as the testimony 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 &g and 
submission of surrebuttal testimony and exhibits from Staff and Intervenors, and the filing and 
submission of rejoinder testimony and exhibits from AWC. 

113 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 Cornmission approval of the Agreement. Thereafter, the Signatory 
Parties shall abide by the terms of this Agreement, as approved by the Commission. 

11.5 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 Phzse 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 Commkion 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 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 
whch 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, 

Signatory Party’s application for rehearing. 
I Staff shall not be obligated to file any document or take any position regarding the withdrawing 

I 

I 
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 manner 
as any party to a Commission proceeding. 

12.0 MISCELLANEOUS PROVISIONS 

DECISION Ha. 73938 
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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 fbture 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 regdatory 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 
element 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 C O U I S ~  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 fully authorized agd empowered to execute this Agreement. 

12.7 .The Signatory Parties acknowledge that they are represented by competent legal 
come1 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. 

12 DEClSlONWQ. ___I 73938 



Docket No, W-01445A-I 1-0310 

Exccuted th is  E day of April, 20 13. 

AIUZONA WATER COMPANY 

ARIZONA CORPORATION COMMISSION 
UTILITIES DIVISION 

By: 
Name: 
Its: 

GLOBAL WATER - PAL0 VERDE UTILITIES 
COMPANY 

13 
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Executed th is day of March, 2013. 

Docket No, W-01445A-I 1-0310 

ARlZONA WATER COMPANY 

By: 
Name: 

ARIZONA CORPORATlON COMMISSION 
UTILITIES DIVISION 

GLOBAL WATER - PAL0 VERDE UTILITIES 
COMPANY 

By: 
Name: 

\ 
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Executed this __ day of March, 2013. 

ARIZONA WATER COMPANY 

uz’ . 
Ti”.  
Name: 

ARIZONA CORPORATION COMMISSION 
UTILITIES DMSTON 

By: 
Name: 
T t r -  
i W .  

GLOBAL WATER - PAL0 VERDE UTILITIES 
COMPANY 

“ 
Its: ‘Vice-president 



, .  

I 

~ ?36346.1\0321022 
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GLOBAL WATER - SANTA CRUZ WATER 
COMPANY 

d' Its: Vice-president 

VALENCIA WATER COMPANY - TOWN 
DIVISION 

By: ,,y' N?fJ ;7,Afl # 

N m i :  RonFleming - \ 
Its: Vice-President L 

VALENCIA WATER COMPANY - GREATER 
BUCKEYE DIVISION 

7 f l 9 - k  
By: u - 
Nade:  Ron Fleming 
Its: Vice-Presideut 

WATER UTILITY OF GREATER TONOPAH 

Its: Vice-President .2 

WILLOW VALLEY WATER CO. 

14 
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WATER UTILITY OF NORTHERN 
SCOTTSDALE 

.fl 

By: , p & , 7 , t f L 4  
Nam& Ron Fleming - - 
Its: Vice-president 

EPCOR WATER ARLZONA, INC. 

By: 
Name: 
Its: 

RIO RiCO UTILITIES, INC. dba LBERTY 
UTILITIES 

By: 
Name: 
Its: 

THE WATER UTLITY ASSOCIATION OF 
ARIZON.4 

By: 
Name: 

ARIZONA INVESTMENT COUNCTL 

By: 
Name: 
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WATER UTILITY OF NORTHERN 
SCOTTSDALE 

Name: 
16,. 

EPCOR WATER ARIZONA, NC. 

N O  RlCO UTILITIES, INC. dba LIBERTY 
UTILITIES 

By: 
Name: 

THE WATER UTILITY ASSOCIATION OF 
ARIZONA 

ARIZONA INVESTMENT COUNCIL 

By: 
Name: 
Its: 

15 



WATER UTILITY OF NORTHEW 
SCOTTSDALE 

EPCOR WATER ARIZONA, INC. 

RIO RICO UTTLTnES, INC. dba LIBERTY 
UTILITIES 

THE WATER UTILITY ASSOC€ATION OF 
ARIZONA 

By: 
Name: 
Its: 

ARZZONA INVESTMENT COUNCIL 

Name: 
Its: 
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EPCOR WATER ARIZONA, INC. 

. .  

~~ ~ 
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WATER U’IlLITY OF NORTHERN 
SCOTTSDALE 

D... 

By: 
Name: 
Its: 

RIO EUCO UTKITES, INC. dba LIBERTY 
U?TLITlES 

By: 
Name: 
Its: 

THE WATER UTILITY ASSOCIATION OF 
ARIZONA 

By:_ 
Name: 
Its: 

ARIZONA INVESTMENT COUNCIL 

15 
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COMMISSIONER 

Direct Line: (602) 542-0745 
Fax: (602) 542-0765 

E-mail: Burns-web@azcc.gov 

ARIZONA CORPORATION 
COMMISSION 

June 1 7,201 3 

RE: Arizona Water Company (Rates Phase 2) Docket No. W-01445A-11-0310 

Dissent by Commissioner Brenda Burns 

Decision #73736 did not grant DSIC. Instead, the Decision stated: 

[W]e conclude that the Eastern Group, due to the age of some of its systems and the 
resulting increased need for infrastructure replacement and improvement, necessitates a 
somewhat higher COE (page 6 1 , lines 15- 17) 

However, this Decision allows for a different mechanism to fbnd that infrastructure replacement 
and improvement (SIB) and preserves the same ROE from Decision #73736, thereby authorizing 
double recovery. 

In this case: 

AWC proposed a cost of common equity of 12.5% 
RUCO proposed a cost of common equity of 9.4% 
Staff proposed a cost of common equity of 9.4% 

Decisions, since 2010, have granted the following ROES, for Class A and Class B companies 
(not including this AWC case): 

Class A: 9.37% (average, of seven companies) 
Class A: 9.50% (median) 

Class B: 9.52% (average, of six companies) 
Class B: 9.50% (median) 

The results, reflected above, are remarkably consistent. Therefore, if we had awarded 10.0% to 
AWC, in this Decision, we still would have granted an ROE that is fifty basis points higher than 
recent history’s median. It must also be noted that current interest rates have been at historic 
lows. On top of that, we awarded SIB. 

During my tenure, I have been receptive to and advocated for crucial water reforms. This 
Commission, over the last two-plus years, has done an admirable job of meeting the challenges 

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 I4W WEST CONGRESS STREET, TUCSON, ARIZONA 85701-1347 
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of adopting new policies by doing so in a prudent and cogent manner. Due to years of 
workshops, meetings with stakeholders, evidence presented in various rate cases and discussions 
in Open Meetings I have been persuaded that a DSIC-like mechanism is a reform proposal worth 
executing. I believe, when appropriate, a properly implemented DSIC/SIB mechanism can help 
ensure infrastructure integrity, provide stability for a water company and lessen rate shock for 
customers. 

If AWC had originally been awarded a 10.0% ROE, in tandem with this Commission’s first ever 
DSIC-like mechanism, as suggested by the ROO, it would have been a fair outcome. The AWC 
ratepayers should not be asked to pay for an elevated ROE while also being the test case for a 
newly approved SIB. 

This Decision is not in the best interest of the ratepayers and now potentially exposes the 
Commission to litigation that could jeopardize the worthy features of SIB. I would hate to see a 
lot of good work, performed by stakeholders and ACC staff, fall by the wayside because of this 
action. For the reasons stated above, I must dissent. 

Sincerely, 

Brenda Burns 
Commissioner 
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EXECUTIVE SUMMARY 

RUCO Director Patrick J. Quinn recommends that the Arizona Corporation 
Commission ("ACC" or "Commission") reject the proposed settlement 
agreement on Arizona Water Company Eastern Group rate case which 
adopts a System Improvement Betterment ("SIB") mechanism. 
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INTRODUCTION 

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

A. My Name is Patrick J. Quinn. I am the Director of the Residential Utility 

Consumer Ofice (IiRUC0”) located at 1110 W. Washington, Suite 220, 

Phoenix, Arizona 85007. . ’- .I- 

Q. 

A. No. 

Have you filed any prior testimony in this case on behalf of RUCO? 

Q. What is the purpose of your testimony in this proceeding? 

15 

16 

17 

18 

~ 19 

I 20 

21 

22 

23 

I 
I 

I 
I 

I A. 
The purpose of my testimony is to present RUCO’s reasons for opposing 

a System Improvement Benefit mechanism (“SIB”) which was developed 

through a settlement process that was ordered by the Arizona Corporation 

Commission (“ACC” or “Commission”) in Decision No. 73736, dated 

February 20, 2013. The SIB was adopted in the proposed settlement 

agreement (“Settlement Agreement”) that was filed with the Commission 

on April 1, 2013. My testimony will address the public interest issues 

associated with the SIB mechanism and explain why the Settlement 

Agreement should not be approved by the Commission. 

... 
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a. 
4. 

3. 

4. 

Why not? 

While there were many parts of the Settlement Agreement that were well 

thought out and many compromises where agreed to, in the final 

document there are still areas that RUCO believes are not fully addressed. 

There are some protections for the rate payer like a cap on annual SIB 

charges; however the only real financial benefit for the residential 

consumer is the efficiency credit equal to 5.00 percent of the SIB 

surcharge cap. This credit and other benefits were insufficient to offset 

what the residential consumer would. be giving up if RUCO signed the 

agreement. Therefore I could not sign the Agreement because I believed 

it was not in the best interest of the residential consumer. 

What makes the Settlement Agreement unacceptable? 

The original idea of a SIB surcharge was to allow a company to recover 

the cost of replacing fully depreciated facilities between rate cases when 

those facilities through no fault of the company failed and/or were 

operating inefficiently. In this Agreement the definition of what facilities 

would qualify for a SIB surcharge expanded beyond the original intent of 

the SIB. 

There should be language in the Settlement which does not limit the 

Commission but allows the Commission to consider the circumstances of 

each case when considering a SIB surcharge. This is important, as now 

the Agreement creates perverse incentives. For example, under section 

3 
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6.3, the Agreement provides that all a utility needs to qualm for the SIB is 

to meet one of the numerous criteria. If a utility has an eight percent water 

loss, the utility may create circumstances that allow a greater water loss to 

meet the eligibility. Another example would include the circumstances of 

Q. 

A. 

this case. In the ROO, the Judge was concerned with the Company’s 

payment of dividends over the years when it could have used the money 

to address its infrastructure needs. Under the Agreement concerns such 

as this are not part of the eligibility criteria. 

Perhaps RUCO’s greatest concern is its belief tha t when a company 

qualifies for a SIB surcharge that the company shifts risk to the consumer 

and therefore the authorized return on equity (“ROE”) should be adjusted 

downward. While it was not possible to make the ROE argument in this 

case, RUCO did not want to limit its ability to argue that in future cases 

since this Agreement may be used as a template in future filings. 

Also RUCO by signing this agreement would have given up its rights to 

challenge the legality of the SIB mechanism in the future. These were the 

main reasons RUCO chose not to sign. 

Does your silence on any other issues, matters or findings 

addressed in the testimony of the parties who support the SIB 

mechanism constitute your acceptance of the Company’s positions 

on such issues, matters or findings? 

No, it does not. 

4 
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2. 

\. 

Does this conclude your testimony on the proposed SIB 

mechanism? 

Yes, it does. 

5 
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EXECUTIVE SUMMARY 

RUCO Chief of Accounting and Rates, William Rigsby, recommends that 
the Arizona Corporation Commission (“ACC” or “Commission”) reject the 
proposed settlement agreement on Arizona Water Company Eastern 
Group rate case which adopts a System improvement Betterment (“Slf3”) 
mechanism. 
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NTRODUCTION 

a. 
4. 

a. 
I. 

2. 

4. 

t 

2. 

4. 

Please state your name, occupation, and business address. 

My Name is William A. Rigsby. I am the Chief of Accounting and Rates 

for the Residential Utility Consumer Office (“RUCO) located at 1110 W. 

Washington, Suite 220, Phoenix, Arizona 85007. 

Have you filed any prior testimony in this case on behalf of RUCO? 

Yes, I filed direct and surrebuttal testimony presenting RUCO’s 

recommendations on cost of capital and on the Company’s request for a 

Distribution System Improvement Charge (“DSIC”) mechanism in Phase 1 

of this proceeding. 

Is RUCO a signatory to the proposed settlement agreement that is 

the subject of this phase of the proceeding? 

No. RUCO is not a signatory to the proposed settlement agreement 

(“Settlement Agreement”). 

Please state the purpose of your testimony. 

The purpose of my testimony is to present RUCO’s reasons for opposing 

a System Improvement Benefit mechanism (“SIB”) which was developed 

through a settlement process that was ordered by the Arizona Corporation 

Commission (“ACC” or “Commission”) in Decision No. 73736, dated 

February 20, 2013. The SIB was adopted in the Settlement Agreement 

1 
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that was filed with the Commission on April 1, 2013. My testimony will 

address RUCO’s concerns with the proposed SIB and why RUCO 

believes the Settlement Agreement should not be approved by the 

Commission. 

1. 

4. 

a. 
4. 

Will RUCO offer a policy witness who will address the public interest 

issues in this phase of the proceeding? 

Yes. The public interest issues in this matter will be addressed by RUCO 

Director Patrick J. Quinn who is also filing direct testimony on the 

Settlement Agreement. 

How is your testimony organized? 

My testimony contains three parts: the introduction that I’ve just presented; 

a section on the background of this proceeding, and a section on the SIB 

that has been adopted in the Settlement Agreement. 

3ACKGROUND 

3. 

4. 

What is the background of this proceeding? 

On August 5, 2011, AWC filed an application with the Commission 

requesting a permanent rate increase for the Company’s Eastern Group 

systems. In addition to the requested rate increase, AWC sought 

approval of a DSlC mechanism that would allow the Company to 

2 
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implement annual surcharges to recover the costs of specific plant items 

placed into service between general rate case proceedings. 

During what is now being referred to as Phase I of this proceeding, expert 

witnesses for both ACC Staff and RUCO testified against the DSIC 

mechanism and recommended that the Commission reject it. After 

weighing the evidence presented in the case, the Administrative Law 

Judge assigned to hear the matter issued a Recommended Opinion and 

Order ("ROO") on Wednesday, January 30, 201 3. The Administrative Law 

Judge adopted ACC Staff's and RUCOs positions and recommended that 

the Commission deny AWC's request for a DSIC. 

At the Regular Open Meeting held on Tuesday, February 12, 2013, the 

Commission voted 5-0 to adopt an amended ROO that approved an 

increase in rates for AWC's Eastern Group Systems, but left the docket 

open for the purpose of allowing the Company, ACC Staff, RUCO and 

other interested parties to engage in settlement discussions for the 

purpose of developing a DSIC-like mechanism. Decision No. 73736, 

dated February 20, 2013, ordered a procedural schedule that would result 

in a tentative vote on a settlement agreement reached by any of the 

parties to the case. 

3 
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Settlement talks were conducted on Monday, March 4, 2013 immediately 

following a Procedural Conference on the Phase 2 procedural schedule 

and the admission of the City of Globe as an intervenor in the proceeding. 

Participants in the settlement meetings included AWC, ACC Staff, RUCO, 

On February 13, 2013, Rio Rico Utilities, Inc. dba Liberty Utilities (“Liberty 

Utilities”), EPCOR Water Arizona, Inc., Global Water - Palo Verde Utilities 

Company, 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”), the Water Utility 

Association of Arizona (“WUAA”), whose representative was not in 

attendance, the Arizona investment Council (“AIC”), and the City of Globe. 

At the conclusion of the settlement meeting, an agreement in principle had 

been reached on the SIB mechanism which was to be reduced to writing 

and reviewed by settling parties. 

After three weeks of revisions to the first draft of the Settlement 

Agreement, a final draft, which adopts the SIB mechanism, was approved 

on Monday, March 25, 2013. The signatories to the Settlement 

Agreement include AWC, ACC Staff, Global Water, EPCOR Water 

Arizona Inc., Liberty Utilities, WUAA, and AIC. On Monday, April I, 201 3, 

a copy of the Settlement Agreement was filed with the Commission. 
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Q. 

4. 

Q. 

4. 

Q. 

A. 

Was RUCO a signatory to the Settlement Agreement? 

No. RUCO chose not to sign the Settlement Agreement because of its 

concerns with the SIB mechanism that was developed by the signatories. 

Does RUCO believe that the Agreement itself is a good Agreement? 

Legal and Policy considerations aside, the Agreement viewed alone has a 

lot of good points. There are still areas that the Agreement does not cover 

or covers inadequately that RUCO believes must be addressed if the 

Commission intends to approve a SIB mechanism. 

What areas need to be addressed? 

First, the Settlement Agreement does not exclude improvements for fire 

flow in the surcharge. The Commission has determined that utilities 

should not recover improvements for fire flow. (See the Youngtown case 

- Decision No. 70351, dated May 16, 2008). Under the terms of the 

Settlement Agreement there is nothing from stopping a utility from running 

fire flow improvements through the surcharge. it is a contract and there 

shoutd be a provision which directly addresses this issue so that there is 

no question in the future. 

Second, the eligibility requirements could result in perverse incentives. 

For example, to be eligible for a SIB, a Company need only experience 

water loss for the system that exceeds ten percent (Settlement Agreement 

5 
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Section 6.3.1). A utility that is experiencing only eight or nine percent 

water loss and does not meet eligibility under the other criteria would have 

incentive to take action which brings its water loss above the criteria. 

Inappropriate conduct or malfeasance in that case would be awarded by 

the approval of a SIB mechanism. There should be language in the 

Settlement which does not limit the Commission but allows the 

Commission to consider the circumstances of the case when considering 

a SIB. 

Third, the Settlement Agreement does not address what will happen to the 

SIB beyond the next general rate case. The understanding is that the 

Company will have to apply for a new SIB but it is not stated in the 

Settlement. 

Fourth, an earnings test requirement would protect the ratepayers better 

than a Schedule D filing which would show the impact of the SIB plant on 

FVRB (Settlement Agreement Section 7.1 7). 

SYSTEM IMPROVEMENT BETTERMENT MECHANISM 

Q. 

A. 

Have you reviewed the Settlement Agreement that adopts the SIB 

mechanism? 

Yes. 

6 
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9- 

4. 

a. 
4. 

Q. 

A. 

Please describe the SIB mechanism. 

The SIB mechanism will allow AWC to implement a surcharge on the 

Company’s ratepayers that will allow AWC to recover a return on, and a 

return of the capital costs of certain eligible utility plant items that are 

placed into service between general rate case proceedings. 

When would the SIB surcharge go into effect? 

The Settlement Agreement requires ACC Staff to promptly process AWC’s 

request and docket any Staff recommendations to the Commission within 

thirty days after AWC has filed its request for an SIB surcharge. If there is 

no objection to AWC’s request, the request shall be placed on an open 

meeting agenda at the earliest practical date for approval by ACC 

Commissioners. If AWC’s SIB filing is approved by the Commissioners, 

AWC will begin recovering the SIB related costs through a surcharge 

placed on the Company’s ratepayers. 

How will the SIB mechanism operate if the Settlement Agreement is 

approved by the ACC? 

Under the terms of the Settlement Agreement, AWC will be able to, within 

twelve months from the date of the ACC’s final decision on the Company’s 

general rate case application, file a request with the Commission to 

implement the SIB surcharge to be collected from AWC’s ratepayers. 

AWC would be able to file for additional SIB surcharges in subsequent 
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years as long as the surcharges do not exceed a 5 percent cap of total 

authorized revenues. AWC would be required to file a rate case after five 

years after the prior rate case in which the SIB mechanism was approved. 

2. 

4. 

What criteria must be met before eligible plant items can be placed 

into service and be granted cost recovery under the SIB mechanism? 

Under the terms of the Settlement Agreement, AWC would first have to 

meet one of the following criteria prior to requesting cost recovery of 

eligible plant items. The three conditions are as follows: 

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

((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; 

2. Water Utility plant assets have remained in service beyond 
their useful service lives (based 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; and, 

3. Any other 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: 

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

A documented increasing level of repairs to, or 
failures of, an asset justifying its replacement prior to 



1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 

19 

20 

21 

22 

23 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

36 

37 

38 

)ired Settlement Testimony of William A. Rigsby 
irizona Water Company 
locket No. W-01445A-11-0310 

reaching the end of its useful service life (e.g. black 
Poly pipe); 

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

Meters replaced in a system for the purpose of 
complying with the U.S. Environmental Protection 
Agency’s Reduction of Lead in Drinking Water Act of 
201 0; 

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. 

What types of plant items would be eligible for cost recovery under 

the SIB? 

Distribution system items that must be classified in the following plant 

categories: 

0 Transmission and Distribution Mains; 

0 Fire Mains; 

0 Services, including Service Connections; 

Valves and Valve Structures; 

0 Meters and Meter Installations; 

0 Hydrants 

In addition to the plant categories listed above, AWC may also include a 

request to modify or add projects. The Settlement Agreement contains a 

provision that allows AWC to provide a proposed order for Commission 
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consideration that would list such projects. Under the Settlement 

Agreement, ACC Staff and RUCO would have thirty days to object to the 

projects that AWC is seeking. 

3. 

4- 

3. 

4. 

3. 

4. 

Does RUCO agree with the SIB mechanism? 

No. 

Please explain why RUCO does not agree with the SIB mechanism. 

RUCO does not agree with the SIB mechanism for several reasons. First, 

and perhaps most important, the SIB shifts risk from the Company to 

ratepayers adequate financial consideration to the ratepayers. Second, 

RUCO believes that the SIB is not legal in Arizona. Third, there are a 

number of flaws with the SIB as proposed. Fourth, the SIB is not in the 

public interest. 

Please elaborate on each of the four reasons stated above beginning 

with RUCO’s view that the SIB shifts risk from the Company to 

ratepayers. 

In RUCO’s view, the SIB mechanism reduces regulatory lag for AWC 

because the Company will not have to wait until new rates go into effect to 

recover a return on SIB eligible plant or the depreciation expense 

associated with it. However, any actual cost savings, such as lower 

operating and maintenance expense, attributable to the new plant are not 

10 
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captured by the mechanism and flowed through to ratepayers. Unlike a 

typical adjustor mechanism for purchased fuel or natural gas which 

operates on a two way street basis by flowing both increases and 

decreases in costs to ratepayers the SIB operates on a one way street 

basis and only provides cost recovery to AWC. Ratepayers on the other 

hand see no actual cost savings that might be realized and will no longer 

benefit from the rate stability that exists under the present ratemaking 

procedure. 

2. 

4. 

3. 

4. 

What is regulatory lag? 

Regulatory lag is the time that it takes for a utility to recover the costs of 

plant additions placed into service between general rate case proceedings 

through new rates. 

Please explain how regulatory lag works to the benefit of both 

utilities, such as AWC, and ratepayers. 

In my direct testimony I cited a report authored by Ken Costello of the 

National Regulatory Research Institute who stated that mechanisms such 

as the proposed SIB “undercut the positive effects of regulatory lag on a 

utility’s costs.” According to Mr. Costello, “economic theory predicts that 

the longer the regulatory lag, the more a utility has to control its costs.” 

Regulatory lag acts as a surrogate for the competitive pressures that force 

unregulated companies to keep their costs low. Under this scenario, both 

11 
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utilities and ratepayers see the benefits that come from higher earnings 

and lower rates. 

3. 

4. 

3. 

4. 

a. 

4. 

Doesn’t #e SIB incorporate a 5.00 percent efficiency credit to 

recognize the types of cost savings that you noted above? 

Yes, it does. 

Didn’t RUCO state in its underlying testimony that it could accept an 

operations & maintenance expense offset of 15.00 percent? 

Yes. RUCO did state that. However, that is not what the Settlement 

Agreement provides and RUCO would also have to consider the terms of 

any proposal. 

Why does RUCO believe that the S1B mechanism is not legal in 

Arizona? 

Of course, this question suggests a legal analysis. I am not an attorney 

and not testifying as one. RUCO presented its legal analysis regarding 

the Company’s proposed DSIC in its Briefs in this docket. While the SIB 

here is not the same as the Company’s proposed DSIC, the underlying 

legal objections are for the most part the same. The legal points regarding 

the DSIC, and similarly the SIB, are attached in the relevant portions of 

RUCO and ACC Staffs Briefs (the relevant excerpts are attached as 

Exhibits 1 through 4). 

12 
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3. 

4. 

a. 

4. 

... 

From a layman’s perspective, can you summarize the legal 

argument? 

Again, I would defer to the attorneys for the legal interpretation but the 

controversy centers on Arizona’s fair value requirement and RUCO’s 

belief that the SIB violates the Constitutional requirement of finding fair 

value when establishing rates. Perhaps Staff, who also believed the 

Company’s proposed DSlC was unconstitutional (See Staff Opening Brief 

at page 26), summed it up best when it said “The DSIC in this case does 

far more than simply pass on increasing and decreasing costs to AWC. It 

allows surcharges based on the cost of the new plant, effectively 

increasing the fair value rate base without any determination by the 

Commission of what that fair value is.” (Staff Reply Brief at 22). 

Does the SIB increase the fair value rate base without any 

determination by the Commission of what fair value is? 

Yes. The Company will be able to file for the SIB surcharge no more than 

five times between rate case decisions (Settlement Agreement, section 

4.4). The Commission will ultimately consider and then may approve each 

surcharge filing. The Commission, however, will not be making a new 

FVRB finding as part of each surcharge filing. 

13 
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7. 

4. 

7. 

What will be the result of the Commission’s findings? 

Among other things, the result will be rates based on a fair value finding 

for a period different than the period in which the Company’s operating 

expenses were incurred. 

Are there other aspects to the legal argument that you have not 

discussed? 

Yes. Again I would refer the reader to the Briefs submitted by both 

RUCO and ACC Staff on the legality of the DSIC. RUCO believes that the 

SIB has not overcome the legal hurdles raised by ACC Staff and RUCO in 

their respective Briefs. While it is true that the SIB mechanism would be 

authorized by the ACC in a general rate case proceeding, the SIB 

mechanism would recover new plant placed into service in the years 

between general rate case proceedings. Because a SIB surcharge could 

be established within thirty days of the Company’s request, the same level 

of scrutiny that occurs in a general rate case proceeding would not exist to 

insure that a real finding of fair value is accomplished. Furthermore, the 

SIB surcharge would represent piecemeal ratemaking since it would onty 

recover capital expenditures associated with the type of plant items that a 

regulated water utility, such as AWC, would replace under normal 

circumstances and seek rate base treatment for in a general rate case 

proceeding . 
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Q. 

4. 

Q. 

A. 

For a more detailed explanation of why RUCO believes that a DSIC-like 

mechanism such as the SIB is not legal in Arizona, see the excerpts of 

RUCO’s and ACC Staffs Briefs that are attached as exhibits. While I am 

not an attorney I cannot vouch for the legal arguments but I provide the 

exhibits only to present the Commission with a better understanding of 

RUCO’s legal position. 

Does RUCO believe that the SIB appears to be a template for future 

cases? 

Yes. RUCO believes that the SIB appears to be a template for future rate 

cases. The circumstances of each case are different and providing 

specific eligibility requirements is one of the flaws of the Settlement 

Agreement as it leaves the Commission no flexibility to consider the 

circumstances of each case. 

Please discuss some of the other flaws with the proposed SIB. 

The 5.00 percent efficiency credit is inadequate to compensate ratepayers 

for the shift in risk. The Commission awarded AWC a higher cost of 

common equity because of the infrastructure issue presented in the 

Company’s rate application. Now the Commission is considering a SIB to 

address the same infrastructure issue. In exchange, the only financial 

benefit to the Company’s ratepayers is the 5.00 percent efficiency credit. 

15 
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RUCO believes that the Settlement Agreement is woefully inadequate 

here, at the ratepayer‘s expense. 

In RUCO’s view, none of the plant items are extraordinary in nature and 

none of the plant is being replaced under extraordinary circumstances, 

such as a government mandate., In addition to the failure of taking into 

consideration all of the ratemaking elements that are reflected in rates 

approved by the Commission in a general rate case proceeding, the SIB 

has been tied to the Commission’s policy of keeping water loss under 

10.00 percent. While this might seem laudable, given the fact that much 

of Arizona is in an arid climate, the SIB could have the unintended effect 

of encouraging utilities to exceed the 10.00 percent threshold just to 

qualify for a SIB surcharge in order to get faster recovery of routine plant 

additions. As noted earlier, the short period of time in which the request 

for a SIB surcharge is filed and the time it is approved circumvents a 

proper regulatory review for prudence and reasonableness. 

The settlement also does not specifically address the issue of fire flow 

upgrades that have been problematic in the past. Finally, there is no 

reason to believe that AWC would not be able to ensure safe and reliable 

water service or achieve cost recovery absent the SIB. Therefore, there is 

no need for the Commission to adopt a special surcharge for routine plant 

additions. 
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9. 

4. 

Please explain why RUCO believes the SIB mechanism is not in the 

public interest. 

My direct testimony contains a resolution adopted by National Association 

of State Utility Advocates ("NASUCA") in 1999 that states a number of 

reasons why the SIB mechanism is not in the public interest. In addition to 

the reasons I've cited in my testimony, NASUCAs Ad Hoc Water 

Committee stated that rate stability is reduced and proper price signals are 

distorted by frequent rate increases. According to the NASUCA 

resolution, no convincing evidence has been shown to support the claim 

that the frequency of rate case proceedings is reduced by mechanisms 

such as the SIB. NASUCAs findings are consistent with the recent 

findings of the Regulatory Affairs and Public Advocacy ("RAPA) section of 

the Alaska Attorney General's Ofice. RAPA found that, among other 

things, that a review of ten states that have implemented some sort of 

OSIC-type mechanism, there does not appear to be support for the 

conclusion that DSlC adoption reduces rate case frequency.' 

Furthermore, special incentives are not needed in order ensure adequate 

water quality, pressure, and a proper reduction of service interruptions. In 

NASUCAs view, SiB-like mechanisms can inappropriately reward water 

companies that have imprudently fallen behind in infrastructure 

improvements. Finally, the NASUCA resolution expressed the belief that it 

is inappropriate to tilt the regulatory balance against consumers and shift 

' See RUCO's Closing Brief at 8-1 0. 
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business risk away from water companies simply for the purpose of 

creating an incentive for those companies to fulfill their basic obligation to 

provide safe and adequate service. 

For the various reasons cited above, RUCO believes that the Commission 

should reject the proposed SIB mechanism. 

Q. 

4. 

Q. 

A. 

Does your silence o n  any other issues,  matters or findings 

addressed in the testimony of the parties who support the SIB 

mechanism constitute your acceptance of the Company’s positions 

on such  issues,  matters or findings? 

No, it does not. 

Does this conclude your testimony o n  the proposed SIB 

mechanism? 

Yes, it does. 

18 
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co PIT'S OF, TEE?, ATTORNEY GENERAL 

The Attorney General (AG), under t h  atrthority of AS 44.23.020(e), offers 

&e following comments in response to Order R- 1 1 -6(2$, dated May I ,  20 12. 

and suggested regulations for a sumhuge &fiat would allow wzter and wastewater atilities 

to recover msts associated with infrastructure investment outside of normal rate cases.2 

Because only a limited number of states have experimented with or implemented similar 

The UtiEty Group consists of AWWU, GHU/CUC, Doyon Utilities andl David -&aanich, a I 

srnalt utility consuftnt. Order R-11-6(2) at 2. 

Order U-t 1-6(2) refers lo the surchgc as a Plarrt Replacement azd hprowement 
Surcharge Me&misrn or a ''PRISM." These surcharges are given different names in different 
jurisdictions. In Delaware, I d a m ,  New Yo&, Maine and Pennsylvania the surcharge is called a 
Distribution System Imptowmmt Surcharge (DSIC). In California it is called an h s t r u c b r e  
Irivesmient Surcharge Meclxakn (IISM). 'n Connecticut and New Hampshire it is called a Water 
Igfrastmcture and Conservation Act (WICA} surcharge. In Illinois it is called a Qualifyiyiag lnhstructure 
Pfagt (QIP) surcharge. 12 Missouri it is caIled a3 hfiasmcttzre System Replacement Surcharge (ISRS), 
aid in Oh30 it is cailed B System Improvement Surcharge (SIC). 

Comments of the Ammey General 

hby 3 1,20 12 
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xchage ~necharisms, these AG Comients *,vi11 first tiack &e evolution of the 

xcharge mecbanisas, and their success at addressing rnzny of' the saiie issues identified 

y the Corpvnissiun as support for possible PRTSM (or ''DSZC") in~plernentation in 

J a ~ k a . ~  These Comments will then address f i e  Utility Group's proposed regbllztion. 

The AG Comments presented below represent the culmination of a 

ubstmtinl. research pruject conducted by RABA staff on tjle issues gresented in Order 

:-11-6(2). MLPA staffresearch included, but was not necessarily limited to: 

Review of statures and regulations of other jurkdictioi~s 

implementing DSIC-typc S u F C h r ~ e s ;  

Review of orders from other state mnmissions, and utility and 

intervener testimonies relating to the implementation of DSIC-type 

sxch;rrges; 

Review of other state commission websites; 

Review of National Raplatory Research Institute (Nhuu) white 

papers; 

Participation in h I I  Webinars on wzkr utility issues; 

Discussions with the Nztiunal Rssociatkn of State Utility Consumer 

Advocates (NASUCA) Water Cornnittee; 

Tkc LdmWucture investnient surcharge progrms referred to in these Cornmen& 3 

rtsbg the generic tern "DSIC." 
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o Discussion with at Beasst one utilgty representative, Comnission staff 

member and/or C O ~ S E M ~ Y  advocate from ezch jurisdiction where a 

DSIC-type swcharge has been allowed; and 

5 Cumm~cat ions with National Association of Water Companies 

(NAWC), 

S U M M Y  OF ~~~~~~~~~ 

The results of  DSiC surcharge adoption in other jurisdictions i? improving 

[uzlity of service or decreasing rate case frequency are largely mix~d or inconclusive. 

Nhere measurement is possible, &ere is little if any evidence showir,g DSIC adoption 

ns led to a reduction in mte case keqwncy or rztc case expense. Instead, the 

.trrcharge’s avdability geacrdfy subjects mtepayers to mare frequent rate increases a1 

he expense of rzte stabifity, while at &e sanne time jeopztrdizing assurances thal 

n5atructme costs rolled &io mtes are prudently incmed. 

The vast majority of DSIC-eligible utilities also do not me thc surcharge 

$s use has instead been largely relegated to a handfbl Qf large multi-state utilities. Anc 

;veri though a DSIC program (much like any utility’s capital improvement plan) allow: 

for infrastmcture Improvements which can improve service quality, it is difficult 0: 

impossible to track wherher DSIC adoption has increased the rate of hfi-astmcturt 

inv es tnient 
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For exmpk, Comedicur regulates qpiaXm&ely 20 water utilitiesT Of  he 20 
ripyiproximaiely 5 par"cidpatE id its D51C propin.  The Connecticut review process reytjires &I 
commission staff and the advacate to look at utility systems closely. Utifities are required to she\ 
replacement projects are incremental to an ongoing replacement program fur ciigibiliy. The Connecticu 
Commission has approximately 2 or 3 staff qualified to conduct these reviews. The state's consume 
advocate gensrdly W X X C ~ ~ ~ C S  staff on their assessments, In Delaware, iilf DSIC rates are subject t 
later review, audit or revision. Illinois, Indiana and Ohio require substantial filings to justify initia 
digibiky a d  ongoirag review, And in I'cnnsyyfvai.nk. Commission staff perfoms perio&c rnarr~gernszrt 
and opeatians audits or rnawgement efficiency ime&g&oils in additiora to administering a program to 
aid in rmnimriag lo& m d  

Cornme& of the Aftarney G c i ~ i d  
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Under AS 4462.195, agencies are required to evaluate if adopting a ziew regulation 
would require ixlcreased state appropriations. The Commission should therefore comprehensiveiy 
evaluate what added resouces it would need (arid the Attorney General might need as weli) re, administer 
my RCW surcharge mechanism In order to a s m e  conmmers are protected from umeasonabXe rates. The 

on is mndated by law to provide consumers this protection. AS 42.05.381(a). It also appem 
unEikely a DSIG could be administered in Alaska witlmu€ increased administrathe cos%, p ~ c u i a l y  
given the Commission's existing duties under AS 42.05.1 75. 
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wer-imlatsive as to the scope of items dlowed wi'iIuxit imposing my cap ur other Emit, it 

idlows for use of a s ~ l e  rate of return (ROR) at odds with case law and f&ls to accmnt 

for reduced risk in the proposed DSIC furmufa, it k m q m h x ~ i z e d  because it fails to 

rsquire updated plmt amounts a d d  accumulated depreciation, it appears to violate state 

law by allawing ths use of cost estimztes whholtt my true-up to actual cost at the time of 

assessment, it employs &TI impossible-to-use test for eligibility, and it is structured in a 

m y  that u7iIf deprive the Commission a d  any interested person fY5m testing inchded 

cost items in a memingfid way, 
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The  Delaware DSIC rate is cappd at 7.5 percent of the nt bi l ld  10 cusionters for all otbcr 
rates aid charges, bat C ~ I R O ~  hilcrease more: than 5 perceiit within any 12 monrli period. DSlC rates are 
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hbima: IC 5 8-1-31 Ef. seq.” 

a Maine: 35-AMWSA $5107-A13 

e Missouri: V.A.M.S. 6 293.1000 - 3 9 3 . 1 0 ~ ’ ~  

9 Ohio: O.R.C. 54909,I762” 

0 Pennsylvania: 66 Pa. C.S. 5 1350 el. seq.j6 

l2  fndiana D51C projects are limited to used and usehl and non-revenue producing net piant 
lecessvy to transport treated water from the treatment faeiiity to the poiat where it is delivered to 
ustomcrs which was not included in base raks. DSIC costs include depreciation and pre-tax return, 
djusted for changcii in the weighted average cost of capital OTI eligible projects. The surcharge is c q p d  
.t 5 percent of revenues from the last rate case. Utilities are prohibited fkom hfing a DSfC and a general 
ate case in the m e  year. 

Indiana DSJC filing requircmlcnts incItzde spccified schedules md forms along with iestimany 
iesciibing the projects, identieiag why projects are needed, how &e projects benefit the utiiity azd t h e  
.zqx,tyers, and the zge of plant being replaced. Utilities must also inciude a 5 year replacement plan and 
mposcd tariff sheets. Annuti1 reconciGztiun f ihgs that include m offset for retired plant are also 
*equircd. 

*3 ~ i n e  will atlaw water tltilities to implement infiastructwe improvement surcha-ges 
;ubject LO d e s  &at are yet $0 be estzblisfied by Maine P u b k  Utility Commission. New rules are tc 
se modeled afier fhe Connectht rules, which among other things limit cligibte plant and include B cap on 
he strrchwge. 

l4 The Missou~ DSIC is limited to a skgle utility, Missouri-American- The DSIC ma) 
include estimated distribution plant subject to refund until *he next rate case. The surcharge include: 
,‘bonus depreciation“ property taxes, pre-t;;x return, a reconciliation faGtor and adjustments for p h i  
retirements, md eligible plant additions, There is no preapproval process fcx what plant wil1 be allowec 
into the surcharge, but the surcharge is subject ‘to r e h d  until a€ter the subse t rate case. Staff revieu 
genemily incttides work order inspection, discovery and discussions with uti1 

’’ Ohio DSIC filings must indude testimony supporting the proposed surcharge. Eligiblf 
projects are limited to distribution or gathering plant or to main extensions thzt elinhirtate documentec 
supply problems. Proposed projects rnust be listed by major propeq group, account and by month 
Projects must be traceable ’io the genera1 ledger and / or continuing property records and be used anc 
rrseful at a date certain. Cornrnissioa staff does a physical inspection ofprojects. 

The swcharge calculation includes proposed rate base, pre-tax rzde of return md net deprcckttion 
expense to arrive at a revenue requiremertt for the infrzstmcture improvement sudiarge. Each surGharge 
is capped at 3 percent of revenues for each cu-er class however, the utility can have up to three 
srxrcharges at m e  time. 
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l 6  Pennsylvania’s DSTC was originally limited la water system when it u’its adopted in 
997. 66 Pa.C.S,A. $f357(g). This statute was repeztkd in 2012. The new statule appiies to water, 
vastewater, eEe&ic and gas distribution systems. 66 Pa. C.S.A. 4 1350 et. s q .  The Pennsylvania 
zomnission regulates approximately 184 water and wastewater utilities - 73 of which are eligible for the 
91SC. Its sbff co~ducts periodic rnmagement and opera6onal aadik, or mangemeat efficiency 
nvestiptions. The results of  these investigations are considered in general rate cases. It has a program 
o aid water uiilities in monitoring Lost and Unaccounted for water (LAW). MunicipalIy-owned utilities 
ike AWWU axe not eligible for Pennsylvania’s DSIC. 

Commission staff and the Permylvania Department of Environmental Protection (DEP) 
:ommunicak regularly regarding troubled infrastructure areas. Sometimes the DEP m d e s  $lings in 
raricsus utility application proceedings asking fie Commission to rcquire utility cornplience with DEF 
-equireznmts. 

The Pennsylvania Commission also hzs authority to prcllaibit utilities from filing general rzte 
:ases for set periods of time. At least m m e  Pennsy1v;tnia water utilizy shareholders tnake vol~ntary 
:onkibrttions t~ the ‘WzO Help to Others Progarn” which PiOVicfes grants, discour,ts and water saving 
Jevjccs and education to customers. 

” At Ienst one state court has concluded a public urility conmission is withoat authority tc 
implement a surcharge in the absence of express enabling IegisIation. See Popawsky v. Pemz.+anic 
Pubtic Utility Comnrissiun, 869 A.2d 1144, 17 58 - 7 160 (Pa. Cominw. Ct. 2005). Accord, Stafe, OJyice 0, 
Ptrbtic Counsel v. h&ssouri Pub. Serv. Comm ’n., 33 1 S.W.3d 675, 685 (Missbud App. 201 l)(finding the  
Missouri Commission had express statutosy auffmrjty to implement regulations allowjng periodic rztc 
adjustmenis ostside il general raie case). These AG Comments do not address this issue other than to note 
the RCA’s broad enabling IegkIation (AS 42.05.141 (a)(3)), and the APUCKCA’s long-standing 
approved use of surcharges first in tariffs, and later as permitted by regulation. See Orders U-74-2(2), U. 
74-115(6), U-79-23(53(6jscussing the w e  of f ~ i d  adjustment clauses since 1974) and 3 AAC 52.501 . 
.S 19 (2004). See cxIso, v. C/z14gach EEecfuic Ass ‘pi, 53 P3d 578, 58 1 (Alaska 2OQ’2)(discussing w e  0: 
a CUPA surcharge established in a utility’s tarif€ in dicta). Cf-, H A  v. Chug& Electric Ass‘n, 53 P.3c 
491,494 (&&a 2062)(concJuding &he Commission had jurisb.iction io adjudicate a dispute m-king unda 
a contract ex@cuted between Chugach and MEA tbsLt governed the preliminary method by which change: 
in rdes to be imposed by Chugach on MEA would be noticed and developed. -fie Court reasoned &a’ 
because tfie contract “expressfy deals with issues lying within the Commission’s core area of jurisdictior 
- changes in rates, charge5 or other tariff provisio~rs’~ that the Conmission had jurisdiction to adjudicatf 
the dispute.) 
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’‘ The New York settlemegts zlfowing a DS1C have limited it to ex;tected distribution 
pgades. The DSfC is limited t~ expenditures recorded in cemin accounts. The DSTC can be 
mplemented for any project h t  lie setling parties agree is needed. No DSiC can be impiemeated ur.til 
t e  project is used and useful. 

S e ~ l i ~ g  parties generally review the utilities capital improvement plans, and projects that are in 
rogess to determine what projects they &re willing to agree should be included in a DSIC rate plan. 
&%En the utili.ty files to  actually implement an agreed DISC or &e plan increase, zhe Commission’s s t d  
.onducts a review to ensure that the reqrzestad capital investment has actuafly bem made or the a p e d  

frzs been i n c m d  

Many rate case settlement agreements include a 3 to 5 year rata plan, where the utility agrees m t  
o EIc a new ;.ate cme for B set period of time. In exchmge tfi:: utility is allowed to increase rates on an 
Igreed tirnefi-ame, subject to refund. The rate plan rate increases are based on an understanding of wha~ 
nf?structu;re improvements or cost increases .the uii1ity is expected to incur. DISC surcharges are 
ometimes a part of &at process. Durhg the aext rate case, the rttihity’s operatjons during the rate plan 
miid are reviewed, If projected costs did fiot mtit.l,ridize &en a downward revenue requirtmen1 
d.jdjush,ent is included in the next case, Over the fast two years, DSliC USE in settlements hes decreased E 

ttilities and advocates have tumd to adding provisions to three year rAe ptms &stead, 

l9 Docket No, D0708030, htt~://docs.cpuc.ca.eoTt/PURLBSHEDIF~AL DECISION 
71722.hfm. On 3dy 28, 2011, the utility requested fiat its DSfC be discontinired Set 
~ttn:/~docs,couc.ca.~o~/e~le/MOT1ON/141195~& at page 305, Sea 11.7 (where the utility, California- 
kmcriciur, stated “the q.mterly DSIC rate surcharges have resulted in kquen t  and onfiising ratc 
:hanges for custamer5.’’} 

The CatAm DSIC was initially approved in 2007 as a pilot project for the utility’s Los Angele: 
jistrict. In approving the pilot progmm, the CPUG stated, mong clther tbings that “We have cvefiill~ 
reviewed Cd-Am‘s capital investment pian and the underlying supporting cost detenninztions, and set s 
zap commensurate with this review. . . . We have strengthened Cd-Am‘s capital asset planniq 
requirements and will h1ly review its pfa i ing  and the results of the pilot propan ia the next GRC 
proceed in g .” 

The Cal-Am DSfC was subject to the foflowirrg requirements: eligibility was limited to specific 
projects as determined in the prior gemrai rate case, the progrm wiis capped at 7 percent of revenues 
with a quarterly 4 percent cap, and ~veaues  received m d a  the DSIC were subject to tme-up provision! 
with interest zsssessed at the 90 day commercial paper me. 
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ttemcitive ratemaking mecfiaisrn (an “AFFAC”) would ~ccomlpfish the s m e  goals as a 

,SIC without creating a new and administratively burdensome surcharge methodology. 24 

Similar surcharges (or “riders”) proposed by difkeilt types of utilities have 

leen rejected by o&m state commissions. For example, in 2011 the Mayland 

lommissicrn rejected a gas distribution utility‘s request to iaplemermt %I surcharge for pipe 

egfacement, The utility ~msucc~s:ssfuUy claimed implementing a surcharge .tvould alIow 

t to improve service quality by permitting it more rapid cost recovery, and that coilssmer 

ates would be reduced because rate case frequency .ivould €ail.’5 

The following table summarizes this DSIC-type surcharge history for water 

tnd vastewater Gtilities by jllrisdicthri over time: 

“We believe that the income flowing from AFFAC zcconoting, although non-cas€ 
earnings, will provide relief for WVAWC between rate cases without the need for the quarterly ratc 
adjustments required by die Company DSIC proposal. We wit1 allow En accounting procedure tha 
includes recording an AFFAC debit in a single account rather than to individuaf plant accounts. Th 
accumulated AFPAC debits may he depreciated through the application of an average depreciation rate or 
the sccxunufated AFFAC balance. . . . The AFFAC shouId provide a current r e m  on ail quaiified pfmt 
investment and wiil diminate the current regal3b-y lag bctwcen the date that the qualified $ant goes into 
service and the effective date of rates in the Company’s nex% rite case.” 

24 

‘‘ htto:/l~ebaoo.~sc.state.m~.us/~tranet/NIailloE/orders new-ch. Mayland Public Service 
Commission Docket No. 9267, Ordcr 84475 (November 14,201 I )  at 95 - 36, 106 - 108. 

Commerrts of the Attorney Generd 
R-11-006 
May 3 4  2012 
Page f 1 of36 



t 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

$ 8  

19 

20 

21 

37 -- 

23 

24 

3 

2002 

200s 

2007 

2007 

2007 

2009- 
2010 

2010 

201 1 
201 1 

2011 
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2512 

New Yo&. The NY Comissim be& accepting 
settilemeat agzements &at include DSHC surcharge 
provisions. 
ItSen~sy9varaiz;. CommonweaSrh Court reverses a 
Pemsylvania Commission decision allowing DSfC use by a 
wastewater utility because of the absence of enabling 

lation. Popuwski v. Penn. P. UC., 869 A.2d 1144 (Pa. 
comr;r\v. et. 20055. 
Ohio. DSfC legislation enacted for water and wastewater 
utilities with if 3 percent cap for each fiiing. 
Connecticat. Legislation allowing a DSTC far water utilities 

Water Company to implement a DSIC in one of its service 
districts, sfibject to a 4 percent cap. 
New Hampshire. The NH Commission accepts a series of 
thee settlement agreements that aIlow DSfC surcharges un a 
ptlcjt basis. 
Cssfiifomia, Califomk American files a request to 
discontinue its DSIC surcharge effective December 201 1. 

Viiginia denies West Virginia-American’s request to 
impfement a DSfC. 
New Jersey. NJ Board of Public Utilities publishes draft 
DSTC rules for prxblic comment. Draft rules include a 5 
percent cap. 
Iowa. The Iowa Utilities Board denies Iowa-American’s 
petition to implement a DSIC, 
Maim. Legislation allowing a DSlC f ~ r  water utrti!ities 
enacted. 
Pen~rsyIvania. Legislation enacted expanding DSIC allowed 
rzse to wastewater utifities. 

In aI1, eight sates have enacted legislation dlowing DSIC surcharges, three 

states have accepted settlemcnt agreements that have allowed utilities to implemeat DSIC 

;mcharges, one state has recently issued draft regulations fur prrblic comment regarding il 

DXC5 and a t  least two sbte commissions have explicitly denied utility requests t~ use 
Comments of the Attorney G~neral 
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>SIC stlrclrarges. A iota1 of approxirnztdy 693 ;irt:lities are &&le to implement a DSIC 

ype sukcharge,26 but research to date shows only 34 (4.9%) have done so. Of &e 33 

tilities that have implemented a surcharge, at feast 20 are owned, in whole or in pa-t by 

Ine the naticln’s fuw lugest water companies; Aqua America, Arnericm Water Works: 

educing regulatory kg or difficulties utilities face: reaching authorized returns3” These 

ame objectives (“‘probier”‘‘) are identified by the Utility Group in this Docket. At 

Zppcmdix A t o  Order R-1 1 -6(2), the Utility Grwp lists three bzsk complaints: 

a Regulatory lag creates a psobkm for utilities that are highly czpital 

intensive and which need “robust” capital investment plans. 

Utilities are not earning heir authorized returns md therefore must 

file “dmost m u d  rate ~ases.’’ 

0 Filing rate cases is costly which “creates a disincentive fur utiIities to 

invest capital into their Eghg systems.” 

The National Association of Re*gulsttory Utility Conamissioners (NARUC) 

nas aka addressed DSIC-type surcharges in resolutions. But the ~QCUS sf its DSIC 

2b Excluding Make. 

E.g, West Virginia (Order dated April 18, 201 1 in Docket No, 10-V92Q-W421’ at 7) 
fowa (Order dated February 23: 2012 in Docket No. WU-2011-0001 ;tt 1 I). Links for these orders arr 
found above. 

Z f  
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,a ‘‘hcremed pressure” 

8 ‘‘fever main breaks” 

“fewer service intemptiom” 

0 %wer levels of unaccounted far water”; ar,d 

8 “murc time between rate cases tvhich leads to greater rate 

Other jurisdictions adopting a DSIC-type surcharge articulate s4milar 

ratepayer-oriented, rather than utility-orientcd, gods. For exzmple, the Pennsy’fvanis 

Appendix 3, A subsequent 2005 NARUC Resolution referenced DSIC surcharges 
among other tools, as having been identified by the National Association of Wzter Companies WAWC 
as 2 method state commissions could use io promote “capital investment and cost effective rates,” But no 
~onsensus was reached by those ontities participating in the NAWG F o m  (which did no1 include any 
consumer ztdvocacy groups) on the tools NAWC’s Swmwiiy Report ultiinztely proposed - including the 
DSX. See Appendix C. h e  also Order R-’I I -3( l), App. at 7 (L‘NAWC is a trade organizlltion for private 
water cornpmies, so it cannot be assumed that water utility customers or consumer advocates would 
necesswily cORclir that these practices are the best.”) 

29 AppendhB. 

Comments of the Attormy Genera1 

May 31,20!2 
Page 14 of36  

K- 1 1-006 



e creating an inappropriate shif€ in business risk away fkom utilitier 

towards consumers far &e purpose enti~lng utilities to perfom 

obligaiions they are dready required to perform by law?' 
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RBPA staff reviewed .the rate case filing practices of water utilities using 
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4 
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e Comeciicut's DSIC wzs adopted in 2008, and its impact on atility filing 

frequency is largely inconclusive. TQ the extmt any prelirninq 

concfusion can be reached it would be that rate case frequency is largely 

u ~ ~ c h a n g e d ~ ' ~  

e Del;iu,a-e adopted a DSlC in 2001. Three utilities use the surcharge 

regi;larly; two uthers have used i t  on a single W A  staff 

34 Comecticut reguIates apprsximatefy 20 water utilities, of .which 5 participate in its DSIC 
:WTJJCA) pmgam. Since 2002, the five participating Connecticut water xilities h v e  filed rate cases at &e 
~olluwing frequency: 

Torrington Water fded a rate case In 2008, about the same time the WC.4 pregrm became 
avdlable. 

C+ United Water of Comecticut filed a rate c2se in 2505 md one in 2009, 

(P Aquwim Water Cmpmy filed rate cases in 2004,2007 and 201 0, 

Coonecticut Wzbr Company filed rate wes in 2006,2007 arid 2010, and 

hvon Water Compmy fled rzte cases Zn 3005 and 2009. 

35 There are 12 regulated water utilities in Delaware. All are DSIC eligible. Three have 
made regular DSIC filings. These three ut'lities are: United Water of Defaware (serving 110,000 
ci.xstomers), Tidewater Utilities (serving appmxhately 32,700 customers], and Artesian Water Company, 
Inc. (serving rtpproximaiely 76,000 cust5mers). Two other utilities have each niaclc a single DSlC filing. 
These two Etilities are: Prime Hook Water Compaay (serving 440 customers), and Sussex Shores Water 
Co. (serving approximately 1,200 customers). AI1 three utilities regularly filing a DSlC ~ C V C  frlcd rate 
cases since 2005 (which I s  the time limit on electronic aGcess to Delawm Commission records): 

e 

D 

5 

United Water - Delaware 61ed rate cases in 2006,2009, and 201 0, 

Tidewater Water Compzny filed rate cases in 2006,2509 and 251 1, and 

Mesiw Wzter Company filed rate cases in 2006,2008 and 201 1. 

During the same theframe one of the two ctilities that filed a single DSfC filed a rate case 
(Sussex Shore Water eo. i i i  2007). md two non-DSIC participating utilities filed rat5 cases in 2005,2007 
m d  2310. 
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was not able 20 access pre-200 I electronic records to determine ifkttility 

rate case frequency decreased since Delaware's DSIC was hpIemented, 

e Ill&ois adopted a DSlC in 2000. Its adoption h a  had mixed results in 

rate case f?eq.ttency for two paticipatbg utilities. One utility filed one 

less rate cast: in ten-year block compaTiso13s, while the other filed the 

s a c  number o f  r;ites cases in the same ten-year block ec?rnparison~?~ 

Lndiana's DSIC was adopted in 2004). Fom uttiliries participdte. Rate e 

" lllinois regulates approximately 33 water, 5 sewm and 14 combined ivatedsewer utiilitius. 
)nly Tllinois-American Water Company and Aqua Illinois, h., the state's t w ~  largest utiiities, hzve nscd 
he Illinois DSIC (QP). 

Prior to QP implementation, Aqua Illinois fflkla Consumer Illinois), filed mtie cases for its wster 
mdor sewer utilities In 1995, 1991, 1993, 1995, 1997, 2998, and 1999. ABer QiP implementation, Aqua 
Zlinois filed rate c s e s  in 2000, 2003: 2004,2005,2006,20O?, 2058,2010 a d  201 1.. 

There are h u t  I10 water tztilitks that are eligible to file a DSIC in Indiana. Four hzve 
participated in the p r o g m :  Indiana America Water Company, Utility Center, Inc., Water Services 
Compmy of Indkma, and Indiana Water Service, Tnc. 

37 

Indiana A;nerica Water Cornpmy serves 284,000 customers. It has made seven DISC filings 
since 2002 and has filed rate cases h 1931, 1996, l999,2001,2003,20CS, 2009 'mid 201 1 

Utility Cer~ter, Inc. serves 12.151 customers. It made five DSlC filings since 2003 znd since 
I991 it filed rate cases in 2007, 2008 and 2010. Utility Center is owned by hqaa America. 

Water Services CCXIIFXT~ of Indiznna serves 184 customers. It filed one DSIC k 2004. Since 
1991 it has filed one 

Comments ofthe Attorney Generag 
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Mahe's DShC was just adopted 

C O ~ C 2 u S i ~ n s .  

M.isso~'s DSIC was adopted in 2002. One utility uses the surcharge.38 

RAPA staff was nut able to access pre-2002, el onic records to 

determine if this single utility's rate mse Erequency has decreased. 

New Hampshire has dlrrwed a DSIC in pilot projects far three different 

ritiiities, one in 2009, and two in 201 1 ?9 Inade4uate t h e  has elapsed to 

evduate rate case filing Erequency for these three utilities. 

New Yosk has ahwed DSlC use in five settlement agreements.4o 

Because some settlements bar the utility from filing rate cases for it set 

period, it Is not possible to draw conclusims froin New York's limited 

DSZC implementation. 

2012. No data is amiilabk to draw 

- 

Zndiana W~ter  Sentice lnc, serves 1,825 customers. It med m e  DSfC in 2004 arid since 1991 i. 
has filed one rste case in 201 1, Indiana Water Service Inc. is owned by Utilities, Tnc. 

38 The one regdated utility allowed to use tke surcharge is Missouri-American, whicf 
serves qpproxirnately 1.5 million customers. Xt fled general rate cases in 2003, 2007 and 2008. DSlC 
(ISRS) filings were made in 2003,2006 (mice), 2008,2009 and 2010. 

39 The New Hampshire Commission replates 20 water utifjtks. The first DSE (WICA' 
was approved for Aquarim Water Campany in Septembsr 2009, the secand was approved fer Pennichrad 
Water Works in October 201 1, md the third was approved for Pigsfield Aqueducf Company in Bcrobe 
201 I .  

It0 Long Islmd American WBter (serving 200,000 cui;torners), United Wzter New Rochelle 
143,000 ctlstomers), Urijted Water New York fnc. (serving 70,240 customers), United Wate 
Inc. (serving 44,000 custemers), n?~d Mew York Water Service Con~pany (sewing I52,00( 

customers). 
Comments of the Attorney General 
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cases for its mtire utility and *bee rate cases for selected districts. . 
, , , Over the sme  t h e  period the DSfC has been in eEec;t in 
Pennsylvznia, [West Virginia A.merlcaa Water Compmy] bas also 
hfed six base r&.e cases. Of coarse, it is difficult to m&e 
comp;uisons between utilities operating ia different states, but it 
does not appear that there is any evidentimy support for the idea &at 
&e DSIC will have m impact on How ofien general rate cases i r e  
f3ed?2 

Condating a link between DSIC adoption and sewice quality 

mprovements based on existing data is cfiff2cult. This is because some tie must be found 

retween surcharge access and work tihat would not have been perfomled whea it was 

terfonned b ~ t  for the surcharge’s awilability. Since utilities must make capital 

nvestrne~s necessary to meet safety and reliability duties as a condition of certification, 

;erne ~ E :  to the swchxge’s use in expediting what would be done anyway xrtust be found 

n order to judge surcharge effectiveness in improving service qsrafity.4’ 

In most jurisdictions finding my link between DSIC ac9option and quicker 

iecesswy infrastnacttlre Investment is ilkwive. With one possible exception, h4PA staff 

“vas unabIt3 to find any link showing DSIC availability has speeded up Kesessary 

52 July 9, 2010 Supp!emental Direct Testimony of Byron L. sfarris on behdf of the 
~onst~mer Advocate Division of Ihe Public Servjce Comrnjssion of West Virginia in Docket Number OS- 
390042T. hrt~:/~~~s~w,cad.sta2e.wv.usi’O80900B~ronSn~~Direct.~df. 

See AS 42.05.24 1 (“A certificate mzy not be issued unless the commis5ion finds that the 
3pPplicant i s  fig wilting, arid able to provide the utility services Bpplied for md that &e sewices are 
required far a e  commience and necessity of the public.); AS 42.05.291(a)rEach public utifity shal’ 
furnish and mainbin adequate, efficient, and safe service md facilhies. This service shalj be reasonablj 
X X I ~ ~ I I L E O U S  and wi&ogt unreasonable interruption or defay.”) See a h  Order U-00-1 lS(18) at 12 (“[T]h 
regulatory covenant does not promise utitify owz1ers that they Will be able lo ‘sustain’ a utility wjthorti 
supplying equity capital when the uti 69 needs iizvestment.”) 
Comments of &e Attamey General 
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ifras"tlzlcture investment. %e possible exception is Comecticut which requires that ii 

,SIC participant show replacement projects included for surcharge considerztion are 

wremental to the utility's ongoing capital replacement program. 

No link has been found in the remaining DSIC jurisdictions. For example, 

he Pennsylvania C0missi0n3~ Wkter & W&eimter Staff were unaware of any 

tocumentation or study showing DSIC use correlates with hpXwGmentS to water quality 

ar quality of s m i ~ e . ' ~   ut since the DSIC has been implemented in ~ennsy~varin, 

atepayers of Pennsylvania's two Iargest water utilities (both. DSXC participants) have 

~dCect new DSlC surcharges each yea,  while also increasing base rates virtually every 

z&er year?' ~n ober words, ratepayers of &e two largest Pemsylvania utilities have 

:sperienccd annual rate increases, but there has been no showkg thtit water quality ar 

Juality of service has ~mproved."~ 

UT%&%TY USE OF D S K  SrnCrnR 

Eligible utsity use of m available DSIC sarcharge shows little widespread 

penetration. As noted edier, z total of sppraximately 693 utilities are eligible to use a 

44 P ? A  St& did receive information fiom the Pennsylvania Commission showing hoq 
many miles of pipe haw been replaced for selected utilities. In one exunple, the PennsyIvania Watei 
Company replaced 25 miles of pipe in 1995 and 81 miles of pipe in 2010. However, Pannsylvanil 
h e f i c m  has 9,900 miles of pipe in its system, 2nd the increase, which is not sIio~.n to be a direct resul 
of the DSIC, is replacing less than one percent of its pipe each year. 

45  See Appendix I?. 

W A  Stff asked NAWC representatives m d  hdjviduals in emh jurisdictian with 2 

DSIC if they were aware of eny studies showing that DSlC implementation improved the qnslity o1 
sewice and water quality. No one was aware of any study demunskdng such a link. 

46 
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tilitfs financial interests is praper to impose on a utility in exchange for rhe benefits of 

conomic bsufation . . , 7 4 9  

Surcharges (bcluding a DSTC) can easily sidestep the safeguards of 

[A]s a surcharge item, the situation would be lacking the typical 
dynamic for the utility to minimize costs . . . Indeed, there could be 
iz disincentive to the utility's exptaring larger reco&gmatians in the 
event of a mandated reimbursement in order to avoid complic8tions 
in determining proper allocations to the surchage account. This is 
not to suggest that the utility's nomd pmdence or the Comrxission's 
own review efforts would be ineffective checks, or that surne sort of 
notice provision could not be interwoven into an MJR-CA surcharge. 
However, the. d d e d  value of a utility's traciitioaal incentive to 
&hise cost is not a factor that should be lightly removed. , . 
Moreover, it shorald not be fwgc~tten thait surcharges even in fuel 
and wholesale power situations are HBC& well received of late (if 
eyer), principdly became their reseme redaces i~~enzaives to 
minimize or offset sosf increases! [Emphasis added]. 

49 OroCr U-86-20(3), reprintedat 3 M U C  514, 516 (Alaska P.U.C. 1986). This discussion 
m a n e d  in the context of the Commission's review ofa request for interim rate relief. 

50 Order U-83-74(7) at 15. 

Histoircally, utilities in Alaska do not seek a prudence predeterrninztion fcr plvgned 
infr&mctwe investment. Instead, Alaska's Commissjon has generally relied on afifter-the-fa8ct piQjeGt 
reviews conducted in the context of a ratc case. There have been 
exceptions. See Urder U-10-41(5). 

51 

See, e.g., Order U-lU-29(lS). 
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zptive ratepayers because it creates m economic incentive for utilities to cuiiail 

mecessary spending: 

The delay in recovery between when a company incurs capital 
expenditures afld when 3 recovers a return of md un such 
expenditures in its base rates is referred to as regulatory lag. In 
saM'ying their obligetbn to provide safe and reliable service to their 
ratepayers> companies have &e incentive to invest in capital 
improvements ratter thm U&M expenses, even if a czpital 
improveiBent represents a sub-optimal soltrtion as compared to non- 
csrpitai production factors. Unlike O&M expenses, capital 
expenditures pr5vide a return to h5.r shareholders when ulhmatcly 
included in rate base (as stated above, this bias toward capital 
investment is b o u ~  as the Aver& Iuhson e€fecl). The exkteace 
of regulatory lag provides an fmportaat coanterbalmce bo the 
Aver& Sorfsnsasl effect beca~se compdes wiU not earn i; re&m 
on their investnmrents nplhif their Esext rate case p r ~ ~ e e d ~ ~ g *  As 
sack* regEeEztary ]tag p v i d e s  the inceEmtive f9s companies bo 
pnrsere a more bdanced strategy hetween capital expendikres 
a r ~ d  O&M expeases 1~m their provision of safe a d  reliable service 
to their sate payer^.'^ mmphsis added]. 

Pctitim cif Maswhusetts Elecn-ic Co. md hTmztuckclt Electric Co., 2009 WL 45431 12 
(Mass. D.P.U. 2009). &e also, IH re Soulhem Nevada F a r  Co., 1996 WL 304355 (Nev. P.S.C. 
1996)(*'Among be potential sources of allocative Inefficiencies 3onbright cites is the Averch Johnsorj 
eEect (PJ>. The kT effect suggests that traditional rate basdmte of r e ~ m  regulation biases a regulated 
firm toward more capitsl intensive modes of production because of tbe ability to e m  a remr't on capitai 
investments included in rate base. For instance, in the electric utility industry, utilities are sometimes 
believed to be biased In favor of building their own generating capaciv, rather than purchasing wailablc 
crtpaccity from other sources. To the extent that this bias has occurred, it wodd be consistent with the 
Averch Johnson eEect."); Pupatwb v. Penmylvmia Public UtiIity Camnrission, 869 A.2d at 1 160 ('Thc 
PUC's belief that there is EO limit on its zufhority to approve the use of a surcharge as the meam for an3 
ntility to recover its costs for any facilify addifkin is contrary tu precedent and to sound principles oj 
stzttutory co;lstnrction, lt means tbzt ntilities czn recover &eir capital casts without any incentive t c  
invest wisely and ef.f%ontly. ladeed> when recovery is aflowed on a cost-plus basis, the incentive is 
otherwise because the retura factor is calculated as a percentage of tho caphl cost.") 
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There cm be a teasion bemeen regulatory Zag md its impzct 03 a utility's 

chieved return. But in evaluating this tension, two things should be remembered. First, 

Llaskm utilities have a largely unfettered ~ g h t  io interim rate relief usuafIy lmplemenkd 

~ i t ~ ~ i n  45 days of filing a request fur rate b y  discussion of regulatory lag 

hodd include interim rate reliefs use in Alaska to ml~gate  its impact?' Second, a 

.tility's atrffiorked return is generally viewed as &'a ceiling that u t W e s  typically do not 

dmally realize. In other words, although utilities are p e d t t e d  to achieve a profit 

The Commission currently einploys a " n ~ t  frivolous or obviousfy withour merit' 53 

;tandzd. See Order U- I 0- IO I( 7) zit 4 - 5 .  

It is rare to see an Aiaska utiiity rate cas filing unaccompanied by a compmion reques 54 

for interim rate rdi& 

Sotahem New Englattd Tdephone Co. 1'. Dep't of Public Utili@ ConlPol, 874 A.2d 77t 
(Corm. 2005). See also, Re K a t  Yirginia-American Wczler Co., Docket No. 30-092O-W-42T at 1 (W.Va 
P.S.C., April 18, 2011)("The opportunity of earning a fair RQR is, hotwvver, not only a function o 
Commission approved mks, but also is dependent on thc ski11 mnd ef5ciency of utility miuEigemcnt 
Utilities should stop viewing Commission revenue requiremert decreases zs an anchar, pulling thei 
return on equity (ROE) down, and strtrt viewing h s e  decisions as a bQdget target &at, if met, will buo: 
their ROE.") h ~ p : / / ~ n u w . n s c . s t a t e . ~ . u s / s c r i ~ t s e b ~ ~ c ~ e ~ ~ ~ ~ ~ ~ u m e n t . c ~ ~ ~ ? C a s e i ? c ~ i v i t v I f  
53 1 93 47BNotTypr='W ebDock et'. 
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3t.d inflatim wed by &e Mmicipafity of Anchorage in. its fiscal plms for the same five 

rear period."' Affordability is clearly implicated under such ckumstances. 

Water utilities in many jusisdictkms, includhg Pennsylvania, contribute to 

r rogws &at help subsidize rates for low income water utility customers, No such 

)rotection is afforded to low iocome Alaska31 water utility customers now, nor does the 

Jtility Grwp prqose such a pmgmm, Because DSIC adoption can accelerate A W W ' s  

iredicted rate increases, some consideration of affordability should accompany 

:onsideration of any new surcharge. 

C D r n N T S  ON THE rnEXTY CROUP7§ PROPOSED REGULATION 

There can be no dispute that alIoTGng B DSIC, as a surcharge, would be ax 

exceptk~,on ta the general ri.rten;ssking process. Accordhgly, the C o d s s i a n  should avoid 

adopting regulations iniplernenting a DSlC zbssnt a showing of exceptional 

~xcep7.fiona.f circumstances am O R ~ R  besf Gemonstrated ir 

individualized circzrmstmces. Thus, it n a y  be more prudent for my DSIC consideratior 

to be addressed by each utility individually iL1 an adjudicatory ducket, rather than in i 

generic rulemaking docket. 

59 Accccording to the Municipality of Anchomge's 20 12-20 17 Fiscal Program, the expectec 
inflation rate for that period is 3.0 percent per year, which equates t o  a total inflalion increase of 15.' 
percent over the nexr EVG years. 

hfodiigan v. Illinois C Q 3 m 2 E t ~  Ckmnt'n, 201 I WL 4580558 at *8 (111. A ~ F  
201 1)rFlecaus;e a rids , by nzture, is a method of single-issue ratenraking, if is not allowed absent 
showing of excfsptjsnal circranstances .") 

60 
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~ ~ O U Y ,  suggests, DSIC access is to be limited to plant additions having no “significmt 

z p c t  on revenues or operzting c0sts.7’~’ This limitatiion is intended to avoid 

:ynchronization or matching problems which norrndfy arise whenever single-issue 

*atemaking proposals, such as a DSIC, are presented.62 But no litmus test is given to 

zi&t be considered de treinimzis to a large utility like A W  with a larger customer 

base to spread costs might not be to 8 small utility like Potter Creek. Such determinations 

might best be made irl individual adjudications, rz&er ttlan by attempting to fit all wzter 

and wastewater utilities in the same regulation box.63 

Testing claims about pmknce or m abselrce of synchronization problem 

~~ 

Order R-11-6(1)* App. 3 at I ,  2,5. Gl 

Madigau v, Iliimis CoPnnjece Cornrn’n, 201 1 WL 4580553 a t  +6 (“Single i s m  
ratemaking is prohibited because it considers t;fimges particular portions of a utility‘s revenue 
requirement in isolation, which ignores potentially offsetting considemtbns and risks understating ai 
ove~sbting the overdl revenue requirement.'? 

62 

Exceptional circumstances justjfLing surcharge zdoption would also likely diEer among 
AIaskm utiiities. Unlike many smali water utilities, AWWU’s c8pitaI improvement plan already lays ou 
its timeline for infkastmcture investment. AWWU is therefore already making infrastructwe investmen 
as it is required to do m6er AS 42.05.291(a). Surcharge access will not improve service qualib becausr 
there is no claEmed need for surcharge ~CCCSS to maks needed improvements. See A W W U  General 
Manager Craig Woodard’s Prefiled testimony, fded on November 1 1,20 I I in TA I 3 7- 122EAI 34- f 26, at 
Answers 13 - 18. GHU is in a somewhat dir’ferent but analogom situation. it has a f ~ a b y  received 
extraordinnary ratepayer subsidies otliside of my surcharge to make infrastructure investments. TII 2003, 

, the Commission awardcd G W  a $5.3 million acquisition adjustment, and earlier an enhanced ROE, in 
1 luge part because ofthe utility’s pXms to upgrade degraded plant it inherited from the City of Fairbanks. 
See Order U-02-13(7) at 5 - 8, mnd Order U-05-43( f 5 )  at 48 - 50. 
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piddhes,  pmdmc:: md syzchronization issues srre hvestigated in a rate case which 

m&mriIy provides mple opportunity for discovery and the orderly progression of 

irefiled testimony. As proposed, this review will now be radically condensed into either 

50 or 180 days, and place the initial burdm of proof on my party contesting particular 

cast item’s i r d ~ i o n . ~ ~  Mt3lough a burden shift is appmprktz in a. case where prudence 

is c f i a ~ ~ e n g ~ , G s  we are maware of any m t ~ ~ ~ i t y  that ;i[~otvs such a burden shift for 

sync~ronizatio~ issues? 

The U t ~ i t y  Group‘s proposed procedure also appexs unIikely to resvft in 

meaningful review. Within 60 days the Commission must make an initial assessment 

whether “costs af a specific project or projects q U d i f Y  for i~dus ian  in a utiiity‘s 

PRISM.” Rut my interested member of &e public will need to do so sooner - within 30 

dzys, AS 42.05.41f(a), This presumably includes a review of pr~€ence and 

synchronbth matters, as we11 as a review to ensure all proposed plmt addifion are 

A utility’s request to include costs associated with ltew plant additions usually occurs in a 
rate case where a plant additha mjoys a presumption of reasombbfeness unless a Lisubstaiitial showing” is 
made by another party challenging its inclusion in rates. Order U-l0-29( 15) at 8. 

65 

The Utility Gruup’s proposal is internally iriconsisient on t h i s  point. At Order R-I 1-6(2), 
App. B page 3, the Utility GTOUP suggssts dl initial burdens arc placed on parties c!iAlcnging cost 
inchsion, whether for prudence or synchraniidon. However, on App. B p a p  7, it appears the utiIity 
Croup recognizes it bears the burden of niaking aprimafkie showkg h a t  no synchronization issues will 
&e with the ptant proposed tu be included. Assuming ihe later - which is the correct burden p!acernent - 
the Utility Group then I n~e t~ ts  a ’‘c1e;it showing” rebutlid st8ndm-I that is unsupportzd by law. 

66 
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he Commission ensure rates demanded are just and reasonzble, the Utility Group's 

)reposed procedure appears to work at cross p q o s e s  with the C5mrnission's statntory 

nmdate. 

There are f ive additionaI flaws with &e Utility Group's proposal. First, a 

;ost estimate is used to set the surc~barge. There is EO tme-up!' But under prudence and 

xighal cost ratemaking requirements, consumers cannot be charsed h rates any more 

ban actual cost for invested ~@taL.~~ ?%e Utility Gro~p's reccmmmdation, by 

67 The proposed regafation does cot define or quantify what plant is or is not "prirnarify" 
3edicated to these services, or explain why mything that i s  not specificdly dedicated to these services 
slilould bz allowed in a surcharge at all. 

68 Order R-13 421, App. B at 5. 

69 Order R-ll-6(2)2 App. B at 1, 7 ("Inclusion of projects and project costs in a finally 
approved PMSM surchwge constitutes f ind  appmvaI of the surcharge amounts which are RO fongcr 
subject to refund to customers.2z) Obviously if a true-up is used, i t  should be implemented with interest. 

70 

proposition 
interest of 

Ivew England Power Cu., Op. No, 231, 31 FEXC $61,047 (1985)["An eleinentav 
of utility law and rrtiIh-y regdation, universally Fcco@md, is that public xtilities, in the 
their customers as in t!eu own interest, shorrfd be pem-itted to charge mtes which are 
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efdtion, awrds a windfall whenever actual plant costs amount to Iess thm e s t k i t e s  

rovided. The law does not dlow what the Utility Group re4uests. See AS 42.05.441(b). 

Second, the Utility Group’s proposai for &ernonstrating DSIC eligibility 

ppears impssible to meet. A utility is required to demonstrate .that it “did not over-em 

ts authorized return on rate b2se as calculated fur the most cuncnt ’ixveIve month 

~ri~pd.’”’ The Commission has previously held such a test is eonsensic~l.~~ 

&he Utility Group’s DSfC €umuh is unsynchrosljzed. The formula 

Esed makes no attempt to update rate base to account for plant retirements or 

73 rccumdated depreciation accmhg since a prior rate case. For large utilitizs: up to three 

r e m  of pfmt retirements and accumulated depreci3tion can be ignored while new plant 

tdditions are ad&& For small utilities, thk lack of balance is exacerbated because DSIC 

:Ii$bility is not tied to the length of time elapsed since a previo.~ rate case. A small 

itility can be considered DSIC-eJigibXa even though p h t  accottcts m d  accmnulated 

iepreciation have not been reviewed for many years.76 TQ the extent any DSIC 

mmpensatory for the full cost incurred by alert, effiejeiit, md responsibIc managemcat. It is equally 
elementmy that customers should not bc requked to pay more than this Cost.’’) 

Order R-l1-6{2), App, B at 4. 

Order U-90-3414) at 6 C‘mn osder to test [a utility’s] assertion that it  did not earn its 
reveme requirement in the prior yeats, it wou’td be necessary for Staff to review ea& of those yeas and 
the Commission b rsulve disputes fur each of those years, essentially holding a compleP rats caSe for 
each year, Clearly, such a procedure is not fea44e.”) 

71 

71 

Order R-l1-6{2)* App. I3 at 4. 73 

&der R-l1-6(2), App. A at 2. 74 
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reedation is adopted, its hitiiaf we shodd be tied to a current rate case so all plant 

~ C C Q I I D ~ S  are c~nent.’~ ~t appeus i~logical to suggest o&envisc. 

Fourth, the Utility Group’s proposed DSlC formula improperly uses a 

utility’s previously approved ROR in setting a 5 ~ c f r a g e . ~ ~  For a large utility, the ROR 

used in the surcharge formula can be three yems old. For a srriall utility, it could bc 

si@ficantIy older.77 Alaska Supreme Court case law suggcsts this result would be 

improper?’ The ROR used in the formula should instead be tied to the XOR set in a 

current rate case establishing an entitlement to Erst use the surcharge, and it should be 

7s See April 2&,20 1 1 Comments of Pamsylvmia’s Cmstimer Advocate, Sonny- Popo~sLy~ 
to the Pemsylvania House Consumer AffGrs Committee, a copy of which is atta&ed as Appendix G at 5 
(“A major reason that utilities are able to make new plmt addftims bdween rate cscs  without having to 
increase their rates is that traditional base rate m&hg is a two-way street. T h t  is, between rat.. cases, 
while a ut;.iity is dding new capital investment fo the ‘rate bzse’ on which is &wed to earn a return, the 
utility‘s existing plant is dcprwkting, which has the effect of reducing the utilii’s rate bzse, Tn a rate 
case, b e  Cctrndssion looks at both the additions and the subkactions, and establishes a rate base on 
wl~ich prospecr;ive rates are set Under a distnibartion system improvement ckarge ($)f$C) . . . 
bowever, the Gcmmission looks oidy at plant additions, withcprrt emsidering the oKsetting p h t  
redncti~ars. The DISC ahus becomes a me-way street, rather than a hvo-wq street, azd ~ ! ~ Q W S  mte 
increases WED if tbe utiility’s overall plant investment k actrsdy d e d i ~ i ~ g  aver time.” [Enphasis 
added J .) 

A stale ROR can include both an outdated capital structure as well as an outstated return 76 

on equity camponent. 

&der R-I 1-6(2), App. B at 6. 77 

Glacier Sfate Telephone v. APUC? 724 P.2d 1 187, I 192 (Alaska 1986)(“The commission 
has a duty to set a reasonable rate of return for the utility. ‘A rate of return may be reasonable at one time, 
and become too b@ or too low by changes affecting opportunities for investmenf the money market, ad 
business conditions generally.’ [Citation omitted]. THc AIWC was obliged to cawsider the dmp iet 
in&-est rakes in the t w ~  yews sirace the &riff was Bed; it would have done the tprtblic a dksselrotiee 
had f$ ignored the clitenge,” [Emphasis added].); see also OrderU-O8-l57(1O)/u-O8-I515(1) at 37 m d  39 
(holding it proper fo use more recent data to address &e growth rate component in a DCF mod& md the 
risk free rate for a CAPM analysis). 
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waiiabiEty reduces utility risk, it makes little sense tc, ignore a smcbqe's risk redarckg 

:ffect when creatbg a surcharge f ~ m u l a . ' ~  

Fifth, the Utility Group's pmposal is over-inclusive in the plant allowed for 

iwchargt: purposes and because no cap is provided. As proposed, virtually m y  new p2mt 

;ubstzI.ltiaily grmter than the tmgzted approach 5rst  suggested by &PY Commission. fii 

&cause surchmge use is ai e x k m e  exception to normal ratemaking, it would appear 

surcharge's allowed scope be nanowIy tailored to spificzlly achieve a legitimate 

g3  patepayer bevze$t oriented goal. 

See Order U-07-76(8) z t  71, 80. 

R-ll-6(2), App. B at 5 (L(To pud@ f5r inchsion b a F"Sh#, a plant addition must 
:msist pr imdly of plant dedicated to providiing service to customers that repfaces existing plant, 
improves &he qwlity of service, increases relizbility or redundancy, or promotes plrbiic he$& or sakty.'3 

See Order K-l 1-6(1)7 App. B & 1 (,For water utilities eligible, party would be U50h 
Accounts 309 - supply mains, 3 11 - pumping equipment, 3210 - water @e equipment, 330 - 
distribution rcsenloirs and staadpipes5 331 - trmsmission and distribution mains, 333 - services, 334 - 
meters and meter installations, 335 - hydrants, 336 - backflow prevention devices, and 339 - othex plant 
and rniscellmeow eqniprnent. For wastewater utilities, eligible properly would be USOA Accounts 360 
to 362 - collection sewers, 363 - services to customsrs, 364 and 365 - flow rne~suf i~g ,  366 and 367 - 
refuse services, 370 and 371 - receiving weIIs mnd puinping equipment, 374 2nd 375 - reuse, 380 - 
b-eatrnent md disposal equipment, 3 81 - plant sewers, and 382 - outfdf sewer lines.") 

59 

80 

R I  

Most jurisdictions apply a 5 to a 7.5 percent czp on plant eligibli: for surcharges. 82 

Madigon v. Illimis Commerce Comrn'n, 201 1 UrL 430558 at * 7 - 8. ("[R]iders shodd 
be closely scrutinized because of the issue of single-issue ratemaking. . . . [Blecause a rider, by nature, is 
a method of single-issue ratemaking, it is not ailowed absent a showing of exceptional circamshances.") 
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CON CILUSHON 

There is little if any gbjective evidence ~~ppas";ihlg a conclusion that DSIC 

surcharge adoption advances the rate at which service qwfity or reliability improvements 

are made or that DSIC use reduces rate case frequency or expense. Nor ~ E S  research 

disclosed &e existence of any objective evidence supporting a c~nclusion that DSIC 

surcharge adoption provides any other rztepayer benefits, bstead, surcharge adoption 

appears to erode established consumer protections and degrade a coinmission's ability to 

emure r&ttes demanded are remonable. Because DSXC surcharge adoption should he tied 

to showing an actual ratepyer-benefit link, there is little if any justification fir 

employing this extraordha-y regulztory tool. 

If &e Commission cuncludes otherwise, DSIC adoption creates numerarrs 

cbknges,  Given the rnzgnitude o f  &e matten to be addressed on a tight ti-neIine, it 

appears that added Commission resources will be nreeded if a DSIC regulation is 

implemented, Tu da otherwise would amount to a surrender of the Comissioy1's duty to 

ensme utility pimt investments are prudent md mtes demanded =e reason&k. Public 

policy c m o t  support this result. 

The Utility Group's proposed regulation is also seriously flawed. Its scope 

is cwer-incIrrsive on items allowed, if €ails t o  provide my cap or other reasonable limit on 

the amount requested, it pernits use of a s tde  ROR at odds with case law md fails to 

account fGr reduced risk in h e  DSfC formula proposed, it is umyncbronized because it 

fails to require updated plant accounts and accumulated depreciation, it impermissibly 
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. 
v 

4 

5 
1 

alluws use of cost estimates without any true-up, it employs an impossible-to-use test f 

eligibility, and it is structured in a way that will deprive the Commission and a 
1 

2 

Respectfully, the Utility Group’s pruposd for DSIC regulation adqt i t  

shodd be rejected, and this Docket cbsed. 

3 interested person frum testing the cost items included in a meaninghi way, 11 
6 

7 
DATED this 3 1st day of May, 20 12, rrt Anchorage, Alaska, 

By: 

Chief Assist& Attorney General 
Ofiice of thet,pttorney General 
I031 West 4 Avenue, Suite 200 
ibc.horage, Alaska 99501 
Fax: (907) 375-8282 
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I. 

Q* 
A. 

Q. 
A. 

Q* 
A. 

Q. 

A. 

INTRODUCTION AND PURPOSE OF TESTIMONY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Greg Sorensen. My business address is 12725 W. Indian School Road, 

Suite D-101, Avondale, AZ 85392. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

On behalf of the Applicant Litchfield Park Service Company (“LPSCO” or 

“Company”). 

BY WHOM ARE YOU EMPLOYED? 

I am employed by Liberty Water dba Liberty Utilities as Vice President and 

General Manager. 

I THOUGHT YOU WORKED FOR LIBERTY WATER. HAS THAT 

CHANGED? 

Liberty Utilities is the same entity as Liberty Water, the name we operated under in 

Arizona the past several years. We recently updated the name as our acquisitions 

in other states include gas and electric utilities in addition to water and sewer. 

We believed that this name change better reflects who we were becoming as a 

company. Also, in some states, like Missouri, we will have customers who will be 

both a water customer and a gas customer. It would have been very confusing for 

those customers to receive a bill for gas services from Liberty “Water.” 

This is really just a natural extension of our growth, and an opportunity to 

bring high quality utility service to new types of customers. I also believe that our 

continued expansion will provide additional economies of scale, and enable us to 

continuously improve our service offerings to all our customers, including 

LPSCO’s customers. We have notified Staff and the Commissioners’ offices, as 

well as local politicians of this name change. We also sent communications to our 
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Q. 
A. 

Q. 

A. 

customers on this subject during the month of June 2012, as well as publicized it in 

local newspapers. 

THANK YOU, PLEASE CONTINUE. 

Liberty Utilities, like LPSCO and all of the other subsidiary utility providers and 

service companies, is ultimately owned by Algonquin Power & Utilities Corp., 

or APUC, a publicly traded member of the Toronto Stock Exchange. Through its 

distinct operating subsidiaries, APUC owns and operates a diversified portfolio of 

$0.8 billion of clean renewable electric generation and $1.1 billion sustainable 

utility distribution businesses in North America. Liberty Utilities, APUC' s 

regulated utility business, provides regulated water, gas and electric utility services 

to more than 350,000 customers with a portfolio of 26 water, gas and electric utility 

systems in Arizona, Texas, Missouri, Illinois, Iowa, California, New Hampshire, 

and Arkansas. Pursuant to previously announced agreements, Liberty Utilities is 

committed to acquiring certain regulated gas distribution utilities from Atmos 

Energy Corporation, which serves approximately 60,000 customers in the state of 

Georgia and 50,000 customers in the state of Massachusetts from The Laclede 

Group, Inc. Algonquin Power Co. (APCo), APUC's non-regulated electric 

generation subsidiary, owns or has interests in renewable energy and thermal 

energy facilities representing more than 1,100 MW of installed capacity. APUC's 

common shares and convertible debentures are traded on the Toronto Stock 

Exchange under the symbols AQN and AQN.DB.B. The APUC website is 

www.AlgonquinPowerandUtilities.com. 

PLEASE DESCRIBE LIBERTY UTILITZES AND YOUR ROLE AS VICE 

PRESIDENT. 

I am currently responsible for Liberty Utilities' water and sewer operations in 

Texas, Missouri, Illinois, and Arizona. 
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Q. 

A. 

Q. 
A. 

Q- 
A. 

In Arizona, I am responsible for the daily operations and administration of 

all the utilities, including LPSCO, for the financial and operating results for each 

utility, for capital and operating cost budgeting, for rate case planning and 

oversight, and rate setting policies and procedures as they relate to the operations 

under my responsibility. I also oversee customer and development services, human 

resources, engineering and conservation planning. 

DID YOUR EDUCATION OR PRIOR EMPLOYMENT BACKGROUND 

PREPARE YOU FOR YOUR ROLE AS VP OF LIBERTY UTILITIES? 

Yes, significantly. I have a degree in accounting and I worked for Arthur Andersen 

in public accounting for 5 years, after which I was a Director of Financial 

Reporting & Analysis, Controller, and VP Finance for Excel Agent Services, an 

international call center company. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 

Yes, I have testified in Commission proceedings for all of Liberty Utilities’ 

affiliate entities, including several rate cases. 

WHAT IS THE PURPOSE OF THIS DIRECT TESTIMONY? 

To support LPSCO’s application for rate relief. Specifically, I will provide 

background on the Company and its operations. I will also summarize significant 

capital improvements completed by the Company and other operating cost changes 

since the last rate case that are now contributing to the need for this rate case. 

Finally, I will address certain aspects of the relief being requested in this case, 

including approval of certain changes to our tariff of rates and charges for water 

and wastewater service. 
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11. 

Q. 
A. 

OVERVIEW OF LITCHFIELD PARK SERVICE COMPANY 

PLEASE PROVIDE AN OVERVIEW OF LPSCO. 

The Company provides services to approximately 16,802 water and 16,16 1 

wastewater customers.' The Company's service area is located in Maricopa 

County, Arizona, encompassing the City of Litchfield Park, the City of Goodyear 

north of 1-10, two commercial sites in Avondale including Estrella Mountain 

Community College, and certain unincorporated portions of Maricopa County. 

The Company's water and wastewater CC&Ns are primarily geographically the 

same, but we do have a portion of our sewer CCN that is served by another water 

provider, Valley Utilities Water Company, in the northeastern section of our CCN, 

and by EPCOR Aqua Fria district on the far western edge of our CCN. 

The LPSCO service area is within the Phoenix Active Management Area, 

which has been created by the Arizona Groundwater Code. As a result, the 

Company is subject to certain water conservation requirements imposed by the 

Third Management Plan, adopted by the Arizona Department of Water Resources 

in order to reduce groundwater pumping. This area is also located within the 

Maricopa Association of Governments 208 Planning area, which subjects the 

location of wastewater treatment facilities to an additional layer of regulation. 

In addition to our many residential customers, LPSCO serves a considerable 

number of commercial customers, a few light industrial and several irrigation 

customers, including several golf courses. We also provide water and sewer 

service to a large resort-The Wigwam-located in Litchfield Park. The majority 

of residential customers are served through % and 1 inch meters. The average 

These customer counts differ from the ACC annual report due to the counting of customers versus bills 
sent out each month. As an example, an HOA may represent 200 customers in our calculations but only 
one customer in Mr. Bourassa's bill count. 
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P H O E N I X  

Q. 
A. 

Q* 

A. 

water use for residential customers is approximately 8,827 gallons per month, 

which is fairly high compared to other Arizona water utilities. 

PLEASE DESCRIBE THE COMPANY’S WATER RESOURCES. 

The Company’s water supply is comprised entirely of groundwater pumped from 

12 wells. The water from three of these wells is of sufficient quality that it is 

pumped, chlorinated, and transmitted directly to the distribution system. Eight of 

the wells pump to two reservoirs (Town Well (6.1MG) and Airline (4.OMG) with 

an approximate combined capacity of lO.lMG), where the water is blended, 

chlorinated, and treated for arsenic to meet the MCL. The final well, 20B, is 

pumped and treated for arsenic at or near the wellsite, and then transmitted into the 

distribution system. 

CAN YOU PROVIDE SOME ADDITIONAL DETAIL REGARDING THE 

IRRIGATION CUSTOMERS? 

Yes. The Company does supply water to 10 school complexes. The Company also 

supplies water to the cities of Litchfield Park and Goodyear for use in irrigating 

medians and common areas, and provides separate irrigation water to a few 

residential customers who requested a dedicated irrigation line. Other than the 

Wigwam, there are eight golf courses in our service area, three of which may use 

effluent for irrigation, with the remainder using their own well water supply. 

LPSCO does not provide water for landscape irrigation to any golf courses at this 

time. The Company also serves the Wigwam Resort, although the resort has its 

own water rights and water source for its golf courses, and immediately prior to the 

test year eliminated its use of our irrigation water for the Wigwam grounds. 
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Q. 

A. 

Q. 

A. 

PLEASE DESCRIBE THE COMPANY’S PRIMARY WASTE WATER 

TREATMENT FACILITIES. 

The utility has a 4.1 million gallons per day (MGD) wastewater treatment plant, the 

Palm Valley Water Reclamation Facility or PVWRF, using Sequencing Batch 

Reactor (SBR) technology. The PVWRF was upgraded during the test year to 

achieve a capacity rating of 5.1MGD. The facility holds an Aquifer Protection 

Permit (“APP No. 1003 10”) and Arizona Pollutant Discharge Elimination System 

Permit (“AZPDES” Permit No. AZ0025712) from Arizona Department of 

Environmental Quality (“ADEQ”). The plant currently produces A+ effluent and 

unclassified sludge which is hauled to a landfill. Effluent is sold to local golf 

courses, construction companies, and farms, with residual unsold effluent 

discharged to the RID canal and farm fields (when the RID is shut down for two 

weeks each year for maintenance). The Company also has two lift stations and a 

combination of gravity and force collection mains. 

WHAT WERE THE COMPANY’S AVERAGE DAILY AND PEAK FLOWS 

DURING THE TEST YEAR AT THE PVWRF? 

During the test year, PVWRF received and treated wastewater in the following 

amounts: 

0 Approximately 3,344,000 gallons per day on an annual average basis; 

0 A peak monthly flow of approximately 3,540,000 gpd in November 2012; and 

0 A peak day flow of 4,273,000 gpd during October 2012. 

For 20 11, the comparable figures were 3,485,000, 3,932,000, and 4,459,000, 

respectively. Therefore, the plant reached 96% of its rated capacity in 201 1, and 

86% of its rated capacity in 2012. 
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P H O E N l X  
A P K O I E S S I O N A I .  C O R P O R A T I O  

Q. 
A. 

Q* 

A. 

Q. 

A. 

Q. 
A. 

CAN THE PVWRF BE EXPANDED FURTHER? 

Yes, the existing ADEQ permits contemplate a potential expansion to a total of 

8.2 MGD. 

THANK YOU. WHEN DID LPSCO’S CURRENT RATES GO INTO 

EFFECT? 

The Company’s current rates were approved in Decision No. 72026 (December 10, 

2010) and became effective on December 1, 2010. These rates were based on a 

test year ending September 30, 2008. The rates approved in that Decision were 

phased-in over a 12-month period, and the shortfall was accumulated and 

recovered via a surcharge mechanism over an estimated 18-month period of time. 

Because the Company is utilizing a test year ending December 31, 2012 in this 

filing, it will be just over four years between test years. 

HAS THE COMPANY EXPERIENCED GROWTH SINCE THE LAST 

RATE CASE? 

Yes, there has been low to moderate growth of approximately 3% to 3.5% per year 

in the system since the last rate case. The service area was affected, like most of 

Arizona, by the recession after our last test year, although growth appears to have 

picked back up in the past year or so, but not to the levels we saw in 2001 - 2006. 

Since the last test year, we have not added any water capacity, but did expand our 

wastewater treatment capacity at the PVWRF. 

WHY IS LPSCO FILING FOR NEW RATES AT THIS TIME? 

There are several reasons. First, some of our operating expenses have increased, 

including property taxes and depreciation. Second, the Commission has, in the 

past, expressed concern that some of Liberty’s utilities waited too long to file rate 

cases, so we are trying to keep rates current and rate hikes manageable by 

following a fairly regular rate case cycle. Third, during the last rate case, we were 
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Q. 

A. 

Q. 
A. 

granted an 8.01% ROE, which to my knowledge was the lowest such ROE granted 

in the nation during that time period, and since Decision No. 72026 none has been 

lower. In the Company’s research it could not find any other ROES awarded lower 

than 8.01%.2 

WHY IS THE 8.01% ROE GRANTED IN THE LAST CASE A PROBLEM 

FOR THE UTILITY? 

A return on equity issued by the Commission should represent a rate that is 

comparable to other similar investments in similar markets. In this case, it should 

be similar to other ROE’S granted, adjusted for financial risk, to utilities throughout 

the United States. This is because capital markets look to invest in all states, not 

just Arizona. Therefore, utilities in Arizona must be attractive enough as an 

investment opportunity to attract capital. Capital doesn’t just “show up” because 

you want it. Capital has to be “earned” or attracted. An 8.01% ROE was not 

comparable to other similar investments when authorized in December 20 10. 

A low ROE makes it difficult to attract capital and make investments in utility 

infrastructure. One significant aspect of this case for LPSCO will be to get an ROE 

granted that is competitive in the US marketplace. Mr. Bourassa explains the 

Company’s ROE request of 10.00% more thoroughly in his te~t imony.~ 

ANY OTHER REASONS FOR THE RATE CASE? 

Finally, we have seen an overall decline in water usage per residential customer 

since the last rate case. This decline was not anticipated in the rate design during 

the prior case, even though a tiered rate design was implemented to encourage 

water conservation, going from two to three tiers. I believe this tiered design did 

help reduce water usage, but that has had a negative impact on the Company’s 

Indiana PUC Case No. 43 1 14 and 43 1 14-S 1, November 20,2007. 
Direct Testimony of Thomas J. Bourassa - Cost of Capital at 1 - 4. 3 
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Q. 

A. 

Q. 
A. 

Q. 
A. 

revenue and, in turn, earnings. While this usage decline might have been offset by 

growth, that growth is not guaranteed to occur, and if it doesn't, it can put the 

Company in a position where it will be unable to earn its authorized rate of return. 

Mr. Bourassa addresses this usage decline in detail in his direct te~t imony.~ 

CAN YOU POINT TO A REASON OR REASONS FOR THIS REVENUE 

SHORTFALL? 

As I'm sure will be pointed out, a revenue requirement is an estimated target, not a 

guarantee, and revenues and expenses can move up or down after a test year. 

Admittedly, it is hard to express these events in precise numbers. Nevertheless, 

I believe we have experienced some degree of revenue erosion. 

WHAT DO YOU MEAN, MR. SORENSEN? 

In our last decision, the Commission adopted Staffs rate design, a rate design that 

put approximately 69% of our revenue recovery in the commodity charge. 

By relying so heavily on volumetric charges, we were exposed to and did in fact 

suffer significant revenue erosion. This has helped leave the Company in the 

position of under-earning on its invested capital as Mr. Bourassa also addresses 

more completely in his te~t imony.~ 

DID ANYTHING ELSE COME OUT OF THE PRIOR RATE CASE? 

Yes, there were two compliance items that LPSCO was required to complete. 

First, LPSCO was required to file the Company's capitalization policy and update 

the Commission in its next general rate case.6 The Company filed its capitalization 

policy with the Commission on February 7, 2011. Since then, LPSCO and its 

others sister companies have continued to strengthen internal controls and 

Direct Testimony of Thomas J. Bourassa - Rate Base, Income Statement, and Rate Design at 12 - 13. 
Id. 
Decision 72026 at 82: 19-23. 
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P H O E N I X  

Q. 
A. 

processes to assure continued compliance with the policy. Second, LPSCO was 

authorized to incur long-term debt from the Water Infrastructure Financing 

Authority (WIFA) to pursue a solar capital p r ~ j e c t . ~  For business reasons LPSCO 

has not pursued the project at this time and therefore has not incurred the long-term 

debt. 

ANY OTHER REASON THIS RATE CASE IS IMPORTANT? 

LPSCO takes great pride in providing important services to the community with its 

water and wastewater services. We continue to strive to offer customers water 

service that even with the rate increase costs customers less than one penny per 

gallon for water that meets or exceeds all state and federal requirements. While no 

customers are ever excited for rate increases, Liberty Utilities takes seriously the 

feedback it received from customers and Commissioners during the last rate case; 

our stakeholders prefer smaller, more gradual rate increases rather than large, 

infrequent increases. The table below illustrates how drastic the differences are in 

this rate case compared to LPSCO’s prior rate application. 

Wastewater Percentage Increase I 79% I 7% 

Wastewater Flat Customer Impact per month $22 I $3 

~~ 

Id. at 82:24-28. 
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111. 

Q. 

A. 

Q* 

A. 

SUMMARY OF SIGNIFICANT SYSTEM IMPROVEMENTS AND OTHER 
CHANGES SINCE THE LAST TEST YEAR 

CAN YOU DESCRIBE THE “SUBSTANTIAL INVESTMENT” YOU 

TESTIFIED HAS BEEN MADE SINCE THE LAST TEST YEAR? 

Yes. Since the last rate case, LPSCO has replaced the roof on our Town Well 

Reservoir, expanded the PVWRF from 4.1MGD to 5.1MGD, and continued to 

invest significant capital into the ongoing maintenance of the water and wastewater 

systems, including, but not limited to items such as collection and distribution 

mains, meter replacements, additional safety equipment, pump replacements and 

betterments, and SCADA improvements and expansion in coverage. 

A. TOWN WELL RESERVOIR 

YOU MENTIONED THAT THE COMPANY REPLACED THE ROOF ON 

THIS RESERVOIR. CAN YOU PLEASE EXPLAIN THE PROJECT? 

Our Town Well Reservoir has approximately 6.1MG of water storage capacity, and 

was originally constructed in 1966. This represents approximately 60% of the 

water storage for the LPSCO system. In late 2010, we had some preliminary visual 

inspections done on the reservoir due to its age. Until we completed the 4MG 

Airline reservoir in 2008, this was not possible because we couldn’t take the Town 

Well Reservoir out of service and continue to provide water service to our 

customers. 

In early 201 1, we had an outside structural engineer inspect the reservoir 

roof for structural integrity, and that engineer’s report said that the 45-year-old roof 

structure had reached the end of its useful life. It needed to be replaced. 

The challenge in doing this project was that we can only take the reservoir out of 

service during our low water use months of November through February. 

We performed the design and engineering for the project earlier in 2012, and 
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Q. 
A. 

Q. 

A. 

Q. 

A. 

performed the construction during November and December 2012. The reservoir 

was back online providing service to customers on December 28,2012. In addition 

to the roof replacement, we improved the ventilation, repaired the roof support 

structure, repaired cracks in the floor structure, and replaced hand rails. The total 

cost of the project was a little under $lM 

DID THIS PROJECT INCREASE CAPACITY OF THE SYSTEM? 

No, it did not affect the capacity of the system. 

rehabilitation of an asset that had reached the end of its functional life. 

IS THE PROJECT AND THE ASSOCIATED RESERVOIR IN GENERAL 

PROVIDING SERVICE TO EXISTING CUSTOMERS? 

Yes. 

customer base, and is used and useful in the provision of service. 

B. 

It was necessary system 

The rehabilitated Town Well Reservoir is now providing service to our 

PALM VALLEY WATER RECLAMATION FACILITY 

YOU ALSO REFERENCED THAT THE COMPANY EXPANDED THE 

PALM VALLEY WATER RECLAMATION FACILITY (PVWRF). CAN 

YOU PLEASE EXPLAIN THE PROJECT AND THE NEED FOR THIS 

EXPANSION? 

As of the end of our last test year, our plant was permitted at 4.1MGD capacity. 

Since that time, we have operated as high as 3.9MGD during March 2011, 

exceeding 90% of our plant capacity, and during the test year had a peak month 

average flow of 3.54MG during November 2012, representing 86% of our rated 

plant capacity. As such, we needed to expand capacity. We engaged an engineer 

we’d worked closely with in the past and one who has a history of “value 

engineering.” We worked with the County to arrive at a design that would allow us 

to expand by 1MGD to 5.1MGD by adding a disk filter, additional UV units, five 

blowers, a Salnes Unit, replacing the aeration system, and installing floating 
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Q. 
A. 

Q. 
A. 

Q. 

A. 

decanters in the SBRs, among other system enhancements. The total cost for the 

project was approximately $5.5M, including permitting, design, construction, and 

capitalized internal labor and overhead. 

HOW WAS THIS EXPANSION FUNDED? 

The vast majority of the funding for this plant expansion was provided by 

developers, more specifically by Westcor, which is constructing a regional mall, 

with expected completion in 2016. In a complaint brought by the developer against 

LPSCO, the matter was settled before the Commission and Westcor paid LPSCO 

approximately $4.9M for wastewater treatment capacity for its mall and related 

projects. These funds are included as MAC in our application, 

WHEN WAS THE PLANT COMPLETED? 

The plant was substantially complete at the end of December 2012. There were 

some outstanding punch list items to be completed, and the County will require 

some post implementation operational data and testing prior to issuing the final 

AOC. We expect these punch list items will be completed in the second quarter of 

2013. 

IN YOUR OPINION, IS THIS PLANT PROPERLY INCLUDED IN THE 

COMPANY’S RATE BASE IN THIS CASE? 

Yes, given the historical flows of wastewater through the plant and the general 

planning guidelines of ADEQ, which I understand to be desigdplanning no later 

than reaching 80% capacity and construction commencing no later than 90% 

capacity, combined with a reasonable planning horizon of five years for a 

wastewater treatment plant, this plant is reasonably considered used and useful in 

the provision of service to customers and should be included in rate base in this 

case. 
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Q. 

A. 

C. PVWRF EQUALIZATION BASIN - POST TEST YEAR 

ARE THERE ANY OTHER SIGNIFICANT PROJECTS YOU WOULD 

LIKE TO DISCUSS? 

Yes, during the expansion project, we had to drain each of the SBRs to install the 

floating decanters and aeration systems. This provided us with an opportunity to 

do a thorough inspection of the SBR tanks for the first time since initial 

construction in 2002. During one of his inspections, our third party structural 

engineer noticed some signs of erosion in a connecting “tunnel” between the SBR 

tank and the equalization basin (EQ Tank). He crawled through that tunnel to 

further inspect it, and when he reached the opening into the EQ Tank, he noticed 

that there were visible signs of the concrete ceiling having eroded away, exposing 

the structural beams to the naked eye. The engineer was able to enter from another 

location after we lowered the levels of the EQ Tank, and observe more 

deterioration on the ceiling. However, until all punch list items are competed, the 

EQ Tank cannot be completely drained and bypassed, allowing the proper, 

thorough inspection of the EQ Tank that is needed to determine the full extent of 

the issue. This will be done in March 2013. Once that is done, we will quickly 

develop the action plan to rehabilitate the ceiling and any structural components 

that need replacing, and execute that project. We anticipate completing this in the 

third or fourth quarter of 2013, and are requesting in this application that this 

project be included as post test year plant. We have used a placeholder cost of 

$1M for the project in our application in NARUC Account 380 with an associated 

retirement estimate of $300,000, but until the full extent of the issue is known, a 

better estimate can’t be provided. We will update the parties as the case 

progresses. 
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D. OPERATING EXPENSES 

HAVE THERE BEEN ANY SIGNIFICANT CHANGES IN OPERATING 

EXPENSES SINCE THE LAST TEST YEAR? 

First, property taxes have risen significantly compared with those costs authorized 

in our last case. Our last case had about $460k included in operating expenses for 

property taxes, but we incurred $1.2M during the year ended December 31, 2012, 

an increase of almost $750,000. The property taxes are discussed further in Mr. 

Krygier’s testimony as he proposes an accounting deferral mechanism related to 

property tax expense going-forward.* Second, as discussed earlier in my 

testimony, LPSCO made significant capital investments and those investments 

generated during greater depreciation expense than incurred during the Test Year. 

WHAT STEPS HAVE BEEN TAKEN TO REDUCE OPERATING COSTS? 

At Liberty Utilities, we are always conscious of the cost of service we provide to 

our customers, and we remain constantly aware that our customers will eventually 

pay for every dollar we incur in operating costs and capital expenditures. As such, 

we constantly evaluate our operations to see if there are better and/or less 

expensive ways to do things, without sacrificing quality of service to our 

customers. Since the last test year, LPSCO made several significant cost savings 

changes to operations, and I’d like to highlight a couple of those. 

First, beginning in mid-2009, LPSCO began injecting low levels of C02 

into the water during the arsenic removal process and installed an in-line PH 

analyzer, thus allowing us to monitor and adjust the PH levels and thus making our 

arsenic media more effective. In 2011 we also upsized the bowls on some of our 

airline wells, increasing pumping capacity at our associated wells. This allowed us 

more flexibility in utilizing lower cost wells first in delivering water during non- 

Direct Testimony of Christopher D. Krygier (“Krygier Dt.”) at 16 - 19. 8 
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peak periods. These practices allowed the media in the Town Well arsenic 

treatment facility to be used for a much longer life and reduced the chemical costs 

for the water utility significantly. 

Second, when we replaced the aforementioned pumps, we participated in an 

A P S  rebate program that partially paid for these pumps since they were much more 

efficient than their predecessors. The more efficient pumps reduced our power 

consumption, which resulted in reduced power costs for the utility when compared 

with our 2008 authorized costs. 

Additionally, we have executed on several other cost savings initiatives, a 

few of which are briefly mentioned below: 

0 Expansion of SCADA system, reducing staff hours and overtime; 

0 Participated in A P S  Peak Solutions program, receiving a $14k check in 

2012 for our ability to reduce power load during certain high-demand 

times at APS’s request; and 

Expanded the operators’ roles to include more repair work that previously 

had been done by outside contractors. 

Finally, as I will more fully describe below, we changed our service 

disconnect program for non-payments. This allowed us to keep bad debt expense 

as a percent of test year revenues at or below 2008 figures even in a challenging 

economy, while simultaneously enhancing customer satisfaction, all due to the 

reduced number of actual disconnects. 

COMPLIANCE, CONSERVATION, CUSTOMER SERVICE AND 
CUSTOMER SATISFACTION 

WHAT IS LPSCO’S COMPLIANCE STATUS? 

To the best of my knowledge, we are in compliance with all ADEQ, ADWR, 

ADOR, and ACC rules and regulations regarding the provision of water and 
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wastewater services in the State of Arizona. We take compliance with regulations 

very seriously and, if ever there is an issue, we will take immediate steps to correct 

the problem. Liberty Utilities has a strong compliance program led by our 

Operations staff and reviewed by our Environmental Health and Safety staff. 

We take our stated Company values of “Care, Quality, Responsibility, Service, 

Community and Family” very seriously, and regulatory compliance is a key aspect 

of adherence to those values. 

WHAT IS THE LOST AND UNACCOUNTED FOR WATER RATE IN THE 

LPSCO SYSTEM? 

For the test year, the water loss rate was 9.2%, which is below the 10% guidance I 

am familiar with from both ADWR and ACC Staff. While we don’t appear to have 

a water loss “problem,” we have a diverse water distribution infrastructure in that 

many of the mains in the old sections of Litchfield Park are extremely old by 

Arizona standards, some dating back to the 1920s and 1930s. There are sections of 

water distribution mains, and sewer collection mains that would benefit from a 

more structured replacement program as Mr. Krygier will address in his testimony 

on DSIC/CSIC.9 

WHAT STEPS HAS THE COMPANY TAKEN TO ADDRESS WATER 

CONSERVATION SINCE THE LAST RATE CASE? 

The Company voluntarily committed to 10 ADWR BMP’s before the last rate case 

as well as confirmed that commitment as part of our last rate case. We have 

complied with both ADWR and ACC requirements regarding those BMPs. 

Some examples of conservation efforts include the prominent display of 

conservation brochures and flyers in our customer accessible office, and quarterly 

Krygier Dt. at 6 - 15. 9 
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conservation based newsletters that are sent to all customers as a bill insert. 

Customers who receive e-bills are provided a link which directs them to our 

website in order to view the quarterly conservation newsletter on-line. We also 

pride ourselves in getting out into the community and meeting with our customers 

to encourage conservation. Additionally, we offer and promote free landscape 

audits to our customers where we inspect their timers, landscaping, drop systems, 

etc. and counsel them on ways to conserve water. 

SO THE COMPANY ENGAGES IN COMMUNITY OUTREACH 

PROGRAMS? 

Yes, as part of our Company Core Values, we encourage employees to be part of 

the community in which we serve, and embrace community programs and events 

that are of interest to them. For example, each year Liberty Water (now Liberty 

Utilities) sponsors and staffs a water booth at the Litchfield ParkKiwanis Run, a 

1 mile, 5k and 10k race event held each March, where we hand out water to race 

participants. We also participate in the annual Litchfield Park Splash Bash, the 

Fall Carnival, and Christmas in the Park celebrations. At the Christmas in the Park 

celebration, we bring in snow for the local children to play in. At many of the 

events, we present people with conservation information, and tie it back to the 

theme by stating that we should conserve water to ensure we always have it in an 

emergency situation. We do these things not because we have to, but because we 

believe it provides better overall customer service and satisfaction, and increases 

the opportunities to gather feedback from our customers about our service and their 

perceptions. During 2012, in addition to the aforementioned annual events, we 

held a water conservation workshop, an irrigation workshop, an open house at our 

wastewater treatment plant, presented to children during their summer break library 

program, and had a booth at the 25 year anniversary for Litchfield Park. 
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Finally, community outreach and engaging with our customers is so important we 

track this as a metric and measure our success against various goals. 

HOW DOES THE COMPANY MEASURE CUSTOMER SATISFACTION? 

We speak with our customers when they call or come into our office, or when our 

operators have the opportunity to chat with customers while in the field performing 

their duties, and, as highlighted above, through our involvement in community 

events. This is our “informal” way of soliciting feedback. We also take a more 

formalized approach of having a third party (Luth Research of San Diego, CA) 

conduct an annual customer satisfaction survey each August. This survey 

randomly selects about 1,000 customers from across our various Liberty utilities, 

and asks them approximately 22 questions in a 10 to 20 minute phone survey. 

These results are then analyzed by management, and are turned into an action plan 

to try to improve areas of need identified by the survey. 

This survey was first conducted in August 2009, and each year since. I have 

attached the section of the 2012 survey related to LPSCO as Exhibit GS-DT1. 

For 2012 the overall satisfaction score was down. We believe that this was very 

much attributable to the rate increases, including phasing-in of rates and the 

subsequent/ongoing surcharge our customers experienced in 20 1 1 through mid- 

2013. 

Additionally, we have met each of the past three years with Commission 

Staff - Consumer Services group, not only to review the survey results, but also 

share other things we might be doing to provide excellent customer service. 

During these meetings, we also seek input from Staff as to how they believe we can 

better improve our service. 
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CAN YOU PROVIDE AN EXAMPLE OF SOMETHING YOU SHARED 

WITH STAFF DURING THESE MEETINGS? 

Certainly. During our 2010 meeting, we mentioned to Staff that we were piloting a 

program at LPSCO to improve our disconnect process for non-payment of utility 

service. We explained to Staff that, if successful, this pilot would be rolled-out to 

our other utilities. Our view was that the worst experience of providing utility 

service, and being a customer of utility service, was the process of disconnecting 

utility service for non-payment. This takes a toll on both our employees in the field 

and the customer service offices, and has a significant impact on the customer 

whose service is being terminated. So, we decided there must be a better way and 

set out to improve the process and minimize the number of shutoffs that have to 

occur. 

Our course of action was a simple one. We decided that, approximately 

five days after sending the required disconnect communication to our customers, 

we would personally call those customers who had not yet responded, as a 

courtesy, to explain the situation and their options. Also, for those customers we 

were unable to reach by telephone and resolve the non-payment matter, 

approximately two days before disconnect we placed door tags at their home as 

another way of reminding them payment was due and requesting that they contact 

our customer service representatives prior to the scheduled disconnect date. 

WAS THIS SUCCESSFUL? 

Much more than we ever hoped. Before implementing the test process at LPSCO, 

we had some concerns about how customers would view our attempts and 

ultimately whether such simple gestures would really have a significant impact. 

We weren’t sure if they’d view our reminder calls to them as “harassing” collection 

calls, or as they were intended - a courtesy call to avoid the disconnect from 
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occurring. Because of concerns such as this, our CSRs were instructed to be very 

courteous and accommodating in speaking with customers. I believe that because 

we took this type of approach, the pilot at LPSCO, and ultimately the rollout at our 

other utilities, was very successful. 

Prior to this program commencing in March 20 10, the 2009 average percent 

of disconnect notices that resulted in an actual service disconnection was 11%. 

After making a few fairly simple, courteous changes to our process, that figure has 

dropped to right around 2% during the 2012 test year. 

_l^l 

I 
1 

i \ 

I 1 2 %  ~ - 12% - -- 

LPSCO Disconnect Year y Averages 
__- -_- 

Q. WHAT IS YOUR ASSESSMENT OF THESE RESULTS? 

A. I find those to be amazing results, and I believe our customers appreciate the 

courteous, cooperative approach. Nobody wants their water shut off, so we work 

with customers to minimize the chances of that happening to them. I know that 

informally our CSRs have received many "thank you" comments and calls for the 

approach we have taken, and that helps LPSCO to avoid unnecessary negative 

interactions with our customers. 

Finally, if a customer expresses that they are having difficulty in making 

payments, our CSRs are empowered to establish a work-out plan to catch them up, 
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and the customer is also made aware of our Low Income Tariff whereby they can 

receive reduced rates if eligible for the program. The great news is that not only do 

we provide our customers with improved and kinder service, but in the long run, 

this approach will reduce bad debt expense in our operating costs, and reduce the 

overtime our Operators incur as a result of disconnecting and then reconnecting 

services for non-payment issues. 

HOW MANY COMPLAINTS HAS THE COMMISSION RECEIVED FROM 

LPSCO CUSTOMERS SINCE THE LAST TEST YEAR? 

We checked with Commission Staff, and during 2009 and 2010, when our last rate 

case was being prosecuted, we had seven and two complaints, respectively. 

During 201 1 and 2012, we had four and zero complaints, respectively. I believe 

our Customer Service personnel, as well as the Company as a whole, do a great job 

of working with our customers, and we strive to maintain a positive working 

relationship with the Consumer Services department of Commission Staff as well, 

and appreciate their support in ensuring that our customers are provided excellent 

service. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Q- 

A. 

Q- 
A. 

Q. 
A. 

INTROD CTION . iD PURPOSE OF TESTIMO Iy 
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Christopher D. Krygier, and my business address is 12725 W. Indian 

School Road, Suite D101, Avondale, AZ 85392. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

On behalf of applicant Litchfield Park Service Company, which is generally known 

as “LPSCO. 

BY WHOM A R E  YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed by Liberty Utilities, which is the parent company for LPSCO, as the 

Utility Rates and Regulatory Manager. To keep things simple, I will refer to the 

two entities as Liberty and LPSCO in my testimony. 

WHAT ARE YOUR PRINCIPAL RESPONSIBILITIES AS THE UTILITY 

RATES AND REGULATORY MANAGER? 

I am responsible for the water and wastewater rate cases and public utility 

regulation for Liberty’s utility holdings in Arizona, Texas, Arkansas and Missouri. 

PLEASE DESCRIBE YOUR PROFESSIONAL BACKGROUND. 

Before working for Liberty, I was employed by American Water Works, Inc. for 

approximately six years in a variety of capacities. Generally though, while at 

American Water, I worked in Financial Planning and Analysis, Rates, Regulatory 

Compliance and Capital Programs. 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 

In 2006, I completed my Bachelor of Science in Economics from the W.P. Carey 

School of Business at Arizona State University. In 2010, I completed my Master 

of Business Administration with an emphasis in Finance also from ASU. 

I also possess several utility related certifications. First, I am a Certified 

Rate of Return Analyst as designated by the Society of Utility and Regulatory 
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Q- 

A. 

Financial Analysts. Second, I am a Level 1 Water Treatment Operator as 

designated by the Arizona Department of Environmental Quality. Third, I am 

designated a Level 1 Water Distribution Operator by the Arizona Department of 

Environmental Quality. I also attended the NARUC Water Utility Rate School in 

2008 and Center for Public Utilities Rate School in 2012. 

Lastly, I am a Certified Management Accountant as designated by the 

Institute of Management Accountants (“IMA”). The IMA’s mission is to provide a 

forum for research, practice development, education, knowledge sharing, and the 

advocacy of the highest ethical and best business practices in management 

accounting and finance. 

HAVE YOU TESTIFIED BEFORE THIS OR ANY OTHER PUC? 

Yes, my written testimony has been filed in Rio Rico Utilities Inc.’s rate case, 

Docket No. WS-02676A-12-0196, which is now pending before the Arizona 

Corporation Commission (“ACC” or “Commission”). I also provided written 

testimony in Docket No. 201 0-03 13 before the Hawaii Public Utilities Commission 

on behalf of my previous employer. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 

PROCEEDING? 

The primary purpose of my testimony is to introduce and discuss four separate 

proposals that Liberty requests approval of in this LPSCO rate case: 

o A Distribution System Improvement Charge (“DSIC”) and a Collection 
System Improvement Charge (“CSIC”); 

o a Purchased Power Adjustor Mechanism (“PPAM”); 

o a Property Tax Accounting Deferral; and 

o a Balanced Rate Design. 
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Q- 
A. 

Q. 

A. 

Q. 
A. 

DO THESE PROPOSALS SHARE A COMMON THEME OR GOAL? 

Yes, absolutely - rate gradualism. 

WHAT DO YOU MEAN BY “RATE GRADUALISM”, MR. KRYGIER? 

Rate gradualism is a goal of ratemaking. Rate gradualism focuses on the 

importance of price stability and minimization of unanticipated, dramatic changes 

in rates, the latter generally known as “rate shock”. Rate gradualism is premised 

on the notion that customers will benefit from small incremental increases in utility 

rates by avoiding and minimizing the impacts and economic consequences of 

periodic but unpredictable large increases in those rates. I will discuss this in more 

detail in the next section of my testimony before I discuss each of the specific 

proposals. 

HOW DO THE FOUR PROPOSALS YOU ARE MAKING IN THIS CASE 

HELP PROMOTE RATE GRADUALISM? 

Approval of the requested ratemaking treatment will result in reasonable rates and 

a fair opportunity for LPSCO to achieve its authorized rate of return during the 

period the rates approved in this case will be in effect. Given a fair opportunity to 

earn our authorized return, customers benefit because we remain financially 

healthy and incented to invest, yet we should not have to rush in seeking large 

increases in LPSCO’s costs for utility service. I will discuss these benefits in more 

detail in my discussion of each of the four proposals. 

WILL YOU BE ADDRESSING ANY OTHER AREAS? 

Yes, I will also support LPSCO’s request to make minor language modifications to 

its current water and wastewater tariffs. 
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11. 

Q- 
A. 

Q. 

A. 

RATE GRADUALISM 

WHERE DID THE IDEA OF RATE GRADUALISM ORIGINATE? 

It seems to me to be the logical extension of the teachings of James C. Bonbright. 

Professor Bonbright wrote in “Principles of Public Utility Rates”: 

By and large, the task of ratemaking or rate regulation is that 
of adapting utility rates to a larger economic environment, 
including a universe of non-utility prices and wages. 

In their everyday lives, customers do not generally see large increases in their 

income (whether from work or from retirement plans, Social Security, etc.) Rather, 

they see small, incremental changes in their income. The kind of rate gradualism 

underlying Professor Bonbright’s teachings matches utility rate changes to that 

larger economic reality. In other words, rate gradualism helps customers by 

allowing them to match gradual increases in water or sewer rates to expected 

gradual increases in prices and wages. That customers would prefer rate 

gradualism is not surprising. 

DO YOU HAVE ANY EVIDENCE TO SHOW THE PREFERENCE OF 

CUSTOMERS? 

A 2012 poll showed that over 89 percent of respondents indicated they prefer 

smaller, more frequent rate increases instead of larger, less frequent increases.2 

As a simple example, rate gradualism would advocate for annual increases of two 

percent per year, versus a single rate increase at the end of the second year of six 

percent. The Commission can also take notice of the fact that it has heard the same 

thing at countless public meetings where customers state that they are better able to 

Principles of Public Utility Rates, James C. Bonbright, Columbia University Press (1961), Part One: 
“Basic Standards of Reasonable Rates,” Chapter 11: “The Public Interest as the Assumed Goal of Rate 
Making,” Section: “Public-Interest or Social-Welfare Criteria of Reasonable Rates,’’ Paragraph 6, Page 29 
ofthe 1961 edition. 
* “Poll Results: 9 out of 10 Arizonans Support Shift in Utility Rate Hike Approach”, October 3, 2012, 
copy attached hereto as Exhibit CDK-DT1. 
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adjust to smaller changes in their household budget. Ensuring that utility bills 

gradually change over time provides customers with the ability to adjust to the 

bills. This was certainly the message that the Commission sent Liberty in the last 

LPSCO rate case. 

WHAT HAPPENED IN THE LAST RATE CASE? 

The Commission was very critical of LPSCO for having put too much plant in 

while staying out too long between rate cases, creating the need for a large 

increase. In fact, the Commission penalized LPSCO for it by reducing its return on 

equity at LPSCO’s prior rate case: “[olur determination of LPSCO’s authorized 

return on equity in this case reflects our concern with the overall magnitude of the 

requested increase, which is primarily due to the Company’s unilateral decision to 

delay filing a rate application for approximately eight years.. .9’3 

IS THAT WHY LIBERTY IS NOW ESPOUSING “RATE GRADUALISM”? 

Not entirely. After Liberty’s prior LPSCO rate case, Liberty received significant 

feedback from customers regarding the rate case process. The overwhelming 

feedback from customers was that they prefer small, more frequent rate increases 

rather than large, unpredictable rate increases. This, coupled with the reduced 

ROE, was certainly a clear reminder that rate gradualism is one of the many factors 

that should be considered when setting rates for a water or wastewater utility. 

Under these circumstances and for the reasons stated in my testimony, Liberty 

supports rate gradualism and the regulatory tools that promote such policy 

objectives. Liberty views the DSIC mechanism and other proposals set forth in my 

testimony as critical steps in achieving gradual changes in the Arizona regulated 

Q. 

A. 

Q. 

A. 

DecisionNo. 72026 (December 10,2010) at 61:lO-12. 
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Q- 

A. 

Q- 

A. 

111. 

Q. 
A. 

watedwastewater utility sector that would provide 

customers, and the Commission. 

mutual benefit to utilities, 

ANY OTHER REASONS LPSCO IS CONCERNED ABOUT RATE 

GRADUALISM? 

Yes. Customer care is a critical component of LPSCO and its parent company’s 

business philosophy. Customers are the central focus of all business operations. 

Customer care is so important that several of our performance metrics for business 

success are defined by how Liberty works with customers, such as how quickly our 

customer service representatives answer phone calls and how many community 

events we are hosting. Good customer care should try to foresee and eliminate the 

potential for future rate shock on customers. However, that said, we can only do so 

much without the regulators. We can only present proposals that foster rate 

gradualism. It is up to the Commission to approve them. 

BESIDES RATE GRADUALISM, WHAT OTHER BENEFITS DO 

CUSTOMERS DERIVE FROM LPSCO’S POLICY PROPOSALS? 

LPSCO’s customers experience other benefits from the Company’s policy 

proposals. As an example, continuing to replace infrastructure to ensure system 

reliability is a customer benefit. Additionally, ensuring that water continues to 

meet or exceed all state and federal mandates is important as customers want to 

feel confident that water and wastewater services are safe. 

LIBERTY’S POLICY PROPOSALS 

A. 

IS LPSCO SEEKING APPROVAL OF A DSIC AND A CSIC? 

Yes. The Distribution System Improvement Charge or DSIC is a surcharge 

mechanism that promotes rate gradualism by encouraging utilities to replace water 

infrastructure. DSICs and Collection System Improvement Charge, or CSIC, the 

Proposal Number 1 - DSIC AND CSIC 
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Q* 

A. 

Q- 

A. 

wastewater version, originated in Pennsylvania where aged infrastructure led to 

increasing operational challenges that impacted system reliability. In turn, the 

large capital investments needed to repair and replace this aging infrastructure 

drove more frequent rate cases with larger rate increase requests. 

EXCUSE ME MR. KRYGIER, BUT BEFORE WE GO ANY FURTHER, 

CAN YOU PROVIDE A LAYMAN’S DESCRIPTION OF ONE OF THESE 

SYSTEM IMPROVEMENT CHARGES? 

Certainly. In simple terms, under this surcharge mechanism, a return on 

investment in new plant that occurs between rates cases will be provided through a 

separate charge on the customer’s bill. Now, before that return will be realized, 

there will be a review process by parties to the case to make sure that the new plant 

is complete and in service and to verify the cost of the plant. Additionally, only 

certain types of plant (identified by specific NARUC account) qualify for recovery. 

Finally, the additional revenue the Company can realize through this charge is 

capped. 

THANK YOU. SO A DSIC IS HOW THE PENNSYLVANIA COMMISSION 

RESPONDED TO THE PROBLEM OF MORE FREQUENT RATE CASES 

SEEKING LARGE INCREASES? 

Yes, by approving a DSIC mechanism that balanced the needs and interests of 

customers and utility companie~.~ In referring to a DSIC surcharge mechanism, the 

Chairman of Pennsylvania’s PUC testified that “[tlhese surcharges ensure the least 
possible rate impact on customers by spreading out over time the cost of replacing 

and enhancing Pennsylvania’s utility infra~tructure.”~ 

My discussion of the DSIC applies equally to the CSIC so I will not refer to both unless necessary. 
Pennsylvania Public Utility Chairman Robert F. Powelson testifying before the Pennsylvania House of 5 

Representatives Consumer Affairs Committee. 28 April 201 1. (emphasis added). 
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The DSIC was designed to allow utility customers to have not only the 

benefits of rate gradualism, but also improved system reliability, which means 

fewer failures and outages and a decreased risk of water quality issues, while at the 

same time providing the utilities sufficient rate recovery to make the investments 

required to ensure the continuous provision of safe, reliable, and adequate water 

and sewer service. 

WAS THE DSIC A SUCCESS? 

Yes, it was an overwhelming success. As indicated in the graph below, after the 

DSIC was implemented, rate increase frequency for Pennsylvania's largest water 

lltilities dropped dramatically. 

.7'. 
. .  

r: 
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Q. 

A. 

Q* 

A. 

Q* 
A. 

WHY IS LIBERTY SEEKING A DSIC FOR LPSCO IN THIS RATE 

APPLICATION? 

For two reasons. The first reason is rate gradualism, which I have discussed in 

detail above. The DSIC mechanism is a tool that perfectly matches the philosophy 

that small incremental rate increases are better than irregular large increases. 

Second, as outlined in a report by Keogh Engineering Inc. (“Keogh 

Report”), attached as Exhibit CDK-DT2, LPSCO will require substantial capital 

improvements in the near hture, primarily concentrated around pipe replacements. 

The Keogh Report outlines over $25M of improvements needed to ensure 

continued system reliability. In turn, these capital improvements will necessitate 

future rate increase requests. But the DSIC is something we can do now to lessen 

the amount of future rate increase requests. 

M R .  KRYGIER, HOW DO YOU RESPOND TO THOSE THAT SAY THIS 

IS ALL “NON-TRADITIONAL” RATEMAKING? 

The Commission has approved similar adjustment mechanisms for gas and electric 

companies. I do not see how something could be traditional for a public service 

corporation providing electricity but not for one providing water. It is also clear 

that customers desire utility rates to increase in reasonable levels from year to year. 

There is nothing more traditional than trying to give ratepayers what they want. 

BUT DOESN’T THE COMMISSION NEED MORE ANALYSIS FIRST? 

No more so than will be done in this case. The Commission has been considering a 

DSIC-type mechanism since the water workshops in the late 1990’s. Staff issued a 

report examining the issue over thirteen years ago and further Commission study 

occurred during the 201 1 water workshop process. All of the stakeholders - 

industry, Utilities Division Staff, and RUCO participated and evaluated the merits 

of DSICs (among other things). Additionally, the Commission just sent Arizona 
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Company 

APS 

APS 

2 

Mechanism Date Adopted Description 

Power Supply Adjustor April 2005 

Renewable Energy May 2008 

Recovers cost difference between actual power costs 
Includes forward-looking and historical information 
Recovers costs related t o  renewable initiatives 

3 

April 2005 

July 2007 

February 2008 

April 2005 

2008 

4 

Recovers costs related t o  energy efficiency and DSM programs 

Recovers retroactively costs related t o  environmental 
upgrades not fully recovered through base rates 

Mechanism collects dollars spent for new distribution 

Recovers FERC-approved transmission costs related t o  retail 

Recovers transition costs based on historical costs per FERC 

construction at beginning of project 

customers 

5 

APS 

APS 

APS 

APS 

6 

Adjustment Clause 
Environmental 
Improvement 
Surcharge 
Retail Line Extension 
Fees 
Transmission Cost 
Adjustor 
FERC Formula Rates 
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Q- 

A. 

Water Company’s (“AWC”) request for a DSIC back for further analysis in a 

second phase of the proceeding. That case is on a fast track, scheduled to be 

decided in June 2013, just a few months after we file this case! The time for 

LPSCO to implement this proven, customer-friendly rate gradualism mechanism is 

now - before the next construction cycle, before the next EPA-driven water quality 

standards, and before the next rate case cycle. 

YOU TESTIFIED THAT OTHER ARIZONA UTILITIES UTILIZE 

SIMILAR MECHANISMS TO PROMOTE RATE GRADUALISM. CAN 

YOU PROVIDE EXAMPLES? 

The best example is APS, which has at least seven separate DSIC-like surcharge 

mechanisms. The APS surcharge mechanisms are listed in Table 1. 

Table 1 

Surcharge 
Demand-Side 
Management 

Similar approaches are in place for, at least, Unisource Energy, Tucson Electric Power, 

Unisource Gas, and Southwest Gas, among others. 

‘See Docket No. W-O1445A-11-0310. 
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Q- 

A. 

Q. 

A. 

Q. 

A. 

Q. 
A. 

Some of these have been in place since 2005. Four of the mechanisms are 

tied directly to infrastructure-driven costs (renewables, energy efficiencyDSM, 

environmental improvements, and retail line extensions). As detailed in the report 

written by Arizonans for Responsible Water Policy, these seven adjustors cover 

seven percent of total APS r e v e n ~ e . ~  

HAVE THESE ADJUSTERS HAD AN IMPACT ON THE MAGNITUDE OF 

RATE INCREASES FOR APS? 

It would appear so. APS’s last rate case was filed in 2011 and requested an 

increase of only 3.3 percent. Water and sewer companies almost never seek such 

small increases, but then, water and sewer providers have not had similar adjuster 

mechanisms. Given that the benefits of rate gradualism can flow equally to water 

companies and our customers, it is hard to see why our industry should not also 

have these mechanisms in place. 

HAS THE COMMISSION APPROVED SEPARATE SURCHARGE 

MECHANISMS FOR WATEWSEWER UTILITIES? 

Yes, on a number of occasions. Two notable and recent examples include the 

Arsenic Cost Recovery Mechanism (“ACRM”) Surcharge and the Central Arizona 

Project (“CAP”) Surcharge. 

HAVE THE ACRM OR CAP SURCHARGES EVER BEEN A 

SIGNIFICANT POINT OF CONTENTION FOR CUSTOMERS? 

Not to my knowledge. 

HOW WILL CUSTOMERS BENEFIT FROM A DSIC MECHANISM? 

The DSIC promotes rate gradualism and helps minimize customer rate shock. 

DSICs provide a means for the Commission to move Arizona utility rates in line 

’ Exhibit CDK-DT4. 
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Q* 

A. 

with the larger economic reality. Although most customers are unfamiliar with the 

intricacies of utility ratemaking, they know that gradualism better matches their 

reality. 

Customers also benefit from the reduced chance of system outages caused 

by aging mains and pipes. A presentation outlining these risks was presented by 

Graham Symmonds of Global Water and is attached to my testimony as Exhibit 

CDK-DT3.* In sum, a DSIC maintains system reliability by replacing the oldest 

infrastructure in the waterhewer system sooner. Replacing aged infrastructure 

means customers will experience continued safe, reliable service. 

Finally, healthy utilities with stable rates will better attract capital and be in 

a better position to provide adequate and reliable service at a reasonable cost. 

CAN YOU PROVIDE AN EXAMPLE OF HOW DSIC WILL FACILITATE 

RATE GRADUALISM? 
Yes. Displayed below is a generic sample graph contemplating how a mechanism 

like the requested DSIC can facilitate gradual rate increases over a steady period of 

time. 

Sample Rate Increase Compariton 

t 5% 
L 

1 Dyc 

m No DSlC 

* DSICs, Water Loss and Human Health, Graham Symmonds, January 20 1 1. 
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Q* 

A. 

The short columns represent a hypothetical rate increase with a DSIC mechanism 

in place. As I’ve discussed, the DSIC surcharge lends itself to small annual 

increases. The tall column indicates the current world of water utilities, coming in 

less frequently for larger rate hikes. 

HOW WOULD THE PUBLIC INTEREST BE SERVED BY A DSIC 

MECHANISM? 

First, preservation of scarce resources. The Commission spends a great amount of 

time and resources processing and adjudicating water and wastewater rate cases. 

By reducing the magnitude of rate increases, the complex and contested nature of 

so many rate cases should decrease, making it easier to set new rates in a 

predictable manner. 

Second, as I have discussed at length already, a DSIC helps avoid rate 

shock. As stated in the Arizonans for Responsible Water Policy letter: 

These adjustor mechanisms.. .smooth out rate increases for 
Arizona’s electricity customers and avoid ‘rate shock‘; and 
they allow those utilities to better manage their capital costs 
by engaging in smaller, routine investyents rather than 
packing all such investments into test years. 

In fact, the Commission Staff urged adoption of the APS Rate Case Settlement in 

Docket No. 1 1-0224 using the exact same reasons: 

APS’s customers will have the benefit of rate stability.. .while 
also providing the Company with adequate ryyenue to enable 
it to provide safe and reliable electric service. 

See Arizonans for Responsible Water Policy Reform Letter (filed July 30, 2012 in ACC Generic 
Investigation, Docket No. W-OOOOOC-06-0 149) at 3. 
lo See Staffs Opening Brief (filed February 29,2012 in APS Rate Case, Docket No. E-01345A-11-0224) 
at 12: 14- 16. 
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Meters 

Hydrants 

Q. 

A. 

334 364,365,367 

335 N/A 

YOU MENTIONED THAT THE DSIC IS LIMITED TO CERTAIN NARUC 

ACCOUNTS. WHICH ONES? 

Yes. The first step is to determine which NARUC plant accounts qual@ for 

recovery. LPSCO proposes the following NARUC accounts for the water and 

sewer divisions. 

I I Water I Sewer 

I Mains I 309,331 I 360,361,375 

I Services I 333 I 363,366 

Q* 

A. 

Second, the annual recovery cap on each customer bill has to be set. 

LPSCO proposes an annual cap of 3% of annual revenues. The 3% would be based 

on authorized revenue from the rate filing and essentially place a limit on the 

amount of capital investment that could be recovered through a DSIC filing. 

Third, the actual paperwork forms to implement a filing have to be created. 

I will discuss this shortly. 

Fourth and finally, annual deadlines for filing need to be established. 

LPSCO proposes the anniversary date of the latest general rate case. 

MR.  KRYGIER, YOU HAVE TESTIFIED AT SOME LENGTH 

CONCERNING THE CUSTOMER BENEFITS OF A DSIC MECHANISM, 

AND REGARDING THE PUBLIC INTEREST. HOW DOES THE DSIC 

BENEFIT LPSCO? 

A DSIC mechanism benefits LPSCO in several ways. First, as I have testified at 

length, a DSIC mechanism benefits our customers by smoothing out future rate 
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Q= 

A. 

Q. 

A. 

incre se requests. Customers also benefit from a system that remains reliable at 

reasonable cost. Happy customers are good for business. 

Second, LPSCO can implement a gradual capital expense program for 

needed pipe replacements. Under the normal, build-then-file a rate case approach, 

Liberty, like all utilities, invests capital in large chunks and then waits a very long 

time to begin recovery on and of its investment. 

Third, LPSCO will have a more fair and adequate opportunity to earn its 

authorized rate of return. That’s good for business too because it allows us to pay a 

fair return and continue to attract necessary capital. This is why we see a DSIC as 

a win-win for all stakeholders. 

THANK YOU. YOU MENTIONED PAPERWORK INVOLVED WITH A 

DSIC FILING? 

Yes, in a white paper entitled “Moving Beyond Rate Shock & Regulatory Lag,” 

Arizonans for Responsible Policy included a sample filing which included 

11 schedules that LPSCO would complete in any DSIC filing. Copies of those 

schedules are attached to my testimony as Exhibit CDK-DT4. 

DO YOU HAVE ANYTHING ELSE TO ADD REGARDING LIBERTY’S 

DSIC REQUEST FOR LPSCO? 

In the simplest terms, for less than a cost of a Big Mac at McDonalds, customers 

can be ensured safe, reliable service and the avoidance of rate shock; the 

Commission can reduce the frequency of rate cases, thereby freeing up resources; 

and LPSCO can continue to replace its oldest infrastructure and promote more 

gradual rate increases in future rate applications. 
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A. 

Q. 

A. 

Q. 
A. 

Q- 

A. 

B. 

WHAT IS LPSCO PROPOSING IN REGARDS TO PROPERTY TAX 

REGULATORY ASSET DEFERRALS? 

LPSCO proposes a regulatory asset or liability to recover or refund property tax 

rates that are greater than property tax rates experienced in the test year. 

The creation of a regulatory asset and liability protects customers and the utility by 

ensuring this volatile cost is neither under-recovered nor over-recovered. 

WHY IS LPSCO PROPOSING THE PROPERTY TAX DEFERRAL IN 

THIS CASE? 

As evidenced by comparing the property tax expense in this test year versus the 

prior test year, property taxes increased significantly. This significant increase 

contributed, in part, to LPSCO not recovering its cost of service during the test 

year. 

HOW DOES A PROPERTY TAX DEFERRAL BENEFIT LIBERTY? 

The Company will have a greater chance to recover its cost of service. 

WHAT ARE THE CUSTOMER BENEFITS OF A PROPERTY TAX 

ACCOUNTING DEFERRAL? 

Customers benefit because if the Company experiences a significant increase in 

property taxes as it has over the past few years, the Company can defer coming in 

for a rate increase sooner. Said differently, holding all other variables constant 

(operating expenses, rate base investment, etc.), a customer benefits because the 

Company can refrain from filing another rate case driven by systematic increases in 

property tax expense. 

Proposal Number 2 - Propertv Tax Accountinp Deferral 
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A. 

Q. 

A. 

Q. 

A. 

Q- 

A. 

HAS THE COMMISSION APPROVED ACCOUNTING DEFERRALS FOR 

WATER OR SEWER UTILITIES IN THE PAST? 

Yes, the Commission has authorized numerous such accounting deferrals. 

A current example is LPSCO's accounting deferral for TCE costs. LPSCO defers 

these costs on the balance sheet and then requests recovery in subsequent rate 

cases. Two other examples at many utilities are the deferrals of rate case expense 

and debt financing costs. 

WHY IS A PROPERTY TAX ACCOUNTING DEFERRAL GOOD 

COMMISSION POLICY? 

A property tax deferral is another tool in the toolbox to facilitate a utility having 

the opportunity to recover its cost of service while also protecting customers 

against more frequent rate cases. 

ARE PROPERTY TAXES TYPICALLY REQUIRED TO BE PAID BY 

UTILITIES? 

Yes, any utility that owns property is required to pay property taxes. Property 

taxes are part of the utility ratemaking process in every rate application. 

TO WHAT EXTENT CAN UTILITIES CONTROL PROPERTY TAX 

EXPENSE? 

Almost none. We could appeal any assessment, a costly and risky undertaking, 

but beyond that we have little recourse. In the last A P S  rate case," property taxes 

were viewed as volatile expenses that put the utility at risk of not recovering its 

cost of service. In this rate case, as evidenced on LPSCO's E2 schedules attached 

to Mr. Bourassa's testimony, property tax increased over $740k since the 2008 Test 

Year. 

Docket No. E-O1345A-11-0224. 
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A. 

Q. 

A. 

Q* 
A. 

Q- 
A. 

Q- 

A. 

WHAT DID THE COMMISSION DO TO HELP APS MITIGATE THE 

CHALLENGE OF RISING PROPERTY TAXES? 

The Commission recognized the challenges experienced by APS and granted APS 

a property tax deferral account. 

WILL LPSCO CONSIDER OTHER OPTIONS BESIDES THE TYPE OF 

DEFERRAL GRANTED TO APS? 

Yes, LPSCO would consider another scenario of using a property tax pass through 

to more closely match the expenses to rate recovery but at this time is proposing 

the property tax deferral. 

HOW DOES THE PROPERTY TAX DEFERRAL WORK? 

The property tax deferral has three primary conditions. First, LPSCO shall be 

allowed to defer for future recovery, in accordance with the provisions of 

Accounting Standards Codification 980 (formerly SFAS No. 71), the amounts of 

Arizona property tax expense above or below the test year levels ultimately 

authorized in the instant case. 

ABOVE OR BELOW? 

Yes. There is no reason customers should not experience a decrease if property tax 

rates go down relative to the test year. 

THANK YOU. WHAT IS THE SECOND CONDITION OF THE 

PROPERTY TAX DEFERRAL? 

In the next LPSCO general rate case, LPSCO will propose an amortization period 

to recover or refund the amount of property tax deferral that exists at the time of 

the next general rate case filing. 
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FENNEMORE CRAIG 
A PROFESSIONAL CORPOMUTION 

P H O E N I X  

Q* 

A. 

Q. 

A. 

Q. 
A. 

Q. 
A. 

WHAT IS THE THIRD CONDITION OF THE PROPERTY TAX 

DEFERRAL? 

Staff and parties to future rate proceedings have the right to review the property tax 

deferrals for reasonableness and prudence. 

CAN YOU SUMMARIZE LPSCO’S REQUEST FOR A PROPERTY TAX 

ACCOUNTING DEFERRAL? 

LPSCO proposes an accounting deferral to protect customers and the Company 

from continued increases in property taxes. Suggested ordering language follows: 

It is ordered that LPSCO is authorized to defer as a 
regulatory asset (liability) on its balance sheet, incremental 
property tax expense greater (lesser) than the test year level 
expense authorized for the water and wastewater divisions of 
the utility. LPSCO shall file for recovery of these regulatory 
assets (liabilities) on its balance sheet in the next general rate 
case for each division. 

It is further ordered that LPSCO shall annually docket 
by March 31 an update on the amount of the regulatory asset 
deferral. 

C. Policv ProDosal Number 3 - Purchased Power Pass Through 
Adjustment Mechanism (“PPAM”) 

WHAT IS A PPAM? 

A PPAM is another regulatory tool that furthers rate gradualism. It is designed to 

ensure that utilities have an opportunity to recover the cost of purchased power in 

rates. It is consistent with the desire to promote rate gradualism voiced by this 

Commission. 

HOW DOES A PPAM BENEFIT CUSTOMERS? 

By gradually increasing rates as power costs increase rather than piling up large 

dollar increases and seeking recovery of all costs at once. Purchased power is, 

along with labor, one of LPSCO’s top five largest expense items. However, the 
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F E N N E M O R E  CRAIG 
I PROFESSIONAL CORPOM~ON 

PHOENlX 

Q- 

A. 

cost is large11 outside our control. In fact, to a great degree, the Commission 

decides what we pay for power as it sets the rates for the power providers, except 

SRP. 

HAS A PPAM EVER BEEN USED BEFORE IN THE STATE OF 

ARIZONA? 

Yes, AWC used to have a PPAM for many of its utilities.12 An example of the 

PPAM tariff is attached to my testimony as Exhibit CDK-DT5. Additionally, 

APS, Tucson Electric Power, and Unisource Energy have PPAMs. Each company 

is allowed to flow through increased costs annually. It is interesting to note that 

electric utilities have been granted this mechanism despite the following facts: 

1. 

2. 

3. 

They own generating resources that allow them to mitigate the amount, and 
the time of daylyear m which they purchase power; 

They em loy large, professional trading staffs whose sole purpose is to 

They actively trade in the power markets as both a buyer and a seller. 

Water companies have none of these abilities, resources, staffs, or economic 

incentives and opportunities. We are captive customers whose rates are set by the 

Commission. In fact, the Commission approved APS Settlements in the past two 

rate cases that each included double-digit rate hikes for water pumping tariffs. 

Forthe Commission to allow electric utilities to have PPAMs (with the three 

organizational elements highlighted above) while denying PPAMs for water 

companies is, with all due respect, simply unfair. 

manage ti! ese costs; and 

'* Decision No. 55069 (June 20, 1986). 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

BUT HAVEN’T STAFF AND RUCO SUCCESSFULLY ARGUED THAT 

PURCHASED POWER IS NOT SUFFICIENTLY VOLATILE TO 

WARRANT AN ADJUSTER? 

That’s my understanding. However, and again, respectfully, that argument does 

not make sense given the Commission’s history of adjustor mechanisms for electric 

utilities. If power is volatile enough for the power company to need an adjuster 

that adjusts the rates we pay them in the first place, that same volatility is just being 

passed on to us. We are just asking for the same thing the Commission gives the 

power companies so we can ameliorate the same impacts. 

WELL, WHAT ABOUT THE SINGLE ISSUE RATEMAKING 

ARGUMENT? 

I am not a lawyer but if it is legal for the electric providers I can’t imagine why it 

would not be for water and sewer. Besides, we are approving the PPAM in a rate 

case. 

HOW WOULD THE PPAM WORK? 

Attached to my testimony is Exhibit CDK-DT6. This exhibit contains LPSCO’s 

November 2012 Arizona Public Service Company bills and associated tariffs. We 

propose to provide the Commission with copies of the electric provider tariffs and 

with our monthly bills. This will allow the Commission to verify our power costs 

and develop an annualized power expense. If at any point thereafler the electric 

provider changes our rates, we will provide the Commission with copies of the new 

tariffs, a demonstration of the change in terms of actual dollars and percentage 

change, and with pro-forma and actual bills demonstrating the effect of the new 

tariffed rates. The Commission would then have 30 days to review that filing and 

adjust the power expense to reflect the new rates. Obviously, the power expense 
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PHOKNIX 

Q* 
A. 

Q. 
A. 

Q. 
A. 

Q- 
A. 

could increase or decrease based on the new 

power-shifting measures we have emplaced. 

uiffed rates and any conservation or 

CAN YOU SUMMARIZE LPSCO’S REQUEST REGARDING THE PPAM? 

Yes. LPSCO requests the ability to implement a PPAM tariff to recover the 

increasing costs of purchased power in its utility systems. 

D. 

WHAT IS LPSCO PROPOSING IN REGARDS TO RATE DESIGN? 

LPSCO proposes the Commission adopt a balanced rate design to benefit 

customers and the Company while ultimately achieving rate gradualism. 

Inparticular, LPSCO would like the Commission to adopt a fixed charge of 

approximately 40 percent of the revenue requirement, with the remaining revenue 

being spread in a more balanced manner across the rate tiers instead of being 

concentrated in the highest consumption tiers. Finally, the Commission should set 

a near-term goal through a policy statement of water and sewer utilities fixed 

charge ratio’s reaching the 50 percent threshold of the revenue requirement with a 

reasonable balance between the volumetric tiers. 

WHERE ARE THE SPECIFIC CALCULATIONS YOU PROPOSE? 

The specifics are covered in Mr. Bourassa’s testimony. My discussion focuses on 

the policy reasons why a balanced rate design is critical. 

WHY IS RATE DESIGN SO IMPORTANT? 

Rate design is an often misunderstood aspect of utility ratemaking. Rate design is 

the step after a revenue requirement has been determined. Think of the revenue 

requirement as the total balloon. Rate design is how the air in the balloon is 

allocated between different customer classes to ensure the utility recovers all of the 

revenue it is authorized, Le., rate design. If the balloon doesn’t fill up, the utility 

doesn’t recoup all of the revenue it is authorized creating a revenue shortfall. 

ProDosal Number 4 - Balanced Rate Desim 
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Q. 

A. 

Q* 

A. 

Q. 

A. 

Q. 
A. 

WHAT RISKS OCCUR IF A UTILITY EXPERIENCES A REVENUE 

SHORTFALL? 

If a utility continually under collects the amount of revenue it is authorized, it will 

have to return to the Commission more often for additional rate increases. 

The Commission even recognized this in a recent AWC matter.13 In that case the 

Commission expressed its understanding “that a consistent pattern of declining 

usage, and the diminished revenues that follow, could jeopardize AWC’s ability to 

recover its cost of service, which is contrary to the best interests of AWC, AWC’s 

customers, and the Commi~sion.”’~ 

SO A PROPER RATE DESIGN CAN HELP AVOID A REVENUE 

SHORTFALL? 

Exactly. 

WHAT HAS THE COMMISSION IMPLEMENTED TO AVOID REVENUE 

SHORTFALLS FOR UTILITIES IN ARIZONA? 

A few different tools have been implemented. One tool in use for APS and UNS 

Gas is an LFCR mechanism. Another tool in use at Southwest Gas is revenue 

decoupling. 

DO OTHER TOOLS EXIST? 

Yes, another tool is to approve a balanced rate design. By balanced, I mean a rate 

design structured so the utility will have every reasonable chance to collect the 

revenue requirement approved by the Commission. The characteristics of a 

balanced rate design include setting a minimum fixed charge ratio of 

approximately 50 percent of the total revenue requirement and balancing the 

remaining 50 percent across the consumption tiers. The 50 percent of the revenue 

Decision No. 73736 (February 20,2013). 
Id. at 71:3-5. 

13 
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FENNEMORE CRAIG 
d PROFISSIONAL CORPOlULTlOW 

PHOENIX 

Q- 
A. 

IV. 

Q= 

A. 

Q. 
A. 

Q- 
A. 

in the consumption tiers are also vitally important. If not designed reasonably, the 

revenue balloon won’t fill up and the utility under collects its authorized revenue. 

CAN YOU SUMMARIZE LPSCO’S REQUEST? 

The Commission should adopt a policy of fixed charges recovering 40 percent of 

the revenue requirement with the rest of the tiers being more evenly weighted 

versus being so dependent on the top tier. Finally, the Commission should set a 

near-term goal through a policy statement of water and sewer utilities fixed charge 

ratio’s reaching the 50 percent threshold of the revenue requirement with a 

reasonable balance between the volumetric tiers. To the extent the Commission 

wants to trade away efficiency in pricing in order to achieve social objectives, it 

should do so in a more transparent and straightforward manner - by increasing the 

number of tiers in rate design, and directly changing the low income assistance 

program. 

TARIFF LANGUAGE CLEAN-UP 

WHAT IS LPSCO PROPOSING IN THIS CASE REGARDING ITS 

CURRENT TARIFFS? 

LPSCO proposes a number of small language and cost “clean-ups” in this rate case 

to make LPSCO’s tariff more consistent with other Liberty owned utility 

companies. 

WHAT ARE THE CHANGES LPSCO PROPOSES? 

Exhibit CDK-DT7 is a redlined version of the changes LPSCO proposes. Please 

note, these changes do not reflect the proposed rates. Please see Mr. Bourassa’s 

H-Schedules. Exhibit CDK-DT7 only reflects the specific tariff language changes 

the Company proposes. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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POLL RESULTS: 9 out of 10 Atizonans Support Shift in Utility Rate Hike Approach 
Democrats and Independents More Skeptical about Renewable Energy than Assumed 

October 3,2012 

(PHOENIX, AZ) 
surveyed supported the use of small, annual hikes to utility bills instead of larger, but less frequent, rate hikes. 

In a statewide survey of more than 4,000 Arizonans; nine out of every ten people 

In  the survey, people were asked the following question: ‘‘When utility bills have to be increased, 
would you prefer: a) small annual changes, or b) large changes every few years?’ Nearly 90% preferred small 
annual changes. Arizonans for Responsible Water Policy, an Arizona-based trade group representing the 
companies which provide nearly 900,000 Arizonans water and sewer service, commissioned the poll which 
was conducted last week. 

“A lot has been said about what customers ‘really want’ from the Corporation Commission,” 
explained Paul Walker, Chairman of Responsible Water. ‘‘In the current election, debate after debate centers 
on  the perception that what Arizonans ’want’ from the Commission is more solar and wind subsidies. So we 
evaluated that perspective against our idea; which is that what customers really want is that when rates have to 
go up customers they have smaller, annual utility rate hikes instead of the current system of large rate hikes 
every four or five years. The poll results are clear: Arizonans overwhelrmngly agree with rate gradualism, and 
aren’t as completely pro-solar as many assumed.” 

The poll evaluated support for rate gradualism against the most-talked about policy in the race: Solar 
energy. 4,000 likely voters were asked what they believed about solar energy - surprisingly, only 52% said 
solar energy is “currently practical and cost-effective,” 29% said that solar energy is ‘‘m currently practical 
and cost-effective,” and 18% were undecided on solar’s merits. 

Mr. Walker explained, “what we found is that Arizonans want gradual, manageable changes to their 
utility bills instead of large, shocking increases every few years. And that view is more widespread and more 
impactful to people’s budgets and their lives than the topic most dominating the debate.” 

Walker explained the overwhelming results, ‘The lowest level of support for rate gradualism, in any 
one county, was 82% support - solar’s best result, by county, was 77% support. O n  average, 89.4% of 
Arizonans agree with moving toward small, annual changes to utility bills instead of our current approach. 
Arizonans want a Commission that makes utility rate hikes more manageable - that’s the most important 
issue to our customers.” 

-30- 

Contact Responsible Water: paul(iiarizonainsight.com 

http://paul(iiarizonainsight.com
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KEOGH Keogh Engineering, Inc. 
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Civil Enaineers I Land Survevors 

ENGINEERS COST 
ESTIMATE SUMMARY 

ASSET MANAGEMENT 
PLAN 

LITCHFIELD PARK SERVICE AREA, 
ARIZONA 

vs. 
OLD LITCHFIELD PARK, ARIZONA 
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Engineers Cost Estimate Summary 
Asset Management Plan 
Litchfield Park Service Area, Arizona 
Vs. Old Litchfield Park, Arizona 

Executive Summary: 

An Engineers Cost Estimate has been performed 
analyzing the cost to replace existing water and 
sewer infi'astructure in Old Litchfield Park, 
Arizona. The analysis is based on the oldest 
improvements being removed and replaced first 
and then progresses to the most recent 
improvements. Current contractors cost were 
utilized for the cost estimates. 

-' EHCIWEERIYC, I Y C  Keogh Engineering, Inc. 
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KEOGH Keogh Engineering, lnc. 
14150 W. IvlcDowell Rd. * Goodyear Arizona 85395 

E G I N E E R I N 6, I N c (623) 535-7260 - Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

ENGINEERS COST ESTIMATE SUMMARY 
ASSET MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

WATER 

ID NO. 

1 
2 
2A 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 

REPLACEMENT COST 

$1,361,800.00 
$293,805.00 
$719,886.00 
$1,907,5 83 .OO 
$I ,063,005.00 
$1,209,436.00 
$1,597,985.00 
$455.647.00 
$1,022,548.00 
$525,039.00 
$920,119.00 
$1,479,202.00 
$1,920,908.00 
$554,441 .OO 
$1,3 14,773.00 
$433,111.00 
$508,636.00 

TOTAL $17,287,924.00 

mailto:keogh@keoghengineering.com


KEOGH Keogh Engineering, lnc. 
14150 W. IvlcDowell Rd. * Goodyear Arizona 85395 

E N G I N E E R I N a, I N c (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID- 1 BOOK 66 PAGE 2 RECORDING DATE 12/28/55 
BOOK 70 PAGE 10 RECORDING DATE 4/17/56 

WATER 

ITEM 

1279 DIP C L ~ ~ O  REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

12” G.V.B.&C. REMOVE OLD 

10” G.V.B.&C. REMOVE OLD 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

QUANTITY 

0 

0 

10850 LF 

0 

0 

11 EA. 

10 EA. 

112 EA. 

0 

0 

0 

0 

1 of2 

UNIT 

120.0 

109.00 

96.00 

4800.00 

3800.00 

2800.000 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

PRICE 

-0- 

-0- 

$1,041,600.00 

-0- 

-0- 

$30,800.00 

$37,500.00 

$89,600.00 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 0 

10” CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 3 EA. 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 10850 

PERMIT/REVIEW FEE (7% CONST.) LS 

2of2 
-’ EPGlNCCRlYG, I Y G  Keogh Engineering, Inc. 

850.00 -0- 

800.00 -0- 

750.00 $2,250.00 

800.00 -0- 

7.00 $75,950.00 

LS $84,100.00 

TOTAL $1,361,800.00 



KEOGH Keogh Engineering, Inc. 
14150 W. NlcDowelI Rd. Goodyear Arizona 85395 E 14 G I N E E R I N G, I N c (623) 535-7260 * Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enqineers I Land Survevors 

21 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-2 LITCHFIELD PARK ORDER# BOUNDARY 8/3/1987 
DEED # 890224497 

WATER 

ITEM 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

12” G.V.B.&C. REMOVE OLD 

10” G.V.B.&C. REMOVE OLD 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

QUANTITY 

330 

0 

1965 LF 

0 

0 

5 EA. 

4 EA. 

1 EA. 

0 

0 

0 

0 

1 of2 

UNIT 

120.0 

109.00 

96.00 

4800.00 

3800.00 

2800.000 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

PRICE 

$39,600.00 

-0- 

$188,640.00 

-0- 

-0- 

$14,000.00 . 

$1 5,000.00 

$800.00 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 0 

10” CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 2 EA. 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 2295 

PERMIT/REVIEW FEE (7% CONST.) LS 

2of2  
-’- ~ t ~ ~ ~ n e e a ~ n a .  I IC Keogh Engineering, Inc. 

850.00 -0- 

800.00 -0- 

750.00 $1,500.00 

800.00 -0- 

7.00 $16,065.00 

LS $1 8,200.00 

TOTAL $293,805.00 



KEOGH Keogh Engineering, Inc. 
14150 W. IvlcDowell Rd. - Goodyear Arizona 85395 

E N G I N E E R I N 6, I N c (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Engineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-2A LITCHFIELD PARK ORDER# BOUNDARY 8/3/1987 
DEED # 890224497 

WATER 

ITEM QUANTITY UNIT PRICE 

1297 DIP C L ~ ~ O  REMOVE OLD PIPE 
REMOVE ASPHALTAEPLACE 1769 LF 120.0 $212,280.00 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTMPLACE 0 109.00 -0- 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 3191 LF 96.00 $306,336.00 

12” G.V.B.&C. REMOVE OLD 0 4800.00 -0- 

10” G.V.B.&C. REMOVE OLD 0 3800.00 -0- 

8” G.V.B.&C. REMOVE OLD 23 EA. 2800.000 $64,400.00 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD . 12 EA. 3750.00 $45,000.00 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 7 EA. 

2” ARR RELEASE VALVE 0 

1279 PIPE REALIGNMENT 0 

10’7 PIPE REALIGNMENT 0 

8” PIPE REALIGNMENT 0 

1 of2 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

$5,600.00 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 0 

10” CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 9 EA. 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING,’ 
INSPECTION 4960 LF 

PERMITREMEW FEE (7% CONST.) LS 

2o f2  
” EUOlHCtRlU6 ,  I Y C  Keogh Engineering, Inc. 

850.00 -0- 

800.00 -0- 

750.00 $6,750.00 

750.00 -0- 

7.00 $34,720.00 

LS $44,800.00 

TOTAL $719,886.00 



KEOGH Keogh Engineering, inc. 
141 50 W. McDowell Rd. 1 Goodyear Arizona 85395 

E N G N E E R N 6, I N C (623) 535-7260 * Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enqineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, A 2  

ID-3 BOOK 109 PAGE 2 RECORDING DATE 8/3/65 
BOOK 123 PAGE 8 RECORDING DATE 4/7/69 

WATER 

ITEM QUANTITY 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 5483 LF 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 9214 LF 

12” G.V.B.&C. REMOVE OLD 8 EA. 

10” G.V.B.&C. REMOVE OLD 0 

8” G.V.B.&C. REMOVE OLD 21 EA. 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 10 EA. 

1’7 WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

80 EA. 

0 

0 

0 

0 

UNIT PRICE 

120.0 $657,960.00 

109.00 -0- 

96.00 $884,544.00 

4800.00 $38,400.00 

3800.00 -0- 

2800.000 $58,800.00 

3750.00 $37,500.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

$6,400.00 

-0- 

-0- 

-0- 

-0- 

1 of2 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 0 

10” CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 4 EA. 

PIPE MAG 390B (CURB STOP WTH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 14697 

850.00 -0- 

800.00 -0- 

750.00 $3,000.00 

PERMITREVIEW FEE (7% CONST.) LS 

2 o f 2  
‘’ EWElWlLRlYD, I Y C  Keogh Engineering, Inc. 

800.00 -0- 

7.00 $102,879.00 

LS $1 1 8,100.00 

TOTAL $1,907,583.00 



KEOGH Keogh Engineering, Inc. 
14150 W. NlcDowell Rd. * Goodyear Arizona 85395 

E N G I N E E R I N 6, I N c (623) 535-7260 4 Fax (623) 535-7262 * E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-4 BOOK 101 PAGE 21 RECORDING DATE 1/29/63 
BOOK 112 PAGE 49 RECORDING DATE I 1/10/66 

WATER 

ITEM QUANTITY UNIT PRICE 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 1436 LF 120.0 $172,320.00 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 109.00 -0- 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTmPLACE 6510 LF 96.00 $624,960.00 

12” G.V.B.&C. REMOVE OLD 5 EA. 4800.00 $24,000.00 

10” G.V.B.&C. REMOVE OLD 0 3800.00 -0- 

8” G.V.B.&C. REMOW, OLD 12 EA. 2800.000 $33,600.00 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 6 EA. 3750.00 $22,500.00 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 76 EA. 800.00 $60,800.00 

2” ARR RELEASE VALVE 0 2000.00 -0- 

12” PIPE REALIGNMENT 0 6000.00 -0- 

10’’ PIPE REALIGNMENT 0 5000.00 -0- 

8” PIPE REALIGNMENT 0 4000.00 -0- 

1 of2 

mailto:keogh@keoghengineering.com


3 EA. 850.00 $2,550.00 12” CURB STOP WITH FLUSHING 

10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 1 EA. 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

750.00 $750.00 

800.00 -0- 

ENGINEERING DESIGN STAKING/ 
INSPECTION 7946 LF 7.00 $55,622.00 

PERMIT/REVIEW FEE (7% CONST.) LS LS $65,903.00 

TOTAL $1,063,005.00 

2of2  
I’ E l  O l Y  EERl YO, I Y C Keogh Engineering, Inc. 



KEOGH 
E N G I N E E R I N G ,  I N C  
Civil Enaineers 1 Land Survevors 

Keogh Engineering, Inc. 
14150 W. IvlcDowell Rd. - Goodyear Arizona 85395 
(623) 535-7260 Fax (623) 535-7262 * E-mail: keogh@lteoghengineering.com 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-5 BOOK 114 PAGE 38 RECORDING DATE 6/12/67 

WATER 

ITEM 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

12” G.V.B.W. REMOVE OLD 

10” G.V.B.&C. REMOVE OLD 

8” G.V.B.X. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

lo” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

12” CURB STOP WITH FLUSHING 

QUANTITY 

1643 LF 

0 

6911 LF 

2 EA. 

0 

19 EA. 

12 EA. 

125 EA. 

0 

0 

0 

0 

0 

1 of2 

UNIT 

120.00 

109.00 

96.00 

4800.00 

3 800.00 

2800.000 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

850.00 

PRICE 

$1 97,160.00 

-0- 

$663,456.00 

$9,600.00 

-0- 

$53,200.00 

$45,000.00 

$100,000.00 

-0- 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@lteoghengineering.com


10” CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 9 EA. 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 8554 LF 

PERMIT/REVIEW FEE (7% CONST.) LS 

2of2  --’ . ENCINEEBIYP. ING Keogh Engineering, Inc. 

800.00 -0- 

750.00 $6,750.00 

800.00 -0- 

7.00 $59,070.00 

LS $75,200.00 

TOTAL $1,209,436.00 



KEOGH Keogh Engineering, Inc. 
14150 W. IVIcDowell Rd. Goodyear Arizona 85395 

E N G I N E E R I N G, I N c (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Engineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-6 BOOK 11 1 PAGE 5 RECORDING DATE 4/5/66 
BOOK 270 PAGE 46 RECORDING DATE 8/1/84 

WATER 

ITEM QUANTITY UNIT PRICE 

1297 DIP C L ~ ~ O  REMOVE OLD PIPE 
REMOVE ASPHALTDEPLACE 4729 LF 120.00 $567,480.00 

a 10”DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 109.00 -0- 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 6584 LF 96.00 $632,064.00 

12” G.V.B.&C. REMOVE OLD 10 EA. 4800.00 $48,000.00 

10” G.V.B.&C. REMOVE OLD 0 3800.00 -0- 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

13EA. . 2800.000 $36,400.00 . 

12 EA. 3750.00 $45,000.00 

110 EA. 800.00 

0 2000.00 

0 6000.00 

0 5000.00 

0 4000.00 

1 of2 

$88,000.00 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 2 EA. 850.00 $1,700.00 

10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 1 EA. 750.00 $750.00 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 800.00 -0- 

ENGMEERING DESIGN STAKING/ 
INSPECTION 11313 LF LF 7.00 $79,191.00 

PERMIT/REVIEW FEE (7% CONST.) LS LS $99,400.00 

TOTAL $1,597,985.00 

2 o f 2  
”- EUOIRPEBINP, INC Keogh Engineering, Inc. 
CanhpUgkUSiluldaWS- 



KEOGH Keogh Engineering, Inc. 
14150 W. IvlcDoweIl Rd. Goodyear Arizona 85395 

E N G I N E E R I N G, I N c (623) 535-7260 Fax (623) 535-7262 * E-mail: keogh@lteoghengineering.com 

Civil Ensineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE ARE,,, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-7 BOOK 114 PAGE 49 RECORDING DATE 7/3/68 
BOOK 121 PAGE 22 RECORDING DATE 12/18/68 

WATER 

ITEM 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 

12” G.V.B.&C. REMOVE OLD 

10” G.V.B.W. REMOVE OLD 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

QUANTITY 

2008 LF 

0 

963 LF 

1 EA. 

0 

3 EA. 

6 EA. 

55 EA. 

0 

0 

0 

0 

1 of2 

UNIT 

120.00 

109.00 

96.00 

4800.00 

3 800.00 

2800.000 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

PRICE 

$240,960.00 

-0- 

$92,440.00 

$4,800.00 

-0- 

$8,400.00 

$22,500 .OO 

$44,000.00 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@lteoghengineering.com


12” CURB STOP WITH FLUSHING 0 850.00 -0- 

10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 1 EA. 750.00 $750.00 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 800.00 -0- 

ENGINEERING DESIGN STAKING/ 
INSPECTION 2971 LF 7.00 $20,797.00 

PERMITREVIEW FEE (7% CONST.) LS LS $21,000.00 

TOTAL $455,647.00 

2of2 
-’ f Y O l l E E R l N 0 ,  I Y C  Keogh Engineering, Inc. 



Keogh Engineering, inc. KEoG 141 50 W. McDowell Rd. * Goodyear Arizona 85395 
E t~ 6 I N E E R I N 6, I N c (623) 535-7260 * Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Ensineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSET” MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-8 BOOK 1 15 PAGE 1 RECORDING DATE 7/3/67 
BOOK 119 PAGE 30 RECORDING DATE 8/12/68 

WATER 

ITEM 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” DIP CL3 50 REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

12” G.V.B.&C. REMOVE OLD 

10” G.V.B.&C. REMOVE OLD 

8” G.V.B.K. REMOVE OLD 

FIRE! HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

27’ ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

QUANTITY 

269 LF 

0 

6355 LF 

1 EA. 

0 

23 EA. 

16 EA. 

174 EA. 

0 

0 

0 

0 

1 of2 

UNIT 

120.00 

109.00 

96.00 

4800.00 

3800.00 

2800.000 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

PRICE 

$32,280.00 

-0- 

$610,000.00 

$4,800.00 

-0- 

$64,400.00 

$60,000.00 

$139,200.00 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 1 EA. 

10” CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 1 EA. 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 6624 LF 

PERMIT/REVIEW FEE (7% CONST.) LS 

2 of2 
-’- eaorwrrrino, IIIC Keogh Engineering, Inc. 

850.00 $850.00 

800.00 -0- 

750.00 $750.00 

800.00 -0- 

7.00 $46,368 .OO 

LS $63,900.00 

TOTAL $1,022,548.00 



KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. * Goodvear Arizona 85395 ~ . . . , - - - . - - - - - - 

E N G I N E E R I N G, I N c (623) 535-7260 * Fax (623) 535-7262 E-mail: keogh@keoghengineering.Com 

Civil Enaineers I Land Survevors 

21 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-9 BOOK 122 PAGE 17 RECORDING DATE 2/24/69 
BOOK 133 PAGE 39 RECORDING DATE 11/2/70 

WATER 

ITEM QUANTITY UNIT PRICE 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 1286 LF 120.00 $154,320.00 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 109.00 -0- 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 2039 LF 96.00 $195,744.00 

12” G.V.B.&C. REMOVE OLD 1 EA. 4800.00 $4,800 .OO 

10” G.V.B.&C. REMOVE OLD 0 3800.00 -0- 

8” G.V.B.&C. REMOVE OLD 9 EA. 2800.000 $25,200.00 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 5 EA. 3750.00 $18,750.00 

17’  WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 81 EA. 800.00 $64,800.00 

2” ARR RELEASE VALVE 0 2000.00 -0- 

12” PIPE REALIGNMENT 0 6000.00 -0- 

10” PIPE REALIGNMENT 0 5000.00 -0- 

8” PIPE REALIGNMENT 0 4000.00 -0- 

1 of2 

mailto:keogh@keoghengineering.Com


12” CURB STOP WITH FLUSHING 1 EA. 850.00 $850.00 

10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 6 EA. 750.00 $4,500.00 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 800.00 -0- 

ENGINEERING DESIGN STAKING/ 
INSPECTION 3325 LF 7.00 $23,275.00 

PERMITREVIEW FEE (7% CONST.) LS LS $32,800.00 

TOTAL $525,039.00 



Keogh Engineering, Inc. KEOGH 14150 W. IvlcDowell Rd. * Goodvear Arizona 85395 
E fJ 6 1 N E E R { N G, I N c (623) 535-7260 * Fax (623) 535-?262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-10 BOOK 145 PAGE 8 RECORDING DATE 1/10/72 
BOOK 145 PAGE 12 RECORDING DATE 1/10/72 
BOOK 186 PAGE 48 RECORDING DATE 12/14/76 

WATER 

ITEM QUANTITY UNIT PRICE 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE, ASPHALThEPLACE 2819 LF 120.00 $3 3 8,280.00 

lo” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 109.00 -0- 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 3699 LF 96.00 $3551 04.00 

12” G.V.B.&C. REMOVE OLD 4 EA. 4800.00 $19,200.00 

10” G.V.B.&C. REMOVE OLD 0 3800.00 -0- 

8” G.V.B.&C. REMOVE OLD 11 EA. 2800.000 $30,800.00 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 7 EA. 3750.00 $26,250.00 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 55 EA. 800.00 $42,400.00 

2” ARR RELEASE VALVE 0 2000.00 -0- 

12” PIPE REALIGNMENT 0 6000.00 -0- 

10” PIPE REALIGNMENT 0 5000.00 -0- 

8” PIPE REALIGNMENT 0 4000.00 -0- ’ 

1 of2 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 0 850.00 -0- 

10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 7 EA. 750.00 $5,250.00 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 800.00 -0- 

ENGINEERING DESIGN STAKING/ 
INSPECTION 6518 LF 7.00 $45,626.00 

PERMIT/REVIEW FEE (7% CONST.) LS LS $57,209 .OO 

TOTAL $920,119.00 

2 o f 2  
-’ EWGllEER110. IWC Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. Goodvear Arizona 85395 

E G I N E E R I N 6, I N C (623) 535-7260 * Fax (623) 535-?262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

21 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-11 BOOK 153 PAGE 15 RECORDING DATE 8/14/72 

WATER 

ITEM 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTmPLACE 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

12” G.V.B.&C. REMOVE OLD 

10” G.V.B.&C. REMOVE OLD 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8’’ PIPE REALIGNMENT 

12” CURB STOP WITH FLUSHING 

QUANTITY 

2628 LF 

0 

7832 LF 

4 EA. 

0 

22 EA. 

12 EA. 

145 EA. 

0 

0 

0 

0 

0 

1 of2 

UNIT 

120.00 

109.00 

96.00 

4800.00 

3800.00 

2800 .OOO 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

850.00 

PRICE 

$3 15,360.00 

-0- 

$75 1,872.00 

$19,200.00 

-0- 

$61,600.00 

$45,000.00 

$1 16,000.00 

-0- 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@keoghengineering.com


10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 7 EA. 750.00 $5,250.00 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 800.00 -0- 

ENGINEERING DESIGN STAKING/ 
INSPECTION 10460 LF 7.00 $73,220 .OO 

PERMITREVIEW FEE (7% CONST.) LS 

2of2  -’ 
ENGINEEIIYB, I Y C  Keogh Engineering, Inc. 

2of2  -’ 
ENGINEEIIYB, I Y C  Keogh Engineering, Inc. 

LS $91,700.00 

TOTAL $1,479,202.00 



KEOGH Keogh Engineering, Inc. 
14150 W. I\AcDowell Rd. * Goodyear Arizona 85395 

E N G 1 N E E R I N 6, I N C (623) 535-7260 + Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enoineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-12 BOOK 159 PAGE 1 RECORDING DATE 2/13/73 
BOOK 186 PAGE 48 RECORDING DATE 12/14/76 
BOOK 21 1 PAGE 44 RECORDING DATE 4/6/79 

WATER 

ITEM QUANTITY UNIT PRICE 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 1723 LF 120.00 $205,760.00 

lo” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 109.00 -0- 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 12829 LF 96.00 $1,23 1,584.00 

12” G.V.B.&C. REMOVE OLD 1 EA. 4800.00 $4,800.00 

10” G.V.B.&C. REMOVE OLD 0 3800.00 -0- 

8” G.V.B.&C. REMOVE OLD 26 EA. 2800.000 $72,800.00 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 16 EA. 3750.00 $60,000.00 

1 ” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 55 EA. 800.00 $1 17,600.00 

2” ARR RELEASE VALVE 0 2000.00 -0- 

1279 PIPE REALIGNMENT 0 6000.00 -0- 

10” PIPE REALIGNMENT 0 5000.00 -0- 

8” PIPE REALIGNMENT 0 4000.00 -0- 

1 of2 

mailto:keogh@keoghengineering.com


12” CURB STOP WITH FLUSHING 0 850.00 -0- 

10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 10 EA. 750.00 $7,500.00 

PIPE MAG 390B (CURE! STOP WITH 
FLUSHING) 0 800.00 -0- 

ENGINEERING DESIGN STAKING/ 
INSPECTION 14,552 LF 7.00 $101,864.00 

PERMITREVIEW FEE (7% CONST.) LS LS $1 19,000.00 

TOTAL $1,920,908.00 

2 o f 2  
Keogh Engineering, Inc. a-> KEOGH 

-, ENOlWEERlN6, INC 



KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. * Goodvear Arizona 85395 

E N 6 I N E E R I N G, I N c (623) 535-7260 - Fax (623) 535-?262 E-mail: keogh@keoghengineering.com 

Civil Enaineers 1 Land Survevors 

2 1 DECEMBER 20 1 2 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-13 BOOK 159 PAGE I RECORDING DATE 2/13/73 

WATER 

ITEM 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

12” G.V.B.&C. REMOVE OLD 

10” G.V.B.&C. REMOVE OLD 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2” AFUt RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

12” CURB STOP WITH FLUSHING 

QUANTITY 

1170 LF 

0 

2867 LF 

1 EA. 

0 

7 EA. 

5 EA. 

41 EA. 

0 

0 

0 

0 

0 

1 of2 

UNIT 

120.00 

109.00 

96.00 

4800.00 

3800.00 

2800.000 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

850.00 

PRICE 

$140,400.00 

-0- 

$275,232.00 

$4,800.00 

-0- 

$19,600.00 

$18,750.00 

$32,800.00 

-0- 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@keoghengineering.com


10” CURB STOP WITH FLUSHING 0 800.00 -0- 

8” CURB STOP WITH FLUSHING 4 EA. 750.00 $3,000.00 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 800.00 -0- 

ENGINEERING DESIGN STAKING/ 
INSPECTION 4037 LF 7.00 $28,259.00 

PERMITREVIEW FEE (7% CONST.) LS LS $34,600.00 

TOTAL $554,441.00 

2 o f 2  -‘ EPGIILEIIYP, I U C  Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
141 50 W. McDoweIl Rd. Goodvear Arizona 85395 

E 1J G 1 N E E R I N 6, I N C (623) 535-7260 Fax (623) 535-?262 9 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

2 1 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSET” MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID- 14 BOOK 219 PAGE 45 RECORDING DATE 7/8/86 

WATER 

ITEM QUANTITY 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 0 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 10891 LF 

12” G.V.B.&C. REMOVE OLD 0 

10” G.V.B.W. REMOVE OLD 0 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 9 EA. 

20 EA. 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 25 EA. 

2” ARR RELEASE VALVE 0 

12” PIPE REALIGNMENT 0 

10” PIPE REALIGNMENT 0 

8” PIPE REALIGNMENT 0 

12” CURB STOP WITH FLUSHING 0 

1 of2 

UNIT PRICE 

120.00 -0- 

109.00 -0- 

96.00 $1,045,536.00 

4800.00 -0- 

3800.00 -0- 

2800.000 $56,000.00 

3750.00 $33,750.00 

800.00 $20,000.00 

2000.00 -0- 

6000.00 -0- 

5000.00 -0- 

4000.00 -0- 

850.00 -0- 

mailto:keogh@keoghengineering.com


10” CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 3 EA. 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 10891 LF 

PERMITIREVIEW FEE (7% CONST.) LS 

2 of2 -’k!!oGH _- Keogh Engineering, Inc. 

800.00 -0- 

750.00 $2,250.00 

800.00 -0- 

7.00 $76,237.00 

LS $8 1,000.00 

TOTAL $1,314,773.00 



Keogh Engineering, Inc. KEOGH 14150 W. McDowell Rd. Goodvear Arizona 85395 
E N G 1 N E E R I N 6, 1 N C (623) 535-7260 * Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Ensineers I Land Survevors 

21 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID-15 BOOK 178 PAGE 22 RECORDING DATE 4/3/75 

WATER 

ITEM QUANTITY 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 3387 LF 

12” G.V.B.K. REMOVE OLD 0 

10” G.V.B.&C. REMOVE OLD 0 

8” G.V.B.&C. REMOVE OLD 11 EA. 

FIRE HYDRANT ASSEMBLY 
REMOVE OLD 2 EA. 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 23 EA. 

2” ARR RELEASE VALVE 0 

12” PIPE REALIGNMENT 0 

10” PIPE REALIGNMENT 0 

8” PIPE REALIGNMENT 0 

1279 CURB STOP WITH FLUSHING 0 

UNIT PRICE 

120.00 -0- 

109.00 -0- 

96.00 $325,152.00 

4800.00 -0- 

3800.00 -0- 

2800.000 $30,800.00 

3750.00 $7,500.00 

800.00 $18,400.00 

2000.00 -0- 

6000.00 -0- 

5000.00 -0- 

4000.00 -0- 

850.00 -0- 

1 of2 

mailto:keogh@keoghengineering.com


1 0 9 7  CURB STOP WITH FLUSHING 0 

8” CURB STOP WITH FLUSHING 

PIPE MAG 390B (CURB STOP WITH 

1 EA. 

FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 3387 LF 

PERMIT/REVEW FEE (7% CONST.) LS 

2 o f 2  
7’ - EWGIWEERIWO, I W C  Keogh Engineering, Inc. 

800.00 -0- 

750.00 $750.00 

800.00 -0- 

7.00 $23,709.00 

LS $26,800.00 

TOTAL $433,111 .OO 



KEOGH Keogh Engineering, Inc. 
141 50 W. IJlcDowell Rd. Goodyear Arizona 85395 

E N 6 I N E E R N G, N c (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@lteoghengineering.com 

Civil Enaineers I Land Survevors 

21 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, AZ 

ID- 16 MCW5 108 DATE MAY, 195 1 
BOOK 66 PAGE 1 RECORDING DATE 12/28/55 
BOOK 847 PAGE 12 RECORDING DATE 6/22/06 

WATER 

ITEM 

12” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 

10” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” DIP CL350 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

12” G.V.B.&C. REMOVE OLD 

10” G.V.B.&C. REMOVE OLD 

8” G.V.B.&C. REMOVE OLD 

FIRE HYDR4NT ASSEMBLY 
REMOVE OLD 

1” WATER SERVICE REMOVE TO 
PROPERTY LINE NEW BOX AND 
METER 

2’7 ARR RELEASE VALVE 

12” PIPE REALIGNMENT 

10” PIPE REALIGNMENT 

8” PIPE REALIGNMENT 

QUANTITY 

0 

0 

4562 LF 

0 

0 

5 EA. 

5 EA. 

62 EA. 

0 

0 

0 

0 

1 of2 

UNIT 

120.00 

109.00 

96.00 

4800.00 

3800.00 

2800.000 

3750.00 

800.00 

2000.00 

6000.00 

5000.00 

4000.00 

PRICE 

-0- 

-0- 

$437,952.00 

-0- 

-0- 

$14,000.00 

$18,750.00 

$49,600.00 

-0- 

-0- 

-0- 

-0- 

mailto:keogh@lteoghengineering.com


12” CURB STOP WITH FLUSHING 

10” CURB STOP WITH FLUSHING 

0 

0 

8” CURB STOP WITH FLUSHING 0 

PIPE MAG 390B (CURB STOP WITH 
FLUSHING) 0 

ENGINEERING DESIGN STAKING/ 
INSPECTION 4562 LF 

PERMITREVIEW FEE (7% CONST.) LS 

850.00 -0- 

800.00 -0- 

750.00 -0- 

aoo.00 -0- 

7.00 $31,934.00 

LS $36,400.00 

TOTAL $508,636.66 

2 of2 
5 EBOINEERIHO, I N C  Keogh Engineering, Inc. 





KEOGH ~ 

E N G I N E E R  IN 6, IN C 
Civil Enaineers I Land Survevors 

Keogh Engineering, Inc. 
141 50 W. McDowell Rd. - Goodyear Arizona 85395 
(623) 535-7260 Fax (623) 535-7262 4 E-mail: keogh@Ikeoghengineering.com 

ENGINEERS COST ESTIMATE SUMMARY 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

SEWER 

TD NO. 

1 
2 
2A 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 

REPLACEMENT COST 

$1,181,871.80 
$ 247,929.15 
$ 477,054.15 
$1,03 1,274.75 
$1,082,724.15 
$ 751,029.30 
$1,041,964.70 
$ 334,303.95 
$ 904,247.50 
$ 241,551.40 
$ 429,380.75 
$ 807,229.80 
$1,383,339.90 
$ 395,132.10 
$ 713,859.25 
$ 275,814.50 

TOTAL $I 1,298,777.15 

mailto:keogh@Ikeoghengineering.com


KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. Goodyear Arizona 85395 

E N G I N E E R 1 N 6, I N C (623) 535-7260 FaX (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enqineers I Land Survevors 

20 DECEMBER 201 2 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 1 BOOK 66 PAGE 2 RECORDING DATE 12/28/55 
BOOK 70 PAGE 10 RECORDING DATE 4/17/56 

SEWER 

ITEM QUANTITY UNIT 

12” PVC SDR-35 REMOVE OLD PIPE 4322 LF 95.00 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 83.00 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 5610 LF 7 1 .OO 

5’ DIA. MANHOLEREMOVE OLD 21 EA 3800.00 

4’ DIA. MANHOLEREMOVE OLD 17 EA 2900.00 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 96 EA 275.00 

AIR TEST SEWER MAIN 9932 LF 0.55 

HYDRO VAC FOR TV INSPECTION 9932 LF 0.55 

HYDRO VAC FOR FINAL 9932 LF 0.55 

8” CLEANOUT 0 1100.00 

SEWER ENCASEMENT 260 LF 35.00 

TEMP. LIFT STATION/PUMPING 9932 LF 5.00 

PRICE 

$410,590.00 

-0- 

$398,310.00 

$79,800.00 

$49,300.00 

$26,400.00 

$5,462.60 

$5,462.60 

$5,462.60 

-0- 

$9’100.00 

$49,660.00 

1 of2 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 9932 LF 7.00 $69,524 

PERMIT/REWIEW FEE (7% CONST.) LS LS $72,800.00 

TOTAL $1 , 18 1,871.80 

2 o f 2  
'' EHOIIEERIHO, I Y C  Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. Goodvear Arizona 85396 ..___ 

E N G I N E E R I N G, I N c (623) 535-7260 Fax (623) 535-5262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 2 LITCHFIELD PARK ORDER # BOUNDARY 8/3/1987 
DEED #890224497-1955 

SEWER 

ITEM QUANTITY UNIT PRICE 

12” PVC SDR-35 REMOVE OLD PIPE 1771 LF 95.00 $168,245.00 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

83.00 -0- 

71.00 -0- 

5’ DIA. MANHOLEREMOVE OLD 10 EA 3 800.00 $38,000.00 

4’ DIA. MANHOLEREMOVE OLD 0 2900.00 -0- 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 0 275.00 -0- 

AIR TEST SEWER MAIN 1771 LF 0.55 $974.05 

HYDRO VAC FOR TV INSPECTION 1771 LF 0.55 $974.05 

HYDRO VAC FOR FINAL 1771 LF 0.55 $974.05 

8” CLEANOUT 0 1 100.00 -0- 

SEWER ENCASEMENT 60 LF 35.00 $2,100.00 

TEMP. LIFT STATION/PUMPTNG 1771 LF 5.00 $8,855.00 

1 of2 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 1771 LF 7.00 $12,397.00 

PERMIT/REVIEW FEE (7% CONST.) LS 

2 of2 
-- EREIWEERIRE, IWC Keogh Engineering, Inc. 

LS $15,410.00 

TOTAL $247,929.15 



KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. Goodyear Arizona 85395 

E N G I N E E R I N G, I N C (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 2A LITCHFIELD PARK ORDER ## BOUNDARY 8/3/1987 
DEED# 890224497- 195 5 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTlREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLE/REMOVE OLD 

4’ DIA. MANHOLE/REMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL, 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATION/PUIWING 

QUANTITY 

1311 LF 

0 

2960 LF 

3 EA 

14 EA 

0 

4271 LF 

4271 LF 

4271 LF 

0 

80 LF 

4271 LF 

1 of2 

UNIT 

95.00 

83.00 

71 .OO 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1 100.00 

35.00 

5.00 

PRICE 

$124,545.00 

-0- 

$2 10,160.00 

$1 1,400.00 

$40,600.00 

-0- 

$2,349.05 

$2,349.05 

$2,349.05 

-0- 

$2,800.00 

$2 1,355 .OO 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 4271 LF 7.00 $29,897.00 

PERMIT/REVIEW FEE (7% CONST.) LS LS $29,250.00 

TOTAL $477,054.15 

2 o f 2  
-7 EIGIWEERI IB,  l l l C  Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
141 50 W. McDowell Rd. Goodvear Arizona 85395 

E N 6 I N E E R I N 6, I N C (623) 535-7260 Fax (623) 535-?262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 3 BOOK 109 PAGE 2 RECORDING DATE 8/3/65 
BOOK 123 PAGE 8 RECORDING DATE 4/7/69 

SEWER 

ITEM QUANTITY UNIT PRICE 

12” PVC SDR-35 REMOVE OLD PIPE 838 LF 95 .OO $79,610.00 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 83 .OO -0- 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 8697 LF 71 .OO $617,487.00 

5’ DIA. MANHOLEREMOVE OLD 4 EA 3800.00 $15,200.00 

4’ DIA. MANHOLEREMOVE OLD 33 EA 2900.00 $95,700.00 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 71 EA 275.00 $19,525.00 

AIR TEST SEWER MAIN 9535 LF 0.55 $5,244.25 

HYDRO VAC FOR TV INSPECTION 9535 LF 0.55 $5,244.25 

HYDRO VAC FOR FINAL 9535 LF 0.55 $5,244.25 

8” CLEANOUT 0 1 100.00 -0- 

SEWER ENCASEMENT 300 LF 35.00 $10,500.00 

TEMP. LIFT STATIONlPUMPING 9535 LF 5.00 $47,675.00 

1 of2 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 9535 LF 7.00 $66,745.00 

PERMITREVIEW FEE (7% CONST.) LS 

2of2  '' KEOGH Keogh Engineering, Inc. 

LS $63,100.00 

TOTAL $1,03 1,274.75 



Keogh Engineering, Inc. KEOGH 141 50 W. McDowell Rd. Goodvear Arizona 85395 
E N G I E E R I N G, I N (623) 535-7260 Fax (623) 535-?262 * E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

D- 4 BOOK 101 PAGE 21 RECORDING DATE 1/29/63 
BOOK 112 PAGE 49 RECORDING DATE 11/10/66 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLEREMOVE OLD 

4’ DIA. MANHOLEMMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATION/PUMPING 

QUANTITY 

4894 LF 

0 

4297 LF 

15 EA 

1 1  EA 

82 EA 

9191 LF 

9191 LF 

9191 LF 

2 EA 

200 LF 

9191 LF 

1 of2 

UNIT 

95.00 

83 .OO 

7 1 .OO 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1100.00 

35.00 

5.00 

PRICE 

$464,930.00 

-0- 

$305,087.00 

$57,000.00 

$3 1,900.00 

$22,550.00 

$5,055.05 

$5,05 5.05 

$5,055.05 

$2,200.00 

$7,000.00 

$45,955.00 

mailto:keogh@keoghengineering.com


ENGINEERMG DESIGN STAKING/ 
INSPECTION 9191 LF 7.00 $64,337.00 

PERMITREVIEW FEE (7% CONST.) LS LS $66,600.00 

TOTAL $1,082,724.15 

2of2  '' ERGINEERIIB, I N C  Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. * Goodyear Arizona 85395 

E N G I N E E R I N 6, I N c (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 5 BOOK 114 PAGE 38 RECORDING DATE 6/12/67 

SEWER 

ITEM QUANTITY UNIT PRICE 

12” PVC SDR-35 REMOVE OLD PIPE 0 
REMOVE ASPHALT/REPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

95.00 -0- 

83 .OO -0- 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 6068 LF 71 .OO $430,828.00 

6” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 1094 LF 60.00 $65,640.00 

5’ DIA. MANHOLEREMOVE OLD 0 3 800 .OO -0- 

4’ DIA. MANHOLEREMOVE OLD 20 EA 2900.00 $58,000.00 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 120 EA 275.00 $33,000.00 

AIR TEST SEWER MAIN 7162 LF 0.55 $3,939.10 

HYDRO VAC FOR TV INSPECTION 7162 LF 0.55 $3,939.10 

HYDRO VAC FOR FINAL 7162 LF 0.55 $3,939.10 

8” CLEANOUT 8 EA 1100.00 $8,800.00 

SEWER ENCASEMENT 320 LF 35.00 $1 1,200.00 

1 of2 

mailto:keogh@keoghengineering.com


TEMP. LIFT STATIONRUMPING 7162 LF 

ENGINEEFUNG DESIGN STAKING/ 
INSPECTION 7162 LF 

PERMITREVIEW FEE (7% CONST.) LS 

2of2 
' EH6IWEElIlHO. I l G  Keogh Engineering, Inc. 

5.00 $35,810.00 

7.00 $50,134.00 

LS $45,800.00 

TOTAL $751,029.30 



Keogh Engineering, Inc. KEOGH 141 50 W. McOowell Rd. Goodyear Arizona 85395 
E N G I N E E R I N G, I N C (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 6 BOOK 1 11 PAGE 5 RECORDING DATE 4/5/66 
BOOK 270 PAGE 46 RECORDING DATE 8/1/84 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLEMMOVE OLD 

4’ DIA. MANHOLEREMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATIONPUMPMG 

QUANTITY 

0 

1732 

7766 LF 

0 

38 EA 

113 EA 

9498 LF 

9498 LF 

9498 LF 

4 EA 

220 LF 

9498 LF 

1 of2 

UNIT 

95.00 

83.00 

71 .OO 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1100.00 

35.00 

5.00 

PRICE 

-0- 

$143,756.00 

$551,386.00 

-0- 

$1 10,200.00 

$31,075.00 

$5,223.90 

$5,223.90 

$5,223.90 

$4,400.00 

$7,700.00 

$47,490.00 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 9498 LF 7.00 $66,486.00 

PERMITREVIEW FEE (7% CONST.) LS LS $63,800.00 

TOTAL $1,041,964.70 

2of2  
'' EYOltIEER116,  I I C  Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
14150 W. NlcDowell Rd. Goodyear Arizona 85395 

E N G I N E E R I N 6, I c (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSET MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 7 BOOK 114 PAGE 49 RECORDING DATE 7/3/68 
BOOK 121 PAGE 22 RECORDING DATE 12/18/68 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPJULTREPLACE 

5’ DIA. MANHOLEREMOVE OLD 

4’ DIA. MANHOLEREMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATIONE’UMPING 

QUANTITY 

0 

0 

3003 LF 

0 

13 EA 

64 EA 

3003 LF 

3003 LF 

3003 LF 

2 EA 

60 LF 

3003 LF , 

UNIT 

95.00 

83 .OO 

71 -00 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1100.00 

35.00 

5.00 

PRICE 

-0- 

-0- 

$21 3,213 .OO 

-0- 

$37,700.00 

$17,600.00 

$1,65 1.65 

$1,65 1.65 

$1,65 1.65 

$2,200.00 

$2,100.00 

$15,015.00 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 3003 LF 7.00 $2 1,02 1 .oo 

PERMITREVIEW FEE (7% CONST.) LS LS $20,500.00 

TOTAL $ 334,303.95 

-' E l l  P I  W EE A I  WO, I tic Keogh Engineering, Inc. 



Keogh Engineering, Inc. KEOGH 141 50 W. McDowell Rd. Goodvear Arizona 85395 
E N G I N E E R I N G, I N C (623) 535-7260 Fax (623) 535-?262 E-maii: keogh@keoghengineering.com 

Civil Enaineers I Land Surveyors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 8 BOOK 115 PAGE 1 RECORDING DATE 7/3/67 
BOOK 119 PAGE 30 RECORDING DATE 8/12/68 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLEREMOVE OLD 

4’ DIA. MANHOLEREMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATIONMJMI’ING 

QUANTITY 

0 

0 

8150 LF 

0 

30 EA 

226 EA 

8150 LF 

8150 LF 

8150 LF 

0 

280 LF 

8150 LF 

1 of2 

UNIT 

95.00 

83.00 

71.00 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1 100.00 

3 5 .OO 

5.00 

PRICE 

-0- 

-0- 

$578,650.00 

-0- 

$87,000.00 

$62,150.00 

$4,482.50 

$4,482.50 

$4,482.50 

-0- 

$9,800.00 

$40,750.00 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKTNGI 
INSPECTION 8150 LF 

PERMIT/REVIEW FEE (7% CONST.) LS 

2 of2 -' EozH Keogh Engineering, Inc. 

7.00 $57,050.00 

LS $55,400.00 

TOTAL $ 904,247.50 



KEOGH Keogh Engineering, Inc. 
14150 W. McDowell Rd. Goodvear Arizona 85395 

E N G I N E E R I N 6, I N C (623) 535-7260 Fax (623) 535-?262 E-mail: keogh@keoghengineering.com 

Civil Engineers I Land Surveyors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 9 BOOK 122 PAGE 17 RECORDING DATE 2/24/69 
BOOK 133 PAGE 39 RECORDING DATE 11/2/70 

SEWER 

ITEM 

12” PVC SDR-3 5 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

10” PVC SDR-3 5 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLE/REMOVE OLD 

4’ DIA. MANHOLEAEMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATIONRUMPING 

QUANTITY 

0 

0 

2096 LF 

0 

6 EA 

107 EA 

2096 LF 

2096 LF 

2096 LF 

1 EA 

40 LF 

2096 LF 

UNIT PRICE 

95.00 -0- 

83.00 -0- 

7 1 .OO $148,816.00 

3800.00 -0- 

2900.00 $17,400.00 

275.00 $29,425.00 

0.55 $1,152.80 

0.55 $1,152.80 

0.55 $1,152.80 

1100.00 $1,100.00 

35.00 $1,400.00 

5.00 $1 0,480.00 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 2096 LF 7.00 $14,672.00 

PERMITREVIEW FEE (7% CONST.) LS LS $14,800.00 

TOTAL $ 241,551.40 

=i= KEOGH 
6161HEE1110, IWC Keogh Engineering, Inc. 



KEOGH Keogh Engineering, lnc. 
14150 W. McDowell Rd. - Goodvear Arizona 85395 

E N 6 1 N E E R I N G, I N c (623) 535-7260 * Fax (623) 535-?262 0 E-mail: keogh@keoghenginsering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSE’IT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 10 BOOK 145 PAGE 8 RECORDING DATE 1/10/72 
BOOK 145 PAGE 12 RECORDING DATE 1/10/72 
BOOK 186 PAGE 48 RECORDING DATE 12/14/76 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTKEPLACE 

lo” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLEREMOVE OLD 

4’ DIA. MANHOLEREMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATION/PUMPING 

QUANTITY 

0 

0 

4055 LF 

0 

13 EA 

51 EA 

4055 LF 

4055 LF 

4055 LF 

3 EA 

140 LF 

4055 LF 

1 of2 

UNIT 

95.00 

83.00 

71.00 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1 100.00 

35.00 

5.00 

PRICE 

-0- 

-0- 

$287,905.00 

-0- 

$37,700.00 

$14,025.00 

$2,230.25 

$2,230.25 

$2,230.25 

$3,300.00 

$4,900.00 

$20,275.00 

mailto:keogh@keoghenginsering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 4055 LF 

PERMITREVIEW FEE (7% CONST.) LS 

2 o f 2  -' ENOI IEERIKO,  I Y C  Keogh Engineering, Inc. 

7.00 $28,385.00 

LS $26,200.00 

TOTAL $ 429,380.75 



KEOGH Keogh Engineering, Inc. 
14150 W. IvIcDowell Rd. 0 Goodyear Arizona 85395 

E N 6 I N E E R I N 6, I N c (623) 535-7260 Fax (623) 535-7262 * E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFELD PARK, ARIZONA 

ID- 11 BOOK 153 PAGE 10 RECORDING DATE 8/14/72 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLEMMOVE OLD 

4’ DIA. MANHOLEREMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATIONPUMPING 

QUANTITY 

0 

0 

7372 LF 

0 

29 EA 

136 EA 

7372 LF 

7372 LF 

7372 LF 

4 EA 

240 LF 

7372 LF 

UNIT 

95.00 

83.00 

71 .OO 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1 100.00 

35.00 

5 .OO 

PRICE 

-0- 

-0- 

$523,412.00 

-0- 

$84,100.00 

$37,400.00 

$4,054.60 

$4,054.60 

$4,054.60 

$4,400.00 

$8,400.00 

$36,860.00 

1 of2 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 7372 LF 7.00 $5 1,064.00 

PERMITREVIEW FEE (7% CONST.) LS LS $49,500.00 

TOTAL $ 807,299.80 

2of2  -' KEOGH Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
141 50 W. IvlcDowell Rd. - Goodyear Arizona 85395 

E N 6 I N E E R I N 6, I N c (623) 535-7260 Fax (623) 535-7262 E-mail: keogh@itsoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 12 BOOK 159 PAGE 1 RECORDING DATE 2/13/73 
BOOK 21 1 PAGE 44 RECORDING DATE 4/6/79 

SEWER 

ITEM QUANTITY UNIT PRICE 

12” PVC SDR-3 5 REMOVE OLD PIPE 0 
REMOVE ASPHALT/REPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 1830 

95.00 -0- 

83.00 $151,890.00 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 10756 LF 7 1 .OO $763,676.00 

5’ DIA. MANHOLEREiMOVE OLD 0 3800.00 -0- 

4’ DIA. MANHOLEREMOVE OLD 54 EA 2900.00 $156,600.00 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 141 EA 275.00 $38,775.00 

AIR TEST SEWER MAIN 12586 LF 0.55 $6,922.3 0 

HYDRO VAC FOR TV INSPECTION 12586 LF 0.55 $6,922.3 0 

HYDRO VAC FOR FINAL 12586LF 0.55 $6,922.30 

8” CLEANOUT 3 EA 1100.00 $3,300.00 

SEWER ENCASEMENT 360 LF 35.00 $12,600.00 

TEMP. LIFT STATIONPUMPING 12586 LF 5.00 $62,930.00 

1 of2 

mailto:keogh@itsoghengineering.com


ENGINEXRING DESIGN STAKING/ 
INSPECTION 12586 LF 

PERMITREVIEW FEE (7% CONST.) LS 

2 o f 2  
--' =OGH ENolWEEnlwa, IWC Keogh Engineering, lnc. 

7.00 $62,930.00 

LS $84,700.00 

TOTAL $ 1,383,339.90 



KEOGH Keogh Engineering, Inc. 
14150 W. NlcDowell Rd. * Goodvear Arizona 85395 

E M 6 I N E E R I N 6, I N C (623) 535-7260 * Fax (623) 535-?262 E-mail: keogh@keoghengineering.com 

Civil EnDineers I Land Survevors 

20 DECEMBER 20 12 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 13 BOOK 159 PAGE 1 RECORDING DATE 2/13/73 

SEWER 

ITEM QUANTITY UNIT PRICE 

12” PVC SDR-35 REMOVE OLD PIPE 0 
REMOVE ASPHALTREPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 0 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 3574 LF 

5’ DIA. MANHOLEREMOVE OLD 0 

4’ DIA. MANHOLEhEMOVE OLD 10 EA 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 37 EA 

AIR TEST SEWER MAIN 3574 LF 

HYDRO VAC FOR TV INSPECTION 3574 LF 

HYDRO VAC FOR FINAL 3574 LF 

8” CLEANOUT 0 

SEWER ENCASEMENT 120 LF 

TEMP. LIFT STATIONPUMPING 3574 LF 

95.00 

83.00 

71.00 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1 100.00 

35.00 

5.00 

-0- 

-0- 

$253,754.00 

-0- 

$29,000.00 

$10,175.00 

$1,965.70 

$1,965.70 

$1,965.70 

-0- 

$4,200.00 

$17,870.00 

1 of2 

mailto:keogh@keoghengineering.com


ENGNEERING DESIGN STAKING/ 
INSPECTION 3574 LF 

PERMITREVIEW FEE (7% CONST.) LS 

7.00 $25,018.00 

LS $24,200.00 

TOTAL $ 395,132.10 

2of2 
EW~IWELRIHP, I Y C  Keogh Engineering, Inc. 



KEOGH Keogh Engineering, Inc. 
14150 W. NlcDowell Rd. Goodyear Arizona 85395 

E N G I N E E R I N G, I N C (623) 535-7260 FaX (623) 535-7262 ’ E-mail: keogh@keoghengineering.com 

Civil Enaineers I Land Survevors 

20 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 14 BOOK 219 PAGE 45 RECORDING DATE 7/8/86 

SEWER 

ITEM QUANTITY UNIT PRICE 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTMPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTMPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTmPLACE 

5’ DIA. MANHOLE/REMOVE OLD 

4’ DIA. MANHOLE/REMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATION/PUMPING 

1917 

0 

4508 LF 

6 EA 

15 EA 

25 EA 

6425 LF 

6425 LF 

6425 LF 

2 EA 

140 LF 

6425 LF 

95.00 

83 .OO 

71.00 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1100.00 

35.00 

5.00 

$182,115.00 

-0- 

$320,068.00 

$22,800.00 

$43,500.00 

$6,875.00 

$3,533.75 

$3,533.75 

$3533.75 

$2,200.00 

$4,900.00 

$32,125.00 

1 of2 

mailto:keogh@keoghengineering.com


ENGINEERING DESIGN STAKING/ 
INSPECTION 6425 LF 

PERMITREVIEW FEE (7% CONST.) LS 

7.00 $44,975.00 

LS $43,700.00 

TOTAL $ 713,859.25 

2of2  
FOG! Keogh Engineering, Inc. 



KEOGH 
E N G I N E E R I N G ,  I N C  
Civil Enaineers I Land Survevors 

Keogh Engineering, lnc. 
141 50 W. McDowell Rd. - Goodyear Arizona 85395 
(623) 535-7260 - Fax (623) 535-7262 E-mail: keogh@keoghengineering.com 

20 DECEMBER 2012 

ENGINEERS COST ESTIMATE 
ASSETT MANAGEMENT PLAN 
LITCHFIELD PARK SERVICE AREA, ARIZONA 
VS. OLD LITCHFIELD PARK, ARIZONA 

ID- 15 BOOK 178 PAGE 22 RECORDING DATE 4/3/75 

SEWER 

ITEM 

12” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALThEPLACE 

10” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALT/REPLACE 

8” PVC SDR-35 REMOVE OLD PIPE 
REMOVE ASPHALTREPLACE 

5’ DIA. MANHOLEREMOVE OLD 

4’ DIA. MANHOLELREMOVE OLD 

4” SEWER SERVICE REMOVE TO 
PROPERTY LINE 

AIR TEST SEWER MAIN 

HYDRO VAC FOR TV INSPECTION 

HYDRO VAC FOR FINAL 

8” CLEANOUT 

SEWER ENCASEMENT 

TEMP. LIFT STATION/PUMPING 

QUANTITY 

0 

0 

2530 LF 

0 

11 EA 

34 EA 

2530 LF 

2530 LF 

2530 LF 

0 

100 LF 

2530 LF 

UNIT 

95.00 

83 .OO 

71 -00 

3800.00 

2900.00 

275.00 

0.55 

0.55 

0.55 

1100.00 

35.00 

5.00 

PRICE 

-0- 

-0- 

$1 79,630.00 

-0- 

$3 1,900.00 

$9,350.00 

$1,391 S O  

$1,391 S O  

$1,391.50 

-0- 

$3,500.00 

$12,650.00 

1 of2 

mailto:keogh@keoghengineering.com


ENGMEERING DESIGN STAKING/ 
INSPECTION 2530 LF 

PERMITiREVIEW FEE (7% CONST.) LS 

2 of2 
-’ EoGH Keogh Engineering, Inc. 

7.00 $17,710.00 

LS $16,900.00 

TOTAL $ 275,814.50 



LITCHFIELD PARK SERVICE COMPANY DBA LIBERTY UTILITIES 

CHRISTOPHER D. KRYGIER 
DIRECT TESTIMONY 

FEBRUARY 28,2013 

EXHIBIT CDK - DT3 



U 
S 

cn cn 
0 
I 
L 

.-I 
CU 
3 

h cn 

S 
CU 
E 
S 
I 



r L - .  







m s  . - cu 
a, 0 > a. I 0 a 0 

a, 
- E S- 

O 

a, 
0 
3 
W 

L 
.I 

- 
.I 

.c.r 

6 cn 
a, 
S m 
m 
S 

E 
S- 

cn 
O 
L 
.I 

cn 
a, 
S 
W 

c 5 

a, . 0 
a, 
cn 
S 
a, 
cn 
S m 

CI 

CI 

.I 

L 
c, 

6 L 
3 cn cn 
a, 
Q 
c 
L 

cn 
W- m 
a, - S 

0 
3 

m- . cn 
0 0 

9- - .a, 
L .= > 

cn 
0 

.E % 

.I 

L 
L 

S- 
0 L 
.I 

3 
0 

> . m 
S 

a, 
0 rn 
w 

L 

rn 
9 9  

& . 
E 

CI cn m 
0 rn 

S 
W 

.I cn m 
a, 

S 
5 - 

a, 
L 0 

0 W 
0 s 3 cn cn 

a, 
L 

5 . 
4 

f 
Q 
a 

cn a, 
LT 

9 9  n 
a, IL 

0 
v) n a a a a n 

I I I I LL I 



U 
a, 
COO 
.Y- 0 

0 
3 
E i= 

S 
L 
a, 
cu 
a, 
cn m 

. 
3 

3 

. 0) m a, 

U 
a, 

E -  
a, 
cn > 
c/) 

. tu a, S L . 
CrL 
0 0  . aii cu S 

0 
0 
a, 

9- . 
- 
. 
m- 

S .o 
0 0  
EO m . ti 0 

0 
0 

m 

Ls) 

e e e 



L & . 
!! 

5 
a, 
S 
> 
m 
S m 
cn 
12 
I3 cn 
cn 
a, cn m 
a, 

S 

cn x m 
a, 

- - 
9- . . 

8 
.- 

z 
& 
E 

I. 
0 

a 
I3 
S 
a, 
i-' 
0 

E m 
m L a, 
L a, a II 

.t.' i . ~ m 
a, 8 
L a, L 

I- 

O 
I 

m a, 
0 

a, cn 
cn 

a, 
cn > cn 

.- 
2 

E 
rr 

. 

E # 
L 
a, . m s o  -- 0 m 

m 
0 
0 
0 
0 

r* 

a, c . 
I. 
0 - -  

a, 
12 
S 

L 

9- 

E 
mn 
0 
0 cv 
S - 
0 

U 
S 
a, d= 

N a, c . 
0 



C. 
0 

cn cn 
0 
I 
t 
a, .-. 

n cn 
(3 

3 

a, 
).r 

Q 
cn 
S 

W 

5 

ti 

CU 

. 
a, 
a, 
I. 

d, 
5 
CU 
S 
0 
I- - - 
I- 

€ 
(v 
Lo 
II 

. 
a, 
a, 
C. 

d, 
6 
CU 
S 
0 
I- n 
I- = E  
€ 0  



cn x m 
a, 
a L . 
6 
0 cn m 
a, cn 

I- n 
a, 
S 

5 m 
5 
I . m 

5: 

r 

23 9 

8 s  c 

c, - 
m 
0) 
I 
4 

5 
7 
6 
Q) 

m c, 
G 
rn 
Q) 

s 
3 

c, .- 

Q) 

5 
s .- 

Q) 

0 

a, 

E 
e 
c, 

5 



U 
a, 

> 5 
m- - 

S 
0 .- 
'3 

a, 
U 

a, c . cn 
S 
. 

S 
m- m 

S 
m- 

E m . - 
3 
ZT) 
a, 
S 
0 

L 

cf) S 
0 n g m  

cn ., . 
3 

W a, 
3 
CT 

L .- 
a, 
t 
cn 
. 
m- 

a U 
a, cn m n 

a> 
cn 
a, 

L .I 

L . cn a, 
c) 
S 

ar 
K n  

n m n m 
a, c . 0 0  

0 . I cf) 



.. . 

I r 8 1 . c 



C. 
0 
cn a,cn 

S O  L -  o +  
110 

e 

Q a . 
E 
0 
L 
a, c 
a 
a, 
S cn cn 
a, 

. . 
L 

k 

a, 
S cn cn 
a, 
Q 

0 
cn 
a, 
U 
0 cn 
Q 
a, 
U 
a, 
L 
0 n 
a, 
a, 
L 

0 
cn 

L 

L 

C. 

m- 

L 

. 
C. . 
8 
0 

a, c 
0 
S 
0 
Q 
S 
cn 
U 
L 

. 
C. 

m- . 
L 

m- 

. 
I- 

3 
U 
a, 
a 
o 
0 cn cn m 
a, 

. 
m- 

ti5 
3 
cn cn 
0 - 

0 
U 
a, 
a 
a, 
a, 
II 
0 
).r 
a, x 

a, 
a 
U 
S m 
h 
Q 
Q 
3 cn 

. . - 
L 

. 
- 
I- - 
L 

- 

ti5 
3 
1 a 

Uj 
S 

m- 

ti5 
3 
. a 

cn 
S 
II 

. 
L 



s 

%!E- 



I. . 



> 

I 



co 
a, 
3 

cn 
S 

. . . I- 

I- 

0 + 
a, > 
S 

m- . 

co 
a, m 
> 
0 
I- 

ir 

0 
cd 
N 

I- . 
I- 

E 
I- . 
Q 
0 



h 
0 c 

W 

S 

W 

0 

a> > 
0 

't 

5 
3 
a, cn 
I 



% 
0 
S 
a, 
0 

m- 

E 
W 
a, 
L 
S cn 
S 
W 
0 . 
cn 
0 
L. 

S 

cn 
S 
0 

L . 
0 
CU 
L. 

E! 
3 
rn 

8 
8 
3 
0 
ru 
0 

3 
d 

+ cn 
3 
0 
0 





LlTCHFlELD PARK SERVICE COMPANY DBA LIBERTY UTILITIES 

CHRISTOPHER D. KRYGIER 
DIRECT TESTIMONY 

FEBRUARY 28,2013 

EXHIBIT CDK - DT4 



Moving Beyond Rate Shock & Regulatory Lag 
How Distribution and Collection System Improvement Charges benefit 

customers, investors, and regulators. 
October 2012 

Abstract 

Arizonans for Responsible Water Policy is a trade group whose members serve nearly one million people in 
Arizona. Our members operate water and wastewater systems in over 60 communities and have been 
actively involved in every water commission and study group in the state over the past 30 years. 

In this paper, Responsible Water looks at the arguments used against DSICs and the wastewater form, the 
CSIC. We find that the arguments used against DSICs are often disingenuous, frequently hyperbolic, and in 
the end do not reflect the simple fact that well-regulated DSIC programs reduce rate case filings, streamline 
the regulatory process so that utility commissioners can focus on larger policy issues instead of 
“firefighting”, and DSICs provide customers with manageable rate adjustments that almost never exceed a 
few dollars a month. 

We close the paper with a recommended process for implementing and regulating DSICs, and by providing 
sample schedules for utilities’ use in DSIC implementation. 

Authors 

Tom Broderick, Director, Rates, EPCOR Water, 28 years water and electricity regulation and finance 

Ron Fleming, V.P., Arizona, Global Water Resources, 8 years in utility operations 

Bill Garfield, President, Arizona Water Company, 30 years in utility operations 

Joe Harris, V.P. & Treasurer, Arizona Water Company, CPA, 30 years in utility operations 

Chris Krygier, Manager, Rates & Regulation, Liberty Utilities, MBA, 5 years in utility operations 
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Note: Throughout the paper we use the DSIC and “Distribution System Improvement Charge” to 
include the CSIC or “Collection System Improvement Charge” which is the wastewater utility 

version of the DSIC. 

Distribution System Improvement Charges 
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Arizonans for Responsible Water Policy, 5025 N. Central Ave., #491, Phoenix A 2  85012 



IZONANS FOR RESPONSIBLE w4’I’ER POLICY 

(“DSIC”) 

For over 13 years, the Arizona Corporation Commission has c o n s g d  and denied implemulting Distribution 
System Improvement Charges (and the equivalent for sewer utilities, the Collection System Improvemmt Chaqgc) for 
the water and wastewater utilities it regulates DSICs and CSICs rare used in a dozen other states* from California to 
Pennsylvaaia, and time and again have been proven to reduce the frequaq of rate cases, lower the size of rate hikes, 
and incent a smoother and more consistent infrastructure repkment  program that deals with aging and f- 
in&astnl- 

Organizations like Food & Water Watch have attacked DSICs. RUCO and others have mischammized DSICs. 
Organizations like NARUC and the Council of State G o v m  have endorsed DSICs.1 The G~mmissim has 
supported the end goals of DSICg for the state’s largest utilities while denykg them to the warn indusq. 

The end goah of DSICs echo the Commission’s support for APS settkmma, ie., “that APSs customers wiU have 
the benefit of mte stability.. .while also providing the C o m p y  with adequate sevenue to enable it to p v i d e  safe and 
reliable electric service.”2 Tbe end goals of a DSIC are: 

Improved infrastructure, and an 

Reduced rate case frequency and cost, 
Smnller rate hikes and increased rate stabilityy 

Improved regulatory climate for investment. 

This paper explores thp: benefits of DSICs and contrasts the Commission’s supportive positions with regard to energy 
utilities against its oppxitia to DSIGB fbr water utilities and doses by recotnmendq a procedural proems for 
DSICs and a set of 11 schedules that the Commission could ensily adopt as a template and begin movitlg Arizona 
towards a more reliable and sustainable water future. 

The gold vertical arrow in the middle of the graph 
denotes the start of Pennsylvania’s DSIC era - as one 
can see, rate cases are less fiequent. This means less 
rate case expense for the company, the customers, and 
the Commission; increased efficiency as the 
Commission deals with continuing staffing and budget 
pressures; and ultimately the customers benefit as 
rates become stable with gradual and manageable 
increases. 

* NARUC Resolution, Febnwy 24, lm, NARUC Best Practice Resolution, July 27,2005; Council of State Governments, 
Publicstions of suggested state Legislation, 1999. 
See, eg., Staffs Opening Brief, APS Rote Case, 11-0224, Page 12, Lines 14-16 2 
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Some argue that regulatory lag is a “benefit” to customers because it provides them the use of infrastructure without 
them having to pay for that infmstructure. But that is only the ‘seen’ aspect of the economics of utility investment, 
the ’unseen’ aspect is that there is no such thing as a free lunch: With lag, those assets will go into rate base in one fell 
swoop - and the customers are always shocked and upset when that bill comes due because it includes several years’ 
of plant investment. How many thousands of water customers have to ask the Commission the same question (‘brrhy 
does my bill have to go up by so much at one the?”) before it realizes that the supposed regulatory lag benefit is, in 
fact, worse for customers. 

Under a DSIC approach, plant would not “stack up” for the next rate me - it would incrementally flow into rates, 
the model used by Arizona’s cities and municipal water providers. This incremental approach, which some caU rate 
gradualism, is also the basis for A P S ,  TEP, and Unisource recovering their investment in renewable energy, 
transmission, and pollution control flow through their adjustor mechanisms - each of which is based on utility plant. 

Responsible Water commissioned a poll of 4,000 Arizonans in September of 2012 - in that poll we asked “when 
utility rates have to go up, would you prefer 1) small  annual changes, or b) large changes every few years?’’ 89.4% of 
Arizonans said they prderrcd nte gradualism - small annual changes. This approach has the least impact on 
their household budget and d o m  them to adjust to cost increases as they OCN instead of b u d q  several years’ of 
those increases into one large hike. 

In parti&, let‘s focus on Pennsyhmnia; the state most aggressively trying to consolidate and reform its 
water industry. It has gone &om regulating and overseeing 500 water companies to 125 in under a decade 
and is on its way to 50 companies.3 In that most pro-investor state, the DSIC surcharge is averaging $1.04 a 
month. 

3 Arizona Regulate ry Repons, Issue 1 1-4, August 5,201 1, “TiAWfiKA& - Jkadmb$ Ga Cnatd A B@r Fntm” 
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DSICs. like other adiustors for known and measurable costs. are not sinple issue ratemaking. 

APS Adjustors 
(Excluding Fuel and Power) 

The other criticism is that while DSICs provide for gradualism, they risk “single issue ratemaking.” This is interesting 
when contrasted with the Commission’s support of APS settlements that include a host of adjustor mechanisms, each 
largely based on ensuring “that APS’s customers will have the benefit of rate stability.. .while also providmg the 
Company with adequate revenue to enable it to provide safe and reliable electric service.”4 

YO of APS 2011 Revenues 
[$2.992 BN] Estimated Annual Impact 

Demand Side Managements $66 MM 2.2% 

Retail Transmission Cost6 Adjustor7 $76 MM 2.5% 

Renewable E n e r d  

In addition to those adjustors, APS was provided with post-test year plant adjustments to rate base in both its 2009 
and 2012 Rate Case Settlements. In dollars, and as a percent of rate base, APS saw significant Commission steps to 
reduce regulatory lag on its investments into plant: 

Rate Base Added ise 

$71 MM 2.4% 

Lost Fixed Cost Revenue9 0.2% $7 MM 
L Non-helmon-Power Adjustors 7.3% $220 MM 

~~ 

asas 7.6% Total Post-TY Rate Base 
Adjustments, 2012 

Four Corners10 
2012 Post-TY Plant11 
Solar Transfer from Renewable 
Surcharge to Base Rates12 

4 Staffs Opening Brief, APS Rate Case, 11-0224, Page 12, Lines 14-16 
5 Data provided to Responsible Water from APS 

Data provided to Responsible Water from APS 
’ Data provided to Responsible Water from APS 

Data provided to Responsible Water from APS 
These numbers were provided to Responsible Water from APS -however, the 2012 APS Settlement allows APS to flow up to 

1% of its revenues thru the LFCR, which would raise its annual impact from APS’ $7 MM figure, to $29 MM. 
lo Data provided to Responsible Water from APS. 
l1 Data provided to Responsible Water from APS. 
l2 APS 2012 Settlement, Docket No. 11-0224, “Renewable Energy Projects Transferred from the Renewable Energy Surcharge 
(‘RES’) to Base Rates,” Attachment D to Settlement, Page 1 of 1. 

~~ 

3.4% $279 MM 
1.4% $1 16.3 MM 

2.8% $226.7 MM 
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This of course leaves out the question of the A P S  power and fuel supply adjustor. The so-called PSA has been 
supported by many parties, including Commission Staff, RUCO, and APS as being essential given the size and 
importance of fuel and power supply costs. 

The PSA is provided to APS (and other electric utilities in Arizona) despite the fact that those utilities have abilities 
that no water company has with regard to power costs: Electric utilities can purchase power in a competitive market, 
we cannot. And electric utilities can sign long-term contracts with different providers, we cannot. Which entirely 
raises the question of: Why does the Commission deny power supply adjustor requests from water companies while 
simultaneously: a) approving double-digit price hikes in water pumping tariffs, and b) preventing water companies 
from having electric choice and competition?13 

In trying to estimate the “value” of the PSA, there seems to be only one number that is meaningful - APS can pass 
thru changes in its power and fuel costs of up to $0.004/kWh.14 APS’ retail sales were 28,210,326,000 kWh in 2011.15 

Therefore, APS’ 2012 Settlement provides it with the opportunity to pass thru PSA adjustments of $112MM per year 
- based on 82.992BN of revenues APS’ PSA alone could add an additional 3.7% per year to customer bills.16 

Despite the fact that the DSICs proposed by Responsible Water would be limited to 3% of revenues for normally 
operating systems, and 7% for systems facing critical infrastructure demands, those who oppose DSICs argue that 
adjustors that improve investor attitudes are not in the public interest when they apply to water companies. From the 
bases of consistency and relative impact, opposition to the DSIC cannot be squared with support for the adjustors 
and post-test year plant adjustments granted to energy companies like APS. 

When compared with APS’ Commission-approved adjustors and post-test year plant adjustments, the DSIC is 
miniscule - but relativity and consistency aren’t the only reasons to implement a DSIC policy. Water and wastewater 
utilities face a much higher degree of capital intensity than electric utilities: 

This is a question that will be explored in future studies by Responsible Water. 
l4 APS 2012 Settlement, Docket No. 11 -0224, “Power Supply Adjustor Plant of Administration,” Attachment C to Settlement, 
Page 1 of 20, Section 1. 
I5  APS’ 2011 Renewable Energy Standard Compliance Report dated March 20,2012, Page 3, Footnote 10 which says “Based on 
2011 retail sales of 28,210,326 MWH.” Our calculation is as follows: 1,000 k w h  = 1 MWH. Thus 28,210,326 MWH = 
28,210,326,000 kwh. 28,210,326,000 * $0.004 = $1 12,842,304. 
‘6 $112,000,000 / $2,992,000,000 = 3.74% 

5 



RESPONSIBLE 

That increased capital intensity faces a major challenge: the inmasing need for capid to repair and replace 
infrasttucwe that has been in the g o d  €or decades. While we often think of Wona as a young state, it‘s 
worth noting that a water main put in the ground when R d d  R c q p  took office is now €idly d m t c d  
and is entering d d  age and facing line break and water loss issues. In fact, across the US. the need for water 
and wastewater investment has been studied by the EPA and the Congressional Budget Office, with each finchg at 
least $25 billion a year in capital needs: 

20-Year I nfrasrructure 
Investment Needs 

(S Bilons) 

=Em 

oca0 Low 

rc lo  nba 

A primary attack on the DSIC is based on the theory that it “ensuresyy companies earn their ROE. fJatmmg that a 
DSIC would “ensure” ROES in Arizona is simply incorrect; DSICs reduce the amount of ROE under-recovery by 
reducing regulatory lag. To do that, a DSIC provides a retum on invested capital in the form of 
- thus while revenues inaease under a DSIC, so has investment in used and useful plant and the only return allowed 
is the rate of return on used and useful plant. It is not mathematidy possible to guarantee ROE earnings by 
allowing rate of return recovery on invested capital. 

This opposition to the DSIC stands in contrast to Commission support for APS set t laents  since 2 W  in which the 
improvement in investor attitudes resulting from adjustors was cited as a public benefit, For errample, Commission 
Staff argued in the APS 2012 rate case that a reason for its support was that “[,]he proposed Settlement Agreement 
builds on the progress made in APS’s last rate case by incl- provisions designed to improve the Company’s 
t inand  condition so that it can compete in attracting capital for investments to meet the needs of its customers.yy~7 

RUCO supported the series of APS settlrments and the adoption of numerous adjustors by arguing that “a 
stable rate base with the ability for the Company to remain fimcially healthy through changes in its 
adjustors is in the public interest.”1* Commission Staff then cited and W t e d  that RUCO position as a reason 
why the Commission should support the APS 2012 Settlement.19a 

~~~~ 

17 Staff’s opming Brief, APS Rate Case, 11-0224, Page 10, Lines 19-23 
‘8 Transcript APS, 11-0224, at Pg. 130 
l9 Staff’s Opening Brief, APS Rate Case, 114224, Page 12, Lines 9-10 
20 !%e also, Dec. No. 73183, M a y  2012, at Page 18, Lines 21.5 thtu 25.5 
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RUCO and Staffs concern should extend to the water industry: For the period, 2006-2010, the average 
earned ROE of the Class A Responsible Water companies was only 1.96Y0.21 

Finally, this argument misstates the very nature of risk: by reducing regulatory lag for used and useful plant 
investments, the Commission does not reduce risk compensated for in ROE. According to the text books 
Commission Staff relies upon, risk is related to vuriability of operating income, not the levelof operating income.22 

A DSIC increases revenues by an amount that is directly based on additional fixed costs that are actuallv incurred. A 
DSIC does not reduce the variability of operating income, which varies mainly as a result of fluctuating sales (e.g. 
weather) and variable costs (e.g. power, chemicals). Reducing the amount of regulatory lag (and as a result the level of 
under-recovery) does not equate to a reduction in the variability of operating earnings. And it certainly doesn’t reduce 
the variability of that portion of operating earnings that Staff would claim is “~y~tematic,” or “non-dtversifiable,” and 
therefore affects the cost of capital. 

We are not suggesting that the Commission turn a blind eye to earnings; in fact our proposed DSIC 
schedules provide explicit data on earnings. 

The argument that ROEs must be cut in “exchange” for DSICs is one-sided and asymmetrical. 

An ROE is the incentive for an investor to take on risk - the possibility of making a return on her investment impels 
an investor to put capital at risk. So, it is important to clearly understand what “risk” means from an investment 
perspective: According to Harry Markowitz, the father of the Efficient Market Hypothesis which led to, among other 
things, the Capital Asset Pricing Model (CAPM), “Efficient portfolios minimize that ‘undesirable thing’ called variance 
while simultaneously maximizing that ‘desirable thing’ called getting rich.. . That is what Markowitz meant when he 
introduced the concept of variance to measure risk, or the uncertainty of return.”23 

But in the past several years, the average return for the class A water companies which comprise Responsible Water 
has been 1.96% - while allowed ROEs in Arizona over that period averaged 9.60’/0.~~ 

In Arizona, the variance between what water utilities actually earn and what utilities are authorized to earn is 
staggering. It is that variance, Markowitz’s “risk” that has led several investment analysts to rank the state 
among the worst in the nation for utility investment.25 

Furthermore, regulatory lag, in an environment of rising infrastructure-related costs, will cause a utility to under- 
recover its cost of service. The Commission has never added a premium to a utility’s authorized ROE to account for 
regulatory lag (i.e . the fact that the uulity likely will not earn its cost of capital under the traditional ratemaking 
framework in Arizona the “historic test year”). Mechanisms that are designed to reduce regulatory lag, such as 
the DSIC, do not warrant a downward adjustment to the authorized ROE, as such a reduction would defeat 
the purpose of the DSIC (reducing regulatory lag) and render it useless. 

21 Data provided by Desert Mountain Analytical Services 
22 See, for example, Emery, Douglas R., Finnerty, John D. Principhs Ofcorporate Finance with Corporate Appkcatiotzs, (1991), Pages 157 
- 158. 
23 Peter L. Bernstein, Against the God: The Remarkable Stoy OfRisk, (1998), Page 256 
24 Data provided by Desert Mountain Analytical Services; and Insight Consulting 
25 See, e.g., Janney Montgomery Scott, “Introducing the Janney RCI” (201 1); and also, S&P, “Assessment of US Regulatory 
Climates” (2008, 2010) 
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Behind all these arguments, there seems to be a general attitude among some parties that if water utilities recover their 
costs of service (including a return on invested capital), the Commission has somehow failed. This is in contrast with 
the Commission’s decisions to allow APS to recover revenues through adjustors, and over half a billion dollars of 
post-test year plant adjustments in the explicit interest of minimizing APS’ earnings variability and making APS better 
able to serve customers. 

Reducinc the ROE in exchanpe for DSIC aDDroval eliminates the benefit of DSICs and increases “Rate 
Shock” challenpes. 

Some suggest that if water companies receive DSICs they should be required to accept lower ROES - this is premised 
on a) the misunderstandmg of what risk is (i.e., variability in returns), and b) the theory that utility ratemaking is a 
zero-sum game in which anything improving a utility’s financial condition has to be tied to something that harms its 
financial con&tion. In the end, the zero-sum approach means that the Commission will never improve financial 
conditions, because the lost revenue resulting from a reduced ROE in a general rate case could be greater than any 
potential revenues resulting from a subsequent DSIC fihg (depending on the utility’s rate base and operating 
revenues). 

A utility in need of a DSIC is likelv riskier. 

To the extent a utility is faced with an infrastructure crisis (i.e. the need to replace large amounts of infrastructure), 
and is therefore in need of a DSIC, it is more risky, and warrants a higher ROE to enable it to attract capital on 
reasonable terms for the purpose of replacing such infrastructure. Complicating matters is the fact that the interest 
coverage requirements required by lenders and contained in bond indentures, which can be as high as 2.5 times total 
interest expense, are remnants of the days before volumetric and tiered rates were in effect. These coverage 
requirements and other covenants have not been adjusted to accommodate the newer conservation rate structures 
with declining revenues over time or the increasing burden of infrastructure replacement programs. (See “The 
Pendulum Swing of Revenue Stability and Conservation” Journal AWWA, Aug. 2010, p. 26) As a result, potential 
lenders are less likely to loan sigmficant amounts of money to water utilities with low authorized ROES, historical test 
years, and conservation-based rates. 

ProDosed DSIC Process - Overview. 

One of the key challenges in implementing a new policy is the question of how to do so - Responsible Water 
proposes the following process as a proper beginning for the implementation of DSICs. Without question, over time 
the Commission, the customers, and the regulated uttlities wdl identify opportunities and ways to improve the process. 
With biennial workshops on water policy, the Commission should include a review of this and other processes. 
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ProDosed DSIC and CSIC Process 

1. Utilities shall apply for and obtain generic approval of a DSIC or CSIC in the context of a rate case. 

2. Once approved generically, DSICs and CSICs shall not have annual adjustments greater than either 3% or 
7% of annual revenues. Uulities requesting 7% annual caps must show that the infrastructure replacement 
needs in the affected utility require an investment of greater than 50% of existing rate base in less than a five- 
year period; or greater than 100% over a ten-year period. 

3. Each utility granted a DSIC shall comply with the following process and requirements: 
a. To initiate a DSIC or CSIC adjustment, the uulity shall file Schedules (See Attached) which show the 

following: 
i. DSIC-eligble plant installed through the period for whch recovery is sought, by NARUC 

account type; 
ii. Proposed surcharge for all DSIC-eligible plant; 

m. Prior year DSIC collections and Over/ Under collected amounts; 
iv. Balance sheet before and after DSIC plant inclusion; 
v. Income statement before and after DSIC surcharge inclusion; 
vi. Revenue requirement calculations; 
vii. Surcharge Calculation; 
viii. Construction Ledger; 
ix. Earnings test; 
x. Typical bill analysis. 

... 

b. As part of its DSIC adjustor filing, the uulity shall make readily available documentation which shows 
the following: 

i. Approval Of Construction and Invoices for DSIC-eligble plant installed; 
ii. DSIC-eligble plant and projects the utility plans to install in the then-current year , by 

NARUC account type; 
iu. Actual and estimated in-service dates for said plant. ... 

c. Concurrent with its DSIC adjustor fhng, the utility shall notify customers of its proposed DSIC 
adjustment and its potential impact on rates; the notice shall include information on how to contact 
the Commission’s consumer services section and how to contact the utility for more information. 

4. The adjustor is automatically effective within 30 days of receipt of the DSIC adjustor filing, unless Staff 
notifies the uulity whether it believes it needs more time to review or issue a report or if a hearing is required 
to adjudicate the DSIC proposal. 

a. If a hearing is required, it shall be completed within 45 days, and a ROO shall be issued within 45 
days of the conclusion of the hearing(s). The Commission shall issue an order at the next open 
meeting. 
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WATER RATES Q R I G I N AL 
ARiZONA WATER COMPANY A.C.C. No. 48 1 
Phoenix, Arizona Cancelling A.C.C. No. 410 
Filed bv: William M. Garfield Tariff or Schedule No. AM-253 
Title: President 
Date of Original Filing: 7-25-83 Effective: For all service rendered 

on or after December 1, 
2005 

Filed: November 30,2005 

System: All Services Areas EXCEPT Apache Junction, Bisbee, 
Sierra Vista, San Manuel, Oracle, Winkelman, Miami, 
Superior, Casa Grande, Coolidge, White Tank, 
Stanfield. Ai0 

PURCHASED POWER ADJUSTMENT MECHANISM ("PPAM") TARIFF 

Whenever Arizona Water Company's purchased power (electric andfor natural gas) expense in any of its water systems 
increases or decreases, or will increase or decrease, from the amount adopted by the Arizona Corporation Cornmission in the 
Company's last general rate proceeding for that system, the Company-may, in accordance with the provisions of this PPAM, file a 
new schedule with the Commission for that system, setting forth an adjustment per 100 gallons designed to recover such 
increased or decreased purchased power expense, provided that: 

1. The total amount of the increase or decrease in the purchased power expense will be calculated by comparing the 
Company's normalized cost for power during the test year utilized in its last general rate case with the Company's normalized cost 
of power for that test year computed at the Company's new increased or decreased cost for power. 

2. The total change in power cost will be divided by the total gallonage pumped during the test year to determine the 
adjusted increase or decrease per IO0 gallons. 

3. The calculated increase or decrease in rates for the system must amount to at least $0.001 per 100 gallons 
(rounded up or down from five) before an adjustment can be made. 

4. All revised schedules filed with the Arizona Corporation Commission pursuant to the provisions of this PPAM will 
be accompanied by workpapers prepared by the Company in a format approved by the Utilities Division Staff of the Commission 
and will be in sufficient detail to enable the Commission to test the accuracy of the Company's calculations. 

5.  The new schedules filed by the Company under the provisions of this PPAM will become effective either on the 
date the schedules are approved for tiling, if the purchased power expense has already increased, or decreased, or on the date 
the increased or decreased purchased power expense becomes effective, if it has not yet changed. 

6. Illustration of application of the above PPAM, assuming the following test year data: 

A) 4,000,000 H Gallons Pumped 
B) 3,300,000 H Gallons Sold (82.5%) 
C) 700,000 H Gallons Unaccounted For (17.5%) 
D) $100,000 Purchased Power Expense 
E) 1,250,000 KWH 

Should Purchased Power Rates increase at a future date such that the new Power Rates x (E) = $125,000, a 
Purchased Power Expense pass thru calculation would be initiated. 

Pass Thru Calculation Steps: 

1) $125,000 - $100,000 = $25,000 Total Purchased Power Increase 
2) $25,000 + 4,000,000 H GaHons Pumped = $0.00625/H Gallon 
3) Step (2) Rounded Per Provisions of Tariff = $0.006/H Gallon 
4) $O.OOS/H Gallon x Actual Gallons Used Including Gallons In Minimum = PPAM Charge on Bill 

U\W\~CASE\TARIFFS~-253~032904  dOC 
R n i r i c d  I 117 117nM 
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RATE SCHEDULE E-221 
CLASSIFIED SERVICE 
WATER PUMPING SERVICE 

AVAILABILITY 

This rate schedule is available in all territory served by the Company at all points where facilities of adequate 
capacity and the required phase and suitable voltage are adjacent to the sites served. 

APPLICATION 

This rate schedule is applicable to Standard Offer electric service required for irrigation pumping or for water 
utilities for pumping potable water to serve the citizens of a city, town, or unincorporated community. Service must 
be supplied at one point of delivery and measured through one meter. Direct Access customers are not eligible for 
service under this schedule. 

Rate selection is subject to paragraphs 3.2 and 3.3 of the Company's Schedule 1, Terms and Conditions for Standard 
Offer and Direct Access Services. 

This schedule is not applicable to breakdown, standby, supplemental, residential or resale service. 

TYPE OF SERVICE 

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as 
may be selected by customer subject to availability at the customer's site. 

RATES 

The bill shall be computed at the following rates or minimum rates, whichever is greater, plus any adjustments 
incorporated in this schedule: 

Basic Service Charge: $ 0.588 per day 

Demand Charge: $ 2.357 per kW 

Energy Charge: $ 0.1 1228 
$ 0.07633 
$ 0.06270 per kWh for all additional kWh 

per kWh for the first 240 kWh, plus 
per kWh for the next 275 kWh per kW, plus 

MINIMUM 

The bill for service under this rate schedule will not be less than $0.558 per day plus $2.357 for each kW of the 
highest kW established during the 12 months ending with the current month, or the minimum kW specified in the 
Electric Service Agreement, whichever is greater. 

POWER FACTOR 

The customer deviation from phase balance shall not be greater than ten percent (10%) at any time. Customers 
receiving service at voltage levels below 69 kV shall maintain a power factor of 90% lagging but in no event leading 
unless agreed to by Company. Service voltage levels at 69 kV or above shall maintain a power factor o f f  95% at all 
times. In situations where Company suspects that a customer's load has a non-confirming power factor, Company 
may install at its cost, the appropriate metering to monitor such loads. If the customer's power factor is found to be 
non-conforming, the customer will be required to pay the cost of installation and removal of VAR metering and 
recording equipment. 

ARIZONA PUBLIC SERVICE COMPANY 
Phoenix, Arizona 
Filed by: David J. Rumolo 
Title: Manager, Regulation and Pricing 
Original Effective Date: February 1, 1953 

A.C.C. No. 5802 
Canceling A.C.C. No. 5750 

Rate Schedule E-221 
Revision No. 45 

Effective: July 1,2012 
Page 1 of 3 



0 aps RATE SCHEDULE E-221 
CLASSIFIED SERVICE 
WATER PUMPING SERVICE 

POWER FACTOR (cont) 

Customers found to have a non-conforming power factor, or other detrimental conditions shall be required to remedy 
problems, or pay for facilities/equipment that Company must install on its system to correct for problems caused by 
the customer’s load. Until such time as the customer remedies the problem to Company satisfaction, kVA may be 
substituted for kW in determining the applicable charge for billing purposes for each month in which such failure 
occurs. 

DETERMINATION OF KW 

For billing purposes, the kW used in this rate schedule shall be based on the average kW supplied during the 
15-minute period of maximum use during the month, as determined from readings of the Company‘s meter, or at the 
Company’s option, by test. 

ADJUSTMENTS 

1. The bill is subject to the Renewable Energy Standard as set forth in the Company’s Adjustment 
Schedule REAC-1 pursuant to Arizona Corporation Commission Decision No. 703 13. 

2. The bill is subject to the Power Supply Adjustment factor as set forth in the Company’s Adjustment 
Schedule PSA- 1 pursuant to Arizona Corporation Commission Decision No. 67744, Arizona 
Corporation Commission Decision No. 69663, Arizona Corporation Commission Decision No. 71448, 
and 73183. 

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company’s 
Adjustment Schedule TCA- 1 pursuant to Arizona Corporation Commission Decision No. 67744. 

4. The bill is subject to the Environmental Improvement Surcharge as set forth in the Company’s 
Adjustment Schedule EIS pursuant to Arizona Corporation Commission Decision No. 69663 and 
Arizona Corporation Commission Decision No. 73 183. 

5 .  Direct Access customers returning to Standard Offer service may be subject to a Returning Customer 
Direct Access Charge as set forth in the Company’s Adjustment Schedule RCDAC-1 pursuant to 
Arizona Corporation Commission Decision No. 67744. 

6. The bill is subject to the Demand Side Management Adjustment Charge as set forth in the Company’s 
Adjustment Schedule DSMAC-1 pursuant to Arizona Corporation Commission Decision No. 67744, 
and Arizona Corporation Commission Decision No. 71448. 

7. The bill is subject to the Lost Fixed Cost Recovery mechanism as set forth in the Company’s 
Adjustment Schedule LFCR pursuant to Arizona Corporation Commission Decision No. 73 183. 

8. The bill is subject to the applicable proportionate part of any taxes or governmental impositions which 
are or may in the future be assessed on the basis of gross revenues of APS and/or the price or revenue 
from the electric energy or service sold and/or the volume of energy generated or purchased for sale 
and/or sold hereunder. 

~ 
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aps RATE SCHEDULE E-221 
CLASSIFIED SERVICE 
WATER PUMPING SERVICE 

CONTRACT PERIOD 

The contract period for customers receiving service under this rate schedule will be one (1) year or longer. At the 
Company’s option, the contract period will be three (3) years or longer where additional distribution construction is 
required to serve the customer. 

TERMS AND CONDITIONS 

Service under this rate schedule is subject to the Company’s Schedule 1, Terms and Conditions for Standard Offer 
and Direct Access Services, which contains provisions that may affect the customer’s bill. In addition, service may 
be subject to special terms and conditions as provided for in a customer contract or service agreement. 
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0 aps RATE SCHEDULE E-32 XS 
EXTRA SMALL GENERAL SERVICE (0 kW - 20 kW) 

AVAILABILITY 

This rate schedule is available in all territory served by the Company at all points where facilities of adequate 
capacity and the required phase and suitable voltage are adjacent to the sites served. 

APPLICATION 

This rate schedule is applicable to all Standard Offer and Direct Access customers whose Average Monthly 
Maximum Demand is 20 kW per month or less. 

The Company initially will place the Customer on the applicable Rate Schedule E-32 XS, E-32 S, E-32 M, or E-32 L 
based on the Average Monthly Maximum Demand, as determined by the Company. 

The Customer will be billed on Schedule E-32 S or E-32 XS depending on the Monthly Maximum Demand for each 
billing cycle. 

Service must be supplied at one point of delivery and measured through one meter unless otherwise specified by an 
individual customer contract. 

Rate selection is subject to paragraphs 3.2 through 3.5 of the Company's Schedule 1, Terms and Conditions for 
Standard Offer and Direct Access Services. 

This schedule is not applicable to breakdown, standby, supplemental, residential or resale service. 

TYPE OF SERVICE 

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as 
may be selected by customer subject to availability at the customer's site. Three phase service is furnished under the 
Company's Schedule 3 (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase 
service is not furnished for motors of an individual rated capacity of less than 7-1/2 HP, except for existing facilities 
or where total aggregate HP of all connected three phase motors exceeds 12 HP. Three phase service is required for 
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is generally provided at 
secondary voltage or primary voltage when the customer owns the distribution transformer(s). 

RATES 

The bill shall be computed at the following rates, plus any adjustments incorporated in this rate schedule: 

Bundled Standard Offer Service 

Basic Service Charge: 

For service through Self-contained Meters: $ 0.672 per day, or 
For service through Instrument-Rated Meters: $ 1.324 per day, or 
For service at Primary Voltage: $ 3.415 per day 
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Q aps RATE SCHEDULE E-32 XS 
EXTRA SMALL GENERAL SERVICE (0 kW - 20 kW) 

RATES (cont) 

Bundled Standard Offer Service (cont) 

Energy Charge: 

$0.07427 per kWh for all additional kWh, or 

For Primary Service: 
$0.13209 per kWh for the first 5,000 kWh, plus 

$0.07 100 per kWh for all additional kWh 

November - April Billing Cycles 
(Winter) 

For Secondary Service: 
$0.11769 per kWh for the first 5,000 kWh, plus 

$0.05658 per kWh for all additional kWh, or 

For Primary Service: 
$0.1 1438 per kWh for the first 5,000 kWh, plus 

$0.05329 per kWh for all additional kWh 

Bundled Standard Offer Service consists of the following Unbundled Components: 

Unbundled Standard Offer Service 

Customer Accounts Charge: $ 0.126 per day 

Revenue Cycle Service Charges: 
Metering: 

Self-contained Meters: $ 0.403 per day, or 
Instrument-Rated Meters: $ 1.055 per day, or 
Primary: $ 3.146 per day 

These daily metering charges apply to typical installations. Customers requiring specialized facilities are subject to 
additional metering charges that reflect the additional cost of the installation, (for example, a customer taking service 
at 230 kV). Adjustments to unbundled metering components will result in an adjustment to the bundled Basic 
Service Charge. 

Meter Reading: $ 0.068 per day 

$ 0.075 per day Billing: 

System Benefits Charge: $ 0.00297 perkWh 

Transmission Charge: $ 0.00424 perkWh 
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Q aps 

For Primary Service: 
$0.03847 per kWh for the first 5,000 kWh, plus 

$0.00983 per kWh for all additional kwh 

RATE SCHEDULE E-32 XS 
EXTRA SMALL GENERAL SERVICE (0 kW - 20 kW) 

For Primary Service: 
$0.03837 per kWh for the first 5,000 kWh, plus 

$0.00974 per kWh for all additional kWh 

RATES (cont) 

$0.08641 per kWh for the first 5,000 kWh, plus 
$0.05396 per kWh for all additional kWh 

Unbundled Standard Offer Service (cont) 

$0.06880 per kWh for the first 5,000 kWh, plus 
$0.03634 per kWh for all additional kWh 

Delivery Charge: 

$0.01310 per kWh for all additional kWh, or $0.01303 per kWh for all additional kWh, or 

Generation Charge: 

DIRECT ACCESS 

The bill for Direct Access customers under this rate schedule will consist of the applicable Unbundled Components 
Customer Accounts Charge, System Benefits Charge, and Delivery Charge, plus any applicable adjustments 
incorporated in this schedule. Direct Access customers must acquire and pay for generation, transmission, and 
revenue cycle services from a competitive third party supplier. If any revenue cycle services are not available from a 
third party supplier and must be obtained from the Company, the applicable Unbundled Components Revenue Cycle 
Service Charges will be applied to the customer’s bill. 

POWER FACTOR 

The customer deviation from phase balance shall not be greater than ten percent (10%) at any time. Customers 
receiving service at voltage levels below 69 kV shall maintain a power factor of 90% lagging but in no event leading 
unless agreed to by Company. Service voltage levels at 69 kV or above shall maintain a power factor of It 95% at all 
times. In situations where Company suspects that a customer’s load has a non-confirming power factor, Company 
may install at its cost, the appropriate metering to monitor such loads. If the customer’s power factor is found to be 
non-conforming, the customer will be required to pay the cost of installation and removal of VAR metering and 
recording equipment. Customers found to have a non-conforming power factor, or other detrimental conditions shall 
be required to remedy problems, or pay for facilities/equipment that Company must install on its system to correct 
for problems caused by the customer’s load. Until such time as the customer remedies the problem to Company 
satisfaction, kVA may be substituted for kW in determining the applicable charge for billing purposes for each 
month in which such failure occurs. 
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0 aps RATE SCHEDULE E-32 XS 
EXTRA SMALL GENERAL SERVICE (0 kW - 20 kW) 

DETERMINATION OF KW 

For billing purposes, including determination of Monthly Maximum Demands, the kW used in this rate schedule 
shall be based on the average kW supplied during the 15-minute period of maximum use during the month as 
determined from readings of the Company’s meter. 

The Average Monthly Maximum Demand shall equal the average of the Monthly Maximum Demands for the May 
through October billing cycles, as determined by the Company. If the Monthly Maximum Demands are not available 
for all six May through October billing cycles, the Average Monthly Maximum Demand will be based on the 
available information. For a new customer, the initial Average Monthly Maximum Demand will be based on the 
estimated maximum kW provided by the Customer and approved by the Company. 

ADJUSTMENTS 

1 The bill is subject to the Renewable Energy Standard as set forth in the Company’s Adjustment 
Schedule REAC-1 pursuant to Arizona Corporation Commission Decision No. 703 13. 

2 The bill is subject to the Power Supply Adjustment factor as set forth in the Company’s Adjustment 
Schedule PSA-1 pursuant to Arizona Corporation Commission Decision No. 67744, Arizona 
Corporation Commission Decision No. 69663, Arizona Corporation Commission Decision No. 71448 
and 73183. 

3 The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company’s 
Adjustment Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744. 

4. The bill is subject to the Environmental Improvement Surcharge as set forth in the Company’s 
Adjustment Schedule EIS pursuant to Arizona Corporation Commission Decision No. 69663 and 
Arizona Corporation Commission Decision No. 73 183. 

5 .  Direct Access customers returning to Standard Offer service may be subject to a Returning Customer 
Direct Access Charge as set forth in the Company’s Adjustment Schedule RCDAC-1 pursuant to 
Arizona Corporation Commission Decision No. 67744. 

6. The bill is subject to the Demand Side Management Adjustment charge as set forth in the Company’s 
Adjustment Schedule DSMAC-1 pursuant to Arizona Corporation Commission Decision No. 67744 
and Arizona Corporation Commission Decision No. 71448. 

7. The bill is subject to the Lost Fixed Cost Recovery mechanism as set forth in the Company’s 
Adjustment Schedule LFCR pursuant to Arizona Corporation Commission Decision No. 73 183. 

8. The bill is subject to the applicable proportionate part of any taxes or governmental impositions which 
are or may in the fiture be assessed on the basis of gross revenues of APS andor the price or revenue 
from the electric energy or service sold and/or the volume of energy generated or purchased for sale 
andor sold hereunder. 
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0 aps RATE SCHEDULE E-32 XS 
EXTRA SMALL GENERAL SERVICE (0 kW - 20 kW) 

CONTRACT PERIOD 

For customers with monthly maximum demands up to 20 kW, any applicable contract period will be set Forth in the 
Company’s standard agreement for service. At the Company’s option, the contract period will be three (3) years or 
longer where additional distribution construction is required to serve the customer or, if no additional distribution 
construction is required, the contract period will be one (1) year or longer. 

TERMS AND CONDITIONS 

Service under this rate schedule is subject to the Company’s Schedule 1, Terms and Conditions for Standard Offer 
and Direct Access Services and the Company’s Schedule 10, Terms and Conditions for Direct Access. These 
schedules have provisions that may affect the customer’s bill. In addition, service may be subject to special terms 
and conditions as provided for in a customer contract or service agreement. 
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0 aps RATE SCHEDULE E-32 L 
LARGE GENERAL SERVICE (401 kW +) 

AVAILABILITY 

This rate schedule is available in all territory served by the Company at all points where facilities of adequate 
capacity and the required phase and suitable voltage are adjacent to the sites served. 

APPLICATION 

This rate schedule is applicable to all Standard Offer and Direct Access customers whose Average Monthly 
Maximum Demand is greater than 400 kW per month. 

The Company will place the Customer on the applicable Rate Schedule E-32 XS, E-32 S, E-32 M, or E-32 L based 
on the Average Monthly Maximum Demand, as determined by the Company each year. Such placement will occur 
in the February billing cycle following the annual determination. The Company may also place the Customer on the 
Applicable Rate Schedule during the year, if the Customer has experienced a significant and permanent change in 
load as determined by the Company. Such placement will be based on available information. 

Service must be supplied at one point of delivery and measured through one meter unless otherwise specified by an 
individual customer contract. 

Rate selection is subject to paragraphs 3.2 through 3.5 of the Company's Schedule 1, Terms and Conditions for 
Standard Offer and Direct Access Services. 

This schedule is not applicable to breakdown, standby, supplemental, residential or resale service nor to service for 
which Rate Schedule E-34 is applicable. 

TYPE OF SERVICE 

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as 
may be selected by customer subject to availability at the customer's site. Three phase service is furnished under the 
Company's Schedule 3 (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase 
service is not furnished for motors of an individual rated capacity of less than 7-1/2 HP, except for existing facilities 
or where total aggregate HP of all connected three phase motors exceeds 12 HP. Three phase service is required for 
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is generally provided at 
secondary voltage, primary voltage when the customer owns the distribution transformer(s), or transmission voltage. 

RATES 

The bill shall be computed at the following rates or the minimum rates, whichever is greater, plus any adjustments 
incorporated in this rate schedule: 

Bundled Standard Offer Service 

Basic Service Charge: 

For service through Self-contained Meters: $ 1.068 per day, or 
For service through Instrument-Rated Meters: $ 1.627 per day, or 
For service at Primary Voltage: $ 3.419 per day, or 
For service at Transmission Voltage: $22.915 per day 
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0 aps RATE SCHEDULE E-32 L 
LARGE GENERAL SERVICE (401 kW +) 

RATES (cont) 

Bundled Standard Offer Service (cont) 

Demand Charge: 

Secondary Service: 

Primary Service: 

Transmission Service: 

$ 21.149 per kW for the first 100 kW, plus 
$ 14.267 per kW for all additional kW, or 

$ 19.091 per kW for the first 100 kW, plus 
$ 13.209 per kW for all additional kW, or 

$ 14.284 per kW for the first 100 kW, plus 
$ 9.105 per kW for all additional kW. 

Energy Charge: 

Bundled Standard Offer Service consists of the following Unbundled Components: 

Unbundled Standard Offer Service 

Customer Accounts Charge: $ 0.601 per day 

Revenue Cycle Service Charges: 
Metering: 

Self-contained Meters: $ 0.345 per day, or 
Instrument-Rated Meters: $ 0.904 per day, or 
Primary: $ 2.696 per day, or 
Transmission: $ 22.192 per day 

These daily metering charges apply to typical installations. Customers requiring specialized facilities are 
subject to additional metering charges that reflect the additional cost of the installation, (for example, a 
customer taking service at 230 kV). Adjustments to unbundled metering components will result in an 
adjustment to the bundled Basic Service Charge. 

Meter Reading: $ 0.058 per day 

Billing: $ 0.064 per day 

System Benefits Charge: $ 0.00297 perkWh 

Transmission Charge: $ 1.585 per kW 
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0 aps RATE SCHEDULE E-32 L 
LARGE GENERAL SERVICE (401 kW +) 

RATES (cont) 

Unbundled Standard Offer Service (cont) 

Delivery Charge: 

Secondary Service: 

Primary Service: 

Transmission Service: 

$ 15.068 
$ 8.186 per kW for all additional kW, plus 
$ 0.00011 per kWh, or 

per kW for the first 100 kW, plus 

$ 13.010 
$ 7.128 per kW for all additional kW, plus 
$ 0.00011 per kWh, or 

per kW for the first 100 kW, plus 

$ 8.203 per kW for the first 100 kW, plus 
$ 3.024 per kW for all additional kW, plus 
$ 0.00011 per kWh 

Generation Charge: 

$4.496 per kW, plus 
$0.05209 per kWh $0.03496 per kWh 

DIRECT ACCESS 

The bill for Direct Access customers under this rate schedule will consist of the applicable Unbundled Components 
Customer Accounts Charge, System Benefits Charge, and Delivery Charge, plus any applicable adjustments 
incorporated in this schedule. Direct Access customers must acquire and pay for generation, transmission, and 
revenue cycle services from a competitive third party supplier. If any revenue cycle services are not available tiom a 
third party supplier and must be obtained from the Company, the applicable Unbundled Components Revenue Cycle 
Service Charges will be applied to the customer’s bill. 

MINIMUM 

The bill for service under this rate schedule shall not be less than the applicable Bundled Standard Offer Service 
Basic Service Charge plus the applicable Bundled Standard Offer Service Demand Charge for each kW as 
determined herein. 

POWER FACTOR 

The customer deviation from phase balance shall not be greater than ten percent (10%) at any time. Customers 
receiving service at voltage levels below 69 kV shall maintain a power factor of 90% lagging but in no event leading 
unless agreed to by Company. Service voltage levels at 69 kV or above shall maintain a power factor of rt 95% at all 
times. In situations where Company suspects that a customer’s load has a non-confirming power factor, Company 
may install at its cost, the appropriate metering to monitor such loads. If the customer’s power factor is found to be 
non-conforming, the customer will be required to pay the cost of installation and removal of VAR metering and 
recording equipment. 
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RATE SCHEDULE E-32 L 
LARGE GENERAL SERVICE (401 kW +) 

POWER FACTOR (contl 

Customers found to have a non-conforming power factor, or other detrimental conditions shall be required to remedy 
problems, or pay for facilitiedequipment that Company must install on its system to correct for problems caused by 
the customer’s load. Until such time as the customer remedies the problem to Company satisfaction, kVA may be 
substituted for kW in determining the applicable charge for billing purposes for each month in which such failure 
occurs. 

DETERMINATION OF KW 

For billing purposes, the kW used in this rate schedule shall be the greater of the following: 

1 .  The average kW supplied during the 15-minute period (or other period as specified by an individual 
customer contract) of maximum use during the month, as determined from readings of the Company’s 
meter. 

2 .  80% of the highest kW measured during the six (6) summer billing months (May-October) of the twelve 
(12) months ending with the current month. 

3. The minimum kW specified in the agreement for service or individual contract. 

For the purpose of placement on this rate, the Average Monthly Maximum Demand shall equal the average of the 
Monthly Maximum Demands for the May through October billing cycles, as determined by the Company. If the 
Monthly Maximum Demands are not available for all six May through October billing cycles, the Average Monthly 
Maximum Demand will be based on the available information. For a new customer, the initial Average Monthly 
Maximum Demand will be based on the estimated maximum kW provided by the Customer and approved by the 
Company. 

The Monthly Maximum Demand shall be based on the average kW supplied during the 15-minute period of 
maximum use during the month as determined from readings of the Company’s meter. 

ADJUSTMENTS 

1. The bill is subject to the Renewable Energy Standard as set forth in the Company’s Adjustment 
Schedule REAC-1 pursuant to Arizona Corporation Commission Decision No. 703 13. 

2. The bill is subject to the Power Supply Adjustment factor as set forth in the Company’s Adjustment 
Schedule PSA-1 pursuant to Arizona Corporation Commission Decision No. 67744, Arizona 
Corporation Commission Decision No. 69663, Arizona Corporation Commission Decision No. 7 1448 
and 73183. 

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company’s 
Adjustment Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744. 

4. The bill is subject to the Environmental Improvement Surcharge as set forth in the Company’s 
Adjustment Schedule EIS pursuant to Arizona Corporation Commission Decision No. 69663 and 
Arizona Corporation Commission Decision No. 73 183. 

5 .  Direct Access customers returning to Standard Offer service may be subject to a Returning Customer 
Direct Access Charge as set forth in the Company’s Adjustment Schedule RCDAC-1 pursuant to 
Arizona Corporation Commission Decision No. 67744. 
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0 aps RATE SCHEDULE E-32 L 
LARGE GENERAL SERVICE (401 kW +) 

ADJUSTMENTS (cont) 

6. The bill is subject to the Demand Side Management Adjustment charge as set forth in the Company's 
Adjustment Schedule DSMAC-1 pursuant to Arizona Corporation Commission Decision No. 67744 
and Arizona Corporation Commission Decision No. 7 1448. 

7. The bill is subject to the applicable proportionate part of any taxes or governmental impositions which 
are or may in the future be assessed on the basis of gross revenues of A P S  and/or the price or revenue 
from the electric energy or service sold and/or the volume of energy generated or purchased for sale 
and/or sold hereunder. 

CONTRACT PERIOD 

For customers with monthly maximum demands greater than 400 kW, any applicable contract period will be set forth 
in the Company's standard agreement for service. At the Company's option, the contract period will be three (3) 
years or longer where additional distribution construction is required to serve the customer or, if no additional 
distribution construction is required, the contract period will be one (1) year or longer. 

TERMS AND CONDITIONS 

Service under this rate schedule is subject to the Company's Schedule 1, Terms and Conditions for Standard Offer 
and Direct Access Services and the Company's Schedule 10, Terms and Conditions for Direct Access. These 
schedules have provisions that may affect the customer's bill. In addition, service may be subject to special terms 
and conditions as provided for in a customer contract or service agreement. 
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0 aps RATE SCHEDULE E-32 M 
MEDIUM GENERAL SERVICE (101 kW - 400 kW) 

AVAILABILITY 

This rate schedule is available in all territory served by the Company at all points where facilities of adequate 
capacity and the required phase and suitable voltage are adjacent to the sites served. 

APPLICATION 

This rate schedule is applicable to all Standard Offer and Direct Access customers whose Average Monthly 
Maximum Demand is greater than 100 kW and less than or equal to 400 kW per month. 

The Company will place the Customer on the Applicable Rate Schedule E-32 XS, E-32 S, E-32 M, or E-32 L based 
on the Average Monthly Maximum Demand, as determined by the Company each year. Such placement will occur 
in the February billing cycle following the annual determination. The Company may also place the Customer on the 
Applicable Rate Schedule during the year, if the Customer has experienced a significant and permanent change in 
load as determined by the Company. Such placement will be based on available information. 

Service must be supplied at one point of delivery and measured through one meter unless otherwise specified by an 
individual customer contract. 

Rate selection is subject to paragraphs 3.2 through 3.5 of the Company's Schedule 1, Terms and Conditions for 
Standard Offer and Direct Access Services. This schedule is not applicable to breakdown, standby, supplemental, 
residential or resale service nor to service for which Rate Schedule E-34 is applicable. 

TYPE OF SERVICE 

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as 
may be selected by customer subject to availability at the customer's site. Three phase service is furnished under the 
Company's Schedule 3 (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase 
service is not furnished for motors of an individual rated capacity of less than 7-112 HP, except for existing facilities 
or where total aggregate HP of all connected three phase motors exceeds 12 HP. Three phase service is required for 
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is generally provided at 
secondary voltage, primary voltage when the customer owns the distribution transformer(s), or transmission voltage. 

RATES 

The bill shall be computed at the following rates, plus any adjustments incorporated in this rate schedule: 

Bundled Standard Offer Service 

Basic Service Charge: 
For service through Self-contained Meters: $ 0.672 per day, or 
For service through Instrument-Rated Meters: $ 1.324 per day, or 
For service at Primary Voltage: $ 3.415 per day, or 
For service at Transmission Voltage: $ 26.163 per day 
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0 aps RATE SCHEDULE E-32 M 
MEDIUM GENERAL SERVICE (101 kW - 400 kW) 

RATES (cont) 

Bundled Standard Offer Service (cont) 

Demand Charge: 

Secondary Service: 

Primary Service: 

Transmission Service: 

Energy Charge: 

$ 10.235 
$ 5.385 per kW for all additional kW, or 

per kW for the first 100 kW, plus 

$ 9.488 per kW for the first 100 kW, plus 
$ 4.695 per kW for all additional kW, or 

$ 7.368 per kW for the first 100 kW, plus 
$ 2.519 per kW for all additional kW 

Bundled Standard Offer Service consists of the following Unbundled Components: 

Unbundled Standard Offer Service 

Customer Accounts Charge: $ 0.126 per day 

Revenue Cycle Service Charges: 
Metering: 

Self-contained Meters: $ 0.403 per day, or 
Instrument-Rated Meters: $ 1.055 per day, or 
Primary: $ 3.146 per day, or 
Transmission: $25.894 per day 

These daily metering charges apply to typical installations. Customers requiring specialized facilities are 
subject to additional metering charges that reflect the additional cost of the installation, (for example, a 
customer taking service at 230 kV). Adjustments to unbundled metering components will result in an 
adjustment to the bundled Basic Service Charge. 

Meter Reading: $ 0.068 per day 

Billing: $ 0.075 per day 

System Benefits Charge: $ 0.00297 perkWh 

Transmission Charge: $ 1.585 per kW 

ARIZONA PUBLIC SERVICE COMPANY 
Phoenix, Arizona 
Filed by: David J. Rumolo 
Title: Manager, Regulation and Pricing 
Original Effective Date: January 1,2010 

A.C.C. No. 5807 
Canceling A.C.C. No. 5734 

Rate Schedule E-32 M 
Revision No. 1 

Effective: July 1,2012 
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0 aps RATE SCHEDULE E-32 M 
MEDIUM GENERAL SERVICE (101 kW - 400 kW) 

RATES (cont) 

Unbundled Standard Offer Service (cont) 

Delivery Charge: 

Secondary Service: 

Primary Service: 

Transmission Service: 

Generation Charge: 

$ 8.650 per kW for the first 100 kW, plus 
$ 3.800 per kW for all additional kW, plus 
$ 0.00649 perkWh,or 

$ 7.903 per kW for the first 100 kW, plus 
$ 3.110 per kW for all additional kW, plus 
$ 0.00649 perkWh, or 

$ 5.783 per kW for the first 100 kW, plus 
$ 0.934 per kW for all additional kW, plus 
$ 0.00649 perkWh 

I May - October Billing Cycles il November - April Billing Cycles 

DIRECT ACCESS 

The bill for Direct Access customers under this rate schedule will consist of the applicable Unbundled Components 
Customer Accounts Charge, System Benefits Charge, and Delivery Charge, plus any applicable adjustments 
incorporated in this schedule. Direct Access customers must acquire and pay for generation, transmission, and 
revenue cycle services from a competitive third party supplier. If any revenue cycle services are not available from a 
third party supplier and must be obtained from the Company, the applicable Unbundled Components Revenue Cycle 
Service Charges will be applied to the customer’s bill. 

POWER FACTOR 

The customer deviation from phase balance shall not be greater than ten percent (10%) at any time. Customers 
receiving service at voltage levels below 69 kV shall maintain a power factor of 90% lagging but in no event leading 
unless agreed to by Company. Service voltage levels at 69 kV or above shall maintain a power factor of i 95% at all 
times. In situations where Company suspects that a customer’s load has a non-confirming power factor, Company 
may install at its cost, the appropriate metering to monitor such loads. If the customer’s power factor is found to be 
non-conforming, the customer will be required to pay the cost of installation and removal of VAR metering and 
recording equipment. Customers found to have a non-conforming power factor, or other detrimental conditions shall 
be required to remedy problems, or pay for facilities/equipment that Company must install on its system to correct 
for problems caused by the customer’s load. Until such time as the customer remedies the problem to Company 
satisfaction, kVA may be substituted for kW in determining the applicable charge for billing purposes for each 
month in which such failure occurs. 

ARIZONA PUBLIC SERVICE COMPANY 
Phoenix, Arizona 
Filed by: David J. Rumolo 
Title: Manager, Regulation and Pricing 
Original Effective Date: January 1,2010 

A.C.C. No. 5807 
Canceling A.C.C. No. 5734 

Rate Schedule E-32 M 
Revision No. 1 

Effective: July 1,2012 
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0 aps RATE SCHEDULE E-32 M 
MEDIUM GENERAL SERVICE (101 kW - 400 kW) 

DETERMINATION OF KW 

For billing purposes, including determination of Monthly Maximum Demands, the kW used in this rate schedule 
shall be based on the average kW supplied during the 15-minute period of maximum use during the month as 
determined from readings of the Company’s meter. 

The Average Monthly Maximum Demand shall equal the average of the Monthly Maximum Demands for the May 
through October billing cycles, as determined by the Company. If the Monthly Maximum Demands are not available 
for all six May through October billing cycles, the Average Monthly Maximum Demand will be based on the 
available information. For a new customer, the initial Average Monthly Maximum Demand will be based on the 
estimated maximum kW provided by the Customer and approved by the Company. 

ADJUSTMENTS 

1. The bill is subject to the Renewable Energy Standard as set forth in the Company’s Adjustment 
Schedule REAC-1 pursuant to Arizona Corporation Commission Decision No. 703 13. 

2. The bill is subject to the Power Supply Adjustment factor as set forth in the Company’s Adjustment 
Schedule PSA- 1 pursuant to Arizona Corporation Commission Decision No. 67744, Arizona 
Corporation Commission Decision No. 69663, Arizona Corporation Commission Decision No. 7 1448 
and 73183. 

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company’s 
Adjustment Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744. 

4. The bill is subject to the Environmental Improvement Surcharge as set forth in the Company’s 
Adjustment Schedule EIS pursuant to Arizona Corporation Commission Decision No. 69663 and 
Arizona Corporation Commission Decision No. 73 183. 

5.  Direct Access customers returning to Standard Offer service may be subject to a Returning Customer 
Direct Access Charge as set forth in the Company’s Adjustment Schedule RCDAC-1 pursuant to 
Arizona Corporation Commission Decision No. 67744. 

6. The bill is subject to the Demand Side Management Adjustment charge as set forth in the Company’s 
Adjustment Schedule DSMAC-1 pursuant to Arizona Corporation Commission Decision No. 67744 
and Arizona Corporation Commission Decision No. 7 1448. 

7. The bill is subject to the Lost Fixed Cost Recovery mechanism as set forth in the Company’s 
Adjustment Schedule LFCR pursuant to Arizona Corporation Commission Decision No. 73 183. 

8. The bill is subject to the applicable proportionate part of any taxes or governmental impositions which 
are or may in the future be assessed on the basis of gross revenues of APS andor the price or revenue 
from the electric energy or service sold and/or the volume of energy generated or purchased for sale 
andor sold hereunder. 

ARIZONA PUBLIC SERVICE COMPANY 
Phoenix, Arizona 
Filed by: David J. Rumolo 
Title: Manager, Regulation and Pricing 
Original Effective Date: January 1,20 10 
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RATE SCHEDULE E-32 M 
MEDIUM GENERAL SERVICE (101 kW - 400 kW) 

CONTRACT PERIOD 

For customers with monthly maximum demands greater than 100 and less than or equal to 400 kW, any applicable 
contract period will be set forth in the Company‘s standard agreement for service. At the Company’s option, the 
contract period will be three (3) years or longer where additional distribution construction is required to serve the 
customer or, if no additional distribution construction is required, the contract period will be one (1) year or longer. 

TERMS AND CONDITIONS 

Service under this rate schedule is subject to the Company’s Schedule 1, Terms and Conditions for Standard Offer 
and Direct Access Services and the Company’s Schedule 10, Terms and Conditions for Direct Access. These 
schedules have provisions that may affect the customer’s bill. In addition, service may be subject to special terms 
and conditions as provided for in a customer contract or service agreement. 
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0 aps RATE SCHEDULE E-32 S 
SMALL GENERAL SERVICE (21 kW - 100 kW) 

AVAILABILITY 

This rate schedule is available in all territory served by the Company at all points where facilities of adequate 
capacity and the required phase and suitable voltage are adjacent to the sites served. 

APPLICATION 

This rate schedule is applicable to all Standard Offer and Direct Access customers whose Average Monthly 
Maximum Demand is greater than 20 kW and less than or equal to 100 kW per month. 

The Company will place the Customer on the Applicable Rate Schedule E-32 XS, E-32 S, E-32 M, or E-32 L based 
on the Average Monthly Maximum Demand, as determined by the Company each year. Such placement will occur 
in the February billing cycle following the annual determination. The Company may also place the Customer on the 
Applicable Rate Schedule during the year, if the Customer has experienced a significant and permanent change in 
load as determined by the Company. Such placement will be based on available information, 

The Customer will be billed on Schedule E-32 S or E-32 XS depending on the Monthly Maximum Demand for each 
billing cycle. 

Service must be supplied at one point of delivery and measured through one meter unless otherwise specified by an 
individual customer contract. 

Rate selection is subject to paragraphs 3.2 through 3.5 of the Company's Schedule 1, Terms and Conditions for 
Standard Offer and Direct Access Services. This schedule is not applicable to breakdown, standby, supplemental, 
residential or resale service. 

TYPE OF SERVICE 

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as 
may be selected by customer subject to availability at the customer's site. Three phase service is furnished under the 
Company's Schedule 3 (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase 
service is not fumished for motors of an individual rated capacity of less than 7-1/2 HP, except for existing facilities 
or where total aggregate HP of all connected three phase motors exceeds 12 HP. Three phase service is required for 
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is generally provided at 
secondary voltage or primary voltage when the customer owns the distribution transformer(s). 

RATES 

The bill shall be computed at the following rates, plus any adjustments incorporated in this rate schedule: 

Bundled Standard Offer Service 

Basic Service Charge: 

For service through Self-contained Meters: $ 0.672 per day, or 
For service through Instrument-Rated Meters: $ 1.324 per day, or 
For service at Primary Voltage: $ 3.415 per day 

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5808 
Phoenix, Arizona Canceling A.C.C. No. 5733 
Filed by: David J. Rumolo Rate Schedule E-32 S 
Title: Manager, Regulation and Pricing Revision No. 1 
Original Effective Date: January 1,2010 Effective: July 1,2012 
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oaps 

$0.10337 per kWh for the first 200 kWh per kW, plus 
$0.06257 per kWh for all additional kWh 

RATE SCHEDULE E-32 S 
SMALL GENERAL SERVICE (21 kW - 100 kW) 

$0.0871 8 per kWh for the first 200 kWh per kW, plus 
$0.04638 per kWh for all additional kWh 

RATES (cont) 

Bundled Standard Offer Service (cont) 

Demand Charge: 

Secondary Service: 

Primary Service: 

$ 9.828 per kW for the first 100 kW, plus 
$ 5.214 per kW for all additional kW, or 

$ 9.116 per kW for the first 100 kW, plus 
$ 4.502 per kW for all additional kW, or 

Bundled Standard Offer Service consists of the following Unbundled Components: 

Unbundled Standard Offer Service 

Customer Accounts Charge: $ 0.126 per day 

Revenue Cycle Service Charges: 
Metering: 

Self-contained Meters: $ 0.403 per day, or 
Instrument-Rated Meters: $ 1.055 per day, or 
Primary: $ 3.146 per day 

These daily metering charges apply to typical installations. Customers requiring specialized facilities are 
subject to additional metering charges that reflect the additional cost of the installation, (for example, a 
customer taking service at 230 kV). Adjustments to unbundled metering components will result in an 
adjustment to the bundled Basic Service Charge. 

Meter Reading: $ 0.068 per day 

Billing: $ 0.075 per day 

System Benefits Charge: $ 0.00297 perkWh 

Transmission Charge: 
Delivery Charge: 

Secondary Service: 

$ 1.585 per kW 

$ 8.243 per kW for the first 100 kW, plus 
$ 3.629 per kW for all additional kW, plus 
$ 0.00423 perkWh, or 

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5808 
Phoenix, Arizona Canceling A.C.C. No. 5733 
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0 aps 

May - October Billing Cycles 
(Summer) 

RATE SCHEDULE E-32 S 
SMALL GENERAL SERVICE (21 kW - 100 kW) 

November - April Billing Cycles 
d (Winter) 

RATES (cont) 

$0.09617 per kWh for the first 200 kWh per kW, plus 
$0.05537 per kWh for all additional kWh 

Primary Service: 

$0.07998 per kWh for the first 200 kWh per kW, plus 
$0.03918 per kWh for all additional kWh 

$ 7.531 per kW for the first 100 kW, plus 
$ 2.917 per kW for all additional kW, plus 
$ 0.00423 perkWh 

DIRECT ACCESS 

The bill for Direct Access customers under this rate schedule will consist oFthe applicable Unbundled Components 
Customer Accounts Charge, System Benefits Charge, and Delivery Charge, plus any applicable adjustments 
incorporated in this schedule. Direct Access customers must acquire and pay for generation, transmission, and 
revenue cycle services from a competitive third party supplier. If any revenue cycle services are not available from a 
third party supplier and must be obtained From the Company, the applicable Unbundled Components Revenue Cycle 
Service Charges will be applied to the customer’s bill. 

POWER FACTOR 

The customer deviation from phase balance shall not be greater than ten percent (1 0%) at any time. Customers 
receiving service at voltage levels below 69 kV shall maintain a power Factor of 90% lagging but in no event leading 
unless agreed to by Company. Service voltage levels at 69 kV or above shall maintain a power factor of F 95% at all 
times. In situations where Company suspects that a customer’s load has a non-confirming power factor, Company 
may install at its cost, the appropriate metering to monitor such loads. If the customer’s power factor is found to be 
non-conforming, the customer will be required to pay the cost of installation and removal of VAR metering and 
recording equipment. 

Customers found to have a non-conforming power factor, or other detrimental conditions shall be required to remedy 
problems, or pay For facilities/equipment that Company must install on its system to correct for problems caused by 
the customer’s load. Until such time as the customer remedies the problem to Company satisfaction, kVA may be 
substituted for kW in determining the applicable charge for billing purposes For each month in which such Failure 
occurs. 

DETERMINATION OF KW 

For billing purposes, including determination of Monthly Maximum Demands, the kW used in this rate schedule 
shall be based on the average kW supplied during the 15-minute period of maximum use during the month as 
determined From readings of the Company’s meter. 

The Average Monthly Maximum Demand shall equal the average of the Monthly Maximum Demands For the May 
through October billing cycles, as determined by the Company. If the Monthly Maximum Demands are not available 
for all six May through October billing cycles, the Average Monthly Maximum Demand will be based on the 
available information. For a new customer, the initial Average Monthly Maximum Demand will be based on the 
estimated maximum kW provided by the Customer and approved by the Company. 
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0 aps RATE SCHEDULE E-32 S 
SMALL GENERAL SERVICE (21 kW - 100 kW) 

ADJUSTMENTS 

1. The bill is subject to the Renewable Energy Standard as set forth in the Company’s Adjustment 
Schedule REAC-1 pursuant to Arizona Corporation Commission Decision No. 703 13. 

2. The bill is subject to the Power Supply Adjustment factor as set forth in the Company’s Adjustment 
Schedule PSA- 1 pursuant to Arizona Corporation Commission Decision No. 67744, Arizona 
Corporation Commission Decision No. 69663, Arizona Corporation Commission Decision No. 71448 
and 73183. 

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company’s 
Adjustment Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744. 

4. The bill is subject to the Environmental Improvement Surcharge as set forth in the Company’s 
Adjustment Schedule EIS pursuant to Arizona Corporation Commission Decision No. 69663 and 
Arizona Corporation Commission Decision No. 73 183. 

5.  Direct Access customers returning to Standard Offer service may be subject to a Returning Customer 
Direct Access Charge as set forth in the Company’s Adjustment Schedule RCDAC-1 pursuant to 
Arizona Corporation Commission Decision No. 67744. 

6. The bill is subject to the Demand Side Management Adjustment charge as set forth in the Company’s 
Adjustment Schedule DSMAC-1 pursuant to Arizona Corporation Commission Decision No. 67744 
and Arizona Corporation Commission Decision No. 71448. 

7. The bill is subject to the Lost Fixed Cost Recovery mechanism as set forth in the Company’s 
Adjustment Schedule LFCR pursuant to Arizona Corporation Commission Decision No. 73 183. 

8. The bill is subject to the applicable proportionate part of any taxes or governmental impositions which 
are or may in the hture be assessed on the basis of gross revenues of A P S  and/or the price or revenue 
from the electric energy or service sold and/or the volume of energy generated or purchased for sale 
and/or sold hereunder. 

CONTRACT PERIOD 

For customers with monthly maximum demands greater than 20 and less than or equal to 100 kW, any applicable 
contract period will be set forth in the Company’s standard agreement for service. At the Company’s option, the 
contract period will be three (3) years or longer where additional distribution construction is required to serve the 
customer or, if no additional distribution construction is required, the contract period will be one (1) year or longer. 

TERMS AND CONDITIONS 

Service under this rate schedule is subject to the Company’s Schedule 1, Terms and Conditions for Standard Offer 
and Direct Access Services and the Company’s Schedule 10, Terms and Conditions for Direct Access. These 
schedules have provisions that may affect the customer’s bill. In addition, service may be subject to special terms 
and conditions as provided for in a customer contract or service agreement. 
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I .  

LlTCHFlELD PARK SERVICE CO 

aps.com 

Your electricity bill 

Your account number: 342122282 - Bill date: November 27,2072 
For service at: 19 locations 

Questions or Office Locations? 
Call 602-371-6767, 
Mon - Fri, 7.30am - 5.00pm 

602-371 -6861 (Phoenix) 

Summary of what you owe 

$141'387'87 Website. aps.corn Amount owing on your previous bill 

Less Payment made on Nov 5, thank you -$141,387.87 Para servlclo en espafiol llame a1 

Less SurePay discount -$0.48 
Equals Your balance forward -$0.48 
Plus Your new charges (details on followmg pages) 

Cost Of electricity (with taxes and fees) $1 15,235.88 

$1 15,235.40 Equals Total amount due 

We will debit your checking or savings account 
for $1 ff,235.4U on December 6,2012. - -  - 

Thank you for your consistent and timely payments. We value your 
business 

j 
x 

Page 1 of 23 See page 2 for more information. 
When paying in person, please 

bring the bottom portion of your bill. 

Your account number Bill date 

Mailing address or phone number change? 
Please d l  602-3714767 

(c) aps 342122282 November 21,2012 

LITCHFIELO PARK SERVICE CO 
ATTN: WELL SITE 10AL 
STE 01 01 
12725 W INDIAN SCHOOL RD 
AVONDALE AZ 85392-9524 

13N1209 



Things you need to know 
Contrcling APS 

0 E-mail us at aps@aps corn 
Call us at 
602-371 -6767 (Phoenix) or 800-253-9407 (Other areas) 
Mon-Fn. 7 30 am - 5 00 pm 

602-371-6861 (Phoenix) o 1-800-252-9410 (Otras areas) 
Para sei-viw en espaiiol llame al 

Hearing impaired 

Ey mail APS, Station 3200. PO Box 53933, 
Phoenix AZ 85072-3933 

Blue Stake -Before you dig, call 
81 1 or 800-782-5348 from anywhere within Arlzona 
Electrical ernergencles other than power outages. call 
602-258-5483 (Phoenix) or 800-253-9408 (Other areas) 

Important billing and collection information 

Make checks payable to AfS and mail fa 
APS. PO Box 2906, Phoenu AZ 85062-2906 
Credlt and Collectms 
602-371-7607 (Phoenix) or 7-800-253-9409 (Other areas) 
All bills for utillty setvices are due and payable no later than 15 days 
fmm the date of the bill Any payments not received within this time 
frame shall be considered delinquent and are subject to a late 
payment charge of 1 5% per month 
If your power IS shut off for non-payment. you must pay all the 
delinquent amounts and a deposit or additional deposit before power 
IS restored 
When you provide a check as payment, you authorize us either lo 
use information from your check to make a one-time electronic funds 
transfer from your account or lo process the payment as a check 
transaction When we process your check electronically you will not 
recelve your check back from your financral instdullon and funds 
may be wltMrawn from your account on the same day we receive 
your payment 

U t i l i  regulalions and rates (Not an APS payment slte) 
EIectncity regulations and rates are approved by 
Anzona Corporation Commission. 
1200 W Washington, Phoenix A2 85007 
602 5424251 (Phoenix) or 1800-222-7000 (Other areas) 
www cc state az us 

Dial 71 1 - A2 Relay Service 

Page 2 of 23 
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Row Labels Sum of Amount 
8600-20009-EXPO01 1447.84 
8600-2-0100-50-5455-0000 47095.84 
8600-2-0100-52-5455-0000 24389.46 
8600-2-0200-50-5455-0000 134.05 
8600-2-0200-52-5455-0000 42146.05 
8600-2-0200-54-5455-0000 I 22.16 I 



. I  

aps.com 

Your electricity bill LlTCHFlELD PARK SERVICE CO 

Total Other charges 

Service number Serwce address used (kWh) demand (kW) and credits ($) 

B d M  Total electncity 
charges 6) 

9119362288 14222 W McDowell Rd - 
Ses #2, Goodyear 

3,000 Amp Service f, - -./ 2091 00 543 0 $0 00 $1 8,665 45 m8S30283 4091 N Dysart Rd 
Resv, Avondale 

____ Water Plant ‘ i’ 124000 454 0 $0 00 $12,071 70 7404851 284 13570 Plaza Cir 

2077850280 3840 N Dysart Rd 

8541S91288 

Bldg Corn Lck, Ltchfeld Park 
-_ $4,378 ___ 82 

$0 00 $3,38913 

$0 00 82 0 Lltchfield Park Servlce CO L.J 54600 

Well 2, Avondale 
Lkhfeld Park Servce CO 
6355 N El Mirage Rd 

- 63 0 ’- 1 41813 ____--__-__ 

I .  Well 4al, Glendale 

Litchfeld Park Service CO 170480 246.0 $0.00 $1 2,954.32 mm- 4307 N 127 Ave 
Well 4, Litchfeld Park 

1530 N Sarival Ave 
Goodvear 

112.0 $0.00 $5,269 03 ___- Town Well 4 j.., i 66400 
21 26802286 

Litchield Park Service CO 1 , ’ 3160 $0 00 $1,447.84 
83.0 

12660 W Indian School Rd 0030SO 1288 
Well 6, Litchfeld Park 
Litchfeld Pk Service CO 

s 8  4832 N Litchfeld Knoll 
E Lift Bldg E, Litchfeld Park 

2023862281 6302 N El Mirage Rd 
PumD. Litchfield Park 

160 130 0 $0.00 $595 56 

J l  0 -_- 0 0  ---_I_ $0 00 $2- __ ___-- L~tchfield?Ek~!z!!EGO- _- - . -.____ 

$0.00 $12 298 34 --------A -- 398.0 ~ _ _ _ ~  
- _ -  - 

Airline Reservoier And Pumping I 118560 
3074s6y2%2----1952 N Dysart Rd 

Good yea; 
Litchfleld Park Service CO J - 1040 
291 0 N Bullard Rd 

112.0 $0 00 $1,606.55 
152OS11283 

Goodvear 
2 0 0  ~ $0 00 $22 16 

--- 842 -------- 6 0  - $0 00 - $1 3&05 

$0 00 $1,31787 
7828852283 

-_- Litchfleld Park Service CO 49840 $0 00 $4,304 02 
89 0 

2837850288 4450 N 127 Ave 

~ - ~ -  Town Well T 5 29960 1190 $0 00 $2,992 87 4281 831285 

-- __I __I-__-____ Lltchfield Park Servce CO 
7071 572288 

Litch6eld Park Service CO 

Goodyear 
Litchfeld Park Servce CO 
6024 N El Mirage f%d-- 
Lltchfield Park 
lkhf ield Park ~3E%!CO_--- - __ 1600 __- __ - 90 0 
5247 N El Mirage Rd 
Litchfkld Park 

mS9GG- 6803 N Dysart Rd 

8413S52285 

Well 5, Litchfkdd Park 

15521 W Minnezona Ave 
Well, Goodyear 

15624 W Charles Blvd 
Goodyear 

I09600 162 0 $0 00 $8,781 a i  

-- 28 0 - -- - $0 00 $1,505 85 15720 - - _- -. - .. Wejl 20b- -i---- - 

I Page 3 of 23 



Your electricity bill 
November 21. 2012 

Summary of charges 
Service number Senrice address 

LlTCHFlELD PARK SERVICE CO Your account number 
3421 22282 

by service address 
Total electricfty Billed Other charges Total 

used (kwh) demand (kW) and credlts ($) charges ($) 
~ -. 

591 OS61 286 14222 W McDowell Rd 

Goodyear $0 00 $23,481 08 Litchfeld Park Servlce CO 294600 630.0 
4 291477 $0.00 $1 15,235.88 Total 

x 
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apsxom 

Your electricity bill 
November 21,2012 3421 22282 

LlTCHFlELD PARK SERVICE CO 

New charges for 14222 W McDowell Rd Ses #2 

Your service plan: E-32 L 
Service number: 9119S62288 
DBA: 3,000 Amp Service 

Charges for electricity services 
Cost of electricity you used 
-e $17 43 
Del ivetyservce charge __ __ $23 00 
Demand charae - del tvew $5,13= 

$629 34 Environmental - - ___ benefits surcharge 
Federal environmental improvement surcharae $0 00 
System benefb charge $621.03 
Power3ujpJ adjustment* - -$a73 62 

$26 22 Metering* -- 

___ 
-- I 

_l__l_ 

Meter reading- $1.68 
Billing* $1.86 
e n e r a t i n  of electriciw $7,310.14 
__ Demand-charueneration* ___ $2,441 33 

~~~ ~ ~~ ~ 

Federal transmission and ancillary services* 

Cost of electricity you used 

$860.66 
$440.92 

$16,633.1 9 

Taxes and fees 
$32.98 

State sales tax $1,121.97 
Regulatory assessment ---- 

County sales tax $11900 
$424 99 2tLs!f?staX.- - ____ -- 

FranchEe fee -__ $333.32 
$18,665.45 Cost of electricity with taxes and fees 

I Total charges for electricity services $1 8,665.45 

These services are currentfy provided by APS but mey be provided by  
a competitive supplier. 

Meter number: a21851 
Meter reading cycle: 03 

Amount of electricity you used 
21 499 Meter reading on N O ~  3 

Read difference is 697 
Multiplier applied to the read difference 300 
Total electricity you used, in kwh 2091 00 

1 81 Demand meter reading 
300 

543 0 
543.0 

_- 
Meter reading on Oct 5 2087jZ 

- - - __ - _--- 
Multiplier applied to the read 
G u r  total demand in kW 
Your billed demand in kW 

____ - 

Average daily electricity use per month 

kwh 
10231 

8184 

6138 

4092 

2046 

0 - - - 
Jan Feb Mar Apr May Jun Jul Aug Sap Oct Nov Dec 

iI) B 
5 

a 2 0 1 1  1 2 0 1 2  4 

Comparing your monthly use 
This month 

Thffi month Last month lastyear 
Billing days 29 29.---31 

_- Average outdoor temperature 74" 85" - 75" 
__ Your total use in kwh 209100 220800 252600 
Your blled demand in kW- 543.0 5670 5820 
Your average daily cost $643 63 $820 22 $680 24 

X 
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Your electricity bill 
November 21,2012 

LITCHFJEFD PARK SERVICE CO Your account n um ber 
3421 22282 

New charges for 4091 N Dysart Rd Resv 

Your service plan: E-221 Rate 
Service number: 0548830283 
DBA: Water Plant 

Charges for electricity services 
Cost of electricity you used 

.- 

Taxes and fees 
Regul&oxassessment $21 72 
State sales tax $738 91 
County sales tax $78 37 
City sales tax $58 18 
Franchise fee $21 9 52 

$12,071 10 Cost of electricity with taxes and fees 

Total charges for electricity services $12,071 . I O  

- 

- -- 

Meter number: (21889 
Meter reading cycle: 17 

Amount of electricity you used 
Meter rendinn o n  Oct 25 16401 

a -  -=-L.--- ______ 
15626 _____ --- -- Meter reading on Sep 26 - Kead difference is ff5 

Multiplier applied to the read difference 160 
Total electricity you used, in kWh 124000 

Demand meter reading 284 ___ _____.__ -_ - 
1 60 

454 4 
454.0 

__ Multiplier applied to the read 
Your total demand in kW 
Your billed demand in kW 

- 

Average daily electricity use per month 

kWh 
5734 

4587 

3440 

2293 

1146 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

El2011 a2012 

Comparing your monthly use 
This month 

This month Last month last year 
30 29 Billing days ---29__ -____- 

Average outdoor temperature 80" 89" 83" 
124000 120800 144000 Your total use in kWh 

Your bllled demand in kW - - _I 4540- 5040 504% 
Your average daily cost $416 24 $401 50 $478 86 

__ 

_ _ _ _ _  

X 
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Your electricity bill LlTCHFlELD PARK SERVICE CO 
November 21, 2012 3421 22282 

New charges for 13570 Plaza Cir Bldg Corn. Lck 

Your service plan: E-221 Rate 
Service number: 7404S51284 
DBA: Litchfield Park Service CO 

1 Charges for electricity services 
Cost of electricity you used 
Customer account charge $16.46 
-_ Energyshae- - $3,742- 
&amand charge - ______-____ $193 27 
- Environmental benefits surcharge $182 sS_ 

Power supply adpstment* -$228.12 
Federal environmental improvement surcharge $0.00 

Meter number: P60325 
Meter reading cycle: 16 

Amount of electricity you used 
42929 Meter reading on Oct 24 

Read difference is 1365 
Multiplier applied to the read difference 40 
Total electricity you wed, in kWh 54600 

Demand meter readinn 2.05 

__ ____ 
Meter reading on Sep 26 4 s a  

Federal transmisston cost a$ustment* $66.58 
Cost of electricity you used $3,973.73 

Multiplier applied to the read - 40 __ 
Your total demand in kW 82 0 
Your billed demand in kW 82.0 

Taxes and fees 

State sales tax $ z G i 4  

City sales tax $21.1 1 

Regulatory assessment $7.88 

County sales tax $28.43 

Franchise fee $79.63 
Cost of electricity with taxes and fees $4,378 82 

__ _.-__I-_ ____________ ~. 

Total charges for electricity services w,na .a2  

Average daily electricity use per month 

kwh 
1951 

1562 

1171 

780 

390 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dee 

0 2 0 1 1  ma12 

Comparing your monthly use 
This month 

This monlh Last month last year 
Billing days  
Average outdoor temperature 
Your total U W ~ W  
Your billed demand in kW 

28 34 

_____ 54600 ____ --x57% - 
82 0 82.0 

Your average daily cost $ I  56 38 $I  49.99 

77"-- -- 88" -- 

___--____- 

28 
79" 

53240 
81 0 

$1 56 29 

- -  
- -__- 
- _ _ _  

X 
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Your electricity bill 
November 21,2012 

LlTCHFlELD PARK SERVICE CO Your account number 
342122282 

New charges for 3840 N Dysart Rd Well 2 

Your service plan: E-221 Rate 
Service number: 2037S50280 
DBA: Litchfield Park Service CO 

Meter number: M35902 
Meter reading cycle: 16 

Charges for electricity services Amount of electricity you used 
26240 
84427 

~- Meter reading on Oct 24 
Customer account charge $16 46 Meter reading on Sep 26 

_______ 
Cost of electricity you used 

EnergycharQL-- - ~ _ _ -  
- 

$2,869 72 Total electricw YOU used, in kWh 41813 
~ _ _  
$148 49 Demand charge __ - _ _ _ _ . ~ _  

Environmental benefits surcharge $1 64 6 Demand meter reading 
Federal envrronmental improvement surcharae $0.00 Your billed demand in kW 

~ ___ 63.00 
63 .O 

Power supply adjustment* -$I 74.69 
Federal transmission cost adjustment* - $51 . I6  

$3,075.60 Cost of electricity you used 
___ 

Average daily electricity use per month 
Taxes and fees kwh 

$6.10 
State sales tax $207.46 

Clty sales tax $16 34 
Franchise fee $61.63 
Cost of electricity with taxes and fees 

- RQuktory assessment __ ____ 

County sales tax $22 00 

- 

Total charges for electricity services $3.389.13 

1537 

1229 

922 

614 

30 7 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

02011 a2012 

Comparing your monthly use 
This month 

This mofi-Last month last year 
Billing days- 2_8--_- 34 28 

Your total use in kwh 41813 -YO61 41544 
Your blled demand - in kW 63.0 _-_____ 630 6 2 0  
Your average daily cost $121.04 $11733 $12956 

Averaae outdoor temperature 78" 88" 79" 
- 

Comparing your monthly use 
This month 

This mofi-Last month last year 
Billing days- 2_8--_- 34 28 

Your total use in kwh 41813 -YO61 41544 
Your blled demand - in kW 63.0 _-_____ 630 6 2 0  
Your average daily cost $121.04 $11733 $12956 

Averaae outdoor temperature 78" 88" 79" 
- 

X 
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Your electricity bill LITCHFIELD PARK SERVICE CO Your account n u m b 7  
November 21,2012 342122282 

New charaes for 6355 N El Miraae Rd Well 4al 

Your service plan: E-221 Rate 
Service number: 8541 S91288 
DBA: Litchfield Park Service CO 

Meter number: QZl392 
Meter reading cycle: 14 

Charges for electricity services Amount of electricity you used 
Cost of electricity you used 

Dern.and__ct?EB?_ - $579 82 

Customer account charge $1705 
E_neLwchAr= -~ - $1 1,6232  

Enjirymental benefits surcharge - $341 69 
Federal environmental improvement surcharge $0 00 
Power supply adiustment* -$712.27 
Fgderal transmission costidiustment' $1 99.75 
Cost of eiectrlcity you used $1 2,049.1 0 

56379 Meter reading on Nov 20 
Meter reading on Oct 22 54248 
Read difference is 21 31 
Multiplier applied to the read difference 80 

170480 Totat electricity you used, in kWh 

Demand meter readina 3.07 

______ 

80 
245.6 

Multiplier applied to the read _ ~ _ _  
Your total demand in kW 
Your billed demand in kW 

Taxes and fees 
246.0 

-. Regulatory assessment $23.89 

$84,51 
State sales tax . .  

City sales tax $0.00 

$796.82 Average daily electricity use per month County sales tax 

Franchise fee 
Cost of electricity with taxes and fees 

kWh 
- -  - _ _  - I 6240 

4992 

Total charges for electricity services $12,954.32 3744 

2496 

I 248 

$12,954.32 

0 - i 
m 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec -? 

El2011 a2012 f 
3 

c" 4 

Comparing your monthly use 
This month 

This month Last month last= 
Billing days --29 __ 31 _._I-__ 29 __ 
Averaae outdoor temperature 67" 80" __ I ____ 68" 

170480 182560 180240 Your total use in kwh 
Your billed demand in kW 2460 2470 2620 
Your average dally cost $44670 $44271 $47920 

_--- ____--- 
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Your electricity bill 
November 21,2012 

LlTCHFlELD PARK SERVICE CO Your account number 
3421 22282 

New charges for 4307 N 127 Ave Well 4 

Your service plan: E-221 Rate 
Service number: 5157850286 
DBA: Town Well 4 

Charges for electricity services 
Cost of electricity you used 
Customer account charqe $16 46 

$4,594 98 - Energy charge ______- 
$263 98 Demand charge -___--__ ~ - 

Environmental benefb surcharge $211 91 
$0 00 Federal environmental Improvement surcharge 

Power supply ad]ustment* -$277 42 
Federal transmlsslon cost adlustment. $90 94_ 

-- 

-~ 
Cost of electrtcity you used $4,900 85 

Taxes and fees 
$9 72 Regulatory assessment -.___--__-- - 

$324 10 State sales tax ~- 
County sales tax $34 37 
City sales tax $0.00 
Franchise fee $0 00 

- 
Cost of electricity with taxes and fees 

Total charges for electricity services 

$5,269 04 

$5,269.04 

Meter number: F95302 
Meter reading cycle: 16 

Amount of electricity you used 
Meter read ing on Oct 24 
Meter reading on Sep 26 
Read difference is 
Multipller applied to the read difference 
Total electricity you used, in kWh 

7641 2 
74752 

1660 
40 

66400 

~ ___________-__ __--__ - 

________ 
--- 

Demand meter reading 2 81 
40 

Your total demand in kW 1124 
Your billed demand in kW 112.0 

____ __ ___ _. --.I ~ _ _ _  -- 

- Multlpler applied to the read ___ 

Average daily electricity use per month 

kWh 
260 1 

2081 

1560 

1040 

520 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

a 2 0 1 1  M2012 

Comparing your monthly use 
This month 

Thismonth Last month lastyear 
Billing days 2_8 _ _ ~ _ ~  33 3 0  
__ Averaesutdoor temperature 77" 88" ___~_ 

Your billed demand in kW 1129 1120 1120 

79" 
__ Your -__ total use in kWh 66400  61760 51600 

$18818 $15091 $14728 Your average daily cost 

X 
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Your electricity bill 
November 2 1,20 12 

LlTCHFlELD PARK SERVICE CO 
3421 22282 

New charges for I530 N Sarival Ave 1 
Your service plan: E-32 XSIS 
Service number: 2126S02286 
DBA: Litchfield Park Service CO 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $4.03 
_- Delive_ly - servce charge $133.7 

$684.17 Demand charge ~ delivery - ----_I_- 

$1 02 39 @vtronmentaLbgngfks surcharge _---- 
Federal environmental improvement surcharge $0 00 
System benefits charge $9 39 
&yer supply adjustment' -$I 3 20 

$33 76 Metering* 
Meter readmg* $2 18 
Bill in@ $2 40 

$252 74 Generaton of electrcrty' 
__ Federal transmlssion and ancillary services* $131 56 
Federal transmlsslon cost adjustment* $67 40 
Cost of electricity you used $1,290.19 

_________ 

__--__~_II- 

Taxes and fees 
Regulatory assessment $2 56 

$87 03 State sales tax -_ -__ 
County sales tax $9.23 
City sales tax $32.97 
__I_ Franchise -- fee __ $25.86 
Cost of electricity with taxes and fees $1,447.84 

Total charges for electricity services $1,447.84 

' These services are currently provided by APS but may be provided by 
a competitive supplier. 

Meter number: 307928 
Meter reading cycle: 03 

Amount of electricity you used 
5161 Meter reading on Nov 5 

Meter reading on Oct 4 5082 
Read difference is 79 

46 
Total electricity you used, in kWh 3160 

______^_ - _____ 

Multiplier applied to the read difference 

2.07 
40 

82 8 

_- Demand meter reading 

Your total demand in kW 
Multiplier applied to the read __ __ - __ ._ -- -_ 

Your billed demand in kW 83.0 

Average daily electricity use per month 

kwh 
120 

96 

72 

48 

24 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

a2011 .a12 

Comparing your monthly use 
Thls month 

LO LO =L -. Billing days - 
Average qitdWr temperature 74" 85" 74" 

__-_____ Your total use 1 1 1  n v v i  

Your bllediemand m kW 
Your 

___-- 
83 0 160 220 

$1597 $2055 .- - .  average daily cost $43.24 

X 
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Your electricity bill LITCHFIELD PARK SERVICE CO Your account number 
November 21,2012 342122282 

New charqes for 12660 W Indian School Rd Well 6 

Your service plan: E-221 Rate 
Service number: 0030501288 
DBA: Litchfield Pk Service CO 

Charges for electricity sewices 
Cost of electricity you used 
Customer account charge $0 00 

$0 00 __- EnergyLharge __ --- 
$0 00 Demand charge _ _ _ _ ~ _  __ 

$1 27 02 
Federal environmental improvement surcharge $0 00 
Power supply adjustment* -$0 67 

$1 05 56 
$322 03 

~ _ . _ _  Environmental benefhxcharge 
- 

Federal transmisston cost W t m e n t *  

Cost of electrtcity you used 

Taxes and fees 
Regulatory assessment $1 10 

City sales tax $0.00 
Franchise fee $0.00 

$595.56 

$595.56 

State sales tax $36 63 
County sales tax $3.89 

-_I_________ 

Cost of electricity with taxes and fees 

Total charges for electricity services 

Meter number: F95304 
Meter reading cycle: 16 

Amount of electricity you used 
Meter reading on Oct 24 953 

95 1 Meter reading on Sep 26 
Read dtfference IS 2 

80 
160 

______ __ __ - - - ._ _ - - ~  
- 

Multiplier applied to the read difference 
Total electricity you used, in kWh 

Demand meter reading 0 00 _ _ _ ~ _ _  _. _ _ ^ _ _ _ _ _ _ ~ _  __ __ - ~- 

80 Multiplier apylied to the read - I 
Your total demand in kW 0 0  
Your billed demand in kW 130.0 

130 is the highest kW used in the last 12 months 

Average daily electricity use per month 

kWh 
3080 

2464 

1848 

1232 

616 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

El2011 m 2 0 1 2  

Comparing your monthly use 
This month 

This month Last month last Le% 
30 Billing days 28 

Your total use in k w h  160 160-__ $60 
1300 1300 1290 Your billed demand in kW -. __ 

Your average daily cost $2127 $1813 $1964 

____.- - - __ _____~__--- 
33 ___ -- 

Average outdoor tempe)atge- __ - 77" 88" 79" 
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Your electricity bill 
November 21,2012 3421 22282 

LITCHFIELO PARK SERVICE CO 

New charcles for 4832 N Litchfield Knoll E Lift Blda E 

Your service plan: E-32 XSlS 
Service number: 6474S90288 
DBA: Litchfield Park Service CO 

Meter number: P91235 
Meter reading cycle: 13 

Charges for electricity services Amount of electricity you used 
Cost of electricity you used 
Customer account charge $3 40 

$0 00 - Delivery-se_Ee _- charge _-- -__ 
Demand charge - delivery- $0.00 

$0 00 ----___---_I__ Environmental benefits surchargg - 
Federal environmental tmprovemen t surcharge $0 00 
System benefits charge $0 00 
~ ~ ~ L w @ L a ~ ~ ~ ~ e E ~ -  ~ -- ___ $0 00 
Metering' ____ - $1 088 
Meter readma' $1 84 
Biiing* $2 03 

$0 00 @zzeJaLon of electrrcity* 
FedLra_l kansmlsslon and ancillary services' $0 00 
Federal transmission cost adtustment* $0 00 
Cost of electrrcity you used $18 15 

-- -- - 
----- 

-^_.-___ 

Taxes and fees 
$0.04 Regulatory awAsment -_I_ 

State sales tax $1 22 
County saies tax $0.13 
City saies tax $0 14 

$0 34 Franchise fee 
$20 02 

_____-- i__ _- -__ ___---__ 
Cost of electricity Wru, taxes a d  fees 

0 

0 

- .- - Meter reading on Nov 19 -- 
Meter reading on5- 0 
Total electricity you used, in kwh 

Demand meter reading 
Your billed demand in kW 

0.00 
0.0 

Comparing your monthly use 
Thls month 

This month Last month last  pa^ 

Billing days 27 32 29 
Average outdoor temperature 66" - 79" 66.- 
Your total use in k w h  0 0 0 
- Your billed demand in kW- 00 ___- 0 0  0 0  
Your average daly cost $074 $074 $074 

_ _ _ - ~ -  

Total charges for electricity services $20.02 

* These services are currently provided by APS but may be provided by 
a competitive supplier. 

I Page 13 of 23 



Your electricity bill 
November 21,2012 

LlTCHFlELD PARK SERVICE CO Your account number 
342 I 22282 

New charges for 6302 N El Mirage Rd Pump 

Your service plan: E-32 M 
Service number: 2023S62281 
DBA: Airline Resenroier And Pumping 

Charges for electricity sewices 
Cost of electricity you used 
Customer account charge $3 65 
Delivery S- charge $769 45 

$1,997 40 Demand charge - delivery 
Environmental benefb surcharge $488 92 
Federal environmental mprovement surcharge $0 00 
System benefits charge $352 12 

-$495 34 __ Power __ -. su&y_adiustment* 
$30 60 __  Mef-er'm*- __ --_- 

Meter readinq* $1 97 
Bit1 ing* $2 18 
Generaton of electricity* $7,334 02 
Federal transmission and ancillary services" $630 03 
Federal transmlsslon cost adiustment* $323 18 
Cost of electrlclty you used $11,438 96 

--__ - 
__-__- 

-- - 

- 

Taxes and fees 
RegYA!cu!s~-.-..-.- ___- 

County sales tax $80.23 
City sales tax $0.00 

EE.D!ase fee_- ---___-.- $0.00 

$22.68 
%ksalestax.-- $756.47 

Cost of electricity with taxes and fees $12,298.34 

Total charges for electricity services 

These services are currentry provided by APS but may be provided by 

$1 2,298.34 

a competitjve supplier. 

Meter number: (221834 
Meter reading cycle: 14 

Amount of electricity you used 
19724 
18983 

741 
160 

11 8560 

2 49 
160 

398 4 
398 0 

________ - _ _  - Meter readmg on Nov 20 
Meter reading on Oct 22 
Read dlference is 
Multrplter applled to the read difference 
Total electricity you used, in kWh 

Demand meter reading 
Multiplier applied to the rea_d_- 
Your total demand in kW 
Your billed demand in kW 

-- _- 
--____ 

_____ - _ _ - - -  

Average daily electricity use per month 

kWh 
451 1 

3608 

2706 

1804 

902 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

0 2 0 1 1  .2012 

Comparing your monthly use 
This month 

Thls month Last monftr last v e x  
Bill ln!zd2s- ------__19 __I -31 - 29 

%rage outdoor te_mpera&re 66" 79" 67" 
Your total use in k w h  118560 125440 126565 
Your billed demand in kW 3980 291 0 3120 
Your average daily cost $424 08 $41 7 51 $380 22 

_ _ ~ - ~ - -  

~ - _ _ _ _  ____ 

X 
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Your electricity bill LITCHFIELD PARK SERVICE CO 
I November 21, 2012 342122282 

New charges for j952 N Dysart Rd I 

Your service plan: E-32 M 
Service number: 9074862282 
DBA: Litchfield Park Service CO 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $3 65 

$6 75 De&ea setvce charge 
_ _  Demand charge2k&very $91 0 60 
EnvironmentaLbsne2kj surcharge $11571- 
Federal envronmentai improvement surcharge $0 00 
System benefits charge $3 09 
Power Wph-adystment* -$4 34 

$30 60 - Meterg" 
Meter reading* $1 97 
Bill ing* $2 18 

$92 96 generation of electricity* ___- 
---__- Federal transm ission ____ and ancillary_serv!ces* __ $ I n  52 
Federal transmisson cost adiustment* . $90 94 
Cost of electricity you used $1,431 63 

_ _ _ ~  - 

_-__ ---- -- 

Meter number: P60356 
Meter reading cycle: 17 

Amount of electricity you used 
5371 8 Meter reading on Oct 25 

Meter reading on Sep 26 53692 
Read dtfference rs 26 
Multiplwr appiled to the read difference 40 
Total electricity you used, in k w h  1040 

2 80 
40 

1120 
112.0 

- 

Demand meter ________- reading - 
Multiplier applied to the read 
Your total demand in kW 

~- 

Your bilbd demand in kW 

Average daily etectricity use per month 

kWh 

Taxes and fees 
ReAuEory assessment $2.84 

$% 57 state sales tax _. -. 

County sales tax $10.24 
City safes tax $36 58 

$28.69 
Cost of electricity with taxes and fees $1,606 55 
- Franchise fee ___ _______ __ ~- 

Total charges for electricity services $1,606.55 

These services are curenfly provided by APS but may be provided by 
a competitive supplier. 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
2 m 
2 

a2011 m2012 w ", 

Comparing your monthly use 

I Average outdoor temperature 78" 88" _-_ 

This month 
Thts month Last month last year 

29 Billing days 2 9 -  - 30 
79" 

-- Your total use in kWh 1 H O  55720 62c43 
Your billed demand in kW 112 0 1 I I .O 103 0 
Your average daily cost $5539 $20299 $23520 

-. __ 

I X 
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Your electricity bill 
November 2 1.201 2 

LlTCHFiELD PARK SERVICE CO Your account number 
342122282 

I New charges for 2910 N Bullard Rd 

Your service pian: E-32 XSlS 
Service number: 1520SI 1283 
DBA: Litchfield Park Service CO 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $3 65 
Delivery servlce charge $0 08 

$0 00 Demand charge - delivery __- 
$0 02 Environmental benefits surcharge ---__- 

Federal envlronmental Improvement surcharge $0 00 
System benefits charge $0 01 
Power supply adlustment* $0 01 
Mer&*-- ..--___ $1 1.69 
Meter reading* $1.97 
Billing* $2.1 8 
Generaton of electricity* $0 14 
Federal transmisslon _^__.- and ancillary services' $0.01 
Federal transmlssion cost adjustment* $0.01 
Cost of electricity you used $1 9.75 
-- 

Taxes and fees 

State sales tax $1 33 
County sales tax $ K 4  

______ Franchise fee 

Regulatory assessment $0 04 

Cky sales tax $0 50 
$0 40 

Cost of electricity with taxes and fees $22 16 
___- _ _ _ ~  ___ --____ 

Total charges for electricity services 

* These services are currently provided by APS but may be provided by 

$22.1 6 

a competitive supplier. 

Meter number: DC4337 
Meter reading cycle: 12 

Amount of electricity you used 
Old meter number: M31423 

Meter reading on Oct 18 
Meter reading on Nov 13 

Electricity you used, in kwh 
Demand meter reading 0.00 

374 
372 

2 

Since your previous read, your meter has been changed 

New meter number: DC4337 
Meter readrna on Nov 16 0 
Meter readina on Nov 13 0 
Electricity you used, in kwh 
Demand meter reading 

Total electricity you used, in kWh 
Your billed demand in kW 

0 
0.00 

Average daily electricity use per month 

kwh 
0.10 

0.08 

0.06 

0.04 

0.02 

0.00 

2 
0.0 

Jan Feb Mar Apr May Jun Juf Aug Sep Oct Nov Dec 

~ 2 0 1 1  m2012 

Comparing your monthly use 
This month 

This month Last month last year 
29 32 - Billing days ___.____ _ _ ~  29--_-. 

Average outdoor temperature 68" 81 69" 
Your total use in k w h  2 4 -  3 
Your billed demand m kW 0.0 0 0  0 0  
'tour average daily cost $0.76 $077 $076 

X 
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Your electricity bill LITCHFIELD PARK SERVICE CO 
November 21, 2012 3421 22282 

New charges for 6803 N Dysart Rd 

Your service plan: E-32 XSlS 
Service number: 61 12591 288 
DBA: Litchfield Park Service CO 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $3 53 
& ~ l ~ r y  service charge $35 09 
&m_and charge - delivery $0.00 

$8 15 Environmental benefits =charge ~~ 

Federal envtronmental improvement surcharge $0 00 
System benefits charge $2 50 
Power suppwustment* $ 3 2  

$11 28 !Ye wesf- __ - ___ __ - __ _____-_____ 
Meter reading* $1.90 
- Billing* $2.10 
Generatun of electrrcitv* - $57 93 
Federal transmission acd ancillary services* $ 3 3  
____-I__ .. __ 

Federal transmlssion cost adiustment* 
Cost of electrcity you used 

$2 15 
$124 68 

-_- 
Taxes and fees 
Regulatory assessment -__ 

City sales tax $0.00 

$0.25 
%!E?wz?! ..__.___.I .--_____ ~~ $8.25 
County sales tax $0 87 

Franchise fee $0.00 
Cost of electricity with taxesand fees $1 34.05 

Total charges for electricity services $1 34.05 

* These services are currently provided by APS but may be provided by 
a competitive suppfier. 

Meter number: DC8827 
Meter reading cycle: 14 

Amount of electricity you used 
Old meter number: F74440 
Meter reading on Nov 13 29812 
Meter reading on Oct 23 291 72 

640 
Demand meter reading 6.00 

Since your previous read, your meter has been changed 

New meter number: DC8827 
Meter readins on Nov 20 

Electricity you Used, in kwh 

202 
Meter readins on Nov 13 0 
Electricity you used, in kWh 
Demand meter reading 

Total electricity you used, in kWh 
Your billed demand in kW 

Average daily electricity use per month 

kwh 

202 
2.98 

35 

28 

21 

14 

7 

0 

a42 
6.0 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

0 2 0 1 1  m2012 
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Your electricity bill 
November 21,2012 

LlTCHFlELD PARK SERVICE CO Your account number 
3421 22282 

New charges for 6024 N El Mirage Rd 

Your service plan: E 3 2  XSIS 
Service number: 8413S52285 
DBA: Litchfield Park Service CO 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $3 53 
Delivery servlce charge $6.77 
Demand charge - delivery $741 87 
Environmental benefb surcharge $98 31 
Federal environmental improvement surcharge $0 oa 
Svstem benefks charge $4 75 

Meter reading* $1 90 
Billing* $2 10 

Power supply a&ustment* -$6 69 
$29 54 ~ - _ _ _  -- Metering* 

$127 97 
$142 65 

Generaton of electricity* - - ~  
~ Federal ~ - _ _  transmisslon and ancillary services* _ _ ~ ~  

Federal transmission cost adjustment- $73.08 
Cost of electricity you used $1,225.78 

Meter number: CW8997 
Meter reading cycle: 14 

Amount of electricity you used 
Old meter number: U20824 

272 Meter reading on N O ~  14 
255 Meter reading on Oct 23 

Read difference is 17 
Multiplier applied to the read drfference 80 
Electricity you used, in kWh 1360 

112 Demand meter reading 
Multiplier applied to the read 80 __ 
Your total demand in kW 89 6 

Since your previous read, your meter has been changed 

New meter number: CW8997 
Meter reading on Nov 20 
Meter readina on Nov 14 

--- 
_ _ _ ~  

_ _ _ _ -  

3 
0 

Taxes and fees 
Regulatory assessment $2.43 
State sales tax $81 .E 
County sales tax $8 60 
City sales tax $0 00 

$0.00 Franchise fee -- 
$1,317 87 =st of electricity with taxes and fees 

Total charges for electricity services 

* These services are currently provided by APS but may be provided by 

$1,317.87 

a competitive supplier. 

3 Read dfference is 
Multiplier applied to the read difference 80 

240 
Demand meter reading 0 05 

80 Multrpller applled to the read 
Your total demand rn kW 4 0  

-_____ 

Electricity you used, in kWh 

- ~ -~ 

Total electricity you used, in kWh 
Your billed demand in kW 

Average daily electricity use per month 

kWh 

1600 
90.0 

57 

45 

34 

22 

11 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

El2011 m 2 0 1 2  

x 
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Your electricity bill 
November 21,201 2 342122282 

LITCHFIELD PARK SERVICE CO 

New charges for 5247 N El Mirage Rd 

Your service plan: E-32 XSlS 
Service number: 7828S52283 
DBA: Litchfield Park Service CO 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $3 53 

$21 0.82 _- Delivery service charge ___I -____ 
Demand charge - dell_very $733 63 
Environmental benefits surcharge ~ $1 89 64 
federal envvonmental improvement surcharge $0 00 
Svstem benefits charge $148 02 
Power su~plv  adjusbnent* -$208.23 
M@%ig*_pp - ____ __ _- $29.54 
Meter reading* $1 90 
Billing* $2 10 
Generatlon of e l e c t r -  $2,678 97 

$141 07 Federal tra_nsmesion and ancillary services* 
- Federal transmlssbn cost adlushtent* $72 27 
Cost of electrcity you used $4,003.26 

____ 

Taxes and fees 
$7.94 Regulatory assessment 

$264.74 Sta_te_sales tax 
County sales tax __ $28 06 
City sales tax $0.00 
Franchise fee ___ $0 00 

- I_____ 

~~ 

Cost of electricity with taxes and fees $4,304.02 

Total charges for electricity services $4,304.02 

These services are currently provided by APS but may be provided by 
a competitive supplier. 

Meter number: CW9095 
Meter reading cycle: 14 

Amount of electricity you used 
Old meter number: J41766 
Meter reading on Nov 14 12520 

12021 

Multiplier applied to the read difference 80 
Electricity you used, in kwh 39920 
Demand meter readma 1.11 

Meter reading on Oct 23 
Read difference is 499 

1 

80 
88.8 

Multiplier applied to the read _- _- - 
Your total demand in kW 

Since your previous read, your meter has been changed 

New meter number: CW9095 
Meter reading on Nov 20 
Meter readina on Nov 14 

124 
0 * 

Read difference is 124 
Multipller applled to the read difference 80 

9920 

80 
80 8 

Electricity you used, in kWh 
Demand meter reading 101 
Multlplmr applied to the read 
Your total demand in kW 

Total electricity you used. in kWh 
Your billed demand in kW 

Average daily electricity use per month 

kWh 

09840 
89.0 

1797 - 
1438 - 
1078 - 
719 - 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

102011 mm12 

l x  Page 19 of 23 



Your electricity bill LITCHFIELD PARK SERVICE CO Your account number 
November 21,2012 3421 22282 

New charges for 4450 N 127 Ave Well 5 

Your service plan: E-221 Rate 
Service number: 2837850288 
DBA: Town Well T 5 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $1 7.64 
Energy charge - $2,2952 
Demand charge $280 48 
Environmental benefits surcharge $21 8 69 
Federal environmental improvement surcharge $0 00 
Power supply adjustment* $125 18 
Federal transmission cost adw.tment* $9663 
Cost of electrlcity you used $2,783 74 

- 

~- - 

Taxes and fees 

State sales tax $18429 

w a l e s  tax $0 00 
Franchise fee $0 00 
C-S $2.992 87 

Total charges for electricity services $2,992.87 

Regulatory assessment $5 52 

County sales tax $19 52 
~ - -  

Meter number: F95395 
Meter reading cycle: 16 

Amount of electricity you used 
Meter reading on Oct 25 
Meter reading on Sep 25 

Multiplier applied to the read difference 
Total electricity you used, in kwh 

2796 
2047 

749 
40 

29960 

___I ____ - __ _____-__ - 

Read dtfference is -- 

2.98 
40 

1192 
119.0 

-. _____- Demand meter reading - 
Multiplier applied to theread _ _ _ _  
Your total demand in kW 
Your billed demand in kW 

Average daily electricity use per month 

kWh 
279 7 

2237 

1678 

$118 

559 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

El2011 m2012 

Comparing your monthly use 

B l w ! ! 2 & L ~  
Average outdoor temperature 77" 

This month 
This month Last monh last year 
30___- 33 - 30 

79" 
Your total use in kwh 29960 39720 83480 
YourbllleddemandinkW 1190 1190 IlSq 
Your average daily cost $9976 $?IO69 $22885 

_- 
88" ___ -- 

___- 

X 
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Your electricity bill LITCHFIELD PARK SERVICE CO Your account number- 
November 21,2012 3421 22282 

New charges for 15521 W Minnezona Ave Well 

Your service plan: E-221 Rate 
Service number: 4281 $331 285 
DBA: Litchfield Park Service CO 

Meter number: 589002 
Meter reading cycle: 12 

Charges for electricity services Amount of electricity you used 
Cost of electricity you used 
Customer account charge $18 82 

$7,491 04 
- ~ -  Demand charge ~ _ _  $381 83 
Environmental benefits surcharge ~ $260 34 

Power supply adjustment* -$457.91 
_-__ Federal transmission cost adiustment' $1 31 .54c 
Cost of electricity you used $7,825.66 

&w & r L -  ______ --- 

Federal environmental improvement surcharge $0.00 

Taxes and fees 
Regulatory assessment -_ $ g X Z  

$527.87 _- State sales tax 
County sales tax $55 99 
City sales tax $199.95 
Franchise fee I ,  - $156 82 
Cost of electricity with taxes and fees $8,781.81 

___--__ 

Total charges for electricity services $8,781.81 

58470 
571 00 

1370 
80 

109600 

____ __ 
Meter reading on Nov 19 
Meter reading on Oct 18 
Read difference is 
Multiplier applied to the read difference 
Total electricity you used, in kWh 

- 

2 02 Demand meter reading 
W l k r  applied to the read -~ __________ __ __ 80 
Your total demand in kW 161 6 
Your billed demand in kW 162.0 

_____I 

Average daily electricity use per month 
kwh 

3425 

2740 

2055 

1370 

685 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

E l 2 0 1 1  m 2 0 1 2  

Comparing your monthly use 

Bill'ng day_s______- ---- --- 32 - _--____ 28 

~ Your total ~- use in k w h  I____- --- 

Thrs month 
This month Last month l a s b z  

33 
68" 81 6s. Average outdoor temperature 

109600 75200 41760_ 
Your billed demand in kW 162 0 127 0 129 0 
Your average daily cost $274 43 $221 79 $124 22 
-I- 

X 
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Your electricity bill 
November 21,2012 

LlTCHFlELD PARK SERVICE CO Your account number 
3421 22282 

New charges for 15614 W Charles BIvd 

Your service plan: E-32 XSIS 
Service number: 7071372288 
DBA: Well 20b 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $4 03 

$66 50 __ Delivery serVlCe charge 
Demand charse - delivew $230 80 
Enxonmenhl benefb surcharge $1 30 56 
Federal environmental improvement surchame $0 00 
System benefits charge $46 69 
Ewer  supply adLustment* $65 60 

$12 90 MeterL!nE4*-- - -___I--- 

Meter reading* $2 18 
Billing* $2 40 
Generation of eleclrclty* $844 39 
Federal transmission and ancillarv s e t v ~ ~ ~ *  $44 38 
Federal transmlssion cost adjustment* $22 74 
Cost of electrcr?, you used $1,341 89 

___ -- 

Taxes and fees 
Regulatory assessment ________---- - 

CQ sales tax $34.29 

$2 66 
State sales tax $90.52 
County sales tax $9 60 

Franchise fee __ $26.89 
Cost of electricity withtaxes and fees $1,505.85 

Total charges for electricity services $1,505.85 

___ 

* These services are currenffy provided by APS but may be provided by 
a competitive supplier. 

Meter number: P22948 
Meter reading cycle: 12 

Amount of electricity you used 
12673 

15720 

__ __ _. ___ _.__ 
Meter reading on Nov 19 

Total electricity you used, in kWh 
Meter readingon Oct 18 96953 

Demand meter reading 
Your billed demand in kW 

Average daily electricity use per month 

k!#h 

28.00 
28.0 

506 

405 

303 

202 

101 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

H2011 m2012 

Comparing your monthly use 
This month 

This month Last month last year 
Bill ing days 
Average outdoor temperature 68" 81" 68" 

15720 11168 6896 Your total use in kwh 

Your average daily cost $4705 $4984 $2794 

32 __ _I____--__ ZL-2 

Your billed demand in kW 280- 200 220 
- ___ -- --- _____ ___ 

__- - 

X 
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Your electricity bill 
November 21,2012 342122282 

LlTCHFlELD PARK SERVICE CO 

New charges for 14222 W McDowell Rd 

Your service plan: E-32 L 
Service number: 5910561286 
DBA: Litchfield Park Service CO 

Charges for electricity services 
Cost of electricity you used - -  
-___ Customer account charge $17 43 
Delivery servlce charge $32.41 
Demand charge - delive $5,845 38 
- Environmental - - - __- benefits - ;rcharge $713 60 
Federal envronmental improvement surcharge $0 00 
System benefits charqe $874 96 
Power s u ~ y  adjustment* -$1,230 84 

$26 22 
I____ Metering'" - -- 
Meter reading' $1 68 
Billing* $1 86 
w r a t z o f  electricity* __- - $10,299 22 

$2,832 48 - Demand ___- chzageAeneration* 
Federal traxmmcsscon and ancillary services* $998 55 
Federal transmission cost adjustment* $51 1.56 
Cost of electricity you used $20,924 51 

_I -.-__ 

Taxes and fees 
Regulatory assessment $41 49 
State sales tax $1,411 43 
- _ _ _ _  C o u a  sales hx- $149 70 
GtYSa!?Stax_ - - $534 63 
Franchise fee -_ - __ - ___-__ $41 9 32 
Cost of electricity with taxes and fees $23,481 08 

- 

Total charges for electricity services $23,481 .oa 

These services are currenffy provided by APS but may be provided by 
a competitive supplier. 

Meter number: (221848 
Meter reading cycle: 03 

Amount of electricity you used 
Meter reading on Nov 3 11318 
Meter reading on Oct 5 10827 
Read dfference is 491 
Multiplier applied to the read difference 600 
Total electricity you used, in kWh 294600 

1 05 
600 

630 0 

__ - Demand meter reading 
Multiplier applied to the read 
Your total demand in kW 
Your billed demand in kW 630.0 

Average daily electricity use per month 

kwh 
10158 

81 26 

6095 

4063 

2031 

0 - 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

c rn 
5 

a2011 m2012 E 

Comparing your monthly use 
This month 

This month Last month last y e 3  
__ B m  days 29 29 31 

Your total use in kWh 294600 271200 274800 
Your ___._____ billed demand in kW 630.0 600.0 630.0 
Your average daily cost $809.69 $940.1 6 $736.26 

__. Average outdo.9*mE?~re 74" 85" 75" 
.___.___ __.-.-.-I _ _ _ . _ _ . . ~  

X 
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apsxom I Your electricity bill 

Bill date: January 29,2013 

Summary of what you owe 
Amount owing on your previous bill $1,426.73 

Less Payment made on Jan 11, thank you -$I ,426.73 

Less SurePay discount -$0.48 

Equals Your balance forward -$0.48 
plus Your new charges (detals on fdlowng pages) 

cost Of electricity ( W I ~  taxes and fees) $1,661 -73 
$1,661 -25 Equals Total amount due 

We will debif your checking or savings account 

for $1,661.25 on February 11,2013. 5%S3 Thank you for your conslstent and timely payments. We value 
business. . T- 

Your account number: 556745281 

For service at: 4 locations 

Questions or Wfice Locations? 
Call 602-371 -6767. 
Mon - Fri. 7:30am - 5:OOpm 
Website: aps.com 
Para servicio en espaiiol llame al: 
602-3716861 (Phoenix) 

New Charge on Your Bill Beginning March 
2013 
In May 2012, the Arizona Corporation 
Commission (ACC) approved new rates for 
APS. Because more customers are installing 
renewable energy systems such as solar and 
wind, and energy effiiency measures such as 
compact fluorescent light bulbs and refrigerator 
recycling, APS is selling less electricity, but fixed 
costs remain. APS is allowed to implement a 
new charge to recover a portion of the fixed 
costs. Fixed costs are for items that are needed 
regardless of how much electricity is sold, such 
as power poles, wires and other deliverv 

t -  infrastructure AS a result, the Lost F~X& Cost 
Recovery (LFCR) charge will begin appeanng 
on your bill in March 2013 For mow informatron, 
visit aps comRFCR. 

0 204 0 m- RZ\(&+ ~ t 
b 

Page I of 7 See page 2 for more information. 

Your account number Bill date 

Mailing address or phone number change? 
Please call 6023714767 

January 29,2013 

ALGONQUIN WATER SERVICES LLC 
STE DlOl  

When paying in person, please 
bring the bottom portion of your bill. 

12725 W INDIAN SCHOOL RD 
AVONDALE AZ 85392-9524 

6ii 16N 1 8 5  



Things you need to know 
Contacting APS 

0 E-mail us at aps&aps corn 
Call us a1 
602 3714787 (Phoenix) orB~W253 9407 (Other areas) 
Mon-Fn. 7 30 am 5 &I pm 

602371 -6861 (Phoenix) o 1-8017-252-4410 (Otns areas! 
Para sewica en espaiiol lhme a1 

Hearing impaired 

0 By mail APS, Staton 3X30,00, PO BOK 53933, 
P b n u  AZ 850723933 

Blue Stake Before you dg, call 
81 1 or 800-782 5348 from anywhere wflhin Arizona 
Electrical emrgeocres olha rhan power outages, call 
602-258-5483 (Phoenix) or800-253-9408 (othei areas) 

lmportanl billing and collection informalion 
Make checks payable to APS and mail to 
APS. PO 2906. m e n l x  AZ 8 5 ~ 2 . ~ 0 6  
Ciedit and Collections 
602-371 7607 (Phoeiiu) or 248002534409 (otter areas) 
All bills for utkiiy services dre doe and payable no bter than 15 days 
frurn the date of the bill Any payments not received wdhm ths time- 
frame shall be considered delinquent and aie subject to a late 
payment charge of 1 5% per month 
if  your power IS shut Off fOi non-pdyment, you rnUSt pay a11 the 
delinquent amunts and a depcsd or additional deposrt before power 
IS restored 
When you provde a check as paynrent, you authonze Us either to 
use information from your check to make a onet im electronic furlds 
transfer fmrn your amount or to process the payment as a check 
transaction When w t  process your check electmnccaltv you will not 
recewe your CMK back from youifinan~al institution and funds 
may be withdrwm from your account on the same day we receive 
your payment 

utility reguMiirts and rates (Not an APS paymed sile) 
Electricny iegiilatinns and rates are approved by 
Airona Conporaiion Commission. 
1200 W Washngton, Phoenix AZ 85007 
602 5424251 (Phoenixj or 1-8W 227 TUN (Otkrareas) 
www cc state ai! us 

Dlal71 t - AZ Rehy Sewice 

x 



aps.com 

ALGONQUIN WATER SERVICES LLC Your account number Your electricity bill - January 29,2013 556745281 

Summary of charges by service address 
Total ekctncdy Billed other chargss Total 

Senrice number Sew= address i s e d  (kw) demand (kW) and credits ($) charges ($) 

56113552285 5619 N 191 Dr 
Litchfield Park 

12725 W Indian School Rd 
Ste D103, Avondale 

12725 W Indian School Rd 
Ste D101, Avondale 
Algonquin Wgter Services LLC 3169 - $0 00 $461 33 

- __ ___ __ __ __ -_____ _---- __ _-___ -__ - 

$24 34 ___ $0 00 Algonquin WaterServlces LLC 9 _ _ _ _ ~ - _  0 0  __~____ - - - - - - 
6674S02281 

$0 00 $729 29 - __ Algonqgn-Water Serv-s LLC 5200 __ - 170 ___~_I___ 
7784S02286 

12.0 ~ _ _  _ _ _ _ _ _ ~ _ _ _ _ _ _  
fi83S5%-& -12725 W Indian School Rd 

-______ 
Total 

Ste DIM,  Avondale 
Algcnquin Water Services LLC __ 3064 

11442 
$0 00 
$0.00 
___ -- ......_I $446.77 

$1,661.73 



I Your electricity bill 
~ January 29,201 3 

ALGONQUIN WATER SERVICES LLC Your account number 
556745281 

New charges for 5049 N 191 Dr 

Your service plan: E-32 XSIS 
Service number: 5613S52285 
DBA: Algonquin Water Services LLC 

Meter number: DC4288 
Meter reading cycle: 09 

Charges for electricity services Amount of electricity you used 

$ l E  __ Metering* - -- 
____ Meter reading* - - __ ____ 
EKW" _______ __. - . ______ 
- Generation of electricity" __ - _ _  ~ _ _ _  
-_ Federal transmission and-_ancdlary services* $0 E 

$2 18 
$2 40 
$0 62 

k 
$2 18 
$2 40 

Generation of elegriaJV- - $0 62 
F 

____ Meter reading* - - __ ____ 
EKW" _______ __. - . ______ 

~ 

Federal transmission cost adjustment" $0 02 
Cost of electricity you used 

______ -----__ 
$22 64 

Taxes and fees 
RAulatory assessment - $0.04 

$013 County -1estax - - _____._._ 

CCY S_a!_eS-!X-- _-_ ---- -- $0 00 

$5Ez 

$1.50 - _ _ ~ _ _ _  --____ State sales tax 

$0 00 _-_______ Franchisefee -_ - 

Cost of electricity with taxes and fees 
7 

Meter reading on Jan 15 

Total electricity you used, in kwh 

21 
12 
9 

- __ ___ 
- Meter reading on Dec 14 

Demand meter reading 
Your billed demand in kW 

Average daily electricity use per month 

kwh 

0.32 

0.24 

0.16 

0.08 

0.00 
Jan Feb Mar Apr May Jun Jut Aug S e p  Oct Nov Dec 

m2012 ma13 

* These services are currenUy provided by APS but may be provided by 
a competitive supplier. 

0.01 
0.0 

Total charges for electricity services s24-34 Comparing your monthly use 

I 
I 

I Page 4 of 7 

This month 
This month Last month last year 

~ _ __ .~  ~ 

31 33 

Your total use in kWh 9 9 12 

Your average daily cost $0.76 $0.76 $0.77 

B.!lling-d3Y5. I_ ~. 32 _______ 
Average outdoor temperature - 47" 60°___- 53" 

Your billed demand in kW .. 0.0 0.0 0.0- 
- ~ ~ _ ~ I _ _ - _ _ _ ~  

X 



January 29,2013 556745281 

New charges for 12725 W Indian School Rd Ste D103 

Your service plan: E-32 XSIS 
Service number. 6674S02281 
DBA: Algonquin Water Services LLC 

Charges for electricity services 
Cost of electricity you used 
Customer account charge $3 78 
Delivery service charge $211 01 

Taxes and fees 
Regulatory assessment $1 31 

$44 64 State sales tax 
$4 73 County sales tax 

CQ!XE!E@x _--- --__ . - - _. . ___ . - .__ . $3.56 
Franchise fee $13 26 
Cost of electricity wrth taxes and fees $729 29 

~ -_ 
- _. - __ - 

-- __ - -___ 

Total charges for eledricity services $729.29 

* These services are currentiy provided by APS hut may be provided by 
a c o r n p i h e  supplier 

Meter number: DA0269 
Meter mading cycle: 16 

Amount of electricity you used 
18111 
1291 1 
5200 

. _I_-__- ~ ~ - _ _ _ _ _  Meter reading on Jan 25 
Meter reading on Dec 2 r  
Total electricity you used, in kWh 

Demand meter reading 
Your billed demand in kW 

Average daily electricity use per month 

283 1 
kWh 

m 

17.00 
17.0 

226 

1 69 

113 

56 

o . . . . .  . . .  
Jan Feb Mar Apr May Jun Jill Aug Sep Oct Nov Dec 

E42012 Urn13 

Comparing your monthly use 
Th6 month 

T-hsnon$ Last monlh lastyma 
30 30 33 Billing days 

Average outdoor temperature - 52" 59" 56: 
Your total use In ~~ __ _- -_ - 5200 4473 ____ 3182 
Your billed demand in-kW.- __ 17.. __ 170 15 0 
Your average daily cost $2430 $21 39 $1392 

_ _  
__  __ -_____ 

Ea 
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mber Your electricity bill ALGONQUJN WATER SERVICES LLC Your account nul 
January 29,201 3 556745281 

New charges for 12725 W Indian School Rd Ste DI01 

Total charges for electricity services $461 -33 

* These services are currenffy provided by APS but may be provided by 
a competitive suppiier. 

Page 6 of 7 

Meter number: DA0270 
Meter reading cycle: 16 

Amount of electricity you used 
1 1088 
791 9 
3169 

Meter reading on Jan 25 
Meter reading on Dec 26 
Total ekcbicity you used, in W h  

____ 
_____- -- 

Demand meter reading 
Your billed demand in kW 

12.48 
12.0 

Average daily electricity use per month 
kwh 

1 95 

1% 

117 

78 

39 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

a2012 ma13 

Comparing your monthly use 

B!!!na days- _ _ ~  __ .. _ -  - ~ -- 
AveE3e outdoor temperature 52" 59" 55: 

-Your total _u_sf? m w h  - __ -~ - ___ - 
Your billed demandl in!!!-_ _. -~ 

Thls month 
Thffi month -Last month last 

30 33 

3169 2849 1700 
12 0 130 120 

Your average daily cost $1537 $1389 $778 

__ 
30 

- 
._ - 

X 
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Your electricity bill 
January 29,201 3 556745281 

ALGONQUIN WATER SERVICES LLC 

New charges for 12725 W Indian School Rd Ste D104 

Your service plan: E-32 XSlS 
Service number: 11 83S02288 
DBA Algonquin Water Services LLC 

Charges for electricity services 
Cost of electricity you used 
Customer account earge $3 78 

$127 71 Delivery service charge - _____I__ 

Demand chal9e*very_ _ _ _ _ _ _ _ - ~  - $0 - 00 
Environmental benefits surcharge - $29 65 

$9 IO System benefits charge 
Power PPlY ad&sEeE*.. - ___ -__-._I____ $12 3 
MdeZ!!n.i?* -- $12 09 
&?!EL!3!4!!_ __ - __ $2 04 

$2 25 Bill in& --l_l__ 

$21 080 Generatfon of electricity* ____ 
Federal transmission and anxary services* $12 99 

__ 

___ ____-_-___- 
- _^__ - -- ____ - 

Taxes and fees 
Regulafilry .?%eze-!Et.-- ___ . -_ _I __ $0 80 

$27 35 ~ta!!?2?!lestax -___. __ . _ _ _ _ ~ _ _  
$2 90 guntysa_l_es tax ___ _--.I 

City sales tax $2 18 
Franchise fee $8 12 
Cost of electrictty with taxes and fees $446 T7 

$446.77 

~ _-__ _~--.-__---~ ---- -=-- ---- -- - -- - 

Total charges for electricity services 

* These services am curentry provided by APS but may be provided by 
a cornpefjtive supplier. 

Page 7 of 7 

Meter number. DA0271 
Meter reading cycle: 16 

Amount of electricity you used 
Meter reading on Jan 25 9786 

6722 
3064 

I__.__._-. - 
Meter reading on Dec 26 
Total electricity you used, in kwh 

Demand meter reading 
Your billed demand in kW 

Average daily electricity use per month 

17.82 
18.0 

113 

85 

56 

28 

0 
Jan Feb Mar Apr May Jun Jul Aug Sep Od Nov Dec 

@2012 a2013 

Comparing your monthly use 
Ttus m t h  

Thsmonth Lastmonth lastwr 
_ _  Bw-!9!ws- ___---__30- 30 __ 33 

59" 56" Average outdoor temEragre __ 
Your total use in k w h  3064 2327 2452 

Your average daily cost $1489 $1148 $io90 

-~ ____ - - -- 

52" ____ __. 
_I ___ __ 
-_ --- 
Your billed demand in kW 180  100 126 __ I I_ . ___ - - 

http://ztps.com
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LITCHFIELD PARK SERVICE COMPANY DBA LIBERTY UTILITIES 

DOCKET NO. S W - O I ~ ~ ~ A - I ~ - X X X X  ET AL. 
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PART ONE 

STATEMENT OF CHARGES FOR WATER SERVICE 

I. RATES - General Residential, Commercial. Industrial. and Irrigation Service 

Originally in Decision No. 72026, dated December 10, 2010, and again in Decision No. 72682, 
dated November 17,201 1, the Commission authorized the following rates and charges to become 
effective December 1,201 1 : 

A. Monthlv Usage CharPe J 

Minimum 
Meter Size Charge 
Inches Per Month 

5/8” x 3/4” Meter - All Classes $ 10.20 

3/4” Meter - All Classes I 10.20 

1” Meter - Residential 22.95 

1” Meter - All Classes but Residential 25.50 

1 1/2” Meter - All Classes 5 1 .OO 

2” Meter - All Classes 81.60 

3” Meter - All Classes 163.20 

4” Meter - All Classes 255.00 

6” Meter - All Classes 5 10.00 

8” Meter (Bulk Resale Only) I 501 .OO 

8” Meter - All Classes 841.50 

10” Meter - All Classes 1,173.00 

12” Meter - All Classes but Irrigation I 2,193.00 

12” Meter - Irrigation I 2,193.00 

Issued November 30.201 1 Effective: December 1,201 1 
ISSUED BY: 

Christopher D. Krygier, Utility Rates and Regulatory Manager 
Litchfield Park Service Company dba Liberty Utilities 

12725 W. Indian School Road, Suite D-101 
Avondale, AZ 85392 
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3,001 to 9,000 

Over 9,000 

I B. Commoditv Rates -- 
The rate for use in addition to the minimum stated above shall be at the following rates per 1,000 gallons: 

1.91 

3.03 

3/4” Meter (Residential) 0 to 3,000 1 .oo 
3,001 to 9,000 1.91 

1” Meter (Residential) 

Over 9,000 3.03 

0 to 5,000 1 .oo 
5,001 to 20,000 

Over 20,000 

1.91 

3.03 

5/8” x 3/4” and 3/4” Meter (Commercial, Industrial, Irrigation) 0 to 9,000 1.91 

Over 9,000 3.03 

1” Meter (Commercial, Industrial, Irrigation) 

Issued November 30,201 1 

0 to 20,000 1.91 

Over 20,000 3.03 

Effective: December 1,20 1 1 
ISSUED BY: 

1 1/2” Meter (Residential, Commercial, Industrial, Irrigation) 

Christopher D. Krygier, Utility Rates and Regulatory Manager 
Litchfield Park Service Company dba Liberty Utilities 

12725 W. Indian School Road, Suite D-101 
Avondale, AZ 85392 

0 to 40,000 1.91 

Over 40,000 3.03 

2” Meter (Residential, Commercial, Industrial, Irrigation) 0 to 60,000 1.91 

Over 60,000 3.03 



LITCHFIELD PARK SERVICE COMPANY DBA LIBERTY UTILITIES 

DOCKET NO. SW-01428A-13-xxxx ET AL. 

Meter Size 

3” Meter (Residential, Commercial, Industrial, Irrigation) 

Sheet No. 3 

Cancelling Sheet No. - 

Consumption 

0 to 120,000 

Applies to all WATER service areas 
PART ONE 

STATEMENT OF CHARGES FOR WATER SERVICE 

4” Meter (Residential, Commercial, Industrial, Irrigation) 

Section 1.B continued ~ I 

Over 120,000 

0 to 180,000 

I, I 

8” Meter (Bulk Resale Only) 

10” Meter (Residential, Commercial, Industrial, Irrigation) 

All Gallons 

0 to 940,000 

12” Meter (Residential, Commercial, Industrial, Irrigation) 

I I Over ~ ~ O , O O O  

Over 940,000 

0 to 1,200,000 

I 6” Meter (Residential, Commercial, Industrial, Irrigation) I 0 to 360,000 

Construction Water* 

Fire Services 

Over 360,000 

Over 1,200,000 

All Gallons 

1 8” Meter (Residential, Commercial, Industrial, Irrigation) I 0 to 650,000 

Over 650,000 

Rate 

$1.91 

- 

3.03 

1.91 

3.03 

1.91 

3.03 

1.91 

3.03 

1.50 

1.91 

3.03 

1.91 

3.03 

3.03 

I Note 1 - 2% of the equivalent monthly mctcr size or $10 whichever is greater for all metcr sizcs 

Issued: November 30,20 1 1 Effective: December 1,201 1 
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518 x 314” Meter 

314” Meter 

C. Service Line and Meter Installation Charges 

At At 8z?@00b 
__ Cost=< cost+ ~- Cost 

W A t  Cost W A t  Cost BBB,C)BAt Cost 

(Refundable Pursuant to A.A.C. R14-2-405) 

1” Meter 

1 1/2”Meter 

2” Turbine Meter 

2” Compound Meter 

3” Turbine Meter 

3” Compound Meter 

4” Turbine Meter 

4”Compound Meter 

6” Turbine Meter 

6”Compound Meter 

44540At Cost ?554QAt Cost B98,88At Cost 

At _______ At Cost4.&54@ At 

At Cost At Cost945.I.88 At Cost 
638,80 &#sa3 

At Cost ~- At Cost ~- At 
43888 -2,3 20.90 

At Cost At Cost & 
80SAM 1 ,  8 J U.” 

_ _ ~ _ _  At Cost _ _ _ _ ~  At Cost A t  
7 7 L G  Cost:!,! ! C . N  84-540 k , h V J .  

At & & 

At & & 

At At Cost - At 

At ____ At Cost & 

WfUGG ~ 9 3 - 5 G  

1 n 7 n 9  m 2 , 2 7 5  .90 

m e  cost&3%3430 m 3 , 5  30 .@3 

w e  cost324&00 Costr!,.? 75.00 

-71” 4;54588 cOst6,275.00 

COSt‘* -8+kxMN 
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At Cost At Cost At Cost 
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Re-Establishment of Service (a) 

Reconnection (Regular Hours) (a) 

D. Service Charges 

Charge Service 

(b) 
$50.00 

Reconnection (After Hours) (a) 

Meter Test (if correct) (c) 

65.00 

25.00 

I 
I 

Meter Re-Read (if correct) 5.00 

Fire HydreMeter  Rclocation $5 0. OO-i-kew- 

Fire HydrmMeter Repairs (E) At Cost 

NSF Check 25.00 

Deferred Payment, Per Month 

Late Charge 

1.50% 

( 4  

I Deposit Interest 

Service Calls, Per Hour / After Hours (e) 

Deposit Requirement 

3.50% I 

$40.00 

(0 

(a) Service charges for customers taking both water and sewer services are not duplicative. 
(b) Minimum charge times number of months disconnected. 
(c) $25.00 plus cost of test. 
(d) Greater of $5.00 or 1.50% of unpaid balance. 
(e) No charge for service calls during normal working hours. 
(0 Per Rule R14-2-403(B): 

Residential - two times the average bill; 
Commercial - two and one-half times the average bill. 

Issued: November 30,201 1 Effective: December 1,201 1 
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%#%€@ 

2” cn- 
Fire Hydrant Water Meter -l+i%W - At 

Cost 
7 - J L M  - A>&” . - 

” 

I -  

Applies to all WATER service areas 
PART ONE 

STATEMENT OF CHARGES FOR WATER SERVICE 

I 

Section 1.D continued 

74&€0& 

At Cost 
I -  

Any other size besides 3” 

*Hydrant Meter Deposit 

ll 4°C- 

II - 
* Shall have a non-interest bearing deposit of the amount indicated, refundable in its entirety upon 

return of the meter in good condition and payment of final bill. 

Issued November 30,201 1 Effective: December I ,  201 1 
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STATEMENT OF CHARGES FOR WATER SERVICE 

11. TAXES AND ASSESSMENTS 

In addition to all other rates and charges authorized herein, the Company shall collect from its 
I customers all applicable sales, transaction, privilege, franchise, regulatory or other taxes and assessments 

as may apply now or in the future, per Rule R14-2-409(D)(5). 

Issued: November 30,201 I Effective: December 1,201 1 
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111. PERMITTED COSTS 

A. 

B. 

Costs shall be verified by invoice. 

For services that are provided by the Company at cost, costs shall include labor, 
materials, other charges incurred, and overhead not to exceed 10%. However, 
prior to any such service being provided, the estimated cost of such service will 
be provided by the Company to the customer. After review of the cost estimate, 
the customer will pay the amount of the estimated cost to the Company. 

In the event that the actual cost is less than the estimated cost, the Company will 
refund the excess to the customer within 30 days after completion of the 
provision of the service or after Company’s receipt of invoices, timesheets or 
other related documents, whichever is later. 

C .  

D. In the event the actual cost is more than the estimated cost, the Company will bill 
the customer for the amount due within 30 days after completion of the provision 
of the service or after the Company’s receipt of invoices, timesheets or other 
related documents, whichever is later. The amount so billed will be due and 
payable 30 days after the invoice date. However, if the actual cost is more than 
five percent (5%) greater than the total amount paid, the customer will only be 
required to pay five percent (5%) more than the total amount paid, unless the 
Company can demonstrate that the increased costs were beyond its control and 
could not be foreseen at the time the estimate for the total amount paid was made. 

At the customer’s request, the Company shall make available to the customer all 
invoices, timesheets or related documents that support the cost for providing such 
service. 

E. 

F. Permitted costs shall include any Federal, State or local taxes that are or may be 
payable by the Company as a result of any tariff or contract for water facilities 
under which the Customer advances or contributes funds or facilities to the 
Company. 

Issued November 30,201 1 Effective: December 1,201 1 
ISSUED BY: 
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CROSS-CONNECTION OR BACKF’LOW TARIFF 

PURPOSE: 

The purpose of this tariff is to protect Litchfield Park Service Company (the “Company”) water 
from the possibility of contamination caused by backflow of contaminants that may be present on the 
customer’s premises by requiring the installation and periodic testing of backflow-prevention assemblies 
pursuant to the provisions of the Arizona Administrative Code (“A.A.C.”) R14-2-405.B.6. and A.A.C. 
R18-4-215. 

REQUIREMENTS: 

In compliance with the Rules and Regulations of the Arizona Corporation Commission 
(“Commission”) and the Arizona Department of Environmental Quality (“ADEQ’), specifically A.A.C. 
R14-2-405.B.6 and A.A.C. R18-4-215 relating to backflow prevention: 

1. The Company may require a customer to pay for and have installed, and to maintain, test 
and repair a backflow-prevention assembly if A.A.C. R18-4-215.B or C applies. 

2. A backflow-prevention assembly required to be installed by the customer under 
Paragraph 1 of this tariff shall comply with the requirements set forth in A.A.C. R18-4- 
215.D and E. 

3. Subject to the provisions of A.A.C. R14-2-407 and 410, and in accordance with 
Paragraphs 1 and 7 of this tariff, the Company may terminate service or deny service to a 
customer who fails to install a backflow-prevention assembly as required by this tariff. 

The Company shall give any existing customer who is required to install a backflow- 
prevention assembly written notice of said requirement. If A.A.C. R14-2-410.B.1 .a is 
not applicable, the customer shall be given thirty (30) days from the time such written 
notice is received in which to comply with this notice. If the customer can show good 
cause as to why he cannot install the backflow-prevention assembly within thirty (30) 
days, the Company or Commission Staff may suspend this requirement for a reasonable 
period of time. 

4. 

Issued November 30,201 1 Effective: December 1,201 1 
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5.  Testing shall be in conformance with the requirements of A.A.C. R18-4-215.F. The 
Company may-- will require the customer to pay to have the backflow-prevention 
assembly tested as long as the Company does not require an unreasonable number of 
tests. 

6. The customer shall provide the Company with records of installation and testing. For 
each backflow-prevention assembly, these records shall include: 

assembly identification number and description; a. 
b. location; 
c. date(s) of test(s); 
d. 

e. 
f. 

description of repairs and recommendations for repairs made by 
tester; 
tester’s name and certificate number; and 
tester’s field test kit certification documentation. 

7. In the event the backflow-prevention assembly does not function properly or fails any 
test, and an obvious hazard as contemplated under A.A.C. R14-2-410.B.l.a. exists, the 
Company may terminate service immediately and without notice. The backflow- 
prevention assembly shall be repaired or replaced by the customer and retested. 

In the event the backflow-prevention assembly does not function properly or fails any 
test, or in the event that a customer fails to comply with the testing requirement, and 
A.A.C. R14-2-410.B.1 .a. is not applicable, the backflow-prevention assembly shall be 
repaired or replaced within fourteen (14) days of the initial discovery of the deficiency in 
the assembly or its function. Failure to remedy the deficiency of dysfunction of the 
assembly, or failure to retest, shall be grounds for termination of water service in 
accordance with A.A.C. R14-2-410. 

8. 
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I. INTERRUPTIBLE SERVICE: COMPANY’S LIABILITY LIMITATIONS 

The Company will supply only such water at such pressures as may be available from 
time to time as a result of the normal operation of its water system. The Company will maintain a 
minimum water pressure of 20 p.s.i., at point of connection and will not guarantee a specific 
gallons per minute flow rate at any public fire hydrants or fire sprinkler service. In the event 
service is interrupted, irregular or defective, or fails from causes beyond the Company’s control 
or through ordinary negligence of its employees or agents, the Company will not be liable for any 
injuries or damages arising therefrom. 

I 
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11. RULES AND REGULATIONS 

The Company has adopted the Rules and Regulations established by the Commission as 
the basis for its operating procedures. A.A.C. R14-2-401 through A.A.C. R14-2-411 will be 
controlling of Company procedures, unless specific Commission Order(s) provide otherwise. 
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111. CURTAILMENT PLAN 

ADEQ Public Water System Number: 07-046 

Litchfield Park Service Company (“Company”) is authorized to curtail water service to all 
customers, residential and commercial, within its certified area under the following terms and 
conditions: 

Stage 1 Exists When: 

Company is able to maintain water storage in the system at 100 percent of demand and there are 
no known problems with its well production or water storage in the system. 

Restrictions: 
is necessary. 

Notice Requirements: 

Stage 2 Exists When: 

a. 

Under Stage 1 , Company is deemed to be operating normally and no curtailment 

Under Stage 1 , no notice is necessary. 

Company’s water storage or well production has been less than 80 percent of demand for 
at least 48 consecutive hours, and 

b. Company has identified issues such as steadily declining water table, an increased draw- 
down threatening pump operations, poor water production, or electrical/ mechanical 
equipment failures, etc., creating a reasonable belief the Company will be unable to meet 
anticipated water demands in the system. 

Restrictions: Under Stage 2, the Company may request the customers to voluntarily employ 
water conservation measures to reduce water consumption by approximately 50 percent. Outside 
watering should be limited to essential water, dividing outside watering on some uniform basis 
(such as even and odd days) and eliminating outside watering on weekends and holidays. 

NoticeRequirements: Under Stage 2, the Company is required to notify customers by 
delivering written notice door to door at each service address, or by United States first class mail 
to the billing address or, at the Company’s option both. Such notice shall notify the customers of 
the general nature of the problem and the need to conserve water. 

Issued: November 30,201 1 Effective: December 1,201 1 
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Stage 3 Exists When: 

a. Company’s total water storage or well production has been less than 50 percent of 
demand for at least 24 consecutive hours, and 

b. Company has identified issues such as a steadily declining water table, increased draw 
down threatening pump operations, poor water production, or electrical/ mechanical 
equipment failure, etc., creating a reasonable belief the Company will be unable to meet 
anticipated water demand on a sustained basis. 

Restrictions: Under Stage 3, the Company shall request the customer to voluntarily employ 
water conservation measures to reduce daily consumption by approximately 50 percent. All 
outside watering should be eliminated, except livestock and indoor water conservation techniques 
should be employed whenever possible. 

Notice Requirements: 

1. Company is required to notify customers by delivering written notice to each service 
address, or by United States first class mail to the billing address or, at the Company’s 
option both. Such notice shall notify the customers of the general nature of the problem 
and the need to conserve water. 

2. Beginning with Stage 3, Company shall post at least two (2) signs showing the 
curtailment stage. Signs shall be posted at noticeable locations, like at the well sites and 
at the entrance to the major subdivision served by the Company. 

Company shall notify the Consumer Services Section of the Utilities Division of the 
Corporation Commission at least 12 hours prior to entering Stage 3. 

3. 

Once Stage 3 has been reached, the Company must begin to augment the supply of water by 
either hauling or through an emergency interconnect with an approved water supply in an attempt 
to maintain the curtailment at a level no higher than stage three until a permanent solution has 
been implemented. 
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Stage 4 Exists When: 

a. Company’s total water storage or well production has been less than 25 percent of 
demand for at least 12 consecutive hours, and 

b. Company has identified issues such as a steadily declining water table, increased draw 
down threatening pump operations, poor water production, or electrical/ mechanical 
equipment failure, etc., creating a reasonable belief the Company will be unable to meet 
anticipated water demand on a sustained basis. 

Restrictions: Under Stage 4, Company shall inform the customers of a mandatory restriction to 
employee water conservation measures to reduce daily consumption. Failure to comply will 
result in customer disconnection. The following uses of water shall be prohibited: 

e 

e 

e 

0 

0 

Irrigation of outdoor lawns, trees, shrubs, or any plant life is prohibited 
Washing of any vehicle is prohibited 
The use of water for dust control or any outdoor cleaning uses is prohibited 
The use of drip or misting systems of any kind is prohibited 
The filling of any swimming pool, spas, fountains or ornamental pools is 

Restaurant patrons shall be served water only upon request 
Any other water intensive activity is prohibited 

prohibited 
0 

e 

Notice Requirements: 

1. Company is required to notify customers by delivering written notice to each service 
address, or by United States first class mail to the billing address or, at the Company’s 
option both. Such notice shall notify the customers of the general nature of the problem 
and the need to conserve water. 

2. Company shall post at least two (2) signs showing curtailment stage. Signs shall be 
posted at noticeable locations like at the well sites and at the entrance to the major 
subdivision served by the Company. 

Company shall notify the Consumer Services Section of the Utilities Division of the 
Corporation Commission at least 12 hours prior to entering Stage 4. 

3. 
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Customers who fail to comply with cessation of the above Restrictions will be given a written 
notice to end all outdoor use. Failure to comply within two (2) working days of receipt of the 
notice will result in temporary loss of service until an agreement can be made to end unauthorized 
use of outdoor water. To restore service, the customer shall be required to pay all authorized 
reconnection fees. If a customer believes hehhe has been disconnected in error, the customer 
may contact the Commission’s Consumer Services Section at 1-800-222-7000 to initiate an 
investigation. 

Once Stage 4 has been reached, the Company must augment the supply of water by hauling or 
through an emergency interconnect from an approved supply in an attempt to maintain the supply 
until a permanent solution has been implemented. 

Note: If the Company loses all production and has no storage facilities, the Company must rely 
on emergency hauling or must otherwise provide emergency drinking water for its customers. 
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Multiple Unit Service - Per Unit I Month 

Small Commercial' 

STATKMEKT OF CHARGES FOR WASTEWATER SEKVICE 

36.19 

65.93 

I. RATES 

Regular Domestic2 

Restaurants, Motels, Grocery, DC 

Originally in Decision No. 72026, dated December 10, 2010, and again in Decision No. 72682, 
dated November 17,201 1, the Commission authorized the following rates and charges to become 
effective December 1,201 1 : 

36.91 

36.91 

Wigwam Resort I Room 

Wigwam Resort I Main 

36.91 

1,433.30 

Elementary School 

Middle & High School 

974.64 

1,146.64 

Community College 

Effluent Sales3 

1,777.29 

Market 

Small Commercial is a wastewater commercial customer that averages a maximum of 10,000 gallons of 

Regular Domestic is a wastewater commercial customer that averages a minimum of 10,000 gallons of 

Market Rate - maximum effluent rate shall not exceed $430 per acre foot based on a potable water rate 

1 

water usage per month. 

water usage per month. 

of $1.32 per thousand gallons and shall not be less than $0.17 per thousand gallons. 

2 

3 
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$3.22 
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I B. Commoditv Charge 

(per 1,000 gallons of water) 
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Re-Establishment of Service (a) (b) 

Reconnection (Regular Hours) (a) w@) 
-; ~ i x . k &  

NSF Check 25.00 
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Deposit Requirement 

Deposit Interest 

C. Service Charges 

(e) 

3.50% 

I Service Charge I 
I Establishment (a) I $20.00 1 
I Establishment (After Hours) (a) I 40.00 ~ 1 

I Deferred Payment, Per Month I 1.50% I 
I Late Charge I (c)  I 
I Service Calls, Per Hour / After Hours (d) I $40.00 I 

I Service Lateral Connection Charge - All Sizes I 0 I 
I Main Extension Tariff I (g) I 

(a) Service charges for customers taking both water and sewer services are not duplicative. 
(b) Minimum charge times number of months disconnected. 
(c) Greater of $5.00 or 1.50% of unpaid balance. 
(d) No charge for service calls during normal working hours. 
(e) Per Rule R14-2-603(B): 

Residential - two times the average bill; 
Non-Residential - two and one-half times the average bill. 

refundable contribution-in-aid of construction. 
( f )  At cost. Customer/Developer shall install or cause to be installed all Service Laterals as a non- 

. .  , , 7  (g) 9 C^'+ 7 
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(h) Actual cost of physical disconnection and reconnection (if same customer) and there shall& 
no charge if there is no physical work performed, 
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11. TAXES AND ASSESSMENTS 

In addition to all other rates and charges authorized herein, the Company shall collect 
from its customers all applicable sales, transaction, privilege, franchise, regulatory or other taxes 
and assessments as may apply now or in the future, per Rule R14-2-608(D)(5). 

I 
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TIT. PERMITTED COSTS 

A. 

B. 

Costs shall be verified by invoice. 

For services that are provided by the Company at cost, costs shall include labor, 
materials, other charges incurred, and overhead. However, prior to any such service 
being provided, the estimated cost of such service will be provided by the Company to 
the customer. After review of the cost estimate, the customer will pay the amount of the 
estimated cost to the Company. 

In the event that the actual cost is less than the estimated cost, the Company will refund 
the excess to the customer within 30 days after completion of the provision of the service 
or after Company’s receipt of invoices, timesheets or other related documents, whichever 
is later. 

C. 

D. In the event the actual cost is more than the estimated cost, the Company will bill the 
customer for the amount due within 30 days after completion of the invoices, timesheets 
or other related documents, whichever is later. The amount so billed will be due and 
payable 30 days after the invoice date. 

At the customer’s request, the Company shall make available to the customer all 
invoices, timesheets or related documents that support the cost for providing such service. 

Permitted costs shall include any Federal, State or local taxes that are or may be payable 
by the Company as a result of any tariff or contract for wastewater facilities under which 
the Customer advances or contributes funds or facilities to the Company. 

E. 

F. 
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STATEMENT OF TERMS AND CONDITIONS FOR WASTEWATER SERVICE 

I. CUSTOMER DISCHARGE TO SYSTEM 

A. Service Subiect to Regulation 

The Company provides wastewater service using treatment and collection 
facilities that are regulated by numerous county, state and federal Statutes and 
Regulations. Those Regulations include limitations as to domestic strength wastewater 
and the type of wastewater that may be discharged into the system by any person directly 
or indirectly connected to the plant. 

B. Waste Limitations 

The Company has established the permissible limits of concentration as domestic 
strength wastewater and will limit concentration for various specific substances, 
materials, waters, or wastes that can be accepted in the sewer system, and to specify those 
substances, materials, waters, or wastes that are prohibited from entering the sewer 
system. Each permissible limit so established shall be placed on file in the business 
office of the Company, with a copy filed with the Commission. No person shall 
discharge, or cause to be discharged, any new sources of inflow including, but not limited 
to, storm water, surface water, groundwater, roof runoffs, subsurface drainage, cooling 
water, or polluted industrial process waters into the sanitary sewer. The Company will 
require an affidavit from all commercial and industrial customers, and their professional 
engineer, stating that the wastewater discharged to the system does not exceed domestic 
strength. 

C. Inspection and Right of Entrv 

Every facility that is involved directly or indirectly with the discharge of 
wastewater to the Treatment Plant may be inspected by the Company as it deems 
necessary. These facilities shall include but not be limited to sewer; sewage pumping 
plants; all processes; devices and connection sewer; and all similar sewerage facilities. 
lnspections may be made to determine that such facilities are maintained and operated 
properly and are adequate to meet the provisions of these rules. Inspections may include 
the collection of samples. Authorized personnel of the Company shall be provided 
immediate access to all of the above facilities or to other facilities directly or indirectly 
connected to the Treatment Plant at all reasonable times including those occasioned by 
emergency conditions. Any permanent or temporary obstruction to easy access to the 
user’s facility to be inspected shall promptly be removed by the facility user or owner at 
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the written or verbal request of the Company and shall not be replaced. No person shall 
interfere with, delay, resist or refuse entrance to an authorized Company representative 
attempting to inspect any facility involved directly or indirectly with a discharge of 
wastewater to the Treatment Plant. Adequate identification shall be provided by the 
Company for all inspectors and other authorized personnel and these persons shall 
identify themselves when entering any property for inspection purposes or when 
inspecting the work of any contractor. 

All transient motor homes, travel trailers and other units containing holding tanks 
must arrive at the Company’s service area in an empty condition. Inspection will 
be required of said units prior to their being allowed to hookup to the wastewater 
system. 

D. Termination of Water Service for Violation of Wastewater Rules and Regulations 

The Company is authorized to discontinue water service to any person connected 
to both its water and sewer systems who violates the Company’s wastewater terms and 
conditions as set forth in this PART FOUR or in any way creates a public health hazard 
or the likelihood of such a public health hazard. This termination authority docs not 
apply to non-payment for water or wastewater services. 
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11. RULES AND REGULATIONS 

The Company has adopted the Rules and Regulations established by the Commission as 
the basis for its operating procedures. A.A.C. R14-2-601 through A.A.C. R14-2-609 will be 
controlling of Company procedures, unless specifically approved tariffs or Commission Order(s) 
provide otherwise. 
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ALTERNATE RATES FOR WATER AND WASTEWATER (ARWW) 
DOMESTIC SERVICE - SINGLE FAMILY ACCOMMODATION 

APPLICABILITY 

Applicable to residential water and wastewater service for domestic use rendered to low- 
income households where the customer meets all the program qualifications and special 
conditions of this rate schedule. 

TERRITORY 

Within all customer service areas served by Litchfield Park Service Company 
C‘LP SCO”) . 

RATES 

Fifteen percent (1 5%) discount applied to the regular filed tariff. 

PROGRAM OUALIFICATIONS 

1. The LPSCO bill must be in your name and the address must be your primary 
residence or you must be a tenant receiving water service by a sub-metered 
system. 
You may not be claimed as a dependent on another person’s tax return. 2. 

3 .  
4. 

5 .  

You must reapply each time you move residences. 
You must renew your application once every 
requested. 
You must recertify each year by submitting a 
continuing eligibility, and provide one of the 

two (2) years, or sooner, if 

declaration attesting to your 
following items as proof of 

eligibility: 1) copy of tax return from prior year; or 2) copy of W2 form from prior 
year; or 3 )  copy of welfare / food stamp cards. 
You must notify LPSCO within thirty (30) days if you become ineligible for 
ARWW. 
Your total gross annual income of all persons living in your household cannot 
exceed the income levels below: 

6. 

7. 
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ALTERNATE RATES FOR WATER AND WASTEWATER (ARWW) 
DOMESTIC SERVICE - SINGLE FAMILY ACCOMMODATION 

Effective December 1,2010 

No. of Person Total Gross 
in Household Annual Income 

1 $1 6,245 
2 $2 1,855 
3 $27,465 
4 $33,075 
5 $38,685 
6 $44,295 

For each additional person residing in the household, add $5,610 

For the purpose of the program the “gross household income” means all money and non cash 
benefits, available for living expenses, from all sources, both taxable and non taxable, before 
deductions for all people who live in your home. This includes, but is not limited to: 

Wages or salaries Social Security, SSI, SSP 
Interest or dividends from: Scholarships, grants, or other aid 
Savings account, stocks or bonds used for living expenses 
Unemployment benefits Disability payments Worker’s Compensation 

Food Stamps Child Support TANF (AFDC) 
Pensions Insurance settlements Spousal Support 
Gifts 

Rental or royalty income 
Profit from self-employment 
(IRS form Schedule C, Line 29) 
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SPECIAL CONDITIONS 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Application: An application on a form authorized by the Commission is required for 
each request for service under this schedule. A customer must reapply every two (2) 
years. 

Recertification: A customer enrolled in the ARWW program must, each year, recertify 
by submitting a declaration attesting to continuing eligibility, and provide one of the 
following items as proof of eligibility: 1) copy of tax return from prior year; or 2) copy of 
W2 form from prior year; or 3) copy of welfare / food stamp cards. 

Commencement of Rate: Eligible customers whose applications have been approved 
shall be billed on this schedule commencing with the next regularly scheduled billing 
period that follows receipt of application by LPSCO. 

Verification: Information provided by the applicant is subject to verification by LPSCO. 
Refusal or failure of a customer to provide documentation of eligibility acceptable to 
LPSCO, upon request by LPSCO, shall result in removal from this rate schedule. 

Notice from Customer: It is the customer’s responsibility to notify LPSCO if there is a 
change of eligibility status. 

Rebilling: Customers may be re-billed retroactively for periods of ineligibility under the 
applicable rate schedule. 

Master-metered: A reduction will be calculated in the bill of master-metered customers, 
who have sub-metered tenants that meet the income eligibility criteria, so an equivalent 
discount (15%) can be passed through to eligible customer(s). 

Participation Cap: The ARWW program is limited to 5,000 water division customers 
and 5,000 wastewater division customers. Applications will be reviewed and approved 
on a first come, first served basis. Applicants will be placed on a waiting list if the 
participation cap has been met. 
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$27,465 
$33,075 
$38,685 
$44,295 

Application for 
Alternate Rates for Water and Wastewater (ARWW) 

To qualify for Liberty Water ARWW please check (4) all that apply: 

r 
r 
r 

I am a Libertv Water residential customer and the Libertv Water account is in mv name. 

I am a sub-metered tenant within the Libertv Water service area. 

Mv household income is at or below the income level in the listine below. 

Total No. of persons living in 
household: $ 

Household’s Total Gross Annual Income: Contact Phone Number 

City Zip Code State 

I I I I 

Please attach one of the items listed as proof of income for eligibility verification: Copy of tax return from prior year, or copy of W2 
from prior year, or copy of welfare I food stamp cards. 

By signing below, I certify under penalty of perjury that this information is true and correct under the laws of the State of Arizona. I will 
provide proof of income and I will notify Liberty Water of any changes that affect my eligibility. I understand that if I receive the 
discount without meeting the qualifications for it, I may be required to pay back the discount I received. 

Customer Signature Date 

Note: An Application for ARWW must be submitted every two years. A Declaration of Eligibility must be submitted annually for 
verification. Please allow 30-45 days for processing. 

Office Use Only: Date Verified Verified By Expires 
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Zip Code State 

Declaration of Eligibility 
Alternate Rates for Water and Wastewater (ARWW) 

Contact Phone Number 

To recertify enrollment in the ARWW Program please fill out the following attesting to continuing eligibility: 

Work Phone Number 

Name as shown on Liberty Water statement 

Liberty Water Account Number 
(As shown on statement) 
Liberty Water Service Address 

Your Name (Please Print) 

Last submitted an Application for Alternative Rates (ARWW) 
on 

and hereby confirm my eligibility for the year ending 

I-- I 
Copy of tax return from prior year, 
or copy of W2 form from prior year, 

or copy of welfare / food stamp cards. 

By signing below, I certify under penalty of perjury that this information is true and correct under the laws of the State of 
Arizona. I will provide proof of income and I will notify Liberty Water of  any changes that affect my eligibility. I understand 
that if I receive the discount without meeting the qualifications for it, I may be required to pay back the discount I received. 

Customer Signature Date 

Note: An Application for ARWW must be submitted every two years. A Declaration of Eligibility must be submitted annually 
for verification. 
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Liberty Water Alternate Rates for Water and Wastewater (ARWW) 

Applicability 

Applicable to residential water and wastewater service for domestic use rendered to low-income households where the customer 
meets all the Program Qualifications and Special Conditions of this rate schedule. 

Territory 

Within all customer service areas served by Litchfield Park Service Company dba Liberty Water. 

Discount 

Fifteen percent (15%) discount applied to the regular filed tariff. The discount will be applied to the customer’s total bill before 
any adjustments and application of any other taxes, credit, penalties or fees. 

Program Qualifications 

The Liberty Water account must be in your name and the address must be your primary residence in our service area or you 
must be a tenant receiving water service by a sub-metered system. 
You may not be claimed as a dependent on another person’s tax return. 
You must reapply each time you move residences. 
You must renew your application once every two (2) years or sooner if requested. 
You must recertify each year by submitting a declaration attesting to your continuing eligibility, and provide one of the 
following items as proof of eligibilitu: 1) COPY of tax return from prior vear; or 2) COUY of W2 form from prior vear; or 3) 
CODV of welfare/food stamD cards. 
You must notify Liberty Water within thirty (30) days if you become ineligible for ARWW. 
Your total gross annual income of all persons living in your household cannot exceed the income levels provided on the 
application. 

Special Conditions 

You must fill out and sign the ARWW Application completely. Incomplete information will delay your discount. You must 
reapply every two (2) years. 
You must recertify your enrollment in the ARWW annually by submitting a Declaration of Eligibility and providing one of 
the following items as proof of eligibility: 1) CODV of tax return from prior vear; or 2) COPV of W2 form from prior vear; or 
3) copy of welfare/food stamp cards. 
Customers shall be billed on this schedule commencing with the next regularly scheduled billing period that follows the 
receipt and approval of the application by Liberty Water. 
Documentation of your gross annual income must be provided to Liberty Water for verification of eligibility for ARWW. 
Refusal or failure to provide documentation of acceptable eligibility to Liberty Water shall result in removal from this rate 
schedule. 
It is the customer’s responsibility to notify Liberty Water if there is a change in eligibility status. 
You may be re-billed for any periods of ineligibility under the applicable rate schedule. 
Master-metered customers who have sub-metered tenants will receive a reduction in the billing. Sub-metered tenants must 
qualify and meet the income eligibility criteria so an equivalent discount (15%) can be passed through to eligible 
customer(s). 
The ARWW program is limited to 5,000 water division customers and 5,000 wastewater division customers. 

How to Submit Completed ARWW Application andlor Declaration of Eligibility 

Mail, Fax or Email your ARWW Application and Declaration of Eligibility to: 
Liberty Water (Litchfield Park Service Company) 
12725 W. Indian School Rd. Ste. DlOl 
Avondale, AZ 85392 

Email: customerserviceavondale@libertwvater.c~~ 
Fax: 623-935-1020 
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PART SIX 
HOOK-UP FEE TARIFF 

WATER HOOK-UP FEE 

I. Purpose and Applicabilitv 

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

11. 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, and may include Developers and/or Builders of new 
residential subdivisions and/or commercial and industrial properties. 

“Company” means Litchfield Park Service Company - Water Division. 

“Main Extension Agreement” means any agreement whereby an Applicant, Developer and/or Builder 
agrees to advance the costs of the installation of water facilities necessary to the Company to serve 
new service connections within a development, or installs such water facilities necessary to serve 
new service connections and transfers ownership of such water facilities to the Company, which 
agreement shall require the approval of the Commission pursuant to A.A.C. R-14-2-406, and shall 
have the same meaning as “Water Facilities Agreement’’ or “Line Extension Agreement.” 

“Off-site Facilities” means wells, storage tanks and related appurtenances necessary for proper 
operation, including engineering and design costs. Off-site facilities may also include booster 
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper operation 
if these facilities are not for the exclusive use of the applicant and will benefit the entire water 
system. 

“Service Connection’’ means and includes all service connections for single-family residential, 
commercial, industrial or other uses, regardless of meter size. 
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518” x 314” 

111. Water Hook-ur, Fee 

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

1 $1,800 

I OFF-SITE WATER HOOK-UP FEE TABLE I 

1 ” 
1-112” 

I Meter Size 1 SizeFactor 1 Total Fee(a) I 

2.5 $4,500 
5 $9,000 

3” 

I 314” I 1.5 I $2.700 I 

16 $28,800 

I 
I 

I 2” I 8 I $14.400 I 

4 ’  25 $45,000 
6”’+€aFge 50 $90,000 
- 8” x-80 $144,000 
10” X-115 $3 10,500 
12” 

~~ ~~~ 

X-2 15 ___ $967,500 

(A) For “Active Adult” communities with demonstrated age-restricted zoning andor CCRs 
providing for age-restricted living, the Total Fee shall be Two-Thirds (2/3) of the Total Fee shown 
above, based on an ERU factor of 190 gallons per day:, domestic only 

IV. Terms and Conditions 

(A) Assessment of One Time Off-Site Hook-up Fee: The off-site hook-up fee may be assessed 
only once per parcel, service connection, or lot within a subdivision (similar to meter and service line 

(B) Use of Off-Site Hook-up Fee: Off-site hook-up 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 hook-up fees shall not be used to cover repairs, maintenance, or operational 
costs. The Company shall record amounts collected under the tariff as CIAC; however, such 
amounts shall not be deducted from rate base until such amounts have been expended for plant. 

(C) Time of Payment: 

I installation charge) except non-residential use. 

I ++---For those requiring a Main Extension Agreement: In the event that the person or entity that 
will be constructing improvements (“Applicant”, “Developer” or “Builder”) is otherwise required 
to enter into a Main Extension Agreement, whereby the Applicant, Developer or Builder agrees 
to advance the costs of installing mains, valves, fittings, hydrants and other on-site improvements 
in order to extend service in accordance with R-14-2-406(B), payment of the Hook-Up Fees 
required hereunder shall be made by the Applicant, Developer or Builder 

. .  I 
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agreement, but 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-14-2-406(M). In no event will service be established without 
full payment of the Hook-Up Fees (see E. below). 

21- 
For those connecting to an existing main: In the event that the Applicant, Developer or 
Builder for service is not required to enter into a Main Extension Agreement, the Hook-Up 
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, Developer, or 
Builder may agree to construction of off-site facilities necessary to serve a particular development by 
Applicant, Developer or Builder, 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 hook-up fees due 
under this Tariff. If the total cost of the off-site facilities constructed by Applicant, Developer or 
Builder and conveyed to Company is less than the applicable off-site hook-up fees under this Tariff, 
Applicant, Developer or Builder shall pay the remaining amount of off-site hook-up fees owed 
hereunder. If the total cost of the off-site facilities contributed by Applicant, Developer or Builder 
and conveyed to Company is more than the applicable off-site hook-up fees under this Tariff, 
Applicant, Developer or Builder shall be refunded the difference upon acceptance of the off-site 
facilities by the Company. 

(E) Failure to Pay Charges; Delinquent Pavments: The Company will not be obligated to make 
an advance commitment to provide or actually provide water service to any Developer, Builder or 
other applicant for service in the event that the Developer, Builder or other applicant for service 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) In the event that the Applicant, Developer or 
Builder is engaged in the development of a residential subdivision and/or development containing 
more than 150 lots, the Company may, in its reasonable discretion, agree to payment of off-site hook- 
up fees in installments. Such installments may be based on the residential subdivision and/or 
development’s phasing, and should attempt to equitably apportion the payment of charges hereunder 
based on the Applicant’s, Developer’s or Builder’s construction schedule and water service 
requirements. In the alternative, the Applicant, Developer, or Builder 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) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company as Hook-Up 
Fees pursuant to the off-site hook-up fee tariff shall be non-refundable contributions in aid of 
construction. 

Large SubdivisiodDevelopment Projects: 
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(H) Use of Off-Site Hook-Uu Fees Received: All funds collected by the Company as off-site 
hook-up fees shall be deposited into a separate interest bearing trust 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. 

(I) Off-Site Hook-uu Fee in Addition to On-site Facilities: The off-site hook-up 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 hnds  collected pursuant to the off-site hook-up fees, or if the off-site hook-up 
fee has been terminated by order of the Arizona Corporation Commission, any funds remaining in 
the trust 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 beyond those facilities whose costs were included in the off-site hook-up 
fee, and which are contemplated to be constructed using the proceeds of the off-site hook-up Fee, the 
Company may require the applicant to install such additional facilities as are required to meet those 
additional fire flow requirements, as a non-refundable contribution, in addition to the off-site hook- 
up fee. 

(L) Status Reuorting; Requirements to the Commission: The Company shall submit a calendar 
year Off-Site Hook-Up Fee status report each January to Docket Control for the prior twelve (12) 
month period, beginning January 2012, until the hook-up fee tariff is no longer in effect. This status 
report shall contain a list of all customers that have paid the hook-up fee tariff, the amount each has 
paid, the physical locatiodaddress 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 hnds within the tariff account, 
and a list of all facilities that have been installed with the tariff funds during the 12 month period. 
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PART SIX 
HOOK-UP FEE TARIFF 

WASTEWATER HOOK-UP FEE 

I. Purpose and Applicability 
The purpose of the off-site facilities hook-up fees payable to Litchfield Park Service 

Company - Wastewater Division (the “Company”) pursuant to this tariff is to equitably apportion the 
costs of constructing additional off-site facilities to provide wastewater treatment and disposal 
facilities among all new service laterals. These charges are applicable to all new service laterals 
undertaken via Collection Main Extension Agreements, or requests for service not requiring a 
Collection Main Extension Agreement, entered into after the effective date of this tariff. The charges 
are one-time charges and are payable as a condition to Company’s establishment of service, as more 
particularly provided below. 

11. Definitions 
Unless the context otherwise requires, the definitions set forth in R-14-2-601 of the Arizona 

Corporation Commission’s (“Commission”) rules and regulations governing sewer utilities shall 
apply interpreting this tariff schedule. 

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

“Company” means Litchfield Park Service Company - Wastewater Division. 

“Collection Main Extension Agreement” means an agreement whereby an Applicant, Developer 
and/or Builder agrees to advance the costs of the installation of wastewater facilities necessary to 
serve new service laterals, or install wastewater facilities to serve new service laterals and transfer 
ownership of such wastewater facilities to the Company, which agreement does not require the 
approval of the Commission pursuant to A.A.C. R-14-2-606, and shall have the same meaning as 
“Wastewater Facilities Agreement.” 

“Off-site Facilities” means the wastewater treatment plant, sludge disposal facilities, effluent disposal 
facilities and related appurtenances necessary for proper operation, including engineering and design 
costs. Offsite facilities may also include lift stations, force mains, transportation mains and related 
appurtenances necessary for proper operation if these facilities are not for the exclusive use of the 
applicant and benefit the entire wastewater system. 

“Service Lateral” means and includes all service laterals for single-family residential, commercial, 
industrial or other uses. 
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111. Wastewater Hook-up Fee 

For each new residential service lateral, the Company shall collect a Hook-Up Fee of $1,800 
based on the Equivalent Residential Unit (“ERU”) of 320 gallons per day. Commercial and 
industrial applicants shall pay based on the total ERUs of their development calculated by dividing 
the estimated total daily wastewater capacity usage needed for service using standard engineering 
standards and criteria by the ERU factor of 320 gallons per day. For “Active Adult” communities 
with demonstrated age-restricted zoning and/or CCRs providing for age-restricted living, the Hook- 
Up Fee shall be $1,070, based on an ERU factor of 190 gallons per day. 

IV. Terms and Conditions 

(A) Assessment of One Time Off-Site Facilities Hook-up Fee: The off-site facilities hook-up fee 
may be assessed only once per parcel, service lateral, or lot within a subdivision (similar to a service 
lateral installation charge). 

(B) Use of Off-Site Facilities Hook-up Fee: Off-site facilities hook-up fees may only be used to 
pay for capital items of Off-site Facilities, or for repayment of loans obtained to fimd the cost of 
installation of off-site facilities. Off-site hook-up fees shall not be used to cover repairs, 
maintenance, or operational costs. The Company shall record amounts collected under the tariff as 
CIAC; however, such amounts shall not be deducted from rate base until such amounts have been 
expended for plant. 

(C) Time of Payment: 

(1)  In the event that the person or entity that will be constructing improvements 
(“Applicant”, “Developer” or “Builder”) is otherwise required to enter into a Collection 
Main Extension Agreement, payment of the fees required hereunder shall be made by the 
Applicant, Developer or Builder at time of execution of the Main Extension 
Ae;reement.wi+l+ 15 2- zf c x u u u  

- 

(2) In the event that the Applicant, Developer or Builder for service is not required to enter 
into a Collection Main Extension Agreement, the Hook-Up Fee charges hereunder shall 
be due and payable at the time wastewater service is requested for the property. 

(D) Company and Applicant, Developer, or 
Builder may agree to construction of off-site facilities necessary to serve a particular development by 
Applicant, Developer or Builder, 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 hook-up fees due 
under this Tariff. If the total cost of the off-site facilities constructed by Applicant, Developer or 
Builder and conveyed to Company is less than the applicable off-site hook-up fees under this Tariff, 
Applicant, Developer or Builder shall pay the remaining amount of off-site hook-up fees owed 
hereunder. If the total cost of the off-site facilities contributed by Applicant, Developer or Builder 
and conveyed to Company is more than the applicable off-site hook-up fees under this Tariff, 

Off-Site Facilities Construction bv Developer: 
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Developer or Builder shall be refunded the difference upon acceptance of the off-site facilities by the 
Company. 

(E) Failure to Pay Charges; Delinquent Pavments: The Company will not be obligated to make 
an advance commitment to provide or actually provide wastewater service to any Developer, Builder 
or other applicant for service in the event that the Developer, Builder or other applicant for service 
has not paid in full all charges hereunder. Under no circumstances will the Company connect service 
or otherwise allow service to be established if the entire amount of any payment has not been paid. 

(F) Large Subdivision and/or Development Projects: In the event that the Applicant, Developer 
or Builder is engaged in the development of a residential subdivision and/or development containing 
more than 150 lots, the Company may, in its reasonable discretion, agree to payment of off-site hook- 
up fees in installments. Such installments may be based on the residential subdivision and/or 
development’s phasing, and should attempt to equitably apportion the payment of charges hereunder 
based on the Applicant’s, Developer’s or Builder’s construction schedule and water service 
requirements. In the alternative, the Applicant, Developer, or Builder 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) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company pursuant to 
the off-site facilities hook-up fee tariff shall be non-refundable contributions in aid of construction. 

(H) Use of Off-Site Hook-Up Fees Received: All funds collected by the Company as off-site 
facilities hook-up fees shall be deposited into a separate account and bear interest and shall be 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. 

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

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

(IC) Status Reporting Requirements to the Commission: The Company shall submit a calendar 
year Off-Site Facilities Hook-Up Fee status report each January to Docket Control for the prior 
twelve (12) month period, beginning January 2012, until the hook-up fee tariff is no longer in effect. 
This status report shall contain a list of all customers that have paid the hook-up fee tariff, the amount 
each has paid, the physical locatiodaddress 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 an itemization of all facilities that have been installed using the tariff funds during the 
12 month period. 
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