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COMMISSIONERS 

30B STUMP, Chairman 
3ARY PIERCE 
BRENDA BURNS 

Arizona Corporation Commission 
DOCKETED 

. *  

MAR 1 9  2014 
BOB BURNS 
SUSAN BITTER SMITH ORIGINAL 
N THE MATTER OF THE APPLICATION OF 
ARIZONA WATER COMPANY, AN 
ARIZONA CORPORATION, FOR 

SURCHARGE OF AN ARSENIC COST 
RECOVERY MECHANISM FOR IN ITS SAN 
MANUEL SYSTEM 

AUTHORITY TO IMPLEMENT STEP-1 

Docket No. WO1445A-11-0310 

ARIZONA WATER COMPANY'S 
APPLICATION FOR AUTHORITY TO 

RECOVERY MECHANISM SURCHARGE 
IMPLEMENT STEP-1 ARSENIC COST 

Arizona Water Company ("the Company") hereby files this application to implement certain 

surcharges under the Arsenic Cost Recovery Mechanism ("ACRM") in its San Manuel system, 

pursuant to the provisions of Decisions Nos. 73736 (February 20, 2013) and 66400 (October 14, 

2003). 

BACKGROUND 

On February 20, 2013, the Commission issued Decision No. 73736 in a general rate case 

proceeding for the Company's Eastern Group, which includes the San Manuel system. In that 

decision, the Commission authorized the Company to apply for ACRM surcharges for the 

Company's Eastern Group, subject to compliance with the requirements established in Decision No. 

66400. The purpose of the ACRM is to permit the Company to recover costs incurred to comply 

with the Maximum Contaminant Level ("MCL") for arsenic imposed by the U.S. Environmental 

Protection Agency ("EPA") under the Safe Drinking Water Act. 

DETAILS OF THIS FILING 

The Company serves approximately 1,436 customers in its San Manuel system. The 

Company purchases 100% of the water it provides to its San Manuel customers from BHP Copper, 

Inc. ("BHP"). The untreated water the Company purchases from BHP exceeds the EPA's MCL for 
L \COMMISSIONRATE CASESEG 11-0310\FILINGS12014 SAN MANUEL ACRM APPLICATION 201443-19 N DOCX 1 
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xsenic. In 2007, the Company constructed an arsenic removal facility to reduce the level of arsenic 

m water it purchases from BHP in order to comply with the MCL. In 2010, BHP drilled two new 

wells to deliver water to the Company for its San Manuel system. The water quality of the new 

wells is such that the existing arsenic removal facility will not produce treated water that complies 

with the MCL for arsenic without additional modifications. The Company determined that with 

certain modifications, including pre-treatment pH adjustment, the existing facility can be modified to 

treat the new supply to comply with the MCL, thereby avoiding the significant cost of constructing a 

new arsenic removal facility. The Company commenced construction of the modifications in 2012 

and placed the modifications in service in November 2013. A copy of the Arizona Department of 

Environmental Quality Approval of Construction is included with this Application as Attachment 1. 

The Company's Application supports an ACRM fixed monthly surcharge of $1.45 and an 

ACRM volumetric surcharge of $0.2346 per 1,000 gallons. The Company estimates that the average 

monthly bill for customers in the San Manuel system (based on 6,844 gallons used and a 5/8-inch 

meter) will increase by $3.05, or 6.03%, from $50.62 to $53.67. 

Pursuant to the guidelines established in Decision No. 66400, the Step-1 ACRM surcharge 

includes only capital-related costs associated with arsenic treatment facilities. As of December 3 1 , 

2013, the Company's actual rate of return on original cost rate base was 6.72% for the San Manuel 

system (see Attachment 2, Schedule 3). 

SUPPORTING MATERIAL 

In support of this Step-1 ACRM surcharge application for the San Manuel system, the 

Company includes the schedules required by Decision No. 66400 as Attachment 2, hereto. The 

Company will also provide Staff with electronic copies of all work papers and supporting 

documents, including contractor invoices. 

... 

... 
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COMPANY CONTACT INFORMATION 

The person responsible for overseeing all ACRM filings, including responding to all formal 

lata requests, is Joel M. Reiker, the Company's Vice President, Rates and Revenue. Mr. Reiker's 

Iffice and mailing address is 3805 North Black Canyon Highway, Phoenix, AZ 85015. Mr. 

teiker's telephone number is (602) 240-6860, Ext. 108, and his email address is 

reiker@azwater.com. 

CONCLUSION 

This Application for a Step-1 ACRM surcharge for the Company's San Manuel system 

:omplies with all of the requirements of Decision No. 66400. As the Commission found, adopting 

.he ACRM mechanism 'I.. . properly balances the need for the Company to remain financially sound 

Jvith the avoidance of significant rate shock to customers who are affected by the arsenic 

-equirements." (Decision No. 66400, page 20, lines 21-22). For these reasons, the Company 

mequests that the Step-1 ACRM surcharge for the San Manuel system be approved by the 

Zommission at the earliest possible time. 

RESPECTFULLY SUBMITTED this 19th day of March, 20 14. 

ARIZONA WATER COMPANY 

By: 
E. Robert Spear 
General Counsel 
ARIZONA WATER COMPANY 
Post Office Box 29006 
Phoenix, Arizona 85038-9006 

Steven A Hirsch 
Stanley B. Lutz 
BRYAN CAVE LLP 
Two North Central Avenue, Suite 2200 
Phoenix, AZ 85004 
Attorneys for Applicant 
Arizona Water Company 
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IRIGINAL and thirteen (13) copies of the foregoing filed this 19th day of March, 2014, with: 

locket Control Division 
irizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 

ZOPY of the foregoing was mailed this 19th day of March, 20 14, to: 

,yn Farmer, Chief Administrative Law Judge 
4earing Division 
Irizona Corporation Commission 
1200 West Washington Street 
'hoenix, Arizona 85007 

Steven M. Olea, Director 
Jtilities Division 
bizona Corporation Commission 
1200 West Washington Street 
?hoenix, Arizona 85007 

lanice Alward, Chief Counsel 
Wesley Van Cleve 
Bridget Humphrey 
Legal Division 
hizona Corporation Commission 
200 West Washington Street 
'hoenix, Arizona 85007 

h i e l  W. Pozefsky, Chief Counsel 
tesidential Utility Consumer Office 
1 10 West Washington Street, Suite 220 

'hoenix, Arizona 85007 
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ZOPY of the foregoing e-mailed andor mailed this 19th day of March, 2014, to: 

Scott S. Wakefield 
UDENOUR, HIENTON & LEWIS, PLLC 
lo1 N. Central Ave. Suite 3300 
'hoenix, AZ 85004-1052 
;wakefield@rhlfirm.com 
4ttorney for Residential Utility Consumer OfJice 

lay L. Shapiro 
TENNEMORE CRAIG PC 
,394 E. Camelback Road, Suite 600 
Phoenix, AZ 85016-3429 
~ shapiro@fclaw.com 
4ttorney for Liberty Utilities 

Zhristopher Krygier 
LIBERTY UTILITIES 
12725 W. Indian School Road, Suite DlOl 
4vondale, AZ 85392 
;hris.krygier@libertyutilities.com 

Michael Hallam 
LEWIS ROCA ROTHBERGER, LLP 
40 N. Central 
Phoenix, AZ 85004 
Mhallam@LRRlaw.com 
4ttorney for EPCOR Water Arizona, Inc. 

Sheryl Hubbard 
EPCOR WATER ARIZONA, INC. 
2355 W. Pinnacle Peak Road, Suite 300 
Phoenix, AZ 85027 
shubbard@epcor.com 

Michael M. Grant 
GALLAGHER & KENNEDY, PA 
2575 E. Camelback Road 
Phoenix, AZ 85016-9225 
nmg@gknet.com 
4ttorney for Arizona Investment Council 

3ary Yaquinto 
WZONA UTILITY INVESTORS ASSN. 
,100 N. Central Avenue, Suite 210 
Phoenix, AZ 85004 
g yaquir$,Q@arizonaic.org 

Michael W. Patten 
Timothy J. Sabo 
ROSHKA DEWULF & PATTEN, PLC 
One Arizona Center 
400 E. Van Buren, Suite 800 
Phoenix, AZ 85004-2262 
mpatten@rdp-1aw.com 
tsaboardp-1aw.com 
Attorneys for Global Water 

Ron Fleming 
GLOBAL WATER UTILITIES 
2 14 10 N. 1 gth Avenue, Suite 201 
Phoenix, AZ 85027 
ron. fleming@gwresources.com 

Gany D. Hays 
LAW OFFICES OF GARRY D. HAYS, PC 
1702 E. Highland Avenue, Suite 204 
Phoenix, AZ 85016 
ghay s@lawgdh.com 
Attorney for City of Globe 

Greg Patterson 
9 16 W. Adams, Suite 3 
Phoenix, AZ 85007 
greg@azcpa.org 
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Ryan Harper 
Lauren Patheal 
Julie Rees 
TRIADVOCATES, LLC 
Two N. Central Ave., Suite 1150 
Phoenix, Arizona 85004 

Ms. Kathie Wyatt (by mail only) 
1940 N. Monterey Drive 
Apache Junction, AZ 85 120 
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Janice K. Brewer 
Governor 

ARIZONA DEPARTMENT 

1 

Henry R. Darwin 
Ditector 

APPROVAL OF CONSTRUCTION 
Project Description: 

stment facility consisting of on1 
gallon sodium hypochlorite, one 
piping at an existing arsenic 

removal facility. 

Location: 

The treatment facility demonstrated arsenic removal below the MCL during 
startup monitoring. 
San Manuel, AZ 

Project Owner: Arizona Water Company - San Manuel 

Phoenix, AZ 85038 
Address: PO Box 29006 

The Arizona Department of Environmental Quality (ADEQ) hereby issues an Approval of Construction for the 
above-described facility based on the following provisions of Arizona Administrative Code (A.A.C.) R18-5-507 et 
seq. 

On September 24", 2012, ADEQ issued a Certificate of Approval to Construct for the referenced project. 

On February 18*, 2014, Richard Hacker, P.E., certified the following: 

A final construction inspection was conducted on November 1 9 ~ ,  2013; 
rn The referenced project was constructed according to the as-built plans and specifications and ADEQ's 

rn The water distribution system was disinfected according to an ADEQ-approved method; and 
Certificate of Approval to Construct; 

The applicant has the right to appeal this AOC Permit. 

This Approval of Construction authorizes the owner to begin operating the above-described facilities as represented 
in the approved plan on file with the ADEQ. Be advised that A.A.C. R18-5-124 requires the owner of a public 
water system to maintain and operate all water production, treatment and dishibution facilities in accordance with 
ADEQ Safe Drinking Water Rules. 

RDR 

PWS No.: 11-020 . 
LTF No.: 59670 

c: TEU FileNo.: 20120172 
CRO Approval of Construction File 
Pinal County Health Department 
Pinal County Planning & Zoning Department 
AZ Corporation Commission 
Richard Hacker, PE 

Southern Regional Office 
400 West Congress Street Suite 433 9 Tucson, A2 85701 RmNA W A k H  (;OMMI* 

Printed (520)628-r]bE on recyc d a er COPT PHQEMM - ENGtKERIW 



Page 20f 2 

RIGHT TO APPEAL INFORMATION 

The Arizona Department of Environmental Quality’s review of this application was subject 
to the requirements of the licensing time frames (“LTF”) statute under Arizona Revised 
Statutes (“A.R.S.”) 3 41-1072 through 5 41-1079 and the LTF rules under Arizona 
Administrative Code (“A.A.C.”) R18-1-501 through R18-1-525. This Notice is being issued 
within the overall time frame for your application. 

ADEQ hereby approves your application for Approval of Construction Drinking Water 
Faciliy’ under A.R.S. 3 49-35 1. Your copy of the Approval of Construction Permit is on the 
reverse side of this Right to Appeal Information sheet. 

This decision is an appealable agency action under A.R.S. 0 41 -1092. You have a right to 
request a hearing and file an appeal under A.R.S. 0 41-1092.03(B). You must file a written 
Request for Hearing or Notice of Appeal within 30 days of your receipt of this Notice. A 
Request for Hearing or Notice of Appeal is filed when it is received by ADEQ’s Hearing 
Administrator as follows: 

Judith Fought, Hearing Administrator 
Office of Administrative Counsel 
Arizona Department of Environmental Quality 
11 10 W. Washington Street 
Phoenix, AZ 85007 

’ 

The Request for Hearing or Notice of Appeal shall identify the party, the party’s address, the 
agency and the action being appealed and shall contain a concise statement of the reasons for 
the appeal. Upon proper filing of a Request for Hearing or Notice of Appeal, ADEQ will 
serve a Notice of Hearing on all parties to the appeal. If you file a timely Request for 
Hearing or Notice of Appeal you have a right to request an informal settlement conference 
with ADEQ under A.R.S. 6 41-1092.06. This request must be made in writing no later than 
20 days before a scheduled hearing and must be filed with the Hearing Administrator at the 
above address. 
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