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COMMISSIONER

IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY,
AN ARIZONA CORORATION, FOR A
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS
RATES AND CHARGES BASED THEREON
FOR UTILITY SERVICE BY ITS ANTHEM
WATER DISTRICT AND ITS SUN CITY
WATER DISTRICT.

IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY,
AN ARIZONA CORORATION, FOR A
DETERMINATION OF THE CURRENT FAIR
VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS
RATES AND CHARGES BASED THEREON
FOR UTILITY SERVICE BY ITS
ANTHEM/AGUA FRIA WASTEWATER
DISTRICT, ITS SUN CITY WASTEWATER
DISTRICT AND ITS SUN CITY WEST
WASTEWATER DISTRICT.

RUCO’S RESPONSE TO ANTHEM COMMUNITY COUNCIL’S (“ANTHEM”)
REQUEST FOR RECONSIDERATION OF COMMISSION’S DENIAL OF MOTION
FOR STAY OF PROCEEDINGS

The Residential Utility Consumer Office (“RUCO”) hereby responds to Anthem

Community Council's (“Anthem”) Request for Reconsideration of the Commission’s Denial of
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Motion for Stay of Proceedings as follows. RUCO joins in most of the concerns expressed in
Anthem’s Request.

As a preliminary matter, RUCO has not yet decided its position regarding the
consolidation of all of the Company’s wastewater divisions. That is not the question here —
the present question from RUCO’s perspective is the Commission's process in its
consideration of the consolidation of the Company’s wastewater divisions.

RUCO agrees with Anthem that this matter should be considered in the context of a
new rate case for all of its wastewater districts. The Company should also be required to
provide cost of service studies and other supporting information. Aside from the fact that
such a task will require, at a minimum, cost of service studies to be complete, the
Commission ordered this process in Decision No. 73227 — (“the Deconsolidation Order”) —-
see page 41. At this point, the Company, among other things, has not quantified what the
additional expenses or additional savings will be should the Commission consider
consolidation of all the districts.

Staff has requested that the Commission, in furtherance of its consideration of total
system wastewater consolidation, reopen past Commission Decision Nos. 72047, 73221,
73227, 73230 and 73837 under A.R.S. Section 40-252. All of these decisions fall out of the
Company’s last rate case, Decision No. 72047, which included the Anthem/Aqua Fria
Wastewater system, Sun City Wastewater and Sun City West Wastewater systems. The
Company has a total of five! wastewater systems — the fifth system - Mohave Wastewater

was not part of the rate case that resulted in Decision No. 72047 and the other decisions

1 Counting Anthem/Agua Fria as two systems.
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listed above. The Mohave Wastewater District is part of the Company’s current application?
(WS-01303A-14-0010).

In sum, what Staff is proposing is in lieu of a new system wide rate case that the
Commission ordered, the Commission can proceed by opening up the old rate case for four
of the five systems, and using the information in the pending rate case for the fifth system. In
other words, the Commission will be considering two different revenue requirements (the
revenue requirement approved in the four system case, and the revenue requirement being
considered in the current EPCOR case).

RUCO is at a loss to understand why the Commission would consider such a
proposal. [If the Commission were to reopen the prior rate case (for the four systems) to
reconsider the rate design the Commission would be limited to the revenue requirement it
has already approved. The reconsideration of the rate design would have to be done in a
revenue neutral manner. Moreover, the test year for the last Anthem/Agua Fria, Sun City and
Sun City West Wastewater rate case ended December 31, 2008. Using a stale test year in
itself creates many legal challenges. For instance, customer growth has changed since
2008. Whether the Company’s customer counts have increased or decreased, its revenues
have changed as has its earnings. Likewise, the Company’s expenses and ratebase have
changed. It is likely that the Commission had these concepts in mind when in consideration
of consolidation, it ordered the Company to file a system-wide rate case in Decision No.

73227.

2 The last Mohave Wastewater case was Docket No. SW-01010A-08-0227, which resulted in Decision
No. 71410 dated December 8, 2009.
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Including the Mohave Wastewater system in the Commission’s consideration
introduces a new revenue requirement. In this case, it is only proposed at this point. Staff's
proposal of combining an old case with a new case to consider consolidation assures that
consolidation of all of the systems would not be revenue neutral and fraught with legal
concerns.

The issue of system wide consolidation is perhaps the biggest issue before the
Commission concerning the water industry. At the present time the Company has not filed a
system wide rate case, a cost of service study or anything which would show the current
expenses and savings associated with consolidation - and the hearing is scheduled for
November 12, 2014, just over two months. The Commission should not move forward with a
process which is legally questionable, guaranteed to be revenue un-neutral and highly
unlikely to provide the necessary support for an informed decision.

For the foregoing reasons, RUCO joins the concerns raised by Anthem in its Motion
and requests the Corﬁmission-reconsider its process and require the Company to file a
system-wide rate case and provide current cost of service studies — which is exactly what the
Commission ordered in Decision No. 73227.

RESPECTFULLY SUBMITTED THIS 3rd day of September, 2014.

Baniel W. Pozefs@

Chief Counsel
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AN ORIGINAL AND THIRTEEN COPIES

of the foregoing filed this 3rd day
of September, 2014 with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

COPIES of the foregoing hand delivered/
Mailed or emailed this 3" day of September, 2014 to:

Dwight Nodes

Administrative Law Judge
Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Robin Mitchell, Attorney
Maureen Scott, Attorney

Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Steve Olea, Director

Utilities Division

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

Lawrence V. Robertson, Jr.
P.O.Box 1448

Tubac, AZ 85646-1448
tubaclawyer@aol.com

W. R. Hansen
12302 West Swallow Drive
Sun City West, AZ 85375

Judith M. Dworkin

Roxann S. Gallagher

Sacks Tierney PA

4250 N. Drinkwater Blvd., 4™ Floor
Scottsdale, Arizona 85251-3693
Judith.dworkin@sackstierney.com

Greg Patterson

916 W. Adams, Suite 3
Phoenix, AZ 85007
Gpatterson3@cox.net

Bradley J. Herrema
Robert Saperstein

Brownstein Hyatt Farber Schreck, LLP

21 East Carrillo Street
Santa Barbara, CA 93101
BHerrema@BHFS.com
RSaperstein@BHFS.com

Andrew M. Miller

Town of Paradise Valley

6401 E. Lincoln Drive
Paradise Valley, AZ 85253
amiller@paradisevalleyaz.gov

Michele L. Van Quathem

Ryley Carlock & Applewhite, P.A.
One N. Central Ave., Suite 1200
Phoenix, AZ 85004
mvanquathem@rcalaw.com
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Larry D. Woods
15141 West Horseman Lane
Sun City West, AZ 85375

Larry Woods
13815 East Camino Del Sol
Sun City West, Arizona 85375

Joan S. Burke

Law Office of Joan S. Burke
1650 N. First Avenue
Phoenix, AZ 85003
Joan@jsburkelaw.com

Craig Marks

Craig A. Marks, PLC

10645 N. Tatum Blvd., Suite 200-676
Phoenix, Arizona 85028
Craig.marks@azbar.org

Gary Verburg, City Attorney

Daniel L. Brown, Assistant City Attorney
Office of the City Attorney

200 W. Washington Street, Suite 1300
Phoenix, AZ 85003-1611
Gary.verburg@phoenix.gov

Tammy Ryan

Andy Terrey

City of Phoenix

Water Services Department

200 W. Washington Street, 9t Floor
Phoenix, AZ 85003-1611

Troy B. Stratman

Chard Kaffer

Mack Drucker & Watson, PLC

3200 North Central Avenue, Suite 1200
Phoenix, AZ 85012
TStratman@mackazlaw.com

Frederick G. Botha
23024 N. Giovota Drive
Sun City West, AZ 85375

Norman D. James

Fennemore Craig, P.C.

3003 N. Central Avenue, Suite 2600
Phoenix, AZ 85012
njames@fclaw.com

Nicholas Mascia
1600 W. Broadway Rd, Suite 200
Tempe, Arizona 85282

Craig and Nancy Plummer
17174 W. Saguaro Lane
Surprise, Arizona 85388

Mike Albertson
6634 N. 176t Ave.
Waddell, Arizona 85355

Jim Weihman

Happy Trails Community Assoc.
17200 W. Bell Road

Surprise, Arizona 85374

Michael Bailey

City of Surprise

16000 N. Civic Center Plaza
Surprise, Arizona 85374

Kevin Chiariello

Greer Ranch South HOA
16074 W. Christy
Surprise, Arizona 85379

Brian O’'Neal
21373 W. Brittle Bush Ln
Buckeye, Arizona 85396

Thomas and Laurie Decatur
924 Torridon Ct
Pickerington, Ohio 43147

Peggy Rahkola

The Arizona Traditions HOA
17221 N. Citrus

Surprise, Arizona 85374
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Kenneth Hewitt
18729 N. Palermo Court
Surprise, Arizona 85387

Peter and Rochanee Corpus
8425 N. 181t Dr.
Waddell, Arizona 85355

Robert Metli

2398 E. Camelback Rd, Suite 240
Phoenix, Arizona 85016
rimetli@mungerchadwick.com

Thomas Campbell

Michael Hallam

Lewis Roca Rothgerber, LLP

201 E. Washington St., Suite 1200
Phoenix, Arizona 85004
tcampbeli@lrlaw.com
mhallam@lrlaw.com

Lynn Krupnik

Ekmark and Ekmark, LLC

6720 N. Scottsdale Rd, Suite 261
Scottsdale, Arizona 85253

George Turner

Russell Ranch Homeowners Assoc.
P.O. Box 12560

Glendale, Arizona 85318

Scottsdale Citizens for Sustainable
Water

7322 E. Cactus Wren Rd
Scottsdale, Arizona 85250-4526

Phillip Cook
10122 W. Signal Butte Circle
Sun City, Arizona 85373

Marshall Magruder

P.O. Box 1267

Tubac, Arizona 85646
mmagruder@earthlink.net

William Lipscomb

Kingswood Parke Community Assoc.
14976 W. Bottletree Ave.

Surprise, Arizona 85374

Jeanne Stockard

Northwest Ranch Homeowners Assoc.
4742 N. 24 St., Suite 325

Phoenix, Arizona 85016

Jerome Ellison Il
Cortessa Community Assoc.
P.O. Box 25466
Tempe, Arizona 85285-5466

Susan Harr

Summerfield at Litchfield Subdivision
HOA

13201 N. 35" Ave., Suite B-3
Phoenix, Arizona 85029

Dana Rosenbaum

Surprise Farms Community Assoc.
P.O. Box 25466

Tempe, Arizona 85285-5466

Timothy and Cindy Duffy
19997 N. Half Mood Drive
Surprise, Arizona 85374

Mike Smith

Sierra Montana HOA

c/o Rossmar and Graham

15396 N. 83 Ave., Bldg B, Suite 101
Peoria, Arizona 85381

Garry Hayes

1702 E. Highland Ave., Suite 204
Phoenix, Arizona 85016
ghays@lawgdh.com

Jared Evenson

Cross River Homeowners Assoc.
1600 W. Broadway Rd, Suite 200
Tempe, Arizona 85282
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Owen Dejanovich

Clearwater Farms Three HOA
P.O.Box 72

Waddell, Arizona 85355

Stan Mucha

Sun Village Community Assoc.
17300 N. Sun Valley Parkway
Surprise, Arizona 85374

William and Erin Parr
18044 W. Georgia Ct.
Litchfield Park, Arizona 85034

Sharon Wolcott
20117 N. Painted Cove Lane
Surprise, Arizona 85387

Jeffrey Crockett

Brownstein Hyatt Farber Schreck, LLP
One E. Washington, Suite 2400
Phoenix, Arizona 85004
jcrockett@bhfs.com

Desi Howe

Anthem Gold and Country Club
2708 W. Anthem Club Dr.
Anthem, Arizona 85086

Sun City Grand Community Assoc.
Palm Center

19726 N. Remington Dr.

Surprise, Arizona 85374

Jim Oravetz

Legacy Parc South HOA

1600 W. Broadway Rd, Suite 200
Tempe, Arizona 85282

Jan Garcia

Sycamore Estates Parcel 13, Comm.
Assn.

1600 W. Broadway Rd., Suite 200
Tempe, Arizona 85282

Jay Shapiro

Patrick Black

Fennemore Craig, PC

2394 E. Camelback Rd, Suite 600
Phoenix, Arizona 85016
ishapiro@fclaw.com

pblack@fclaw.com

By %AQ/%WJ&Q»

Cheryl Fraulob
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