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IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY,
AN ARIZONA CORPORATION, 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 POSSIBLE RATE
CONSOLIDATION FOR ALL OF ARIZONA-
AMERICAN WATER COMPANY’S
DISTRICTS.

IN THE MATTER OF THE APPLICATION OF
ARIZONA-AMERICAN WATER COMPANY,
AN ARIZONA CORPORATION, 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, AND POSSIBLE
RATE CONSOLIDATION FOR ALL OF
ARIZONA-AMERICAN WATER COMPANY’S
DISTRICTS.
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STAFF’S NOTICE OF FILING
TESTIMONY SUMMARY

The Utilities Division (“Staff”) of the Arizona Corporation Commission (“Commission”)

hereby files the testimony summary of Gerald Becker.

RESPECTFULLY SUBMITTED this 13" day of November, 2014.

_Robin R. Mitchell, Staff Attorney

Bridget A.

umphrey, Staff Attorney

Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

(602) 542-3402
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Original and thirteen (13) copies
of the foregoing were filed this
13" day of November, 2014 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Coples of the foregoing were emailed
this 13" day of November, 2014 to:

Thomas H. Campbell

Michael T. Hallam

LEWIS AND ROCA ROTHGERBER, LLP
201 E. Washington, Suite 1200

Phoenix, AZ 85004

tcampbel@lrrlaw.com
mhallam@lrrlaw.com
Shubbard@epcor.com

Attorneys for EPCOR Water Arizona, Inc.

Lawrence V. Robertson, Jr.

Munger Chadwick, P.L.C. (of Counsel)
P.O. Box 1448

Tubac, AZ 85646-1448
tubaclawyer@aol.com

Attorney for Anthem Community Council

Daniel Pozefsky

Chief Counsel

Residential Utility Consumer Office
1110 West Washington Street, Suite 220
Phoenix, AZ 85007
dpozefsky@azruco.gov
cfraulob@azruco.gov

Jeffrey W. Crockett

BROWNSTEIN HYATT FARBER
SCHRECK LLP

One East Washington Street, Suite 2400
Phoenix, AZ 85004
jcrockett@bhfs.com

julie.bluesky@gmail.com

Attorney for Russell Ranch Homeowners
Association, Inc.

Andrew M. Miller, Town Attorney
Town of Paradise Valley

6401 East Lincoln Drive

Paradise Valley, AZ 85253
amiller@paradisevalleyaz.gov

Michele L. Van Quathem

RYLEY CARLOCK & APPLEWHITE

One North Central Avenue, Suite 1200
Phoenix, AZ 85004-4417
mvanquathem@rcalaw.com
lgefroh@rcalaw.com

Attorneys for Verrado Community Assn., Inc.

Cynthia S. Campbell

Paul Norman

Assistant City Attorneys

Office of the City Attorney

CITY OF PHOENIX

200 West Washington, Suite 1300
Phoenix, AZ 85003-1611
cynthia.campbell@phoenix.gov
paul.norman(@phoenix.gov

Judith M. Dworkin

Roxanne S. Gallagher

SACKS TIERNEY, P.A.

4250 North Drinkwater Blvd., Fourth Floor
Scottsdale, AZ 85251-3693
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Roxann.Gallagher@SacksTierney.com
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Attorneys for Anthem Community Council

Bradley J. Herrema
BROWNSTEIN HYATT FARBER
SCHRECK, LLP

21 E. Carillo Street

Santa Barbara, CA 93101
BHerrema@bhfs.com

Attorney for Anthem Golf and
Country Club

Diane Smith

Government Affairs Committee
13234 W. Cabrillo Drive

Sun City West, AZ 85375
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Albert E. Gervenack

14751 W. Buttonwood Drive
Sun City West, AZ 85375
agervenack(@bmi.net
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Karen D. Proctor

11716 W. Villa Chula Court
Sun City, AZ 85373
Kdprocto@gmail.com

Douglas Edwards

Government Affairs Committee
13517 W. Sola Drive

Sun City West, AZ 85375
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Frances A. Noe
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Government Affairs Committee
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Greg Eisert, Director & Chairman
Government Affairs Committee
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GERALD BECKER
TESTIMONY SUMMARY
DOCKET NO. W-01303A-09-0343 ET AL.

Mr. Becker, testifying on behalf of the Commission’s Ultilities Division (Staff), will present the
Staff recommendations regarding the EPCOR Water Arizona, Inc. (EPCOR or Company)
testimony in support of statewide consolidation for its five wastewater districts. Staff, in its
Direct testimony, is presenting a summary of EPCOR’s proposal, other options that may be
pursued by the Commission, the pros and cons of each option, Staff's comments on the
Company’s filing, and Staff’s recommendations regarding the Company’s proposal. In its filing,
the Company proposes to implement flat rates, which vary only from class to class. All customers of the
same class (i.e. residential) would pay the same without consideration to the size of the water meter or
volumetric considerations.  Accordingly, the Company’s proposal will result in extreme and
unprecedented rate shock to certain customers. Further, the Company’s proposal would result in
significant revenue shifts among systems, and the Company has not quantified the costs or benefits of its
proposal. Staff recommends that instead of full statewide rate consolidation, full deconsolidation
of rates, or reconsolidation of Anthem/Agua Fria rates at this time that:

1. The Company file a full rate case for all its wastewater and water systems no later
than July 1, 2015, with a test year ending December 31, 2014. In that filing, the
Company should propose both a fully consolidated statewide rate design and a
fully deconsolidated rate design including the costs and benefits of each. Both rate
designs should have a three year phase-in;

2. The third step of the phase in for the Agua Fria and Anthem divisions should not
be implemented in February 2015. These rates should be designated as interim,
which would be subject to true up in the Company’s next rate case.

3. In the event the Commission elects to change rates in this proceeding, the new
rates should be established as interim rates, which will be subject to true-up in the
Company’s next rate case.

Staff, in its Surrebuttal testimony, addresses the Rebuttal testimony of the Company. In its
rebuttal, the Company continues to support its proposal but its reasons remain unclear. The
Company states that a single price for residential customers is appropriate based on its
experience with Anthem and Agua Fria wastewater customers whose bills include a volumetric
component. While this is correct, the Company does not explain the reasons that a volumetric
component in two of its districts supports billing practices that ignore meter sizes.

In support of a single price for commercial customers, the Company correctly describes its
present rates for commercial customers as rates which include a fixed and volumetric component
but does not explain the reasons why the existing rate structures are problematic and does not
justify its proposal to implement single tariff pricing. Those reasons might include a better
matching of cost causers with cost payers and/or some cost benefit analysis.




In response to Staffs concern about effluent pricing, the Company responds that it could design
rates for each system; however, the Company does not recognize or justify the reasons to work
against the goal of single tariff pricing. The Company does not state that it recognized that this
practice would work contrary to the overall goals of its consolidation proposal, nor does the
Company describe the extent to which it would be appropriate to tailor effluent rates to local
conditions under its consolidation proposal or whether it would expand its practice of tailoring
rates to other rate classes.

The Company maintains that it has complied with Decision Nos. 72047 and 73227, which
ordered the Company to file a rate case with consolidation and deconsolidation proposals but has
not cited to any specific docket. Staff has reviewed the record and has been unable to locate any
filing that addresses the Commission’s order in Decision Nos. 72047 and 73227.

Staff also addresses the Company’s representations regarding the alleged need to replace the
Russell Ranch WWRF soon because it is alleged to be at the end of its useful life. Staff also

addresses the Company’s representation regarding permitting requirements at the Mohave’s
Wishing Well facility.




