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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

)

)

% DOCKET NOS. SW-01303A-09-0343

)
AND PROPERTY AND FOR INCREASES g NOTICE OF FILING

)

)

)

)

)

W-01303A-09-0343

IN 1TS RATES AND CHARGES BASED TESTIMONY SUMMARIES
THEREON FOR UTILITY SERVICE BY :

ITS ANTHEM/AGUA FRIA WASTEWATER

DISTRICT, SUN CITY WASTEWATER

DISTRICT, AND SUN CITY WEST

WASTEWATER DISTRICT

EPCOR Water Arizona, Inc. (“EWAZ”) provides notice of the filing of Testimony
Summaries (attached to this Notice) for its witnesses, Sheryl L. Hubbard and Shawn
Bradford.

RESPECTFULLY SUBMITTED this 7th day of November, 2014.

LEWIS ROCA ROTHGERBER LLP

Thomas H. Campbell

Michael T. Hallam

201 E. Washington Street, Suite 1200
Phoenix, AZ 85004

Attorneys for EPCOR Water Arizona, Inc.
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ORIGINAL and thirteen (13) copies
of the foregoing filed
this 7th day of November, 2014, with:

The Arizona Corporation Commission
Utilities Division — Docket Control
1200 W. Washington Street

Phoenix, Arizona 85007

Copy of the foregoing hand-delivered
this 7th day of November, 2014, to:

Steve Olea

Utilities Division

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

Lyn Farmer

Chief Administrative Law Judge, Hearing
Division

Arizona Corporation Commission

1200 W. Washington Street

Phoenix, Arizona 85007

Janice Alward, Chief Counsel
Legal Department

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

Chairman Bob Stump

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Commissioner Gary Pierce
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Commissioner Brenda Burns
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Commissioner Bob Burns
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007
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Commissioner Susan Bitter Smith
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Amanda Ho

Adpvisor to Chairman Bob Stump
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Steve Court

Advisor to Commissioner Gary Pierce
Arizona Corporation Commission
1200 W. Washington Street

Phoenix, AZ 85007

Thomas F. Galvin Jr.

Advisor to Commissioner Brenda Burns
Arizona Corporation Commission

1200 W. Washington Street

Phoenix, AZ 85007

Angela Kebric

Advisor to Commissioner Bob Bums
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Laura Woodall

Advisor to Susan Bitter Smith
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007
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Trisha Morgan

Aide to Chairman Bob Stump
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Eric Van Epps

Aide to Commissioner Gary Pierce
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Copy of the foregoing mailed and/or emailed
this 7th day of November, 2014, to:

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

Tubac, AZ 85646-1448
tubaclawyer@aol.com

Attorney for Anthem Community Council

Daniel W. Pozefsky

Chief Counsel

Residential Utility Consumer Office
1110 West Washington Street

Suite 220

Phoenix, Arizona 85007
dpozefsky@azruco.gov
cfraulob@azruco.gov

Jeffrey W. Crockett

Brownstein Hyatt Farber Schreck LLP

One East Washington Street, Suite 2400
Phoenix, Arizona 85004
jerockett@bths.com
Julie.bluesky@gmail.com

Attorneys for Russell Ranch Homeowners
Association, Inc.
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Kelly Aceto

Aide to Commissioner Brenda Burns
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Robyn Berndt

Aide to Commissioner Bob Burns
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Teresa Tenbrink

Aide to Commissioner Susan Bitter Smith
Arizona Corporation Commission

1200 W. Washington Street

Phoenix, AZ 85007

Michele L. Van Quathem

Ryley Carlock & Applewhite

One N. Central Ave, Suite 1200

Phoenix, AZ 85012
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 W. Washington, Suite 1300
Phoenix, AZ 85003
cynthia.campbell@phoenix.gov
paul.norman@phoenix.gov

Judith M. Dworkin

Roxanne S. Gallagher

SACKS TIERNEY PA

4250 N. Drinkwater Blvd., Fourth Floor
Scottsdale, AZ 85251-3693
Judith.Dworkin@SacksTierney.com
Roxann.Gallagher@SacksTierney.com
Jessica.Chester@SacksTierney.com
Attorneys for Anthem Community Council



http://mvanquathem(2,rcalaw.com
http://dpozefsky(2,azruco.gov
mailto:fraulob@,Zzruco.gov
mailto:jcrockett@,bfhs.com
mailto:Julie.blueiky@,amail.com
mailto:Jessica.Chester@,SacksTiernev.com

=N

NoN S T = A ) |

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

27

Andrew M. Miller, Town Attorney
Town of Paradise Valley

6401 E. Lincoln Drive

Paradise Valley, AZ 85253
amiller@paradisevalleyaz.gov

Diane Smith
Government Affairs Committee

13234 W. Cabrillo Drive
Sun City West, AZ 85375
Skylar 98(@g.com

Karen D. Proctor

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

Regina Shanney-Saborsky
Government Affairs Committee
c/o Corte Bella Country Club
22155 North Mission Drive
Sun City West, AZ 85375
rsaborsky@cox.net

Greg Eisert, Director & Chairman
Government Affairs Committee

Sun City Homeowners Association
10401 W. Coggins Drive
Sun City, AZ 85351

gregeisert@gmail.com
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Bradley J. Herrema
Robert J. Saperstein

Brownstein Hyatt Farber Schreck, LLP

21 E. Carrillo St

Santa Barbara, CA 83101
BHerrema@bths.com
RSaperstein@bths.com

Attorneys for Anthem Golf and Country

Club

Albert E. Gervenack

14751 W. Buttonwood Drive
Sun City West, AZ 85375
agervenack@bmi.net

Douglas Edwards

Government Affairs Committee

13517 W. Sola Drive

Sun City West, AZ 85375
d.edwards795@yahoo.com
Frances A. Noe

11756 W. Daley Ln.

Sun City, AZ 85373
noeshomes(@earthlink.net

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

Fgbotha45@gmail.com
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BEFORE THE ARIZONA CORPORATION COMMISSION

BOB STUMP
Chairman

GARY PIERCE
Commissioner

BRENDA BURNS
Commissioner

BOB BURNS
Commissioner

SUSAN BITTER SMITH
Commissioner

IN THE MATTER OF THE APPLICATION
OF ARIZONA-AMERICAN WATER
COMPANY, AN ARIZONA
CORPORATION, FOR A

DOCKET NOS. SW-01303A-09-0343

)

)
) W-01303A-09-0343

DETERMINATION OF THE CURRENT )

FAIR VALUE OF ITS UTILITY PLANT )  TESTIMONY SUMMARIES FOR

AND PROPERTY AND FOR INCREASES ) SHERYL L. HUBBARD AND

IN ITS RATES AND CHARGES BASED )  SHAWN BRADFORD

THEREON FOR UTILITY SERVICE BY )

ITS ANTHEM/AGUA FRIA WASTEWATER)

DISTRICT, SUN CITY WASTEWATER )

DISTRICT, AND SUN CITY WEST )

WASTEWATER DISTRICT %

SUMMARY OF MS. HUBBARD’S DIRECT TESTIMONY

Ms. Hubbard’s direct testimony in response to Arizona Corporation Commission
(“Commission™) Decision No. 74588 supports the full consolidation of Epcor Water
Arizona Inc.’s (“EWAZ” or “Company”’) wastewater districts. After setting out her
background and qualifications, Ms. Hubbard summarizes the procedural history that has
led to the present proceedings and explains the impact the phase-in of rates ordered in

Decision No. 73277 has on the Company’s ability to file a rate case.

5100271_1
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Ms. Hubbard then testifies as to the factual basis for the Company’s position with
respect to the consolidation/deconsolidation scenarios set forth in Decision No. 74588.
Specifically, Ms. Hubbard testifies, based on the Company’s analysis of its wastewater
districts and rate structures, that the Company supports full consolidation of its wastewater
districts. Ms. Hubbard provides, and will sponsor, exhibits showing the Company’s
current rate structure, the numbers of billing units, the Company’s proposed rate design
under consolidation, and various comparisons between present rates and the proposed
consolidated rates. Ms. Hubbard further explains the Company’s proposal to combine, in
a revenue neutral manner, the current differing rate structures for both residential and
commercial customers into a limited number of consolidated flat rate schedules. She also
explains the rational for special rates relating to a mobile home park in Sun City, for rates
in the Mohave Wastewater District and for a wholesale flume flow rate to be offered to the
City of Phoenix. In addition, Ms. Hubbard explains how the proposed consolidated rates
compare to present rates and the Company’s proposal for incorporating the final rate
design in the pending Mohave Wastewater rate case into the proposed consolidated rates.
Ms. Hubbard also discusses the Company’s proposed effluent rate and proposal to include
revenue from sales of effluent in the Company’s wastewater districts’ operating income,
rather than as part of the operating income for the Company’s water districts.

With respect to the deconsolidation scenario, Ms. Hubbard explains that only the
Agua Fria Wastewater District could be further deconsolidated, and provides an
explanation of the time consuming and costly steps that would be required to fully analyze
deconsolidation of that district. Ms. Hubbard then describes the Company’s necessarily
limited analysis of the impacts of further deconsolidation on customer’s rates, and
provides the results of that analysis.

Finally, Ms. Hubbard discusses the re-consolidation of the Anthem and Agua Fria

Wastewater Districts and the associated customer impacts of such a course of action.

5100271_1
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SUMMARY OF MS. HUBBARD’S REBUTTAL TESTIMONY

In her rebuttal testimony, Ms. Hubbard responds to issues raised by various
intervenors, with particular attention to issues related to the Company’s proposed rate
design. Ms. Hubbard discusses the basis for the Company’s flat rate design, the lack of
incentive provided by volumetric rate design for wastewater, and the reasoning behind not
differentiating between residential customers with differing meter sizes. Ms. Hubbard also
discusses how the Company’s commercial rates were designed.

In addition, Ms. Hubbard responds to Staff’s concerns with respect to incorporating
the Mohave Wastewater District’s revenue requirements and rate design into the proposed
consolidated rates. She also responds to Staff’s concerns with respect to effluent pricing
and explains how effluent rates can be tailored to unique circumstances.

Ms. Hubbard then explains RUCO’s misunderstanding of the Company’s proposal
with respect to the City of Phoenix wholesale pricing.

Ms. Hubbard also addresses several issues raised by the testimony submitted by Mr.
Simer, Mr. Neidlinger and Mr. Botha. Specifically, Ms. Hubbard explains how the
Company’s proposed consolidated rates meet the criteria for a sound rate structure, and
discusses the Company’s analysis of Mr. Simer’s proposed consolidation proposals. Ms.
Hubbard then discusses the Company’s position with respect to Mr. Neidlinger’s phased-
in implementation suggestion and why Mr. Botha’s testimony relates to matters not
relevant to the present proceeding.

SUMMARY OF MR. BRADFORD’S DIRECT TESTIMONY

Mr. Bradford’s direct testimony supports the full consolidation of the Company’s
wastewater districts. After setting out his background and qualifications, Mr. Bradford
provides background information relating to the Company’s five wastewater districts,
including the treatment process used by the Company in each district, the communities
within the various districts, the various treatment plants used to provide treatment to those

communities, and recent changes to the Wishing Well treatment plant. Mr. Bradford then
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discusses the history of the consolidated Anthem/Agua Fria Wastewater District, and the
Commission’s deconsolidation of that district in Decision No. 73227.

Mr. Bradford also explains the Company’s continued support of full consolidation
of its wastewater districts and the benefits of and justifications for full consolidation. Mr.
Bradford then notes that the lack of proximity and/or interconnections between the
Company’s wastewater districts does not present an impediment to consolidation. Mr.
Bradford also discusses the impact of consolidation on customers, the Company’s
expectations with respect to capital improvements and how future capital improvements in
each district would be impacted by consolidation. He also explains that consolidation will
decrease the impacts large capital expenditures will have on individual wastewater
districts.

SUMMARY OF MR. BRADFORD’S REBUTTAL TESTIMONY

In his rebuttal testimony, Mr. Bradford responds to certain issues raised by the
intervenors in this docket. Specifically, Mr. Bradford explains why the Commission
should act now to move forward with the full consolidation of the Company’s wastewater
districts, rather than delaying that decision. Mr. Bradford also reiterates the benefits of
consolidation and emphasizes the benefits detailed by Mr. Simer in his direct testimony.

Mr. Bradford then addresses Staff’s concern with the rate impact on Sun City
customers, and discusses the company’s proposal for the timing of future rate cases. He
also discusses why a full cost of service study will not alter the consolidation analysis and
again recommends that a policy decision be made at this time.

Mr. Bradford also discusses various intervenors' proposals to phase-in the full
consolidation of rates and recommends that any phase-in of rates follow the Company’s
proposal.

Mr. Bradford finally addresses Staff’s and RUCO’s recommendations with respect
to implementation of the third phase of deconsolidation for the Anthem and Agua Fria

Wastewater Districts. Mr. Bradford explains why the Company does not support the
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recommendations put forward by Staff and RUCO and questions the impact RUCO’s

recommendation would have on the Company’s ability to earn its authorized revenue.
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