
Greg Eisert testifies that: 

I am appearing on behalf of the Sun City Home Owners Association (SCHOA). SCHOA 
has intervened in this proceeding on behalf of Sun City water users that are customers of 
EPCOR Water Arizona, Inc. (EPCOR)(Company). The purpose of my testimony is to 
address our position regarding an acceptable rate adjustment of EPCOR's Sun City Water 
District base rate relating to various testimony submitted to the Arizona Corporation 
Commission regarding this Docket. 

The Company's latest proposed Sun City rates would increase the typical 5/8-inch meter 
residential bill with median usage of 7,203 gallons fkom $17.35 to $20.73, for an increase of $3.38 
or 19.45 percent. Staffs numbers project an increase for the same meter size with Medan Usage 
of 7,190 gallons of 7.40% and RUCO's projection is for a slight overall rate decrease. 

Some of the numbers used in their calculations are listed below: 

Company fair value - $26,666,676 
Staff fair value - 24,790,106 
RUCO fair value - 22,743,995 

Required rate of return: 
Company 
Staff 
RUCO 

Company 
Staff 
RUCO 

Company 
Staff 
RUCO 

Company 
Staff 
RUCO 

Operating Income Deficiency 

Required Revenue Income 

Proposed Annual Revenue 

6.87% 
6.40% 
6.10% 

$753,026 
$405,949 
<$2,135> 

$1,23 9,63 9 
$ 663,681 
<$3514> 

$10,309,919 
$10,959,344 
$10,495,284 



Required Increase in Revenue 
Company 10.02% 
Staff 6.45% 
RUCO <.03%> 

There are areas we agree with Staff and areas we agree with RUCO. The company’s financial 
submission is fraught with numbers that are, at best, suspect making it difficult to pinpoint true 
causal connections. Just a few are listed below. 

Items of interest: 

4 The company lists a number of items that have continued to be depreciated well beyond 
their zero balance. The company, therefore, has collected more than the cost of the assets 
and seems to owe the ratepayer for those amounts. Both Staff and RUCO have identified 
these numbers, although their numbers diverge somewhat. Per the Company Response 
Number: STF MJR 16.9 Sun City had a net negative plant balance of $2.24M (over- 
depreciated assets). There is also evidence that there were negative net balances in the last 
rate case. Since the company took credits well beyond what it paid for, a credit to the Sun 
City ratepayers (or on account) should be due. 
NARUC Account 341 100-Transportation Equipment Light Duty Trucks. The company 
lists $976,241 (6/30/2013). Given a generous value of $23,00O/unit, the company would 
be running over 40 light duty pick-up units for the small 18 square mile Sun City District. 
Highly doubtfid. 

4 EPCOR Exhibit Schedule F-2 Revised (Sun City) - Line Item 21 - Dividends Paid - 
$10,378,122. Certainly not based on Sun City’s revenue base? 

& Questionable asset & liability increases listed (Sun City): 
o Plant Materials & Supplies 2012-2013 - 41 1% increase. 
o Customer Accounts Receivable - 2012-2013 - 11.8% increase. 
o Trade & other payables - 2012-2013 - 222% increase 

4 Corporate Allocations - Centralized Function Charges - Close to 40% higher than the 
average of comparably sized U.S., high capital intense companies 

Overall, SCHOA must depend on the Commission Staff and RUCO through their due diligence 
and responsibility to protect the ratepayer, while also allowing the Company a realistic return 
to ensure its ability to provide the necessary quality service and supply required by the 
Commission and State of Arizona. 

Based on our review and analysis of the data supplied by the Company, ACC Staff and RUCO 
it is clear in this writer’s opinion that the Company’s numbers are fraught with discrepancies. 



It is also clear in this writer’s opinion, that there are areas where the Company is milking the 
system, such as the centralized corporate function allocation percentage. Although small, these 
discrepancies may be an indicator as to some of the varied opinions between Staff and RUCO 
on a number of items submitted by the Company. 

We recognize an upward trend of the Sun City leakage rate, although not yet approaching lo%, 
we are of the opinion that a proactive plan to address infrastructure upgrades is important to 
thwart possible future rate shock for the Sun City Ratepayers. 

Therefore, if one were to segregate the SIB issue from the equation, the Sun City Ratepayer 
should expect a 5/8” Residential rate increase of somewhere between 5% - 8%. This range 
proves realistic given our review of the numbers and rationalization thereof by Staff and 
RUCO. 

There has also been testimony by the Tubac Interveners that somehow the current rate system 
is in violation of the State Constitution and a system of full consolidation should be imposed. 

Copied from our Arizona State Constitution: 

53, Power of commission as to classifications, rates and charges, rules, contracts, and 
accounts; local regulation 

Section 3. The corporation commission shall have full power to, and shall, prescribe just 
and reasonable classifications to be used and just and reasonable rates and charges to be 
made and collected, by public service corporations within the state for service rendered 
therein, and make reasonable rules, regulations, and orders, by which such corporations 
shall be governed in the transaction of business within the state, and may prescribe the 
forms of contracts and the systems of keeping accounts to be used by such corporations in 
transacting such business, and make and enforce reasonable rules, regulations, and orders 
for the convenience, comfort, and safety, and the preservation of the health, of the 
employees and patrons of such corporations 

512. Charges for service: discrimination: free or reduced rate transportation 

Section 12. All charges made for service rendered, or to be rendered, by public service 
corporations within this state shall be just and reasonable, and no discrimination in charges, 
service, or facilities shall be made between persons or places for rendering a like and 
contemporaneous service, except that the granting of free or reduced rate transportation 
may be authorized by law, or by the corporation commission, to the classes of persons 
described in the act of Congress approved February 1 1, 1887, entitled An Act to Regulate 



Commerce, and the amendments thereto, as those to whom free or reduced rate 
transportation may be granted. 

The above sections are taken from the Arizona State Constitution. The noted sections are regularly 
used and quoted by those who are in a situation of paying higher rates than users in other districts, 
other geographical areas and/or offered by other service providers to like customer classifications 
such as 5/8” Residential.. . 
All charges made and demanded by any utility for any service rendered or to be rendered in 
connection therewith shall be just and reasonable and not more than allowed by law or by order or 
decision of the commission under the same or substantially the same circumstances and conditions. 

A tariff which defines and establishes prices for a local service or access service as a different 
service in the geographic area within which such local service or access service is offered is 
reasonably necessary to promote the public interest as such. 

The commission, may by order, after notice and hearing, define a utility service offered or provided 
by a given company as a different service dependent upon the geographic area or other market 
within which such service is offered or provided and apply different service classifications to such 
service only upon a finding, based on clear and convincing evidence, that such different treatment 
is reasonably necessary to promote the public interest within such a definition. 

An examination of rates and rate structures will only tell part of the story, and there are many 
different methods of comparing pricing. Ideally, rates should reflect the cost of providing service. 
Cost of service depends on diverse factors including geographic location, size of treatment 
facilities, customer base, age of assets, site-specific regulatory requirements, type of water supply, 
and quality of source water and receiving waters. Two neighboring utilities with similar customer 
bases may have very different costs that justify very different rate structures and rates. 

Calculating what individuals pay for water services is difficult, as many utilities provide only water 
or wastewater service but not both. Some areas of the state receive water service fiom one provider 
and wastewater service from qother provider, and in other areas, customers with one utility 
service may rely on a decentralized source (e.g. private wells or septic tanks) for the other service. 

For-profit water utilities, whose rates are regulated by the Arizona Corporation Commission, are 
somewhat higher than municipal rates, and Domestic Water Improvement Districts, established by 
counties in Arizona, are significantly higher. Further, the size of these utilities makes direct 
comparisons problematic, as municipal systems tend to be much larger than for-profit and other 
types of systems. 



The costs of treating water are highly dependent on the type of water supply. In general, 
withdrawing and treating water from surface supplies costs more than withdrawing and treating 
groundwater; however, there are several factors in Arizona including the need to do supplemental 
treatment for Arsenic, that increase the cost of groundwater sources. In Arizona, the median price 
charged to customers by utilities relying on surface water is considerably lower than for 
groundwater systems. 

Comparing rates across the State or among specific utilities is complicated by the variation in the 
extent to which utilities charge the full cost of providing service. 

In any proceeding involving a utility proposed change of rate structure, the burden of proof is on 
the utility to show that the proposed change, or that the existing rate, if it is proposed to 
reduce/change rates, is just and reasonable and is in the public’s best interest, In this writer’s 
opinion, for such a systemic change from the cost causer philosophy historically adhered to by the 
Commission, it would prove discriminatory if such a system of “full consolidation” were not to be 
proclaimed for all water utilities and their customers under the umbrella of the Commission 
statewide. This would be a monumental task as evidenced by all the rates that would need to be 
consolidated noted in Attachment I. 

Lastly, when I hear the Company spends upward of $500K+ for a typical rate case and I observe: 
The ratepayers pay the tab. 
I see thousands of pages of testimony generated and mailed to numerous locations at a huge 
cost. 
There are hundreds of pages of other materials generated and mailed at a huge cost. 
The Company hires expert witnesses to appear on its behalf at huge costs - etc.. . . 

0 

0 

0 

0 

What I haven’t seen is anyone performing an audit justifjmg the need and efficiency of such costs. 
How about? 

0 

0 

Better utilizing technologies such as emails to dramatically cut costs 
Using all internal personnel as witnesses. After all, they are the true experts. Take a look 
at some of the professional witnesses for hire in this case. They have credentials a mile 



long. However, they use exhibits and examples comparing entities that fit nicely on the 
east coast - but not in the local Arizona market. Comparisons are made for select issues 
that are not comparable with EPCOR. There are financial comparisons made using 
umbrella stock investor data when the company is owned by a single foreign entity - it 
doesn’t fit. So, we are paying for expert witnesses that skillfully pull a lot of data together 
that sounds good, but really is largely irrelevant. 

In conclusion, we need to get some of these costs in line. The Cost Causer philosophy must remain 
in place, as it is not fair in anyone’s’ book to shift one’s debt responsibility to another - 1.The 
definition of is a system where all property is public and people work and are given 
things by the government according to their needs. We don’t need the Commission to give us 
what we haven’t earned. That is not what this country is all about. The preponderance of evidence 
dictates the Sun City District Ratepayer base rate increase should not exceed the limits as 
prescribed by the Audits of RUCO and/or the ACC Staff. The latest of which does not exceed 
eight percent (8%). 

GoveLental  Affairs Committee 
Sun City Home Owners Association 

CC: This original and thirteen copies have been hand delivered to the Arizona Corporation 
Commission, 1200 West Washington Street, Phoenix, Arizona 85007. Copies have been mailed 
to the service list. 
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