
____------  M E M O R A N D U M  

., "7 TO: Docket Control 

FROM: 
Director 

DATE: June 8,2015 

RE: STAFF REPORT FOR LOMA LINDA ESTATES, INC. DBA LOMA LINDA 
WATER COMPANY, APPLICATION FOR A PERMANENT RATE 
INCREASE (DOCKET NO. W-02211A-14-0419) 

Attached is the Staff Report for Loma Linda Estates, Inc.'s application for a permanent rate 
increase. Staff recommends approval of the rate application using Staffs recommended rates and 
charges. 

Any party who wishes may file comments to the Staff Report with the Commission's Docket 
Control by 4:00 p.m. on or before June 26,2015. 

SMO:MJRnr/ML 

Onpator :  Mary J. Rimback 



Service List for: Lorna Linda Estates, Inc. 
Docket No. W-02211A-14-0419 

Mr. Bevan Barney, President/General Manager 
Lorna Linda Water Company 
Post Office Box 967 
Thatcher, Arizona 85552 

Ms. Janice Alward 
Chief Counsel, Legal Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Mr. Steven M. Olea 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 

Mr. Dwight Nodes 
Acting Chief Administrative Law Judge, Hearing Division 
Arizona Corporation Commission 
1200 West Washington 
Phoenix, Arizona 85007 



STAFF REPORT 
UTILITIES DIVISION 

ARIZONA CORPORATION COMMISSION 

LOMA LINDA ESTATES, INC. 
DOCKET NO. W-02211A-14-0419 

APPLICATION FOR A 
PERMANENT RATE INCREASE 

JUNE 8,2015 



STAFF ACKNOWLEDGMENT 

The Staff Report for Loma Linda Estates, Inc. (“Loma Linda” or “Company”) Docket No. 
W-02211A-14-0419 is the responsibility of Staff members listed below. Mary J. Rimback was 
responsible for the review and analysis of the Company’s application, recommended revenue 
requirement, rate base, and rate design. Katrin Stukov was responsible for the engineering and 
technical analysis. Richard Martinez was responsible for reviewing the Commission’s records on the 
Company, determining compliance with Commission policies/rules and reviewing customer 
complaints filed with the Commission. 

/ Mary J Rimback 
Public Utillty Analyst 

Katrin Stukov 
Utilities Engineet 

Public Utilities Consumer Analyst I 



EXECUTIVE SUMMARY 
LOMA LINDA ESTATES, INC. 
DOCKET NO. W-0221lA-14-0419 

Loma Linda Estates, Inc. (“Loma Linda” or “Company”) is a for-profit Arizona “C” 
Corporation and a Class E public service corporation serving potable water to approximately 130 
customers in an area approximately six d e s  southeast of the Town of Clifton in Greenlee County. 

On December 24,2014, the Company filed an application for a permanent rate increase. On 
April 20,201 5, Staff filed a letter declaring the application sufficient. 

The Company proposed operating revenue of $66,000, an increase of $7,825, or 13.45 
percent, over test year revenue of $58,175, to provide a $7,051 operating income on its proposed 
$28,676’ fair value rate base (“FVRB”) which is its original cost rate base (“OCRB”). The 
Company’s proposed revenues result in a cash flow of $9,020, a 10.68 percent operating margin and 
a rate of return of 24.59 percent. The Company proposed rates would increase the typical monthly 
bill for a 5/8 x 3/4-inch meter customer, with a median usage of 5,100 gallons, by $4.76 or 15.86 
percent from $30.04 to $34.80’. 

Staff recommends permanent rates that produce total operating revenue of $67,321; an 
increase of $8,629, or 14.70 percent, over Staff adjusted test year revenue of $58,692, to provide 
$5,675 operating income on the $22,446 Staff adjusted FVRB. Staffs recommended rates result in a 
cash flow of $9,020, an operating m a r p  of 8.43 percent and a rate of return of 25.28 percent. 
Staffs recommended rates would increase the typical monthly bill for a 5/8 x 3/4-inch meter 
customer, with a median usage of 5,100 gallons, by $4.84 or 16.11 percent from $30.04 to $34.88. 

Staff recommends: 

e Approval of Staffs rates and charges as shown in Schedule MJR-4. 

e In addition to collection of its regular rate and charges, the Company may collect 
from its customers a proportionate share of any privilege, sales or use tax, per 
Arizona Admrnistrative Code (“A.A.C.”) Rule 14-2-409p) (5). 

e Directing the Company to docket with the Commission a schedule of its approved 
rates and charges within 30 days after the date the Decision in this matter is issued. 

e Directing the Company to develop written procedures for capitalizing versus 
expensing of plant related expenditures. 

e Directing the Company to maintain separate books and records for water Company 
operations. 

The Company docketed an amended application on March 26,2015. The Company also provided Staff with excel 

The Company proposed rates did not generate the proposed revenues 
files, which included the Company calculations for plant in service and accumulated depreciation. 



a Authorizing the depreciation rates shown in Table B of the Engineering Report. 

e Directing Loma Linda, as a compliance item in this case, to notify its customers of 
the authorized rates and charges approved in this proceeding, and their effective 
date, in a form acceptable to Staff, by means of an insert in its next regular scheduled 
billing and to file copies with Docket Control within 10 days of the date notice is 
sent to customers. 

a 

e 

Staff recommends approval of the Best Management Practices (“BMPs”) included as 
Attachment A in the Engineering Report 

Staff recommends that the Company notify its customers, in a form acceptable to 
Staff, of the BMPs tariffs authorized in this proceeding and their effective date by 
means of either an insert in the next regularly scheduled billing or by a separate 
mailing and shall provide copies of the BMP tariffs to any customer upon request. 
The Company may request cost recovery of the actual costs associated with the 
BMPs implemented in its next general rate application. 
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Monthly Minimum Charge 
(Based on a 5/8" X 3/4" meter) 

Gallons in Minimum 

Commodity Charge: 
Excess of minimum, charge per 1,000 gallons: 

0 to 4,000 Gallons 
4,001 to 20,000 Gallons 
Over 20,000 Gallons 

0 to 4,000 Gallons 
4,001 to 18,000 Gallons 
Over 18,000 Gallons 

0 to 4,000 Gallons 
4,001 to 12,000 Gallons 
Over 12,000 Gallons 

Bulk water per 1,000 gallons 

Typical residential bdl based 
On median usage of 5,100 gallons 

Company Staff 

Rates Rates Rates 
Current Proposed Recommended 
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FACT SHEET 

Company Statistics: 

Current Rates: Decision No. 63750 effective July 1,2001. 

Type of Ownership: C-Corporation. 

Location: The Company's service area is located approximately six miles southeast of the Town of 
Clifton in Greenlee County, Arizona 

Rates: 

Rate Application Docketed: December 24,2014 
Current Test Year Ended: December 31,2013 
Application Found Sufficient: Apnl20,2015 

$16.63 $20.00 $19.50 

0 0 0 

$2.37 
$3.57 
$4.27 

$2.60 
$4.00 
$5.00 

$2.50 
$3.75 
$5.25 

N/T 

$30.04 

N/T $5.25 

$34.80 $34.88 
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Customers: 

Number of customers in the prior test year (12/31/1999): 

Number of customers in the current test year (12/31/2013): 

FACT SHEET (CONT’D) 

Current year customers by meter size: 
5/8 X 3/4 - inch: 
1 -inch: 

Seasonal customers: 

Customer notification mailed 

No of customers in opposition to rate increase 

No. of customer complaints January 1,2012 
through April 1,201 5: 

Percentage of complaints to customer base: 

129 

130 

128 
2 

zero 

December 23,2013 

1 

1 

.77% 
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SUMMARY OF RATE FILING 

The test year results, as adjusted by Staff, for Loma Linda Estates, Inc. (“Loma Linda” or 
“Company”) show total operating revenue of $58,692 and operating expenses of $59,872 resulting in 
a $1,180 operating loss, to provide no rate of retum on the $22,446 Staff-adjusted original cost rate 
base (“OCRB’,). Since the Company did not file reconstruction cost new information, Staff 
recommends recognizing a fair value rate base (“FVRB”) equal to the OCRB. 

The Company proposed revenue of $66,000, as shown on page 6 of the application. The 
amount requested produces an increase of $7,825 or 13.45 percent over test year revenue of $58,175 
to provide a $7,051 operating income and a 24.59 percent rate of return on its proposed $28,676 
WRB and OCRB. The Company’s proposed rates result in a 10.68 percent operating margin. The 
Company’s proposed rates would increase the typical monthly residential bill for a 5/8 x 3/4-inch 
meter customer, with a median usage of 5,100 gallons, by $4.76 or 15.86 percent, from $30.04 to 
$34.80 (Schedule MJR-5). 

Staff recommends permanent rates that produce total operating revenue of $67,321, an 
increase of $8,629 or 14.70 percent, over the Staff adjusted test year revenue of $58,692, to provide a 
$5,675 operating income and a 25.28 rate of retum on the $22,446 Staff adjusted F’VRB. Staffs 
recommended rates result in an 8.43 percent operating margin and a cash flow of $9,020. Under 
Staffs recommended rate design for permanent rates, the typical monthly bill for a 5/8 x 3/4-inch 
meter customer with a median usage of 5,100 gallons would increase $4.84, or 16.11 percent, from 
$30.04 to $34.88. 

Loma Linda is a small water service provider, which serves a rural area six miles southeast of 
the Town of Clifton in Greenlee County, Arizona. During the test year ended December 31,2013, 
Loma Linda provided water to 130 customers. Out of the total, 128 were served by 5/8 X 3/4 inch 
meters and two were served by 1-inch meters. 

Loma Linda’s business activities are currently managed by Mr. Bevan Barney. In addition, 
the Company’s administrative functions are accomplished through a salaried employee. Part-time 
employees perform meter reading and repairs and maintenance. 

COMPANY BACKGROUND 

Loma Linda is a for-profit Arizona C-Corporation and a Class E public service corporation 
serving potable water to approximately 130 customers in a rural area six d e s  southeast of the Town 
of Clifton in Greenlee County, Arizona. The Certificate of Convenience and Necessity (“CCSLN”) 
for the water system was granted in Decision No. 42866, dated October 10, 1972. Current rates 
were established in Decision No. 63750 effective July 1,2001. 

Loma Linda fied an application for a permanent rate increase (“Application”) on December 
24,2014. An amended application was filed on March 26,2015. Staff deemed the Company’s rate 
application sufficient and notified Loma Linda by letter on April 20,2015. The Company mailed a 
rate application notice to customers on August 28,2014. 
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Record Keeping 

Staff notes that the Company does not follow a consistent method of capitalizing versus 
expensing plant costs. The Company provided copies of expendtures over $150 for the years 2001 
through 2013. The Company, while providing copies of many expenditures over the thirteen years, 
could not always provide invoices for the amounts claimed in the application plant accounts. Staff 
notes that plant additions need to be supported by invoices. Staff recommends that the Company 
develop a procedure for accounting for plant items verses expensed items. 

Separation ofAccounting Records 

The Company included expenditures for non-water company expenses in its application. 
Staff adjusted these based on the copies of bills presented. Staff recommends the Company keep 
separate accounts for non-water company expenses. 

CONSUMER SERVICES 

A review of the Consumer Service records showed that for the period January 1, 2012, 
through April 1, 2015, one complaint was filed against the Company. In 2013, one complaint was 
filed for a billing issue. The complaint has been resolved and is closed. 

A review of the Company’s billing format indicates that it is in compliance with the Arizona 
Administrative Code (“A.A.C.”) R14-2-409@)(2). 

COMPLIANCE ISSUES 

The Company has no delmquent compliance items with the Arizona Corporation 
Commission (“ACC” or “Commission”) Utilities Division. The Company is current on its property 
tax obligations. 

ENGINEERING ANALYSIS 

An inspection of the system was performed by Staff on February 3, 2015. Staff was 
accompanied by Bevan Barney, the Company’s manager and John Basteen Jr. certified operator. 
Staff Engineering Report was prepared by Katrin Stukov and is attached as Exhibit A. 

Loma Linda Water has an approved Backflow Prevention tariff on file with the ACC. 

Loma Linda has an approved Curtailment tariff on file with the ACC. 
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RATE BASE 

Staffs four rate base adjustments result in a net decrease to the Company’s proposed rate 
base by $6,230 from $28,676 to $22,446, as shown in Schedule MJR-2, page 1. Details of Staffs 
adjustments are explained below. 

Plant Adiustment - In adjustment A, Staff decreased plant in the amount of $1,300 as 
shown in Schedule MJR-2, page 2. The Company provided amended application schedules for plant 
in service and accumulated depreciation on March 26, 2015. Excel spreadsheets and invoices were 
provided to Staff for items over $150 for years 2001 through 2013. Staff adjusted for unsupported 
or re-classified items as follows: 

Increase Pumping Equipment $1,127 to conform to the supporting documentation 
provided for 2003 additions. 

Re-classify $345 from Pressure Tanks to Storage Tanks to conform to last decision 
beginning balances. 

Decrease Transmission & Distribution $109 to conform to the supporting 
documentation provided for 2011 and 2013. 

Decrease Meters and Meter Installations by $2,318 to remove unsupported increases 
from 2003 of $1,856 and 2012 of $512 and to include invoices provided from 2008 
additions of $50. 

Re-classify $685 from Office Furniture & Equipment to Computers and Software. 

Accumulated Depreciation - In adjustment By Staff increased Accumulated Depreciation by 
$6,545, from $223,885 to $230,430, as shown in Schedule MJR-2, page 3. Staff calculated an 
accumulated depreciation balance by adding depreciation expense for the years 2001 -201 3 using a 
Yz-year convention for Additions and Retirements, and subtracting accumulated depreciation for 
recorded plant retirements. 

Customer Securitv Deposits - In adjustment Cy Staff decreased rate base in the amount of 
$4,936 for the amount shown on the Company balance sheet as Customer Deposits. 

Working Capital - In adjustment D, Staff included a cash working capital allowance of 
$6,551 based on the formula method, as shown in Schedule MJR-2, page 1. The formula method 
recognizes one-eighth of the operating expenses excluding depreciation, taxes, and purchased power 
and expenses plus one twenty-fourth of purchased power and water expenses. 

OPERATING INCOME 

Staffs nine operating income adjustments increase the Company’s proposed total operating 
Details of Staffs loss by $406, from $774 to $1,180, as shown in Schedule MJR-3, page 1. 
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adjustments are discussed below. 

Metered Water Revenue - Adjustment A increases Metered Water Revenue by $517 to 
match billing determinants calculation. 

ReDairs and Maintenance - Adjustment B decreases the cost by $2,990 to remove operating 
expenses for another water company, farm and ranch expenses of the owner and personal expenses 
of the owner. 

Outside Services - Adjustment C increases this account by $1,140 to include operator 
expense in outside services rather than water testing expenses. 

Water Testing - Adjustment D decreases water testing expenses by $423 to reflect Staffs 
recommended amount of $1,119. See Enpeering Report. 

Transportation Expense - Adjustment E increases transportation expenses by $2,519. The 
Company proposed a negative expense of $596, which included a reimbursement of $3,176 from 
Ashcreek Water Company and two full years of vehicle insurance premiums. Staff removed one 
year of insurance premiums in the amount of $657. 

Miscellaneous Expense - Adjustment F decreases miscellaneous expenses by $512 for tax 
penalty and interest and a surety bond not related to the water company. 

Detxeciation - Adjustment G increases this expense by $1,376 from $1,969 to $3,345 to 
reflect application of Staffs recommended depreciation rates to Staffs recommended depreciable 
plant amounts, as shown in Schedule MJR-3, page 3. 

Taxes Other than Income - Adjustment H decreases this expense by $697, to remove 
property taxes paid for non-water company property. 

Income Taxes - Adjustment I increases this expense by $510 to allow for Staff calculated 
income taxes on the test year operating loss as shown in MJR-3, page 5. 

REVENUE REQUIREMENT 

Staff recommends total operating revenue from permanent rates of $67,321; an increase of 
$8,629, or 14.70 percent, over the Staff adjusted test year revenue of $58,692. Staffs recommended 
revenue provides an operating income of $5,675 and an 8.43 percent operating m a r p  and a cash 
flow of $9,020 as shown in Schedule MJR-1. Staff did not derive the revenue requirement by 
applying a rate of return on rate base because the Company’s extremely low rate base &d not 
produce sufficient revenues for the Company’s operating needs. Staffs recommended revenue is 
sufficient to cover operating and maintenance expense and to manage contingencies. 
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RATE DESIGN 

Schedule MJR-4 presents a complete list of the Company’s present, proposed, and Staffs 
recommended rates and charges. 

The present rate structure includes a monthly minimum charge that increases by meter size 
and an inverted three-tier commodity rate for all meter sizes with break-over points at 4,000 gallons 
and 20,000 gallons for all meter sizes. The commodity rate per 1,000 gallons is $2.37 up to 4,000 
gallons, $3.57 for 4,001 to 20,000 gallons and $4.27 over 20,000 gallons. No gallons are included in 
the monthly minimum charge for any meter size. 

The Company proposes a rate structure that includes a monthly minimum charge that 
increases by meter size and an inverted three-tier commodity rate for all meter sizes with break-over 
points at 4,000 gallons and 18,000 gallons for all meter sizes. The proposed rates represent increases 
over present rates to both the monthly minimum charges and the commodity rates for all meter 
sizes. As proposed by the Company, the monthly minimum charge for a 5/8 x 3/4-inch meter 
would increase from $16.63 to $20.00. The proposed commodity rates are $2.60 per 1,000 gallons 
up to 4,000 gallons, $4.00 for 4,000 to 18,000 gallons and $5.00 for over 18,000 gallons. The 
Company’s proposed rates would increase the typical residential bill, with a median usage of 5,100 
gallons, by $4.76 (15.86 percent), from $30.04 to $34.80, (Schedule MJR-5). 

Staff recommends a rate structure that includes a monthly minimum charge that increases by 
meter size and an inverted three-tier commodity rate for all 5/8 x 3/4-inch and 3/4-inch meters, 
with break-over points at 4,000 gallons and 12,000 gallons. Staff recommends an increase in the 
commodity charge for a 5/8 x 3/4-inch from $16.63 to $19.50. Staff recommends commodity rates 
of $2.50 per 1,000 gallons up to 4,000 gallons, $3.75 from 4,000 to 12,000 gallons and $5.25 over 
12,000 gallons. Staff recommends a two-tier commodity rate for larger meters. Under Staffs 
recommended rate design for permanent rates the typical monthly residential bill for a 5/8 x 3/4- 
inch meter customer with a median usage of 5,100 gallons would increase by $4.84, or 16.1 1 percent, 
from $30.04 to $34.88. (Schedule MJR-5) 

The Company’s amended application proposed service line and meter installation charges 
dfferent from those in the original application. The Company’s amended application on March 26, 
2015, proposes increases to all its service line and meter installation charges. Staff recommends 
increases to the service line and meter installation charges, as shown in Schedule MJR-4, page 2. 

Other Service CharQes 

The Company’s amended application proposed other services charges different from those 
in the original application. 

The Company proposes increasing the late fee to $25 from N/A. Staff recommends a late 
fee of $3.00 per month late charge or 1.5 percent, whichever is higher. 
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Staff recommends removal of the specific After Hours charges for Establishment (currently 
$75). Staff agrees that an additional fee for service provided after normal business hours is 
appropriate when such service is at the customer’s request. Such a tariff compensates the utility for 
additional expenses incurred from providing after hour services. Staff recommends approval of a 
$50 After-Hour Service Charge (flat fee) proposed by the Company. The After Hours Service 
Charge would be in addition to the normal service charge. Staffs recommended water system 
service charges are shown in Schedule MJR-4, page 3. 

STAFF RECOMMENDATIONS 

Staff recommends: 

8 Approval of Staffs rates and charges as shown in Schedule MJR-4. 

8 In addition to collection of its regular rate and charges, the Company may collect 
from its customers a proportionate share of any privilege, sales or use tax, per 
Arizona Administrative Code (“A.A.C.”) Rule 14-2-409@)(5). 

8 Directing the Company to docket with the Commission a schedule of its approved 
rates and charges within 30 days after the date the Decision in h s  matter is issued. 

Directing the Company to develop a written procedure for capitalizing versus 
expensing of plant related expenditures. 

8 Directing the Company to maintain separate books and records for the water 
Company. 

8 Authorizing the depreciation rates shown in Table B of the Engineering Report. 

8 Directing Lorna h d a ,  as a compliance item in this case, to notify its customers of 
the authorized rates and charges approved in this proceeding, and their effective 
date, in a form acceptable to Staff, by means of an insert in its next regular scheduled 
billing and to file copies with Docket Control w i k  10 days of the date notice is 
sent to customers. 

8 Staff recommends approval of the Best Management Practices (“BMPs”) included as 
Attachment A in the Engineering Report 

8 Staff recommends that the Company notify its customers, in a form acceptable to 
Staff, of the BMPs tariffs authorized in this proceeding and their effective date by 
means of either an insert in the next regularly scheduled biUing or by a separate 
mailing and shall provide copies of the BMP tariffs to any customer upon request. 
The Company may request cost recovery of the actual costs associated with the 
BMPs implemented in its next general rate application. 



Loma Linda Water Company 
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Test Year l-hded Ilecember 31, 2013 

SLhedule ,\lJ I<- 1 

Revenues: 
Lletered Water Revenue 
Unmetered Water Revenue 
Surcharge 
Other Water Revenues 

Total Operating Revenue 

Operating Expenses: 
Operation and ;\I I ' amtenance 
Depreciation 
Taxes Other than Property and Income 

Property Taxes 
Income Tax 

Total Operating Expense 

Operating Income/(Loss) 

Rate Base 

Rate of Return - On Rate Base 

Cash Flow 

Operating l\.fargin 

-~ Present Rates -- 
Company Stnf 

as a 
Filed Xdjustec 

$57,975 '$58,492 

200 200 

$58,175 $58,692 

$55,150 $54,884 
1,969 3,345 

697 
1,932 1,932 
(799) (289 

$58.949 $59,872 

($774) ($1,180 

$28,676 $22,446 

N/Al N/A 

1,195 2,165 

N/AI N /n 

NOTES: 

Operating hfarg~n represents the proportion of funds available to 
pay interest and other below the line o r  non-r~tcm3king expenses 

$65,800 $67,121 

200 200 

$67,321 $66,000 

$iS,lSO $54,884 
1,969 3,345 

697 
1,932 2,027 
(799) 1,190 

$58,949 $61,646 

$7 ,O .S 1 $5,675 

$28,676 $22,446 

24.59% 25.28% 

9,020 9,020 

10.6 8% 8.43% 
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31 

32  

ongi11.11 (:O't ~ ~ ~ - - - - - - -  ....... ~ 

( ~ i ~ J l l f > 3 ~ l V i  .Id just rneii t S t d f  

1 Plant  in Service 5253,857 ($1,300) ,\ 5252.557 
7 - 

Total , ldd i t ions  $0 S6,551 $6,551 

Rate Bas e $28,676 ($6,230) $22,446 33 

'Staff no te s  tlie c o m p a n r  p r i d e d  an 

amended  appl icat ion of  plant  and accurnulated 

depreciat ion,  via a pr inted copy and an  escell  

speadsheet. 'The excel spread sheet showed  

accmurnulated depr rc i auon  totalling $223,885. 



I 
7 

3 
1 
7 

6 
7 
8 
1 

IO 
11 
12 
13 
14 
l i  
16 
17 
18 

19 
XI 
21 
22 
23 
21 
25 
26 
27 
2R 
29 
70 
31 
32 
33 
31 
35 
36 
37 
38 
39 
10 
11 
12 
13 
4 4  
45 
46 
17 
18 
49 
50 
.5 1 
52 
53 
51 
55 
56 
57 
i 8  
59 
60 

TOTALS 

$ I 
2,741 

5 . W  
21.192 

17,364 1.127 ,\ 

12,992 i1.5 13 
9,194 (315) 13 

12O.461 (IO')) c 

11,283 (2,318) D 
15,313 

6% ((85) ii 
685 1; 

29.s2i 

611 

2.711 

5 . w  
21,192 

lX.191 

13,337 
8,649 

120.355 
15.343 
ll:165 

( ,Xi  
29,825 

814 

S253.857 !Sl.300) 9252,557 

COll?p'U,) Smff 

6 17,361 $ 18.491 

$ 12.992 5 11,337 

$ 9.194 S 8319 

5 I2(J,ihl S 12(1.355 
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Schedule 121]1< 2 
I'.1gc 3 ot 3 

Accumulated Depreciation Depreciation Rates Per 
Balances Decision No. 60408 l'cr Company St:iff 

301 
302 
303 
304 
307 
310 
311 
320 

320.1 
320.2 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
344 
345 
346 
347 
348 

O r p i k a  tioii 
Franchises 
1 .and & Land Rights 
Structures & linprovements 

Power Generation Equipment 
l'umpkg Equipment 
Water Treatment Equipment 
K'ater 'I'reatment Plant 
Solution Chemical Feeders 
l h t .  Reservoirs & Standpipes 
Storage Tanks 
I'rcssure 'Tanks 
Transmission SC Distribution hlaiti 
Services 
Meters & Meter Installation 
Hydrants 
Backflow l'revention Devices 
Other Plant & hlisc I'qulpment 
Office Furniture & Equipment 
Computers & Software 
1 ransportation Equipment 
Stores Equipment 
'l'ools, Shop, & Garage I'quipt 
1 ,aboratory Equipment 
Power Operated Equipment 
Communication Ilquipment 
Miscellaneous Equipment 
Other Tangble Plant 

Wells & Springs 

,~ 

li/a 

n/a 
n/a  

3.33% 
3.33% 
5.00"/0 
12.50% 
0.00% 
3.33% 

20.00"/0 
0.00% 
2.22% 
5.00% 
2.00% 
3.330/" 
8.33% 
2.00% 
6.67% 
0.00% 
6.67% 

20.00% 
20.00% 
4.00% 
5.00% 
10.00% 
5.00?/0 

10.00% 
10.00% 
2.50% 

4,226 4,621 395 
24,192 24,192 0 

16,611 17,483 87 3 

9,967 10,651 634 
9,3 94 8,849 (345) 

101,754 106,498 1,744 
15,343 15,343 0 
1 0,832 11,419 607 

430 (430) 
68.5 685 

29,825 29,825 

669 0 (669) 
844 844 0 

0 
S 223,885 230,430 $ 6,545 

r\mouut 

Accumulated Depreciation ~ I'er Company 
Accumulated Depreciation - Per Staff 

Total Adjustment 

Explanation of ;Idjustmetit H: 

S223,885 
230,430 

$6.545 

' 1 ' 0  reflect plant adjustments, ;rpplicarion o f  the autlioritcd clrp1-rci:ition 

rates a d  1-ctnoval o f  depreciation accrued on fully 
depreclateci plant ;ind to  recognize rctit'cmcnts. 



460 Unmetered Water Reveiiue 
474 Other Water Revenues 200 200 

Total Operating Revenue $58,175 $51 7 $58,692 

Operating Expenses: 
601 Salaries and Wages 
610 Purchased Water 
61 5 Purchased Power 
618 Chemicals 
620 Repairs and Maintenance 
621 Office Supplies & Expensc 
630 Outside Services 
635 Water ‘resting 
427.2 Customer Security Deposit Interest 
641 Rents 
650 Transportation Expenses 
657 Insurance - General Liahdity 
659 Insurance ~ Health and Life 
666 Rate Case Expense 
675 Miscellaneous Expensc 
403 Depreciation Expense 
408 Taxes Other Than Income 
408.1 1 Property Taxes 
409 Income Tax 

34,132 34,132 

3,711 3,711 

5,387 (2,990) B 2,391 
914 914 
300 1,140 C 1,440 

1,542 (423) D 1,119 

6,000 6,000 
(596) 2,519 E 1,923 

1,953 1,953 

1,807 (512) r; 1,295 
1,969 1,376 G 3,345 

697 (697) H 
1,932 1,932 

(799) 510 I (289) 

Total Operating Expenses 58,949 923 59,872 

\OPERATING INCOME/(LOSS) ($774) ($406) ($1,180) I 



Lonia Linda Water Company 
Dockct No. W-02211A-14-0419 
'Test Ye:n I.nded llecenihcr 31, 201 3 

,. I o  increasc t i ,  Billing lletermmants lie\-enuc 

B - REPAIRS ANI1 I\IAINI'RNANCE EXP13NSE - Per Company 
Add twelrth month of  repairs aiid maintcnancc 
Remove annual fees 
Ilcmuve cspcnscs for Ashcrcck Water 
Remove expenses fur Farm 
Rcmorc personal or ? 
Remur-e Plaiit itcms 
Add reimburscmcnt for bond 

I'cr Staff 

$5.387 
$1 10 

(260.00) 
(3132.55) 
(452.39) 

(1,l 10.62) 
($004) 
$100 

2,397 ($2,990) 

To R e i n o x  nm-water Company cspenscs and Plant items 
and an estra year of  insurance prcmium. 

c - OlTTSIIlF. SI'I<VICES-Pcr (:ompaq 
Per Staff 

s300 
1,440 $1,140 

To recognize Operator f ees  

D - WAI'Ii.R 'I'F,STJNG - I'cr (;ompan! 
Per Staff 

s1,512 e $423 

. I  1 o recogme the axrage oil-going water testmg expenses. 

E - 'TRANSI'ORTATION E X P E N S E  - l'er Company (S596) 

transportation cspcnscs SZ.176 
Reimbursnncnt from Ashcreeh Water Company currcnt and l'nor )ears 

Estra year of  insurance premiums (Sh57) 
l'er Staff 1 .'I23 $2,519 

To Remove Reimbursement incorrectly credited to transportahon cspenses 
and an estra year uf  itisurancc premium. 

F - MISCb~J.I.ANEOUS EXPENSES-l'er C o m p a n ~  
'l'as penalty and inteiest 
Surety l h n d  

Per Staff 

1,807 

(100) 
(412) 

1.295 ($512) 

Remove tas pcnali~ c9r interest charges and Surely D<md 

DEPRIi.CIZTION - I'cr Company G - 
Per Staff 

S1>169 
3.345 $1,376 

To reflcct application uf Staffs deprccmtiiin rates tu Staffs 
deprcciahlc plant lmlatices by account. 

'TAXES OTHER 'l'l IAN 1NCOhlL- pcr Company H - 
Per Staff 



Lomi Linda Water Company 
Docket No. W-02211A-144419 
Test Year Ended December 31,2013 

OPERATING INCOME ADJUSTMENT D -DEPRECIATION EXPENSE 

bchedule MJR 3 
Page 3 o f5  

LINE 
m DFSCKIPlION 

Depreciation Expense 
1 

Lne ACCT 
No 
1 
2 
3 
4 

6 
7 
8 
9 

11 
12 
13 
14 
15 
16 
17 
18 
19 

J 

i n  

20 

21 
22 
23 
24 
25 
26 
27 
28 
29 

31 
32 
33 
34 
35 
36 
37 
38 
39 

41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

30 

40 

m PESCRIPTION 
Plant In Se-ee 

301 O c p z a u o n  
302 Franchises 
303 Land & Land fights 
304 Srmctures & Improvements 
307 W ~ I S  & Spnngs 
310 Power Generams Equrpment 
31 I Pumping Equipment 

320 1 Water Treatment Plants 
320 2 Soluuon Chemical Feeders 

330 1 Storage Tanks 
330 2 Pressure Tanks 

330 D s t  Rerenrom & Standptpes 

331 Transmission & Dirtribuhun Matns 
333 Semces 
334 Meters & Meter Installauons 
335 Hydrants 
336 Rackflm Prevenbon Devices 
339 Other Plant and Msc Equipmmt 
340 Office Furniture & Equrpment 

341 Transportabon Equipment 
343 Tools Shop & Garage Equipment 
344 Laboratoty Equipment 
345 Power Operated Equipment 
346 Commumcatlon Equipment 
347 Mscellaneous Equipment 
348 Other Tangble Plant 

340 1 Computers & sohare  

Subtotal General 
Less Non- depreciable Account($) 
Depreciable Plant &29-L30) 

Contributions-m-Aid-of-Construrhon (LIAC) 
WeVelghted Average Depreoauon/Amomzatlon 

L e s s  Amomzaoon of CIAC (l32 x U3) 
Depreciation Expense - STAFF 

te 

Pro Forma Depreciation Expense Catuhtion 

Plant m Servtce 
Less. Non-depreciable plant 

Depreciable Plant 
Tmes: Staifmetghted average deprecratmn rate 
Depreciatln expense before monlzatlon oiCIAC 
Less Arnomzaaon ofCIAC 
Test Year Depreciation - Staff 
Depreciation expense - Company 
Staff recommended adjusrment 

Fully depreciated plant 

[4 PI IC1 P I  
COMPANY S1 AI 1. STAFF 
PKOPOSED ADJIJb IMhNTS RECOMML NDL’D 

b 1,969 f 1,316 $ 3,345 

w 

Non~Depreciable 
Company Proposed sr.u+ Fully STAFF STAFF STAFF 
PLANT IN SERVICE PLANT Depreciated DEPR PL4NT RECOMMENDED RECOMhENDED 

B.4LANCE RAL4NCE Plant RATE EXPENSE BALANCE 

I 
2,741 

5,930 
24,192 

17,364 

12,992 
9,191 

15,343 
14,283 

120,464 

685 

29,825 

844 

2,741 

5,930 
24,192 

18,491 

13,337 
8,819 

120,355 
15,343 
11,965 

685 
29,825 

844 

I 
2,741 

24,192 

15,690 

8,849 

15,343 
111,832 

D 

5,930 

2,801 

13,337 

120,355 

1,133 

685 
29,825 

844 

aoo% I 
n 00% 
n.no% 

5 no% 
12 50% 350 

20 on% 

5 00% 

3 33% 197 
3 33% 

3 33% 

2.22% 
2 22% 296 

2.00% 2,407 
3 33% 
8 33% 94 
2 00% 
6 67% 
6 67% 
6 67% 

20 no% 
5 . 0 0 ~ ~  

i n  00% 
5 on% 

i o  00% 
i o  00% 
2.50% 

‘6 253,857 0 252,557 I 109,noi I 143,556 5 3,345 

I 253,857 I 252,557 0 143,556 1 309 
1 3,036 

$ 252,557 
2,741 

io9,nni 
0 140,815 

2 3302% 
3,345 

3,345 
1,969 

0 1,376 



Lorna Linda Water Company 
Docket No. W-02211A-14.0419 
Test Year Ended December 31,2013 

OPERATING INCOME ADJUSTMENT H - PROPERTY TAXES--C-CORP 

[AI 

LINE 
NO 

PI 

STAFF 
Property Tax Calculauon 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Staff Adlusted Test Year Revenues - 2013 
Waght Factor 
Subtotal (Line 1 * Lme 2) 
Staff Adlusted Test Year Revenues - 2013 
Staff Recommended Revenue, Per Schedule MJR-1 
Subtotal @ne 4 + Lne 5) 
Number of Years 
Three Year Average (Line 5 / Lme 6) 
Department of Revenue Mutdpher 
Revenue Base Value @ne 7 * h e  8) 
Plus 10% of CWIP - 
Less. Net Book Value of Lcensed Vehcles 
Full Cash Value @ne 9 + Lne 10 - Lne 11) 
Assessment Raao 
Assessment Value (Line 12 * Iane 13) 
Composite Property Tax Rate (Company Property Tax - Assessment Value) 

Staff Proposed Property Tax Expense (Line 14 * Lne 15) 
Company Proposed Property Tax 

Staff Test Year Adlustment @ne 16-Lne 17) 
Property Tax - Staff Recommended Revenue @ne 14 * Lne 15) 
Staff Test Year Adlusted Property Tax Expense @ne 16) 
Increase/(Decrease) to Property Tax Expense 

Increase/(Decrease) to Property Tax Expense 
Increase in Revenue Reqwement 
Increase/(Decrease) to Property Tax per Dollar Increase in Revenue @nel9/Lne 20) 

References: 
Col [A]: Company 
Col PI: Staff Report 

Tax Id No. 
908-60-900-7 

$ 58,692 $ 58,692 
2 2 

$ 117,783 $ 117,383 

67,321 
Q 176,075 8 184,704 

58,692 

3 3 
$ 58,692 $ 61,568 

2 2 
Q 117,383 Q 123,136 

Q 117,383 $ 123,136 

21,716 $ 22,780 
8 8967% 8 8967% 

18 5'4 18 5% 

0 1,932 
1,932 

$ 
$ 2,027 
0 1,932 
5 95 

96 95 
8,629 

1097262% 

Schedule MJIC-3 
Page 4of 5 



Loma Lmda Water Company 
Docket No W 02211A-14.0419 
lest Year Ended December 31,2013 

C-COT Tax Calculation 

LINE 
DFSCRIPlION No 

1 

2 
3 
4 
J 

6 
7 
8 
9 
10 

11 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 
25 
26 
27 
28 

29 
30 

31 
32 
33 
34 
35 

36 
37 
38 
39 

40 
41 
42 
43 
44 
45 

46 
47 
48 

49 
50 
51 

52 
53 
54 
55 
56 
57 
58 
5') 
60 
61 
62 
63 
64 
65 
66 

Schedule MJR-3 
Page 5 of 5 

Cabubtzon ofGmri Revenrre Contemn Fodor 
Revenue 100 0000% 
Uncollecible Factor (Lme 14) o onono/o 
Revenues (L1 L2) 100 0000% 
Combined Federal and State Income Tax and Property Tax Rate (Line 30) 20 5 5 6 ~ ~  
Subtotal(L3 L4) 79 4436% 
Revenue Convenion Factor (L1 1 L5) 1258754 

C g k h o n  LJnmd- 
Unity ion OOOOY~ 

One Mrnus Combined Income Ta\ Rate (Lll L12) 80 33% 
Uncollecuble Rate o onw% 
Uncollecuble Factor (L9 * L10 ) 

Combined Federal and State Tax Rate &me 22) 19 68% 

0 0000% 

C&&on ofEfiect2tu Tax Rotp 

Operahng Income Before Taxes (Amona Taxable Income) ion onoo% 
Arizona State Income Tax Rate 5 5000% 

Federal Taxable Income (L17 L18) 94 5noo% 
Applicable Federal Income Tax Rate @ne 72) 15 0000% 

14 1750% Effechve Federal Income Tax Rate (Ll9 Y L20) 
Combined Federal and State Income Tax Rate (Ll8 +L21) 19 68% 

Calculauon of Effechve Property Tau Factor 

Combined Federal and State Income Tax Rate (L22) 

Unity ion 00% 

One Minus Combined Income Tax Rate (L25 L26) 80 33% 
Propeq  Tax Factor (MJR W17, L27j 
Effechve Property Tax Factor (L27*L28) 

19 68% 

1 10% 

0 88% 
Combined Federal and State Income Tax and Propeq Tax Rate (L22+L29) 20 56% 

Required Operaung Income (Schedule Summar). Schedule MJR-I) s 5,675 
AdpstedTest Year Operaung Income ( I a s s )  (Schedule MJR 1) s (3,181L 
Required Increase m Operaang Income (L33 - L34) S 6,856 

Income Taxes on Recommended Revenue (Col C, L65) P 1,390 
Income Taxes on Test Year Revenue (Col 4 L65) 
Required Increase m Revenue to Pravrde for Income Taxes (L37 - L38) 

s 0 289 
$ 1,679 

Recommended Revenue Requirement (Schedule MJR 1) $ 67,321 
Uncollechble Rate (Lme 13) 

Uncollecuble Expense on Recommended Revenue (L41 * L42) 
4dlusted Test Year Uncollechble Expense 

Required Increase m Revenue to Promde for Uncollechble Exp (L43 US) 

o oono% 
I 
$ 

B 
Property Tax with Recommended Revenue (Schedule C Prop Taxes L19) 
Propeny Tax on Test Year Revenue (Schedule C-Prop Taxes L20) 

B 
$ 

2,027 
1,932 

Increase in Property Taa Due to Increase in Revenue (L4C 47) 3 95 

Total Requlred Increase m Revenue (L35 + L39 + L45 + US) 
W h o a  ofInmmc Tm: 

Revenue (Schedule MJR-I) 
Operaung Expenses Excluding Income Taxes 
Synchronized Interest 
Anzona Taxable Income (L52 - L53 - L54) 
Arizona State Income Tax Rate 
Anzona Income Tax (L36 x L37) 
Federal Taxable Income (L55 - 1.57) 
Federal Tax on Fmt Income Bracket ($1 - $50,000) @ 15% 
Federal TXY on Second Income Bracket ($50,001 - 875,000) @ 25% 
k d d  T u  on  Third Income Bracket ($75,001 ~ 9100,000) @ 3-1% 
Feded Tax on Fourth Income Bracket ($lOO,OOl ~ $335,000) @ 39% 
Federal TZY on Fifth Income Bracket ($335,001 -$10,000,000) @ 34% 
Total Federal Income T ~ Y  
Combined Federal and State Income Tax (L57 + L64) 

S 8,629 Staff 
Test Year Recommended 

s 58,692 f 8,629 I 67,321 
9 60,162 $ - $ 60,256 
3 s -  
I (1,470) 8 7,065 

5 50% 
I 389 
S 6,676 
8 1,001 
9 
9 
9 
5 
s 1,001 
S 1,390 



From 0 10 3,000 gallons 
i'mm 1,001 to 12,000 ,pJI"lionS 
Over 13,(100 ~ , l l n l i o " \  

From 0 to 3.000 @Ions 
iirOm 3,0111 fo io,nnil @ions 
Orer 10,000 gallonr 

F*om 0 tu 4.000 gallons 

Ore, 20,000 @Tans 
From 4,001 10 2U,000 gallons 

From 0 to 1,000 gallons 
Fiom 4,(llJl to 18.000galloos 
Ovrr 18,000 @Ions 

2 31 
3 57 
4 37 

2 60 
4 00 
5 00 

2 37 
3 51 
4 27 

2 60 
4.00 
5 00 

2 50 
3 75 
5 25 

2 50 
3 75 
5 25 

3 15 
5 25 

2 37 
3 57 
127 

2 6(l 
4 00 
5 00 

3 15 
i 25 

3 7.5 
5 25 



2 37 
3 51 
4 2 7  

Rrst 4i.000 gallona 
Owrr 15,000 gallons 

Fmr 90,000 ~ql lons 
Orrr 90,000 @Ions 

Tier 1 From (1 10 4,IJUO @ions 
Tier 2 From 1,001 to ?0,0(10 gallons 
Tier 3 Owr 20.000 gallons 

From 0 to 4,0110 gallons 
From 4,001 to 18,000 g21lons 
OVPY 18,(100 gdlons 

2 37 
3 i 7  
4 37 

2 31 
3 57 
4 27 

3 75 
5 25 

2 60 
4 00 
5 00 

i 7.i 
.5 25 

3 60 
4 00 
5 00 

2 37 
3 .57 
4 27 

3 15 
5 25 

2 60 
4 00 
5 00 



hlJlI-4 
l ' n g  i of 3 

Statf 

Meter Snfi  

I'mcnt I'roposed Charges 
c!n!gu cmpm Mf 

5-10 00 S i l l  (10 $50 00 
75 00 
40 00 
40 t:o 

z i  00 
1011")" 
35 (10 

N/T  5 
NT 

*If 

.1. 

**I 



Loma Linda Water Company 
Docket No. W-0221l.4-14-0419 
Test Year Knded December 11, 2013 

Schedule MJR-5 

Typical Bill Analysis 

Gencral Service 518 x 3/4Inch Meter 

Present Proposed Dollar Percent 
Gallons Rates Rates Increase Increase 

Average Usage 6,800 $ 36.11 f 41.60 $ 5.49 15.22% 

Median Usage 5,100 30.04 34.80 $ 4.76 15.86% 

Staff Recommended 

Average Usage 6,800 $ 3611 0 4125 $ 5 14 1425% 

Medan Usage 5,100 30 04 3488 $ 484 16 11% 

Present & Proposed Rates (Without Taxes) 
General Service 518 x 3/4-Inch Meter 

Gallons Present 
Company Staff 
Proposed ‘/o Recommended % 

1,000 
2,000 
3,000 
3,500 
4,000 
5,000 
5,100 
6,800 
7,800 
8,800 
9,800 

10,800 
11,800 
12,800 
13,800 
14,800 
15,800 
16,800 
17,800 
18,800 
19,800 
20,800 
25,800 
30,800 
35,800 
40,800 
45,800 
50,800 
75,800 

100,800 

19 00 
21 37 
23 74 
24 93 
26 11 
29 68 
30 04 
36 11 
39 68 
43 25 
46 82 
50 39 
53 96 
57 53 
61 10 
64 67 
68 24 
71 81 
75 38 
78 95 
82 52 
86 65 

108 00 
129 35 
150 70 
172 05 
193 40 
214 75 
121 50 
428 25 

22.60 
25.20 
27.80 
29.10 
30.40 
34.40 
34.80 
41.60 
45.60 
49.60 
53.60 
57.60 
61.60 
65.60 
69.60 
73.60 
77.60 
81.60 
85.60 
90.40 
95.40 

100.40 
125.40 
150.40 
175.40 
200.40 
225.40 
250.40 
375.40 
500.40 

18.95% 
17.92% 
17.10% 
16.75% 
16.439’0 
15.90% 
15.86% 
15.22% 
14.93% 
14.69% 
14.49% 
14.32% 
14.17% 
14.04% 
13.92% 
13.820/0 
13.72% 
13.64O/o 
13.56% 
14.51% 
15.61% 
15.87% 
16.12% 
16.28% 
16.39% 
16.48% 
16.55?’0 
16.60% 
16.77% 
16.85% 

22.00 
24.50 
27.00 
28.88 
30.75 
34.50 
34.88 
41.25 
45.00 
48.75 
52.50 
56.25 
60.00 
64.95 
70.20 
75.45 
80.70 
85.95 
91.20 
96.45 

101.70 
106.95 
133.20 
159.45 
185.70 
211.95 
238.20 
264.45 
395.70 
526.95 

15.79% 
14.65% 
13.73Oio 
15.85% 
17.77% 
16.24% 
16.11% 
14.25% 
13 42% 
12.73% 
12.14% 
11.64% 
11.20% 
12.91% 
14.90% 
16.68% 
18.27% 
19.70% 
20.99% 
22.17% 
23.25% 
23.43% 
23.34Yo 
23.27% 
23.23% 
23.19% 
23.17% 
23.1 5% 
23.08% 
23.05% 



I Exhibit A 

Engineering Report For 
Loma Linda Estates, Inc. 
Docket No. W-0221lA-14-0419 (Rates) 
March 23,2015 

SUMMARY 

Conclusions 

1. The Arizona Department of Environmental Quality (“ADEQ) reported that the Loma Linda 
Water Company’s (“Loma Linda” or “Company”) water system is currently delivering water 
that meets water quality standards required by 40 C.F.R. 141 (National Primary Drinking Water 
Regulations) and Arizona Administrative Code, Title 18, Chapter 4. 

2. The Company’s water systems have adequate well production and storage capacities to serve its 
present customer base and a reasonable level of growth. 

3. The Company’s water system is not located in an Arizona Department of Water Resources 
(‘ADWR’’) designated Active Management Area. ADWR has determined that Loma Linda 
water system is compliant with departmental requirements governing water providers and/or 
community water systems. 

4. The Company is in compliance with the Arizona Corporation Commission (“ACC” or 
“Commission”) Compliance Database at this time. 

5. The Company has an approved curtailment plan tariff. 

6. The Company has an approved backflow prevention tariff. 

Recommendations 

1. Commission Utilities Staff (“Staff’) recommends its annual water testing expense estimate of 
$1,119 be used for this proceeding. 

2. Staff recommends the depreciation rates listed in Table B. 

3.  Staff recommends its service line and meter installation charges labeled “Staffs 
Recommendation” in Table C. 

4. Staff recommends approval of the Best Management Practices (“BMPs”) included in 
attachment A. Staff further recommends that the Company notify its customers, in a form 
acceptable to Staff, of the BMP tariffs authorized in this proceeding and their effective date by 
means of either an insert in the next regularly scheduled billing or by a separate mailing and 
shall provide copies of the BMP tariffs to any customer, upon request. The Company may 
request cost recovery of actual expenses associated with the BMPs implemented in its next 
general rate application. 
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Loma Linda Estates, Inc. 
Docket No. W-022 1 1 A- 14-04 19 (Rates) 

Page 1 

I. INTRODUCTION AND LOCATION OF COMPANY 

On December 24, 2014, Loma Linda Water Company, Inc. (“Company” or “Loma Linda’,) 
filed a rate application with the Arizona Corporation Commission (“ACC” or “Commission”). The 
Commission Utilities Division Staff (“Staff’) engineering review and analysis of the application is 
presented in this report. 

Loma Linda provides water service to approximately 130 connections in an area approximately 
6 miles southeast of the Town of Clifton in Greenlee County. 

The Company’s plant facilities were visited on February 3, 2015, by Frank Smaila, Staff 
Engmeer, in the accompaniment of Bevan Barney, the Company’s manager and John Basteen Jr., 
certified operator. 

Figure 1 shows the location of the Company within Greenlee County and Figure 2 delineates 
the Company’s certificated area which covers approximately 100 acres or 0.16 square mile. 
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11. WATER SYSTEM 

A. Description ofthe Water System 

5 2 
3 2 

The water system is composed of two wells, three storage tanks ,  four booster pumps, three 
pressure tanks and a distribution system. A water system plant facilities summary is tabulated below: 

Well 

I 1.500 I 1 11 I I 

Components 

pump House 



€3. Water Use 

Water Sold: 

Figure 3 represents the Loma Linda water consumption data provided by the Company in its 
water use data sheet for the test year ending December 31, 2013. Customer consumption included a 
high monthly water use of 349 gallons per day (“GPD”) per connection in June, and the low water use 
was 128 GPD per connection in December. The system average annual use was 222 GPD per 
connection. 

Figure 3 Water Use 
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Non-account Water: 

Non-account water should be 10 percent or less, and never more than 15 percent. It is 
important to be able to reconcile the difference between water sold and the water produced by the 
source. A water balance will allow a company to identify water and revenue losses due to leakage, theft 
and flushing. 
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2009 
128 

In its e-mail, dated February 9, 2015, the Company reported 11,801,881 gallons pumped, 
10,502,901 gallons sold and 27,000 gallons of estimated beneficial non-revenue uses1 for the test year, 
resulting in a water loss of 10.8 percent. This percentage is above the recommended threshold amount 
of 10 percent. The Company believes that much of this water loss is attributable to old inaccurate 
customer water meters. Loma Linda is adapting provisions of Meter Repair and/or Replacement 
Tariff (see Best Management Practices in this Report) and started testing and replacing these meters. 

2010 201 1 2012 201 3 
128 127 128 128 

C. System Anabsis 

Based on the water use data provided by the Company for the Test Year, Staff concludes that 
the Loma Linda system’s well total production capacity of 160 GPM and total storage capacity of 
30,000 gallons is adequate to serve the present customer base and reasonable growth. 

D. Growth 

Based on customer data obtained from the Company’s Annual Reports, it appears that the 
Loma Linda system has not experienced measurable growth. According to the Company no customer 
growth or decline is expected. A listing of the number of connections at the end of each year from 
2009 to 2013 is tabulated below: 

111. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY (“ADEQ) 
COMPLIANCE 

Compliance 

Per ADEQ Compliance Status Report dated January 21,2015, ADEQ reported that the Loma 
Linda water system is currently delivering water that meets water quality standards required by 40 
C.F.R. 141 (National Primary Drinking Water Regulations) and Arizona Administrative Code, Title 18, 
Chapter 4. 

Water Testing Expense 

Participation in the ADEQ Monitoring Assistance Program (“MAP”) is mandatory for water 
systems which serve less than 10,000 persons (approximately 3,300 service connections). 

The Company reported its water testing expense at $1,542 for the test year (including Operator 
Fees totaling $1,140)2. Staff has reviewed the Company’s water testing expense and has recalculated 
the testing costs based on tests required by ADEQ. Staffs estimated average annual water testing 
expenses for the Company is $1,119. 

Per Loma Linda’s responses KS 1.1 b, the Company’s beneficial non-revenue water use includes regular flushing of water 

Operator fees should be reported separately from Water Testing in the “Outside Services” operating expenses account. 
lines. 
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Table A lists Staffs annual monitoring expense estimate totaling $1,119 (which includes MAP 
expenses totaling $584, rounded). 

Table A. Water Testing Cost 

Monitoring 
Annual I Cost per 1 test I No. Of test 1 Expense 

Total coliform - monthly $35 12 $420 

Lead & Copper - per 3 years $33 5 $55 
Nitrite/Nitrate $30 2 $60 

MAP MAP $584 MAP - IOCs, Radiochemical, Nitrate, 
Nitrite. Asbestos. SOCs. & VOCs 

Staff recommends an annual water testing expense of $1,119 be used for purpose of this 
proceeding. 

IV. ARIZONA DEPARTMENT OF WATER RESOURCES (“ADWR”) COMPLIANCE 

The Company’s water system is not located in an ADWR deslgnated Active Management Area. 
According to ADWR compliance status reports, dated February 6,2015, ADWR has determined that 
Loma Linda water system is compliant with departmental requirements governing water providers 
and/or community water systems. 

V. ACC COMPLIANCE 

On February 9, 2015, the Utilities Division Compliance Section noted that a check of the 
Therefore, the compliance database indicates that there are no dehquencies for Loma Linda. 

Company is in compliance with the ACC Compliance Database at this time. 

VI. DEPRECIATION RATES 

Staff has developed typical and customary depreciation rates within a range of anticipated 
equipment life per National Association of Regulatory Utility Commissioners (“NARUC”) plant 
category. These rates are presented in Table B and it is recommended that these depreciation rates be 
used. 
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330.1 
330.2 
331 

TABLE B 
DEPRECIATION RATE TABLE FOR WATER COMPANIES 

Storage Tanks 
Pressure Tanks 

Transmission & Distribution Mains 

305 Collecting & Impounding Reservoirs 
306 Lake, River. Canal Intakes 

333 
334 

307 Wells & Springs 
308 Infiltration Galleries 
309 Raw Water Sumlv Mains 

_____ 

Services 30 3.33 
Meters 12 8.33 

310 Power Generation Equipment 
31 1 Pumping EauiDment 

335 
336 
339 

320 I Water Treatment Equipment 
320.1 I Water Treatment Plants 

Hydrants 
Backflow Prevention Devices 
Other Plant & Misc EauiDment 

40 2.50 
40 2.50 

50 
15 

30 3.33 
15 6.67 

2.00 
6.67 

50 I 2.00 1 

15 
15 

1 

20 I 5.00 1 

6.67 
6.67 

1 

~1 
2.00 

341 Transportation Equipment 5 20.00 
342 Stores EquiDment 25 4.00 
343 
344 
345 

Tools, Shop & Garage Equipment 20 5.00 

Power ODerated EauiDment 20 5.00 
Laboratory Equipment 10 10.00 

I , I  

340 I Office Furniture & Equipment 
II 340.1 I Computers & Software 5 I 20.00 II 
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VII. OTHER ISSUES 

1. Service Line and Meter Installation Chaqes 

Service line and meter installation charges are refundable advances. In its filing the Company 
requested changes to its current service line and meter installation charges. After discussion with Staff, 
the Company agreed to the lower end of Staffs customary range of charges. Also, since the Company 
may at times install meters on existing service lines, it would be appropriate for some customers to 
only be charged for the meter installation. Therefore, separate service line and meter charges have 
been developed by Staff. 

Staff recommends its charges labeled “Staffs Recommendationyy in Table C. 

TABLE C 
SERVICE LINE AND METER INSTALLATION CHARGES 

Meter 
Size 

Company 
Current 
Tariff 

I 5/8x3/4-inch I $430 
3/4-inch I $460 
1 -inch I$511 

I 3-inch-Com~ound I $1.994 

2. Curtailment Plan T a n ?  

Company 
Proposed Tariff 

$700 
$800 
$900 
$1,200 
$1,305 

Staffs Recommendation 

Service Line 
CharPe I Meter Charge I Total Charge 7 
$520 
$800 I $995 I $1.795 

The Company has an approved curtailment plan tariff. 

3. Backjow Prevention Tan8 

The Company has an approved backflow prevention tariff. 
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4. Best Management Practices (‘BMPs’3 

The Company does not have any approved BMP tariffs. According to responses to data 
requests (KS-1.2), the Company selected the following BMP’s for implementation in its systems: 

0 

0 

Water Waste Investigations and Information Tariff - BMP 3.8 
Meter Repair and/or Replacement Tariff-BMP 4.2 
Water System Tampering Tariff - BMP 5.2 

Staff recommends approval of the BMPs listed in attachment A. Staff further recommends 
that the Company notify its customers, in a form acceptable to Staff, of the BMP tariffs authorized in 
this proceeding and their effective date by means of either an insert in the next regularly scheduled 
billing or by a separate mading and shall provide copies of the BMP tariffs to any customer, upon 
request. The Company may request cost recovery of actual expenses associated with the BMPs 
implemented in its next general rate application. 



Attachment A 



Com pany : Decision No.: 

Phone: Effective Date: 

Water Waste Investiaations and Information Tariff - BMP 3.8 

PURPOSE 

A program for the Company to assist customers with water waste complaints and provide 
customers with information designed to improve water use efficiency (Modified Non-Per Capita 
Conservation Program BMP Category 3: Outreach Services 3.8: Water Waste Investigations and 
Information). 

REOUIREMENTS 

The requirements of this tariff are governed by Rules of the Arizona Corporation Commission 
specifically R14-2-403 and R14-2-410 and were adapted from the Arizona Department of Water 
Resources’ Required Public Education Program and Best Management Practices in the Modified 
Non-Per Capita Conservation Program. 

1. 
2. 

3. 
4. 

5. 

6. 

7. 

8. 

9. 

The Company shall handle water waste complaints as calls are received. 
Calls shall be taken by a customer service representative who has been trained to 
determine the type of water waste and to determine if it may be attributed to a leak 
or broken water line. 
The Company shall follow up on every water waste complaint. 
Upon request by the customer or when the Company determines it is warranted, a 
trained Field Technician shall be sent to investigate further and notify the 
responsible party of the waste and offer assistance and information to prevent waste 
in the future. 
A letter of enforcement will be issued to customers with water running beyond the 
curb and/or off the customers property due to such things as, but not limited to, 
backwashing of pools, broken sprinkler heads, and over watering of lawns beyond 
the saturation point. 
The same procedures outlined above in item #4 will be followed in the event of a 
second violation. Termination of service may result in the event of the third violation 
within a 12 month period. I n  the event of a third violation the customer’s service 
may be terminated per Arizona Administrative Code R14-2-410C, R14-2-410D and 
R14-2-410E (applicable service reconnection fees shall apply). 
The Company shall record each account and each instance noted for water waste, 
the action taken and any follow-up activities. 
Subject to the provisions of this tariff, compliance with the water waste restriction 
will be a condition of service. 
The Company shall provide to its customers a complete copy of this tariff and all 
attachments upon request and to each new customer. The customer shall abide by 
the water waste restriction. 

10. If a customer believes he/she has been disconnected in error, the customer may 
contact the Commission’s Consumer Services Section at 1-800-222-7000 to initiate 
an investigation. 

Revised: 9-30- 10 



Com pa ny : 

Phone: 

Decision No.: 

Effective Date: 

Meter ReDair and/or Replacement Tariff - BMP 4.2 

PURPOSE 

A program for the Company to systematically assess all in-service water meters (including 
Company production meters) in its water service area to identify under-registering meters for 
repair or replacement (Modified Non-Per Capita Conservation Program Best Management 
Practice Category 4: Physical System Evaluation and Improvement 4.2 Meter Repair and/or 
Replacement Program). 

REQUIREMENTS 

The requirements of this tariff are governed by Rules of the Arizona Corporation Commission 
and were adapted from the Arizona Department of Water Resources’ Required Public Education 
Program and Best Management Practices in the Modified Non-Per Capita Conservation Program. 

1. On a systematic basis, the Company will inspect 100 percent of its 1-inch and smaller in- 
service water meters at least once every ten years for one of the following reasons 
(whichever occurs first): 

a. A meter reading complaint is filed with the Company by a customer or Arizona 
Corporation Commission Staff, 

b. A meter has registered 1,000,000 gallons of usage, 
c. A meter has been in service for ten years. 

2. Meters larger than 1-inch shall be inspected for one of the following reasons: 
a. A meter reading complaint is filed with the Company by a customer or Arizona 

Corporation Commission Staff, 
b. A meter has been in service for five years. 

3. The inspection will be accomplished by having the meter pulled and having a Company 
Technician physically inspect each meter and its fittings for leaks, registers which may 
have become loose or are not properly attached to the meter and could be under- 
registering or other broken parts which need repair. In  addition, meters shall be 
randomly selected for flow testing to identify potentially under-registering meters. 

4. The Company shall also replace or reprogram any water meters that do not register in 
gallons. Upon the effective date of this tariff, the Company shall install all replacement 
meters with new: 

a. 1-inch and smaller meters that register in 1 gallon increments, 
b. 1-1/2-inch through 4-inch meters that register in 10 gallon increments, and 
c. 6-inch and larger meters that register in 100 gallon increments. 

5. The Company shall keep records of all inspected and replacement meters and make this 
information available to the Commission upon request. 

Revised: 8-24-1 1 



Com pany : Decision No.: 

Phone: Effective Date: 

PURPOSE 

The purpose of this tariff is to promote the conservation of groundwater by enabling the 
Company to bring an action for damages or to enjoin any activity against a person who tampers 
with the water system. 

REQUIREMENTS: 

The requirements of this tariff are governed by Rules of the Arizona Corporation 
Commission, specifically Arizona Administrative Code (“AAC“) R14-2-410 and the Arizona 
Department of Water Resources‘ Required Public Education Program and Best Management 
Practices in the Modified Non-Per Capita Conservation Program. 

1. 

2. 

3. 

4. 

5. 

I n  support 
adion for 
connection 

of the Company‘s water conservation goals, the Company may bring an 
damages or to enjoin any adivity against a person who: (1) makes a 
or reconnection with property owned or used by the Company to provide 

utility service without the Company’s authorization or consent; (2) prevents a Company 
meter or other device used to determine the charge for utility services from accurately 
performing its measuring function; (3) tampers with property owned or used by the 
Company; or (4) uses or receives the Company’s services without the authorization or 
consent of the Company and knows or has reason to know of the unlawful diversion, 
tampering or connection. I f  the Company’s action is successful, the Company may 
recover as damages three times the amount of actual damages. 

Compliance with the provisions of this tariff will be a condition of service. 

The Company shall provide to all its customers, upon request, a complete copy of this 
tariff and AAC R14-2-410. The customers shall follow and abide by this tariff. 

I f  a customer is connected to the Company water system and the Company discovers 
that the customer has taken any of the actions listed in No. 1 above, the Company may 
terminate service per AAC R14-2-410. 

If a customer believes he/she has been disconnected in error, the customer may 
contact the Commission’s Consumer Services Section at 1-800-222-7000 to initiate an 
investigation. 

Revised: 5-26-1 1 
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