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DATE : February 19, 2016

STAFF'S RESPONSE TO FEBRUARY 4, 2016, PROCEDURAL ORDER
REGARDING ASH FORK DEVELOPMENT ASSOCIATION, INC. DBA ASH FORK
WATER SERVICE'S APPLICATION FOR A PERMANENT RATE INCREASE AND
A FINANCING APPROVAL. (DOCKET nos. w-0100413-15_0313 AND W-01004B-15-
0342)

On September 1, 2015, Ash Fork Development Association, Inc., DBA Ash Fork Water Service (the
"Company") filed an application for a  permanent rate  increase. On September 30, 2015, Me Company also
filed an application for a  financing approval. On January 11, 2016, Staff fried a Staff Report recommending
approval of the rate and financing applications using Staffs recommended rates and charges. On January 25,
2016, the  Company filed its comments to die  S taff Report. On February 4, 2016, a  Procedural Order was
issued by the Administrative Law Judge requiring Staff to address the following topics:

To p ic  1

Provide a response to due Company's question regarding whether StafFs adjustments to test year
revenues were calculated based on retail levels or at cost.

.§`z'q#'Jf ReJ;b0nre.'

Staff notes some confusion, the revenue classes are residential and commercial, and there are no
retail or cost considerations associated wide revenue. For the adjustment that Staff made to operating
revenue, per the Company's Application, Community buildings are using 5/8 inch meter sizes; dierefore die
revenues from Community buildings were calculated using 5/8 inch commercial rates.

To p ic  2

Provide a  response to the Company's question regarding why Staffs recommended monthly usage
charges vary across meter sizes.

Stagy Rwpomre:

Staff priced the monthly minimum charges based on die draw capacity of the various meter sizes, as
re flected be low. It is  an industry wide  practice  for water utilities  to price  the ir monthly minimum charges
based on the drawing capacity of the various meter sizes. As the chart below indicates the basic residential
me te r is  5/8-inch and its  drawing capacity is  se t a t 1. All the  la rge r me te r s izes  a re  the  lis ted with the ir
associated drawing capacities as compared to the 5/8-inch meter. Minimum monthly pricing following the
same pattern. That is if the  5/8-inch meter ra te  is se t a t $20 per month, then the  3/4 -inch meter would be
se t a t $30, die  1-inch mete r would be  se t a t $50, and so on. The  drawing capacity of a  mete r is  a  direct
indicator of how much water a  utility may be required to supply to dirt meter, therefore drawing capacity is a
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good indicator of the potential water needs and due associated costs incurred dart a utility may be required to
supply.

Meter Capacity
MultiplierSize

5/8" X 3/4"

3/4"
111

1 1/2"
2"

314

411

611

8"

1

1.5

2.5

5

8

15

25

50

80

To p ic  3

P rovide  a  res pons e  to the  Compa ny's  s ta ted concern tha t the  S ta ff Report did not a dequa te ly a na lyze
bulk wa ter s a les .

.3°Z'¢gl"r Re¢jJ0n.fe:

Staf f s  recommended rates  were des igned to produce $188,594 in  bulk/s tandpipe revenues ,  which is

64.46 percent  of  total  water  sales .  A break-out  of  water  revenues  is  as  f ol lows :

Staff Recommended

5/8" Res identia l
5/8 Commetda l
1" Residential
1" Commercial
2" Cormnercial
Community building
Coin-operated Standpipe
Card Standpipe
3" Standpipe commercial
Filtered water machine

$

$

53,079

11,334

3,644

7,138

18,051

2,482

37,174

53,313

98,107

8,253

292,575

S ta ff be lieves  thes e  ra te s  re flect a  rea s ona ble  a s s e s s m ent of the  Colnpa ny's  Bulk/S ta ndpipe  wa te r
sales.

To p ic  4

P rovide  a  re s pons e  to  the  Com pa ny's  que s tion re ga rding how d 'le  Ars e nic  S urcha rge  Me cha nis m
a pplies  to the  bulk wa ter a nd s ta ndpipe us ers .

l l lulllu
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Sfqfy Regponxa

Sta fFs Report indica te s  tha t the  actua l surcha rge  is  ye t to be  de te rmined. This  means tha t a fte r the
Com pa ny's  loa n is  dra wn, the  Com pa ny is  to provide  S ta ff with a ctua l loa n inform a tion a nd the  a ctua l
number of customers as of the  da te  of the  loan closing, so this  surcharge  ca lcula tion can and should include
the standpipe customer sales volumes.

To p ic  5

The  Company's  question regarding why S ta ff did not consider plant identified in the  Company's
three-year capital improvement.

_Yz"g§".r Rmp0nfa

Any ca pita l improve me nt ca n be  funde d in pa rt through de pre cia tion e xpe nse  re cove rie s . Asking
curre nt cus tome rs  to fully pa y for future  ca pita l e xpe nditure s  is  incons is te nt with ma tching principa ls . S ta ff
be lie ve s  tha t its  re com m e nde d ca s h flow provide s  the  Com pa ny s uffic ie nt funds  to m e e t de bt s e rvice
requirements and opera ting expenses, and to manage contingencies. Moreover, the  Company sta ted tha t "the
primary reason for dies ra te  case  is  for the  necessary funds to insta ll and opera te  the  a rsenic trea tment plant
we  ne e d". Howe ve r, a lthough the  Compa ny did not re que s t a  V(/IFA loa n surcha rge , S ta ff re comme nds
a pprova l of a  surcha rge  tha t would ge ne ra te  a pproxima te ly $14,555. S ta ffs  re comme nde d a nnua lize d
revenues  of $311,294 a re  extreme ly close  to die  $313,364 proposed by the  Company. Furthe r, S ta ff note s
that only known and measurable  changes should be  considered a long wider a  used/useful de termination. The
post-test year3-year capita l improvement forecast does not qua lify for inclusion.

To p ic  6

The  Compa ny's  que s tion re ga rding why S ta ff did not discuss  or comme nt on the  poss ibility of a
residentia l standpipe  ra te .

Stud ReJ]§0nre:

S ta ffs  re corm ue nde d ra te  of $9 .50  is  for a ll s ta ndpipe  cus tom e rs  in  pa rt, a s  it is  d ifficu lt to
cons is te ntly ide ntify e a ch cus tome r's  cla ss  of se rvice  a t a  s ta ndpipe . Although the  Compa ny re que s te d a
re duce d s ta ndpipe  ra te  for re s ide ntia l cus tom e rs , S ta ff be lie ve s  dirt it would not be  a ppropria te . The
Commission genera lly prices the  standpipe  ra te  equiva lent to the  third tie r residentia l ra te  so tha t a  s tandpipe
customer does not buy any water a t a  lower ra te  than a  connected customer as the  da iry tie r residentia l ra te  is
usua lly the  same  as  the  highest (second tie r) commercia l ra te . The  Commission be lieves tha t no connected
cus tome r should pa y more  for a ny usa ge  tha n a  non-conne cte d s ta ndpipe  cus tome r. If a  lowe r re s ide ntia l
standpipe  ra te  was applied, those  customers would pay less per 1,000 gallons than the  connected customer in
the  third tie r usage . The  Commission conside rs  this  unfa ir to die  connected (captured) customer. A revised
rate design schedule is attached.

To p ic  7

The Company's assertion tha t bode  wells  have  a  combined pumping capacity of 126 ga llons per
minute  ("GP M").

ill-l-l
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.Yz'¢gl".r ReJj>onm

The  Company upda ted its  two wells  producing capacity to 126 ga llons per minute  for each well.
S taff agrees with the  Company tha t the  existing water system consists  of two wells  capable  of producing
approximately 252 GPM of total capacity.

To p ic  8

The Company's question regarding whether Staff considered sales tax in the formulation of StafFs
recommended rates for bulk water and standpipe users.

.$`z'ql§"." Rwpome:

A footnote  on origina l S chedule  P NT-4, page  2 s ta ted tha t "in addition to the  colle ction of its
regular ra tes and charges, the  Company sha ll collect from its  customers the ir proportionate  share  of any
privilege, sale or use tax". Sales taxes are not included in initial rates, but are added on and passed through to
the Arizona Department of Revenue. Sales tax collections or payments are appropriately not considered in
setting rates.

Staffs comments:

The relatively small rate design changes associated with Staffs recommendation are the result of all
of the  following factors:

1 . The Company's proposed rate design actually generated $23,442 more in revenues than the
Company's filed revenue requirement request reflected.

Although the Company did not request a \X/'IFA loan surcharge, Staff recommends approval
of a surcharge that would generate $14,555 which needs to be added to Staffs base rate
increase of $12,469 to arrive at figures comparable to the Company's requested increase of
$35,295.

IM=P NT=nf/RWG
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Phoenix, Arizona 85007



Ash Fork Development Association, Inc., db Ash Fork Water Service

Docket Nos. W-01004B-15-0313 & W-01004B~15-0342

Test Year Ended December 31, 2014.

Revised Schedule PNT- 4

Page 1 of 2

RATE DESIGN

Monthly Usage Charge

Present
Rates

Company
Proposed Rates

Staff
Recommended Rates

5/8"x 3/4" Meter

3/4" Meter

1" Meter

11 8" Meter

2" Meter

3" Meter

4"Meter

6" Meter

$12.00

$12.00

$18.00

$24.00

$35.00

$55.00

$100.00

$120.00

$13.50

$13.50

$21.00

$32.00

$44.00

$70.00

$12500

$150.00

$12.20

$18.00

$30.00

$60.00

$75.00

$180.00

$300.00

$60000

WPA Loan Monthlv Surcharsrg

5/8"x 3/4" Meter

3/4" Meter

111 Meter

1'/8" Meter

2" Meter

3" Meter

4" Meter

6" Meter

Swndpipe/Bulk(per 1,000 gallons)

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

TBD
TBD
TBD
TBD
TBD
TBD
TBD
TBD
TBD

Commodity Rates (Per 1.000)
Rrrid¢ntiuLA]/ Mrlzr Yirv r

First 3,000 Gallons
From 3,001 to 6,000 Gaullons
Over 6,000 Gallons

$3.35

$4.00

$4.66

$3.62

11432

$5021

N/A
N/A
N/A

Cammerrial-A llMc/rr j̀ i;;5

First 6,000 Gallons

Over 6,000 Gallons

$4.00

$4.66

$4.32

115.03

N/A
N/A

5/8 x 3/4" 843/4" Meter- Residential
First 3,000 Gallons
From 3,001 to 6,000 Gallons
Over 6,000 Gallons

$3.35

$4.00

$4.66

$3.62

$4.32

$5.03

$3.40

$4.20

$5.00

5/8 x 3/4" & 3/4" Meter- Coxnmencial
First 6,000 Gallons
Over 6,000 Galkms

N/A
N/A

$4.20

8500

1" Meter - Residential and Commercial

First 20,000 gallons

Over 20,000 gallons

N/A
N/A

$4.20

$5.00

11/2"Meref~Residenrizland Co1nmpfrli2I

First 55,000 gallons

Over 55,000 gallons

N/A
N/A

34.20

$5.00

2" Meter -Residgnnial and Commercial

First 72,000 gallons

Over 72,000 gallons

N/A
N/A

$4.20
5500

'4" Mover-Residmfialand Commercial

First 200,000 gallons

Over 200,000 gallons

N/A
N/A

$4.20

$5.00

4" Meter-Residengial Md Commercial
First 340,000 gallons
Over 340,000 gallons

N/A
N/A

$4.20

$5.00

6" Meter-Residemid .gag Commercial

First 700,000 gallons

Over 700,000 gallons

N/A
N/A

$4.20

$5.00



Meter Sizes
Current Total

Charges

Company

Proposed

Total Charges

Staff Recommended

Service Line

Charges

Staff

Recommended

* Meter Charges

Staff

Recommended

Total Charges
5/8" x 3/4" Meter

3 /4" I\ Meter
1 Meter

1*/2 Meter
2" Meter

3" Meter

4" Meter

6" Meter

$350

350

420
900

1340

2,100

2,800

$3,600

$380

380

450

950
1,400

2,200

3,000

$3,750

$290

290

310

500

660

900

1,200

$1,250

$380
380

450

950
1,400

2,200

3,000

$3,750

$90

90

140

450

740

1,300

1,800

$2,500

Ash Fork Development Association, Inc., db Ash For Water Service

Docket No. W-01004B-15-0313
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RATE DESIGN (cont.)

Stragdpipq/Bulk»Comn1etciaL1(Per 1_000 Gallonsl
A11 gallons $920 $12.00 $9.50

Sta11dpipe/Bulk- Residential (Per 1.000 Gallons

A11 gallons

First 6,000 gallons

Over 6,000 gallons

$9.20

N / A
N / A

N/A
$1070
$1200

$9.50

N / A
N / A

Coin-Operatined Standpipe

Per 25 GaL\1ons

Per 20 gallons

025

N / A

N / A

0.25

0.z5
N/A

Filtered Water Dispense;

Per Gallon 0.25 0.25 0.25

Service Line and Mgt gr Installation Charges

Segvire Charges Curvet C/vr;p4nvPnpnrgj .f/aj Remmmmdgd

$2000

$2400
N / A

51500

$2400

$40.00

$20.00
N / A

$30.00

$15.00
N / A

$30.00
*

*

* *

*

*

* *

$15.00

N / A

$10.00

150%

$20.00
N/A

$10.00
815.00
N/A

$4000
*
*
**

$15.00
N/A
$10.00
1.50%

$15.00

N / A

$10.00

1.50%

Establishment

Establishment (After Hours)
After Hours Service Charge

Reconnection (Delinquent)

Reconnection (Delinquent, After Hours)
Meter Test (If Correctly

Deposit
Deposit Interest

Re~Establishment (Within 12 Months)

NSF Check

Deferred Payment

Meter Re-Read (If Correct)

Late Fee (Per month)

Monthly Service Charge for Fire Sparkler

* Per Commission Roles (R14»2-403Bl
** Months off system times the minimum (R14-2-403.D)

*** 1.00% of Monthly Minimum for a Comparable Sized Meter Connection,

but no less than $5.00 per month. The Service Charge for Fire Sprinklers

is only applicable for service lines separate and distinct from the primary

water service line.

*x* * * * * * *

In addition to the collection of its regular rates and charges, the Company shall collect from its customers

their proportionate share of any privilege, sale or use tax in accordance with R14,2_409D5

III lull l I


