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EXECUTIVE SUMMARY
COMMUNITY WATER COMPANY OF GREEN VALLEY

DOCKET no. W-02304A-15-0263

CONCLUSIONS

1. The Arizona Department of Environmental Quality ("ADEQ") reported that the
Community Water Company of Green Valley ("Community Water" or "Company")
Public Water System ("PWS") No. 10-004, 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. (ADEQ compliance
status report dated July 16, 2015).

2. The Company is located in the Tucson Active Management Area ("AMA") and is
subject to Arizona Department of Water Resources ("ADWR") AMA reporting and
conservation requirements. ADWR reported that Community Water is currently in
compliance MM departmental requirements governing water providers and/or
community water systems. (ADWR email dated November 2, 2015).

3. A check with the Arizona Corporation Commission ("ACC" or "ComMission") Utilities
Division Compliance Section showed no delinquent compliance items for the Company.
(ACC Compliance Section Email dated October 28, 2015).

4. Community Water will have ]ittle or no growth in the future since there are only
approximately 500 lots available within its Certificate of Convenience and Necessity
("CC8cN") area based on information provided by the Company.

5. Community Water reported 771,424,000 gallons pumped and 730,051,000 gallons sold,
resulting in a water loss of approximately 5.36 percent in 2014.

6. Community Water has approved Curtaiknent Plan and Backflow PreventionTariffs on
file with the Commission.

7. The Company has approved BMP tariffs on Elle with the Commission.

8. Community Water's existing water system (as of December 2014) can adequately. support
approximately 44,000 additional connections based on storage capacity and can
adequately support approximately 28,000 additional connections based on well
production.

RECOMMENDATIONS

1. Staff recommends its average annual cost of $15,124 be adopted for the water testing
expense in this proceeding.

2. In the prior rate case, the Company adopted Staffs typical and customary water
depreciation rates. These rates are presented in Table 1-1 and it is recommended that the
Company continue to use these depreciation rates by individual National Association of
Regulatory Utility Commissioners category.
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3. The Company did not propose any changes to its service line and meter installation
charges. Therefore, Staff recommends that the current authorized rates for a meter and
service line continue to apply. These charges are listed in Table M-1.

4. Staff Ends the Reservoir No. 5 with 2,000,000 gallons of storage capacity as
capacity.

excess

l  la
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Direct Testimony of .,.,.n W. Liu
Docket No. W-02304A-15-0263
Page 1

1 INTRODUCTION

2 Q. Please state your name, place of employment and job title.

3 A.

4

5

My name is jean W. Liu. My place of employment is the Arizona Corporation Commission

("ACC" or "Commission"), Utilities Division, 1200 West Washington Street, Phoenix,

Arizona 85007. My job title is Water/Wastewater Engineer.

6

7 Q. How long have you been employed by the Commission?

8 A. I have been employed by the Commission since October 2005.

9

10 Q. Please list your duties and responsibi l i t ies.

11 A.

12

13

14

15

16

My main responsibilities are to inspect, investigate and evaluate water and wastewater

systems. This includes obtaining data, preparing reconstruction cost new and/or original cost

studies, investigative reports, interpreting rules and regulations, and to suggest corrective

action and provide technical recommendations on water and wastewater system deficiencies.

I  also prov ide wri t ten and oral  test imony in rate cases and other cases before the

Commission.

17

18 Q. How many companies have you analyzed for the Utilities Division?

19 A. I have analyzed approximately 50 companies covering various responsibilities for the Utilities

20 Division.

21

22 Q. Have you previously testified before this Commission?

23 A. Yes, I have testified before this Commission.

24
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Direct Testimony of Jlan W. Liu
Docket No. W-02304A- 15-0263
Page 2

1 Q. What is your educational background?

2 A.

3

4

5

I am a Ph.D. Candidate in Geotechnical Engineering from Arizona State University ("ASU").

I have a Master of Science Degree in .Natural Science from ASU and a Master of Science

Degree in Civil Engineering from Institute of Rock & Soil Mechanics ("IRSM"), Academy of

Sciences, China.

6

7 Q. Briefly describe your pertinent work experience.

8 A.

9

10

11

12

From 1982 to 2000, I was employed by IRSM, SCS Engineers, and URS Corporation as a

Civil and Environmental Engineer. In 2000, I joined the Arizona Department of

Environmental Quality ("ADEQ"). My responsibilities with ADEQ included review and

approval of water distribution systems, sewer distribution systems, and on-site wastewater

treatment facilities. I remained with ADEQ until transferring to the Commission in. October

13 zoos.

14

15 Q. Please state your professional membership, registrations, and licenses.

16 A. I am a licensed professional civil engineer in the State of Arizona.

17
l

18 PURPOSE OF TESTHVIONY

19 Q.. What was your assignment in this rate proceeding?

20 A.

21

My assignment was to provide Staffs engineering evaluation of the subject rate proceeding. I

reviewed the Company's application and responses to data requests, and I inspected the water

22 system. This testimony and its attachments present Staffs engineering evaluation. The

23

24

25

Endings of my engineering evaluation are contained in the Engineering Report that I have

prepared for this proceeding. The report is included as Exhibit JO/L in this pre-Bled

testimony.

26
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Direct Testimony of v-*11 W. Liu

Docket No. W-02304A-15-0263
Page 3

1 ENGINEERING REPORT

2 Q. Please describe the attached Engineering Report, Exhibit ]WL.

3 A.

4

5

6

7

ExhibitJw/L presents the details and analyses of Staffs findings, and is attached to this direct

testimony. Exhibit JUL contains the following major topics: A) Location of Company; B)

Description of the Water System; C) ADEQ Compliance; D) ACC Compliance; E) Arizona

Department Of Water Resources ("ADWR") compliance; F) Water Testing Expenses, G)

WaterUsage, H) Growth; I) Depreciation Rates;J) Other Issues.

8

9 Staffs conclusions and recommendations from the engineering report are contained in the

10 "Executive Summary", above.

11

12 Q. Does this conclude your direct testimony?

13 A. Yes, it does.

14
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Exhibit JUL

Engineering Report for:
Community Water of Green Valley
Docket No. W-02304A-15-0263
(Rates)

By: Jiao W Liu
Utilities Engineer

December 9, 2015

EXECUTIVE SUMMARY

CONCLUSIONS:

CONCLUSIONS

1. The Arizona Department of Environmental Quality ("ADEQ") reported that the
Community Water Company of Green Valley ("Community Water" or "Company") Public
Water System ("PaWS") No. 10-004, 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. (ADEQ compliance status report dated
July 16, 2015).

2. The Company is located in the Tucson Active Management Area ("AMA") and is subject to
Arizona Department of Water Resources ("ADWR") AMA reporting and conservation
requirements. ADWR reported that Community Water is currently in compliance with
departmental requirements governing water providers and/or community water systems.
(ADW/R email dated November 2, 2015).

3. or "Commission") Util ities
delinquent compliance items for the Company.

A check with the Arizona Corporation Commission ("ACC"
no .

(ACC Compliance Section Email dated October 28, 2015) .
Division Compliance Section showed

4. Communi ty W ater wi l l  hav e l i t t le or no growth in the future since there are only
approximately 500 lots available within its Certif icate of  Convenience and Necessity
("CC8cN") area based on information provided by the Company.

5. Community Water reported 771,424,000 gallons pumped and 730,051,000 gallons sold,
resulting in a water loss of approximately 5.36 percent in 2014.

6. Community Water has approved Cunaihnnent Plan and Backflow Prevention Tariffs on File
with the Commission.

7. The Company has approved BMP tariffs on File xxdth the Commission.
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8. Community Water's existing water system (as of December 2014) can adequately support
approximately 44,000 additional connections based on storage capacity and can adequately
support approximately 28,000 additional connections based on well production.

RECOMMENDATIONS

1. Staff recommends its average annual
expense in this proceeding.

cost of $15,124 be adopted for the water testing

2. In the prior rate case, the Company adopted Staffs typical and customary water depreciation
rates. These rates are presented in Table 1-1 and it is recommended that the Company
continue to use these depreciation rates by individual National Association of Regulatory
Utility Commissioners category.

3. The Company did not propose any changes to its service line and meter installation charges.
Therefore, Staff recommends that the current authorized rates for a meter and service line
continue to apply. These charges are listed in Table M-1.

4. Sniff considered the Reservoir No. 5 m'th 2,000,000 gallons of storage capacity as

capacity.
excess
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Exhibit JUL

A. INTRODUCTION AND LOCATION OF COMPANY

On July 15, 2015 Community Water Company of Green Valley ("Community Water" or
"Company") f iled an application with the Arizona Corporation Commission ("ACC" or
"Commission") for approval of a rate increase in Docket No. W-02304A-15-0263. Community
Water is located approidmately 25 miles south of Tucson on Interstate Highway 19 and serves
portions of Pima County. The Company's existing Certificate of Convenience and Necessity
includes an area totaling approximately 6,000 acres or 9.4 square miles. Figure A-1 shows the
location of Community Water within Pima County and Figure A-2 shows the certificated area. The
Commission Utilities Division Staff ("Staff") engineering review and analysis of the pending
application are presented in this report.

B. B. DESCRIPTION OF WATER SYSTEM

The water system was Held inspected on November 45 2015, by Jean W Liu, Staff Utilities
Engineer, and Pham Tsan, Public Utilities Analyst in the accompaniment of John Meyer and Pierre
Han hart, representing Community Water.

The operation of the water system consists of four wells, six storage tanks, three booster
stations and a distribution system, serving approximately 12,939 connections as of December 2014.
V(/ells 6 and 9 are located in the middle part of the service area, and wells 10 and 11 are located in
the southern and northern part of the service area. Freeport MacMoRan (formerly Phelps Dodge)
has paid for all of the capital costs associated with constructing of wells 10 and 11. The detailed
plant facility descriptions are as follows: .

I



Name or Description Plant Items Location

I
1200 GPM Arsenic Treatment

PlantI

I

=

Settling Tank, Sludge Container, 550
gallon Sodium Hypochlorite tank,

Static Mixer, S50 gallon Ferric
Chloride tank, Media Trap/Strainer,

sludge drying bed, 8 Arsenic filter
tanks

Well #9
1526 N La Canoe Dr

!
i
I

1000 GPM Arsenic Treatment
Plant

i
I

Settling Tank, Sludge Container, 550
gallon Sodium I-Iypochlorite tank,

Static Mixer, 550 gallon Felic
Chloride tank, 8 Arsenic Elter tanks

Well #6
304 S Abrego Drive

I
i 2500 GPM Arsenic Treatment

Plant
i
I

i

Settling Tank, Sludge Container, 6-
Arsenic filter tanks, 1,100 gallon

double-walled chlorine tank, Static
Mixer, 550 gallon double-walled

Ferric Chloride tank, and dewatering
pump/control panel, sludge drying

bed

WeH #10
1667 S Abrego Drive

2500 GPM Arsenic Treatment
PlantE

n

Settling Tank, Sludge Container, 6-
Arsenic Elter tanks, 1,100 gallon

double-wMed chlorine tank, Static
Mixer, 550 gallon double-walled

Ferric Chloride tank, and dewatering
pump/control panel, sludge drying

bed

WeH #11
18460 s. Celle Valle

Verde

Pump GPM
3

Meter Size
Casing Size
& Depth

ADWR ID
No.

Pump HP Pump GPM

#6 55-627485 250 650 16" and 837'
!

1-6"&1 -10"

#9 55-588121 250 1,000 20" and 1000' 1-3"&1-12"
I
!

!

i
1-12"#10I 55-207982 400 2,100 20" and 1140'

#11I
I

55-608518 350 2,400 24" and 2786' ii1-12"

i
Totals: 6,150

I

a t

EXHIBIT JWL
Page 2 of 12

Table 1. Arsenic Treatment Plant

a
)
I

Table 2. Well Data

Well Name
Or #

Note: GPM : gallons per minute.

-
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I

Capacity
Million Gallons MG) Location

Quantity
(Each)

i
2.0 (Reservoir #5) 1 2051 W Continental Road

110 (Reservoir #3) 1 1901 W. Duval Road

2.0 (Reservoir #4)i
.

1 1901 W. Duval Road
I! 1.0 (Reservoir #1) 1 640 W Bondadosa

Well #100.30 (Well #10 Forebay) 1

0.30 (Well #11 Forebay) 1 Well #11

Totals: 6.6 MG
I

6

I

Location
|

Plant Facilities

I
i
640 W Bondadosa (Reservoir No. 1)

Well #10
40 Hp booster pump

iFive 100Hp
i
I w¢ 11#11 |

IFive 1251-Ip

Diameter
I

I
Material Length

4 2-inch Copper & PVC 7,050 fr
8,167 ft3-inchI

i AC & PVC
4-inchi AC&DI 53152 ft.
6-inch AC&DI 314312 ft.

8-inch AC&DI 241677 fr.
10-inch AC&DI 6,799 ft,"

I

12-inch AC&DI 111119 ft.

16-inch AC&DI 45,450 ft.

1

EXHIBIT JWL
Page 3 of 12

Table 3. Storage Tanks

Table 4. Booster Systems

Table 5. Water Mains

-1111



Size Quantity

10110
1

5/8 X 3/4-inch
3/4-inch
1- inch 512

1-1/2-inch 78
I

2-inch 163

Turbo 3 15
Turbo 4 1
Turbo 6

I

I
I

I
I

I Size
I

IQuantity

I Standard 1013

I

EXHIBIT JUL
Page 4 of 12

Table 6. Customer Meters

Table 7. Fire Hydrants

c. WATER USE

Water .Sold

Based on the information provided by Community Water, water use for the year 2014 is
presented in Figure C-1; Customer consumption experienced a high monthly average water use of
176 gallons per day ("GPD") per connection and a low monthly average water use of 137 GPD per
connection for an average annual use of 155 GPD per connection.

vIII
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EXHIBIT JWL
Page 5 of 12

Community Water Company-
Water Usage 2014
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Non-account water should be 10 percent or less. Community Water reported 771,424,000
gallons pumped and 730,051,000 gallons sold, resulting in a water loss of approximately 5.36 percent
M 2014.

D. GROWTH

Community Water had 12,676 customers in 2009. In test year 2014, Community Water had
12,939 customers. The Company added 263 connections during the 5 year period (iron 2009 to
2014). Community Water will have little or no growth in the future since there is only
approximately 500 lots available within its Certificate of Convenience and Necessity ("CC&N") area
based on information provided by the Company.
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storage capacity, and can adequately support approximately 28,000 additional connections based on
well production.
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EXHIBIT JWL
Page 7 of 12

F. ARIZONA DEPARTMENT OF ENVIRONMENTAL QUALITY COMPLIANCE
("ADEQ")

Com]Man¢e

ADEQ reported that the Community Water's drinking water system, Public Water System
("PWS") No. 10-004, 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
("A.A.C."), Title 18, Chapter (ADEQ compliance status report dated July 16, 2015).

Wafer Testing Eaqfvenxe

Since Community Water serves more not
participate in the Monitoring Assistance Program. The Company reported its total water testing
expense was $15,124 during the test year 2014. Staff has reviewed this reported amount, invoices
and a]l supporting documents. Staff recommends an average annual cost of $15,124 be adopted for
this proceeding.

than 10,000 customers, the Company does

G. ARIZONA
COMPLIANCE

DEPARTMENT OF WATER RESOURCES l"ADwR"l

Community Water's service area is located in the ADWR Tucson Active Management Area.
("AMA") Andy is subject to ADW/R AMA reporting and conservation requirements. ADWR
reported that Company is currently in compliance with depariinental requirements governing water
providers and/or community water systems. (ADWR email dated November 2, 2015) .

H. ACC COMPLIANCE

A check with the ACC Utilities Division Compliance Section showed no delinquent
compliance items fat the Company. (Compliance Section email dated October 28, 2015).

1. DEPRECIATION RATES

In the prior rate case, the Company adopted Staffs typical and customary water depreciation
rates. These rates are presented in Table 1-1 and it is recommended that the Company continue to
use these depreciation rates by individual National Association of Regulatory Utility Commissioners
("NARUC") category.

Illl\ll
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NARUC
Acct. No.

n

Depreciable Plant
Average

Service Life
(Years)

i
|

Annual
Accrual Rate

(° /° )

304 Structures & Improvements i3.3330

305 Coect;ing & Impounding Reservoirs 40 2.50

i 306. Lake, liver, Canal Intakes 40 2.50 i

307 W-<:]ls 8: Springs 30 3.33

308 Infiltration Galleries 15 i6.67

309i
Raw Water Supply Mains 50 2.00

i
310 Power Generation uipment 20 5.00

I 311 Pumping Equipment 8 i12.5

I 320 Water Treatment Equipment

320.1 Water Treatment Plants 30 I3.33

330.2 Solution Chemical Feeders 5 l20.0

330 Distribution Reservoirs & Standpipes
I

I

330.1 Storage Tanks 45 2.22

330.2 i'ressure Tanks 20 |.5.00

-331 Transmission & Distribution Mains 50 I2.00

333 Services 30 3.33
I 334 Meters 12 8.33

2.00

6.67

I6.67
6.67

335 Hydrants 50

336 Backflow Prevention Devices 15

I 339 Other Plant & Misc Equipment 15

(juice Furniture & Equipment 15340

341

Computers & Software 5 20.00

Transportation Equipment 5 20.00
340.1

! 342 Stores Equipment 25 4.00

343 Tools, Shop Garage Equipment 20 5.00
\

344 Laborato Equipment 10 10.00

5.00| 545 Power Operated Equipment 20

346
I

Communication Equipment 10 10.00
!

347 Miscellaneous equipment 10 10.00

348i Gther Tangible Plant 10 10.00

O

EXHIBIT JWL
Page 8 of 12

Table 1-1. Depreciation Rates

|



Meter Sizei
=

i

i
I

Current &
Proposed

Service Line
Charges-

Current &
Proposed
*Meter
Charges

4

i

~=

Total
Current &
Proposed
Charges

5/8 x3/4-inchI
I
I $445

i $155 $600 i

3/4-inch ! $445 $255 $700
.
I 1-inch I $495

$550

$315 £815

$2,720 i

i 1-1 /2-inCh $525
2-inch Turbine $830 151045

2-inch Compound $830 $1,890
3-inch Turbine $1045 $1,670 II$2,715

3-inch Compound $1165 $2,545 $3,710 |

4-inch Turbine $1,490 $1737 $3,227
4-inch Compound $1,670 $3,645 $5,315 I

6-inch Turbine $2,210 $3,766 $5,976
6-inch Compound $2,330 $6,950 $9,250 I

I8-inch & Larger At Cost At Cost At Cost l4

$1075

$1,875

I.

EXHIBIT JWL
Page 9 of 12

• CURTAILMENT PLAN TARIFF

The Company has an approved curtaihunent tariff on 81e with the Commission.

K BACKFLOW PREVENTION TARIFF

The Company has an approved backflow prevention tariff on file with the Commission.

L. BEST MANAGEMENT PRACTICES

The Company has approved BMP tariffs on File with the Commission.

M. SERVICE LINE AND METER INSTALLATION CHARGES

The Company did not propose any changes to its service line and meter installation charges.
Therefore, Staff recommends that the current audmorized rates for a meter and service line continue
to apply, these charges are listed below in Table M-1.

Table M-1. Service Line and Meter Installation Charges

nu.-

*Note: Meter charge includes meter box or vault.

J

I  I
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EXHIBIT JWL
Page 10 of 12

N. POST-TEST YEAR PLANT ADDITION

Community Water removed Reservoir No. 2 (1,000,000 gallons) from service on December
8, 2014. The Company constructed Reservoir No. 5 (2,000,000 gallons) in 2015 to replace Reservoir
No. 2.

Staff has inspected and verified the completion and in-service status of the post-test year
plant addition - Reservoir No. 5. The Company told Staff that Reservoir No. 5 has been in-service
since September 18, 2015.

The Company water system had adequate storage capacity without Reservoir No. 5 during
the peak month of 2015. In fact, Community Water used only 75 percent of its storage capacity,
without Reservoir No. 5, during the summer of 2015 according to information provided by the
Company. '

As explained in the Water System Analysis Section above, Community Water's water system
can adequately support approximately 44,000 additional connections based on storage capacity
without Reservoir No. 5. "The Company's service area is near full capacity, and the Company has
estimated that growth is limited to less than 500 customersl". Furthennore, the Company states that
"the total water consumption bas decreased" and "The downward trends in per-household demand
are expected to continue through 2020 and into the next decade.

Arizona Department of Environmental Quality ("ADEQ") storage requirements, pursuant
to Arizona Administrative Code ("A.A.C.") R18-5-503, are as follows:

A. The minimum storage capacity for CWS3 or a non-community water system that
serves a residential population or a school shall be equal to die average daily demand
during the peak month of the year. Storage capacity may be based on existing
consumption and phased as the water system expands. '

B. The minimum storage capacity for a multiple-well system for a COS or a non-
community water system that serves a residential population or a school may be
reduced by the amount of the total daily producion capacity minus the production
from the largest producing well.

Based on Community Water 2014 Water use data, the Company's existing water system
consists of four wells capable of producing approximately 8,856,000 gallons per day. The largest
producing well can produce 3,456,000 gallons per day. The amount of the total daily production
capacity (8,856,000 gallons) minus the production from the largest producing well (3,456,000
gallons) equals 5,400,000 gallons. This 5,400,000 gallons can be used as storage capacity per ADEQ.

Therefore, Community Water had a total storage than capacity of 4,600,000 gallons in
December 2014, plus daily production capacity of 5,400,000 gallons can be used as storage capacity.

* Page 2 of the Direct Testimony of Arturo Gabaldon
z Page 11 of the Direct Testimony of Arturo Gabaldon
3 Community Water System

II II
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EXHIBIT JWL
Page 11 of 12

That is a total storage capacity of 10,000,000 gallons available for the Company (not including
Reservoir No. 5 (2,000,000 gallons)l.

Furthermore, The Company's target of 48 hours of average day demand being available M
storage to meet emergency requirements is not reasonable because "The Company has never has a
customer without access to water for more than 12 hours." If Community Water's statement is
true, that is no customer vdthout access to water for more than 12 hours duNg the last 40 years.

In determining excess capacity Staff uses the data from the peak month of the year as the
requirement and 5 years as a reasonable planning period. Since Reservoir No. 5 with 2,000,000
gallons of storage capacity is not needed now and not needed in the foreseeable future.

Staff finds the Reservoir No. 5 vldth 2,000,000 gallons of storage capacity as excess capacity.

4 Page 3 of the Direct Testimony of Arturo Gabaldon "

5 Excess Capacity means constructed plant facilities that exceed the system requirements within a reasonable planniaag
period. '
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EXECUTIVE SUMMARY
COMMUNITY WATER COMPANY OF GREEN VALLEY

DOCKET NO. W-02304A-15-0263

Engineering Staffs recommendations have not changed based on the Rebuttal Testimony
filed by the Company on March 15, 2016.
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Surrebuttal Testimony .Jean W. Liu
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1 INTRODUCTION

2 Q. Please stateyour name, occupation, and business address.

3 A.

4

5

My name is Jean W. Liu. My job title is Water/Wastewater Engineer. My place of

employment is the ACC, Utilities Division ("Staff"), 1200 West \Y/ashington Street, Phoenix,

Arizona 85007.

6

7 Q.

8

Are you die same Jean W. Liu who Bled Direct Testimony on February 2, 2016 in this

case?

9 Yes, I am.

10

11 Q. What is the purpose of your Surrebuttal Testimony?

12

13

My Surrebuttal Testimony is in response to Company's witness Raul F.G. PiNa regarding his

design storage calculation in the Rebuttal Testimony filed on March 15, 2016.

14

15 Q. What is the classification of CWC water system?

16

17

18

CWC operates four domestic water wells, based on that CWC water system is classified as a

multiple-well community water system pursuant to Arizona Department of Environmental

Quality ("ADEQ") .

19

20 Q. What assumptions did CWC utilize when designing its storage capacity?

21 In designing its storage capacity, CWC utilizes the assumption that it has a single well water

22 system.

23

24 Q- Does Staff agree with that assumption?

25 No.

26

llll\l\

A.

A.

A.

A.

A.
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Surrebuttal Testimor fijian W. Liu
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1 Q. What was the Companies rational for utilizing such assumptions?

2

3

The Company claims that they adopted the assumption for planning purposes, in case there is

a major outage in its service territory and no production would be possible.

4

5 Q. Does Staff believe a major outage is possible as stated by the Company?

6

7

Staff believes anything is possible, however, based on historical data and information

obtained from Tucson Electric Power Company ("TEP") it is highly improbable.

8

9 Q.

10

Why should CWC's design storage capacity be calculated by using CWC as a

multiple-well water system?

11

12

13

The analysis using CWC as a single well community water system may excludes 5,400,000

gallons of storage capacity from production wells. In Staffs view, using CWC as a multiple-

well water system is a more realistic representation of how the system Has functioned and

should continue to function. ..14

15

16 Q. Are there generators at the Company's well sites?

17 Yes. There is a 250 kilowatt ("1<\X/") generator at Well 10 site, and 350 kW generator at W/ell

18 11 site.

19

20 Q. Can any of the existing generatorsbe used in an emergency to run the well pumps?

21 A. No. CWC indicates the generators were installed as emergency backup power to allow the

22

23

24

Company access to the water in the forebay holding tanks. The problem is, without water

pumped from the wells, the forebay holding tanks store very little water. Per CWC1, the

Average Operating Storage is 265>625 gallons for the forebay holding tanks. However, the

1 Community Water Company of Green Va]1ey's responses to Staffs Sixth Set of Data Requests received on March 28,
2016
2 Average Operating Storage is 143,750 gallons for Well 10 Forebay Tank and 121,875 gallons for YE/ell 11 Forebay Tank.

#-

A.

A.

A.

A.

l
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1

2

demand is 3,200,504 gallons (133,354 gallons per hour) for the Peak day of the peak month

abased on CWC production).

3

4 Q.

5

Did CWC's Engineer recommend CWC provide a standby generator for one of the

production wells ?

6 A.

7

8

Yes. Mr. Pima states' "Therefore, we recommended in our Engineers Reservoir Selection

Report to replace Reservoir No. 2 or provide a standby generator for one of Me production

wells so that  the Com  an could at  al l  does meet  the m inimum re ai red store e> P Y q g

9 t@qMemenL"

10

11 Q. Has Staff been consistent in its recommendation regarding StamPs Water System

12 Analysis?

13 A.

14

15

16

17

Yes. I have performed Water System Analysis for more than 100 water systems in Arizona

by using the same Water System Analysis Method. In my experience and in comparison to

the many other water systems I have evaluated on behalf of Staff, it is my view that the CWC

water system probably has the best storage and production capacity in Arizona even without

Reservoir No. 5.

18

19 Q. Did you attempt to address every issue the Company raised in its Rebuttal

20

21 A.

22

23

24

Testimony?

No. Staff limited its discussion to the specific issues as outlined above. Staf fs lack of

response to any issue in this proceeding should not be construed as agreement with the

Company's position in its Direct Tesdrnony; rather where there is no response, Staff relies on

its original Direct Tesdrnony.

25

3 Rebuttal Testimony of Mr. Pima at page 7

I

ll
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1 Q. Does this conclude your Surrebuttal Testimony?

2 A. Yes, it does.
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EXECUTIVE SUMMARY
COMMUNITY WATER COMPANY OF GREEN VALLEY

DOCKET NO. w-02304A_15_0263

Community Water Company of Green Valley ("Community Water" v "Cooperative") is a
member-owned, non-profit water utility located in Southern Arizona, in unincorporated Pima
County and the Town of Sahuarita. Community Water provided water service to approximately
12>939 customers duNg the test year ended December 31, 2014. The current rates for Community
Water were approved in Decision No. 71478, dated February 3, 2010.

Community Water proposed increasing operating revenues by $708,244 to produce
operating revenues of $4,231,930 resulting in operating income of $698,269, or a 20.10 percent
increase over test year revenues of $3,523,686 The Cooperative proposes a 16.5 percent operating
margin, which corresponds to a 9.09 percent rate of return. The Company also proposes a Fair
Value Rate Base l"FVRB") of $7,678,586 which does not differ from its Original Cost Rate Base.

Staff recommends increasing operating revenues by $257,877 to produce operating revenues
of $3,899,354, resulting in operating income of 8643>289, or a 7.08 percent increase over adjusted
test year revenues of $3,641,478 Staff recommends a 16.50 percent operating margin which
corresponds ro a 9.80 percent rate of return. Staff recommends a FVRB of 36,563,586
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

5

My name is Pham Tsan. I am a Public Utilities Analyst employed by the Arizona Corporation

Commission ("Com1:nission") in the Utilities Division ("Staff"). My business address is 1200

West Washington Street, Phoenix, Arizona 85007.

6

7 Q- Briefly describe your responsibilities as a Public Utilities Analyst.

8

9

I am responsible for the examination and verification of financial and statistical information

included in utility rate applications. In addition, I prepare written reports, testimonies, and

schedules that include Sniff recommendations to the Commission. I am also responsible for10

11 testifying at formal hearings on these matters.

12

13 Q. Please describe your educational background and professional experience.

14 A.

15

16

17

18

19

I received a Bachelor of Science Degree in Finance and Economics and a Master of Science

Degree in Accounting Enos Grand Canyon University. Since joining the Commission, I have

participated in numerous rate cases and other regulatory proceedings. I have testified on

matters involving regulatory accounting and auditing. Additionally, I have attended the rate

school sponsored by the National Association of Regulatory Utility Commissioners

("NARUC") on ratemaldng.

20

21 Q- What is the scope of your testimony in this case?

22 A.

23

I am representing Staffs analysis and recommendations in the areas of rate base, operating

revenues and expense, and revenue requirement regarding Community \5(/ater's application

24 for a permanent rate increase.

25

A.

A.

II
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1 Q. Who else is providing Staff testimony and what issues will they address?

2 A. Staff witness Jian Liu is presenting Staffs engineering analysis and recommendations.

3

4 Q. What is the basis of your recommendations?

5

6

7

8

9

10

I performed a regulatory audit of the Cooperative's application ro determine whether

sufficient, relevant, and reliable evidence exists to support the Cooperative's requested rate

increase. The regulatory audit consisted of examining and testing the Financial information,

accounting records, and other supporting documentation and verifying that the accounting

principles applied were in accordance with the Commission-adopted NARUC Uniform

System of Accounts.

11

12 BACKGROUND

13 Q. Please provide a brief description of Community Water and the service it provides.

14 A.

15

16

Community Water is a membenowned, non-profit water utility located in Southern Arizona,

in unincorporated Pima County, and the Town of Sahuarita. Community Water provided

water service to approximately 12,939 customers during the test year ended December 31,

17 2014. The current rates for Community Water were approved in Decision No. 71478, dated

18 February 3, 2010.

19

20

21

22

23

On July 15, 2015, Community Water Bled an application requesting a permanent rate

increase. On August 14, 2015, Staff ilea a sufficiency letter informing the Cooperative that

the application met the sufficiency requirements as outlined in the Arizona Administrative

Code R-14-2-103. The Cooperative is classified as a Class B utility.

24

A.
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1 Q- What are the primary reasons for Community Water's requested permanent rate

2 increase?

3 A.

4

5

6

7

According to the Cooperative, since its most recent rate increase was approved on February

3, 2010, the Cooperative has made significant investments in plant, and various expenses have

increased. Consequently, rate increases are necessary to ensure that the Cooperative has die

ability to cover its operating expenses, service debt, fund expected capital requirements, and

partially fund cash reserves for major maintenance items and plant replacements.

8

9 CONSUMER SERVICE

10 Q.

.11

Please provide a brief history of customer complaints received by the Commission

regarding Community Water.

12 A.

13

14

Staff reviewed the Commission's records and found two complaints during the past three

years. Both complaints were related to billing issues. Both complaints have been resolved

and closed. There were also two opinions tiled in 2015 opposing the currently proposed rate

15 increase. The Cooperative is in good standing with the Corporations Division of the

16

17

18

Commission. The Cooperative mailed a Customer Notice to its customers during the billing

cycles in September and October, 2015 as an insert with their monthly bills. An affidavit of

publication and mailing was docketed on October 20, 2015.

19

20 COMPLIANCE

21 Q. Please provide a summary of the compliance status of Community Water.

22 A.

23

24

A check of the Compliance Database indicates that there are currency no delinquencies for

Community Water at this time. Therefore, the Cooperative is currently in compliance with

the Compliance Database.

1

I II
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1 SUMMARY OF PROPOSED AND RECOMMENDED REVENUES

2 Q. Please summarize Community Water's filing.

3 A.

4

5

6

The Cooperative proposed increasing total annual operating revenue to $4,231,930, which is a

$708,244, or a 20.10 percent increase over test year revenue of $3,523,686 This will produce

operating income of $698,269, or a 16.5 percent operating margin and a 9.09 percent rate of

return.

7

8 Q. Please summarize StamPs recommended revenue.

9 A. $3,899,354 which is a

10

11

12

Staff recommends increasing total annual operating revenue to

$257,877, or a 7.08 percent, increase over adjusted test year revenue of $3,641,478 Tluis will

produce operating income of $643,289, or a 16.50 percent operating margin and a 9.80

percent rate of return, as shown on Schedule PNT-1 .

13

14 SUMMARY OF THE RATE BASE AND OPERATING INCOME

15 Q. Please summarize the rate base adjustments addressed in your testimony.

16

17

My testimony addresses the following issues:

Plant n_ot used and useful- This adjustment decreases Tate base by 3$1,115,000.

18

19 Q. Please summarize the operating revenue and expense adjustments addressed in your

20 testimony.

21 A.

22

23

My testimony addresses the following issues:

Water usage normalization - This adjustment increases Metered Water Revenue by 3$94,433,

Purchased Power Expense by $13,599 and Chemicals Expense by $2,079.

24

25 Other Operating Revenues - This adjustment increases Other Operating Revenue by

26

A.

$23,358.
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1

2 Salaries and Wages - This adjustment decreases expenses by $72,685.

3
r

4 Employee Pensions and Bene8ts -. This adjustment increases expenses by $160,577.

5

6 Re_pairs_and Maintenance -- This adjustment decreases expenses by $29,146.

7

8 Qutside Service .- This adjusnnent decreases expenses by $5,961.

9

10 Miscellaneous Expense - This adjustment decrease expenses by $130,121.

11

12 Depreciation Expense - This adjustment decreases expenses by $202,499.

13

14 Property Tax Expense; This adjustment increases expenses by $5,239 to reflect Staffs

15 recalculation of property tax expense, based on Staffs recommended revenue requirement.

16

17 RATE BASE

18 Fair Value RateBase

19 Did the Cooperative prepare schedules showing the elements of Reconstruction Cost

New Rate Base?20

21 A.

22

23

No, the Cooperative did not. The Cooperative's Filing treats the Original Cost Rate Base

("C)CRB") the same as the Fair Value Rate Base ("FVRB"); and Staff supports using the

Cooperative's OCRB as FVRB.

24

F

r

¥
t

Q

t
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1 Rate Bare Sumn2a0'

2 Q. Please summarize the Company's proposed rate base.

3 A. The Cooperative is proposing a FVRB of $7,678,586 as shown on Schedules PNT~1 and

4 PNT-2.

5

6 Q. Does Staff recommendany changes to the Cooperative's proposed rate base?

7 Yes. Staff recommends a FVRB of $6,563,586, a reduction of $1,115,000, as shown on

8 Schedules PNT-2 and PNT-3.

9

10 Adju.fll7ze/zz* No. 7- P/ant not med and411]

11 Q. Did Staff identify any plant that was not used and useful?

12 A. Yes. Staff Engineer Jean Liu inspected the entire system and identified $1,115,000 in Post-

13

14

test-year Plant Addition-Distribution Reservoirs & Standpipes that were not used and useful.

Details are discussed in his testimony and report.

15

16 Q. What adjustment did Staff make?

17 Staff removed 81,115,000 from Plant-in-service, as shown on Schedule PNT-3.

18

19 Q. What is Staffs recommendation?

20 Staff recommends decreasing rate base by $1,115,000, from $7,678,586 to $6,563,586 as

21 shown on Schedules PNT-2 and PNT-3.

22

A.

A.

A.
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1 OPERATING INCOME

2 Operating /f260m6 $u7nma0'

3 Q. What are the results of StamPs analysis of test year revenues, expenses, and operating

4 income?

5 A.

6

Staffs analysis resulted in adjusted test year operating revenues of $3,641,478, operating

expenses of $3,252,242 and an operating income of $389,231 as shown on Schedules PNT-5

7 and PNT-6.

8

9 Operating Revenue Aauxlnzenl No.7 - Waler U.fage No17t2a§{az'ion

10 Q. What did the Cooperative propose for Water Usage Normalization?

11 A.

12

13

The Cooperative proposed a water usage normalization adjustment which would reduce

Metered Water Revenue by $94,431 Purchased Power Expense by 313,599 and Chemicals

Expense by $2,079 based on a sMple ear regression analysis.

14

15 Q.

A.

What is Staffs recommendation?

16

17 The

18

19

Staff believes that water usage by residential customers can be seasonal and can also be

impacted by factors such as rainfall variances experienced from year to year.

Cooperative's customer usage linear regression analysis did not give consideration to any of

these other factors that can and do impact customer water usage from year to year. .

20

21 Therefore,

22

23

Staff recommends reversing the usage adjustments recommended by the

Cooperative which will increase metered water usage revenue back to the actual test year level

and also increase purchased power expense and chemical expense back to the levels recorded

24 during the test year as shown on Schedule PNT-7.

25

III
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x

1 Operafifgg Revenue Aauflwent No. 2 - Oz*/Jer Operating Revenzzer

2 Q. What did the Cooperative propose for Other Operating Revenues?

3

4

A. The Cooperative proposed Other Operating Revenues of $72,833.

5 Q.

6

During the course of the audit, did Staff identify revenue that the Cooperative had

incorrectly classified as non-utility revenue?

7 Yes.

8

9 Q. What was the source of the revenue?

10 A.

11

Pima County Waste Water Management pays Community Water for providing customer

water usage j_nf01jnati0n_

12

13 Q. What is Staffs recommendation?

14 Staff recommends increasing other revenue by $23,358, from $72,833 to $96,191 as shown on

15 Schedules PNT-5, PNT-6 and PNT-8.

16

17 Operafi/gg /n60we AQ'/Mtment No. 3 - .Ya/aries and Wage:

18 Q. What is the Cooperative proposing for salaries and wages expense?

19 A. This amount

20

The Cooperative is proposing salaries and wages expense of $999,690.

composed of $842,176 actual test year salaries and wages and a $157,514 adjustrxnent.

21

22 Q. What adjustment did Staff make to salaries and wages expense?

23 A.

24

25

Starting with $1,087,895 total compensation, Staff removed salaries and wages that were

capitalized and/or charged to non-utility expenses. Staff also removed the cost of using an

outside accountant which was included in Outside Service expense as shown on Schedule

26 PNT-9.

27

A.

A.
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1 Q. What is Staffs recommendation?

2 A. Staff recommends decreasing salaries and wages expense by $72,685, from $999,690 to

3 $927,005 as shown on Schedules PNT-5 and PNT- 6.

4

5 Operating Income A¢_zyu.tz'went No. 4 - E/np/ojee Pension; and Benefit;

6 Q. What did the Cooperative propose for E ` ployed Pensions and Benefits?

7 Total

8

A. The Cooperative has no account 602-Employee Pension and Benefits units books.

$124,576 Profifsharing and 401 (K) Matching were c1assi8ed as Miscellaneous expense.

9

10 Q. What adjustment did Staff make?

11

12

13

14

Staf f  reclassi f ied $124,576 Prost  sharing and 401(K) Matching f rom account 675-

Miscellaneous Expense to account 604-Employee Pensions and Benefits. Staff also increased

this account by $36,001 to match contributions or additional retirement expense related to

pay increases as shown on schedule PNT-10.

15

16 Q. What is StamPs recommendation?

17 A.

18

Staff recommends the Cooperative adopt account 604- Employee Pensions and Benefits, as

guided in the Commission-adopted NARUC USGA for Class B Water Utilities. Sniff also

19 recommends increasing dis account by $160,577, f rom $0 to $160,577, as shown on

schedules PNT-5 and PNT-6.20

21

22 Operating Income Aajuftwent No. 5 - Repair and Mainienanse Eagbeme

23 Q. What did the Cooperative propose for Repair and Maintenance Expense?

24 A. The Cooperative proposed $65,908 for Repair and Maintenance Expense.

25

26

A.

Q. W h at adjustment  did Staf f  make?
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1 Staff recalculated the annual reserve accrual for reservoir maintenance.

2

3 Q. What did the Cooperative propose for the annual reserve accrual for reservoir

4 maintenance?

5 The Cooperative proposed 355,886 for the annual reserve accrual for reservoir maintenance.

6

7 Q. What does Staff recommend for the annual reserve accrual for reservoir maintenance?

8 A. Staff recommends 326,740 for the annual reserve accrual for reservoir maintenance.

9

10 Q. How is Staffs calculation different than the Cooperative's?

11

12

13

14

The Cooperative factored compounded an annual inf lation rate of  3.00 percent in the

calculation of annual reserve. The Cooperative also included the cost of annual reserve for

PTY plant-Reservoir No. 5. Staffs calculation does not factor an inflation rate, as shown on

Schedule PNT~11> because the inflation rate is unknown, an annual reserve can always be

15

16

adjusted when the Cooperative comes in for a rate case. Staff does not include annual reserve

for Reservoir No. 5 since that plant is not used and useful.

17

18 Q. What is Staffs recommendation for Repair and Maintenance?

19 Staff recommends decreasing this account by i'l$29,146, from $65,908 to $36,762 as shown on

20 schedule PNT-5 and PNT-6.

21

22 Operating /n60n2e Aayurl/nent No. 6 - Outside .Yervite

23 Q. What did the Cooperative propose for Outside Service?

24 A. The Cooperative proposed $295,318 for this expense.

25

26 Q. What adjustment did Staff make?

A.

A.

A.

A.
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1

2

3

Staff removed $10,911 in legal fees and the cost of a settlement agreement associated with an

issue with one of its employees since it is considered extraordinary or a non-recurring event.

Staf f  also removed the cost of  hiNny an outside Assistant to the President since the

4

5

Cooperative is hiring for this position as a part time position and the expense was inc1uded.it1

Salaries and Wages expense, as shown on Schedule PNT-12.

6

7 Q- What is Staffs recommendation?

8 A. Staff recommends decreasing the expense by $1'7,961, from $295,318 to $277,35 as shown

on Schedule PNT-5 and PNT-6.9

10

11 Operating Income AajNftfnent No. 7 - Miscellaneous E:§1Jen.fe

12 Q. What did the Cooperative propose for Miscellaneous Expense?

13 The Cooperative proposed $236,192 for this expense.

14

15 Q. What adjustment did Staff make?

16 A. Sniff removed $5,545 cost of food and entertainment. Staff also rec1assi8ed $124,576 Prost

17

18

Sharing and 401(K) Matching from.this account to Account 604, Employee Pensions and

Benefits, as shown on schedule PNT-13.

19

20 Q. What is Staffs recommendation?

21 Staff recommends decreasing the expense by $130,121, from $236,192 to 106,071, as shown

on schedules PNT-5 and PNT-6.22

23

24 Operating Epense Ac uytwenf No. 8 -. Depreciation Expense

25 Q. What is the Cooperative proposing for depreciation expense?

26 The Cooperative is proposing $1,026,384 for depreciation expense.

A.

B.

A.

A.

I
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1 Q. What adjustment did Staff make to depreciation expense?

2 A. Staff decreased depreciation expense by $202,499, as reflected on Schedule PNT-14. This

3

4

5

6

7

adjustment reflects Staffs recommended depreciation rates on a going-forward basis, applied

to Staff adjusted depreciable plant. The Cooperative uses the Broad Group Method of

depreciation. Under this method, plant is not considered fully depreciated until Ir is retired.

Consequently, the Cooperative continues to depreciate plant that is fully depreciated which

causes over depreciation of plant.

8

9 Q. Which plant accounts did Staff End were over-depreciated?

10

11

12

Staff found that Account 311- Electric Pumping Equipment, Account 340.01-Computer and

Software, Account 341-Transportation, Account 345.01-Power Operated Equipment-

Backhoe and Account 346-Communication Equipment are over-depreciated.

13

14 Electric Pumping Equipment

15 Q. What estimated gem° ce life did the Cooperative use to depreciate Electric Pumping

16 Equipment additions ?

17 A. The Cooperative used a 12.50 percent depreciation rate which assumes an estimated Service

18 life of 8 years (i.e., 1 + 8 years 12.50//0).

19

20 Q.

21

Did Staff identify any Electric Pumping EqLu'pment that was fully depreciated at the

end of the test year or that would be fully depreciated within six months after the test

22 year?

23

24

25

Staff identified a total $1,163,886 plant balance less retirements that was fully depreciated,

inclusive of 2004 plant balance of $381,324 (Decision 69205) and $1,045,685 plant additions

placed in service in 2006.

26

A.

A.
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1 Qompute; and Software

2 What estimated service life did the Cooperative use to depreciate Computer and

3 Software additions?

4 A.

5

The Cooperative used a 20.00 percent depreciation rate which assumes an estimated service

life of 5 years (i.e., 1 + 5 years : 200/0).

6

7 Q_

8

Did Staff identify any Computer and Software that were fully depreciated at the end of

the test year or that would be fully depreciated within six months after the test year?

9 A. was

10

g

F
f

11

12

Staff identified a total $105,743 plant balance less retirements that fully depreciated,

inclusive of a 2007 plant balance of $265,818 with an accumulated depreciation balance of

$237,831(Decision No.71478), $48,325 plant additions placed in service in 2009 and 316,450

plant additions placed in service in 2010.

13

14 Transportgation and_Equipme;1t

15 Q. What estimated service life did the Cooperative use to depreciate Transportation and

16 Equipment additions?

17

18

The Cooperative used a 20.00 percent depreciation rate which assumes an estimated service

life of 5 years (Le, 1 + 5 years : 200/0).

19

20 Q-

21

Did Staff identify any Transportation and Equipment that were fully depreciated at

the end of the test year or that would be fully depreciated witixin six months after the

22 test  year?

23 A. Staff identified a total $300,372 plant balance less retirements that was fully depreciated,

24 inclusive of a 2007 plant balance of $464,094 with accumulated depreciation balance of

25 $398,371(Decision No.71477) and $183,156 plant additions placed in service from 2008 to

26

Q.

A.

2010.



1

Direct Testimony of ; .n Tsar
Docket No. W-02304A-15-0263
Page 14

1 Power_Qperated Equipment-Backhoe

2
•

What estimated service life did the Cooperative use to depreciate Power Operated

3 Equipment-Backhoe additions?

4 THeCooperative used a 5 percent depreciation rate which assumes an estimated service life of

5 20 years (i.e., 1 + 20 years 5'/0).

6

7 Q.

8

Did Staff identify any Power Operated Equipment-Backhoe that was fully depreciated

at the end of the test year or that would be fully depreciated within six months after

9

10

the test year?

Yes. Staff identified $107,179 end of 2007 balance (Decision No. 71478) that was fully

11 depreciated.

12

13 0ornfnunication Equipment

14 .Q. What estimated service life did the Cooperative use to depreciate Communication

15 Equipment additions?

16 The Cooperative used a 10.00 percent depreciation rate which assumes an estimated service

17 life of 10 years (i.e., 1 10 years 10°/0).

18

19 Q.

20

Did Staff identify any Communication Equipment that was fully depreciated at the

end of the test year or that would be fully depreciated within six months after the test

21

22

23

year?

Yes. Staff identified a total $50,298 plant balance less redrernents that was fully depreciated,

inclusive of a $69,340 end of 2007 balance with an accumulated depreciation balance of

24 32,224 (Decision No.71478) .

25

A.

A.

A.

A.

Q

I
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1 Q.

2

Is the Broad Group Depreciation Method utilized by the Cooperative generally

accepted accounting?

3

4

5

6

7

Yes. However, while Staff recognized that the Broad Group Method is a generally accepted

approach to recording depreciation expense for groups of homogeneous assets dirt could

become administratively burdensome to depreciate as individual properw m> it shouldnot

be used by entities that do not conduct periodic reviews of depreciation rates as required by

the  NARUC USoA.  Accoun t ing  Ins t r uc t ion  No .  27  ( c )  o f  the  NARUC USoA fo r  C lass  B

8 Utilities states:

9

10

11

12

13

When the stra ight- l ine method is  used, the rates shall b e  r e v ie we d
p e r i o d i c a l l y  a n d adjusted as  r equ i r ed ,  so  tha t  the  dep r ec ia t ion
accrua l  w i l l  bear  a  reasonab le  re la t ionsh ip  to  the  serv ice  l i fe ,  the
estimated net salvage, and the cost of the plant in service.

14

15 Q- Did the Cooperative perform a depreciation study?

16

17

No, the Cooperative did not perform a depreciation study.

18 Q-

19

What problems can occur when entities do not periodically review and obtain

Commission authorization to update depreciation rates when necessary?

20 Excess depreciation expense can continue to be calculated on the fully depreciated plant. In

21

22

23

this instance, Community Water's ratepayers are being asked to reimburse the Cooperative

for  MORE THAN the or ig ina l  investments  made in  those assets .  Th is  is  incons is tent wi th

th e  i n te n t  o f  t h e  N A R U C  a n d  th e  A r i z o n a  A d min i s t r a t i v e  C o d e ' s  p u r p o s e  o f  a l l o w e d

24

25

26

recovery of depreciation which is to recover  plant invesnnents in a systematic and rational

manner that results in plant becoming fully depreciated at approximately the same time that

the underlying asset ceases being economically useful in providing service.

27

28

A.

A.

A.

I \III
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1 Do these plant items remain in service?

2 A. Yes. Therefore, under the Group Method of depreciation these plant items would continue

3

4

5

6

to be depreciated until they are retired even though ratepayers have already paid or

reimbursed through depreciation the full original cost of the underlying assets. Staff also

notes that observations of over-depreciated plant also suggest that the depreciation rates that

have been used were too high since the actual economic life of the assets ends up being

7 Undertaking periodic

8

longer than the life assumed when depreciation rates were set

depreciation studies would help alleviate such over-depreciation risks.

9

10

11

Is StamPs depreciation expense adjustment prospective in nature and known and

measurable?

12 Yes.

13

14 Q. What is Staffs recommendation?

15 Staff recommends decreasing depreciation expense by $202,499 from $1,026,384 to $823,881

16 as shown on Schedde PNT-5 and PNT-6.

17

18 Operating Expense AuJzmenf No. 9- Prapefgf Tax Expense

19 Q. What did the Cooperative propose for Property Tax Expense?

20 The Cooperative proposed Property Tax Expense of $156,279.

21

22 Q. What is StamPs recommendation?

23 A. Staff recommends increasing property taxes by $5,239, from $156,279 to $161,518. Staffs

24 calculation is based upon Staffs adjusted test year and recommended revenues, as shown on

25 Schedule PNT-15.

26

A.

A.

A.

Q.
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1 REVENUE REQUIREMENT

2 Q. What does the Cooperative propose for an increase in operating revenue?

3

4

The Cooperative proposes increasing operating revenues by $708,244, from 3$3,523,687, to

$4,231,930, as reflected on Schedule PNT-1 .

5

6 Q. What does Staff recommend for an increase in operating revenues?

7 A. Staff recommends a $257,877 increase in operating revenues, from $3,641,478, to $3,899,35

8 as reflected on Schedule PNT-1.

9

10 Q-

11

How does the above revenue requirement translate to the bottom line, or available

operating income, for the Cooperative?

12 A.

13

14

15

The Cooperative's requested revenue requirement of $4,231,930 results in an operating

income level of $698,269 which is also a 16.5 percent operating margin. Staffs recornrnended

revenue requirement of $3,899,354 results in an operating income level of $643,289 which is

also a 16.5 percent operating margin.

16

17 Q. Were the C00 elative's current rates develop ed use a 16.5 percent o gratinP P ng P P g

18 margin?

19

20

21

22

23 OH

24

25

No. The Cooperative's current rates were developed using a 15.0 percent operating margin,

and Staff is accepting the Cooperative's proposed movement to a 16.5 percent operating

margin only for this docket and only because die resulting change on revenue requirement is

small. However, Staff wants to place the Cooperative on notice that further efforts to base

rates an even higher operating margin will be very carefully evaluated and possibly

challenged. Certainly there is reason to believe that utilizing operating margins above 16.5

percent for Community Water wild result in rates that are not fair and reasonable.

26

A.

A.

ll
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1

2

Why does Staff believe that utilization of an operating margin above 16.5 percent for

Community Water could result in rates that might not be fair and reasonable for this

3

A.

5

Cooperative's customers?

While Staff will certainly give consideration to all arguments raised by the Cooperative in

further rate case filings before reaching such a specific conclusion, staff notes dirt the

6

7

8

9

10

11

12

13

14

15
*

16

17

18

Cooperative has suggested that it might move to even a higher operating margin level as a

part of future rate case filings as a means of positioning the Cooperative to be able to fund

all, or substantially all on-going capital expenditures with die funds provided by current

ratepayers. Stated another way, Community Water wants its on-going, annually generated

revenues, to be set high enough to position the Cooperative to be able to "pay cash" for its

annual capital expenditures. Staff believes the Company's request is inconsistent with

matching principle because it woad require current customers to fully pay for long-terrn

investinents that will benefit and provide service tO many generations of customers. Also

Staff believes dirt specifically building funding for capital projects into rates and diem also

requirement ratepayers to pay a second time for these investments through depreciation

expense recoveries could constitute double recoveries from customers. Staff believes it is

better to assure that there is a proper matching of infrastructure cost funding with those who

actually utilize such assets over the economic life of those assets.

19

20

21

22

Again, Staff raises this concern at the present time to not to suggest that it has pre-judged any

specific future request that may be presented by the Community Water, but Staff wants the

Cooperative tO understand these concerns.

23

4

Q
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1 Q-

2

Is it unusual for the Commission to approve rates for a cooperative using operating

margins rather than using a rate of return on rate base approach?

3 A.

4

No, it is not. Because cooperatives are member owned, the more traditional rate of

return/return on equity approach to setting rates is not utilized.

5

6 Q. Did Staff review the cash flow produced by its recommended revenue reqlulrement?

7 Yes, Staff did review the cash flow. The attached Schedule PNT-16 indicates that Staffs

8 recommended revenue requirement produces an after debt service cash How of $1,194,418

9

10 Q. Does this conclude your direct testimony?

11 A. Yes, it does.

12

5

K

s
I
I
l

A.

H



LINE
no. DESCRIPTION

A] I

COOPERA
ORIGINAL

COST

STAFF
ORIGINAL

COST

Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Schedule PNT-1

Page 1 of 2

REVENUE REQUIREMENT

1 7,678,586 8 6,563,586

2

is

313 526 $

3

Adjusted Rate Base

Adjusted Operating Income (Loss)

Current Rate of Return (L2 / L I ) 0.01%

389,235

5.93%

4 9.09% 9.80%

5 33 698,269

6 $ 697,743

38

$

643,289

254,054

7

Required Rate of Return

Required Operating Income (L4 * L1)

Operating IncOme Deficiency (LE .. LE)

Gross Revenue Conversion Factor 1.0150 1.0150

8 8 708,244

9

Required Revenue Increase (L7 * LE)

Adjusted Test Year Revenue 3,523,687

$

~s
10 Proposed Annual Revenue (LB + LE)

$

$
4,231,930 3

257>877

3,641,478

3,899,354

11 Required Increase in Revenue ('/0) 20.10% 7.08%

12 Current Operating Margin 0.01% 10.69%

13 Operating Margin (LE IL10) 16.50% 16.50° /o

References:
Column (A):
Column IB):

Cooperative Schedule A-1
Staff Schedules PNT-2 and PNT-4

1 I

lllll l

4
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Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Schedule PNT- 1

Page 2 of 2

GROSS REVENUE CO ERSION FACTOR

Line No.. Description
1 Combined Federal An Site Effective Income Tax Rate 0.0000%

2 Effective Property Tax Factor (Schedule PNT-14, L24) 1.48250/0

3 Total Tax Percentage (Ll +L2) 1.48250/0

4 Operating income percentage (1 -LZ) 98.51750/0

5 Gross Revenue Conversion Factor (1:L4l 1.015048

r



LINE
no.| DESCRIPTION

[A] [B] C]
COMPANY

AS
FLLED

STAFF
ADJUSTMENTS

STAFF -
AS

AD]USTED

1

Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Schedule PNT-2

RATE BASE - ORIGINAL COST/FAIR VALUE

1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

35 42,452,128
16,014,775

35 26,437,353

35

3

(1,115>000)

(1,115:000)

8 41,337,128
16,014,775

3 25,322,353

1355:

4 3 11,375,198 8 35 11,375,198

5

Net Contribution in Aid-of Consttucdon (CIAC)

Advances in Aid of Construction (AIAC) 7,383,569 7>383,569

6 Customer Deposits

7 Deferred Income Tax Credits

8 Total Deductions 35 18,7587767 8 35 18,7587767

9
ADD:
Unamortized Finance Charges 8 8 35

10 Deferred Tax Assets

11

12

Allowance for Working Capital

Intentional Left Blank

13 Total Additions 8 $ $13

14 Original Cost Rate Base $ 7,678,586 $ (1,115,000) $ 6,563,586

References;
Column (A), Cooperative Schedule B-1
Column (B): Schedule PNT-3
Column (C): Column (A) + Column (B)



DESCRIPTION
ACCT.
NC).

LINE
NO.

[A] [B] [c
STAFF

ADJUSTED
STAFF

ADJUSTMENT
COMPANY
AS FILED

II I I

1 r

Community Water Company of Green Valley
Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Schedule PNT-3

SUMMARY OF ORIGINAL COST R.ATE BASE ADJUSTMENTS

PLANT IN SERVICE:

$ 47,863
244

170,589
30,695

141,261
2,013,049
3,289,327

118,494
4,4-40,527

s $ 47,863
244

170,589
30,695

141,261
2,013,049
3,289,327

118,494
4,440,527

2,061,545 (1,115,0000 1 946,545

19,123,697
4,696,522

332,174
1,600,133
2,031,665

19,123,697
4,696,522

332,174
1,600,133
2,031,665

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

301
302
303
304
304.1
307
311
311.1
320
320.1
320.2
320.3
330
330.1
330.2
331
333
333
334
335
336
339
340
340.1
341
342
343
344
345
345.1
346
347
348

Organization Costs
Franchise Costs
Land & Land Rights
Structures & Improvements-Pumping
Structures & Improvements-\X/ater Treatment
XI/ells & Springs
Electric Pumping Equipment
Pumping Equipment-Gas
Water Treatment Equipment

Water Treatment Plants
Solutions & Feeders
Arsenic Remediation Plant

Distribution Reservoirs & Standpipes
Storage Tank
Pressure Tanks

Transmission & Distribution Mains
Services
Fire Taps
Meters & Meter Installations
Hydrants
Backflow Prevention Devices
Other Plant & Misc. Equip.
Ofice Furniture & Fixtures

.Computer & Software
Transportation Equipment
Store Equipment
Tools & Work Equipment
Laboratory Equipment
Power Operated Equipment
Power Operated Equipment-Backhoe
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant
Rounding

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

34
35
36

Gross Utility Plant in Service
Less: Accumulated Depredation
Net Utility Plant in Service

12,938
2

s 42,452,188
16,014,775

$ 26,437,353

`$' (1,1T5§0E)0)

(1,115,c 0>

12,938
2

$- 41,337,128
16,014,775

$ 25,322,353

$ 16,784,118
5,408,920

$ 11,375,198
7,383,569

$ $ 16,784,118
5,408,920

_$11,375,198'
7,383,569

37
38
39
40
41
42
43

DEDUCTIONS
Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization
Net CLAC
Advances in Aid of Construction (AIAC)
Customer Meter Deposits
Deferred Income Tax Credits
Total Deducions $ 18,758,767 $ 18,758,767

$ $ $44
45
46
47
48

ADDITIONS:
Unamortized Finance Charges
Deferred Tax Assets
Allowance for Working Capital
Intentional Left Blank
Total Additions $

-

_ n  -
$

49 ORIGINAL COST RATE BASE $ 7,678,586 $ (1,115,000) $ 6,563,586

ll\l\l
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Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Schedule PNT-4

RATE BASE ADJUSTMENT no. 1 - PLANT NOT USED AND USEFUL

[B]
LINE
NO. DESCRIPTION

[A]
COMPANY
AS FILED ADJUSTMENT

[C]
STAFF

ADJUSTED

1 Distribution Reservoirs 8: Standpipes 8 2,061,545 3 (1,115>000) 8 946,545

REFERENCES:

Column IA]: Cooperative Schedule B-2

Column 181: Staff Testimony

Column [CI: Column [A] + Column [B]

I

1 .

.1



LINE
NO. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FLLED

8]

STAFF
TEST YEAR

ADIUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADIUSTED

[D]

STAFF
RECOMMENDED

CHANGES

[E]

STAFF
RECOMMENDED

I!  II I

* z

Community Water Company of Green Valley

Docket No. W-02304A-15» 0263

Test Year ended December 31, 2014

Schedule PNT-5

OPERATING INCOME STATEMENT _ ADIUSTED TEST YEAR AND STAFF RECOMMENDED

$ 3,450,854 $ 94,433 x 3,545,287 $ 257,877 $ 3,803,164
1
2
3
4
5

RE VENUEI:
Metered Water Sales
Water Sales »  Unmetered
Other Operating Revenue
Total Operating Revenues

. 72,833
3,523,687$ $

23,358
117,791 $

96,191
3,641,478_ $ 257,877

96,191 .
3,899,354

OPERATING EXPEN3IE.Y~
s 999,690 15 (72,685)

160,577
$ 927,005

160,577
$ $ 927,005

160,577

13,599
2,079

(29,146)

220,756
33,730
65,908
16,621

295,318
15,124

(17,961)

234,355
35,809
36,762
16,621

277,357
15,124

234,355
35,809
36,762
16,621

277,357
15,124

(130,121)
(202,499)

6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Salaries & Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
R e & Maintenance
Ofice Supplies & Expense
Outside services
Water Testing
Rents
Transportation Expense
Insurance - General Liability
Insurance - Health & Life
Regulatory Commission Expense
Miscellaneous Expense
Depreciation Expense
Taxes Odler than Income
Property Taxes
Income Tax

54,195
54,967

212,765
30,000

236,192
1,026,384

105,232
156,279 5,239

54,195
54,967

212,765
30,000

106,071
823,885
105,232
161,518 3,823

54,195
54,967

212,765
30,000

106,071
823,885
105,232
165,340

26 $ 3,523,161- $ (270,919) s 3,252,242_ s 3,823 _ $ 3,256,065

27

Total Operating Expenses

Operating Income (Loss) $ 526 $ 388,709 s 389,235 $6 254,054 $ 643,289

References:
Column (A): Cooperative Schedule C-1
Column (B): Schedule PNT-6
Column (C): Column (A) + Column (B)
Column (E): Column (C) + Column (D)
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Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Schedule PNT-7

OPERATING INCOME ADJUSTMENT NO. 1 _ WATER USAGE NORMALIZATION

LINE
NO. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMIENT

1 Meter Water Revenue

2 Purchased Power Expense

[C]
STAFF

RECQMMENDED

3,545,287

234,355

35,8093 Chemicals

$

15

$

3,450,854

220,756

33,730

8

8

$

94,433

13,599

2,079

$

$

$

References:

Column (A), Cooperative Schedule C-2

Column (B): Testimony

Column (C): Column (A) + Column (B)

I
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Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Schedule PNT-8

OPERATING INCOME ADJUSTMENT NO. 2 - OTHER REVENUES

LINE
NO. DESCRIPTION

[A]
COMPANY
PROPOSED

tBs
STAFF

ADJUSTMENT

[C]
STAFF

RECOMMENDED

1 Other Water Revenue 72,833 23,358 96,191

References:
Column (A), Cooperative Schedule C-2
Column (B): Testimony
Column (C): Column (A) + Column (B)

I
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

SChCdU.1C PNT-9

OPERATING INCOME ADJUSTMENT NO. 3 - SALARIES AND WAGES

LINE
NO. _DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENT

[C]
STAFF

RECOMMENDED

1 Salaries and Wages $ 999,690 35 (72,685) 3; 927,005

2
3
4
5

3;2015 Total Compensation
Amounts Capitalized and Charged to other accounts
Cost of Accountant included in Outside Service
Adjusted salaries and wages charged to O & M 3

1,087,895
(148,850)
(12,040)
927,005 .

References:
Column (A), Cooperative Schedule C-2-
Column (B): Testimony
Column (C): COlumn (A) + Column (B)

I
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Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

SCh6dlL11€ PNT-10

OPERAT1NG INCOME ADJUSTMENT NO. 4 - EMPLOYEE PENSIONS AND BENEFITS

LINE
NO. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENT

1

2

Reclassification from Miscellaneous Expense

Retirement Adjustment

31? as

[C]
STAFF

RECOMMENDED

$ 124,576

36,001

35

124,576
36,001

160>577

References:

Column (A), Cooperative Schedule C-2

Column (B): Testimony

Column (C): Column (A) + Colure (B)

I
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263
Test Year ended December 31> 2014

Schedule i5nT-11

OPERATING INCOME AD_]USTMENT no. 5 .. REPAIR AND MAINTENANCE EXPENSE

LINE
NO. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADIUSTMENT

[C]
STAFF

RECOMMENDED

1 Reservoir Maintenance Annual Reserve $ 55,886 $ (29,146) $ 26,740

Reservoir Maintenance Annual Reserve calculation

[A] [B] [C] [E] [F] [G]

Estimated
Cost GL Balance

$

[D]
Distribution

from
Reservoir-_2

Total needed
[B]-[C1-[D]

$75,000 $34,0002
3
4
5
6
7
8

Reservoir 1
Reservoir 3
Reservoir 4
Tank 10
Tank 11
Reservoir 2 ( removed)

107,600

196,350
67,830
53,100

(62,870)

48,516
64,368

5,685
10,260

86,492

31,000
21,492

$103,870

59,084
100,982

40,653
42,840

F r e  m e n

10 years

20 years

20 years

10 years
10 years

Annual cost

1E1! [F]
$10,387

2,954
5,049
4,065
4,284

Total $86,492 $26,740

References:
Column (A), Cooperative Schedule C-2
Column (B): Testimony .
Column (C): Column (A) + Column (B)
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Community Water Company of Green Valley

Docket No. w-02304A-15-0263

Test Year ended December 31, 2014

Schedule PNT-12

OPERATING INCOME ADJUSTMENT NO. 6 - OUTSIDE SERVICE

LINE
NO.
1
2

DESCRIPTION
Legal Consulting
HR-Assistant to President

[A]
COMPANY
PROPOSED

$ $

[C]
STAFF

RECQMMENDED
7,43418,343

7,050.1

$

[B]
STAFF

ADJUSTMENT
$ (10,911)

(7,050.1)
(17,961l̀

References: .
Column (A), Cooperative Schedule .C-2
Column IB): Testimony
Column (C): Column IA) + Column (Bl

al
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Community Water Company of Green Valley
Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

S schedule PNT- 13

OPERATING INCOME ADJUSTMENT NO. 7- MISCELLANEOUS EXPENSES

LINE
NO.1 .

2
3
4

DESCRIPTION
Food & Entertainment
Profit Sharing
401 (K) Matching
Total

[A]
COMPANY
PROPOSED

3; 5,545
87,871
36,705

[B]
STAFF

ADJUSTMENT
$ (̀5,545>

(87>871)
(36,705)

(130,321)

[C]
STAFF

R_18COMMENDED$ _

References:
Column (A), Cooperative Schedule C-2
Column (B): Testimony
Column (C): Column (A) + Column (B)
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:company of Green Valley

X/-0Z304A-15-0263

:1 December 31, 2014

Schedule pnT-14

OPERATING INCOME ADJUSTMENT No. 8 - DEPRECIATION EXPENSE

Line
No DESCRIPTION

GROSS UTILITY FULLY/NON
PLANT IN SERVICE DEPRECIABLE

DEPRECIABLE
PLANT

DEPREC.
RATE EXPENSE

s $ 47,863
244

170,589

s $

1,163,886
118,494

30,695
141,261

2,013,049
2,125:441

1,022
4,704

67,035
265,680

47,863
244

170,589
30,695

141,261
2,013,049
3,289,327

118,494
4,440,527 4,440,527 147,870

946,545 946,545 21,013

19,123,697
4,696,522

332,174
1,600,133
2>031,665

19,123,697
4,696,522

332,174
1,600,133
2,031,665

382,474
156,394
11,061

133,291
40,633

105,743
300,372

583,181
151,618
503,018
169,405

2,441
103,018
12,000

136,512
42,260
74,357

38,898
10,113

100,604
33,881

98
5,151
1,200
6,826
2,113
7,436

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

107,179
50,299

0.00%
0.00%
0.00%
3.33%
3.33%
3.33%

12.50%
12.50%

3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
5.00%
5.00%

10.00%
10.00%
10.00%

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

ACCT
NO.

Plant In Service
301 Organization Costs
302 Franchise Costs
303 Land & Land Rights
304 Structures & Improvements-Pumping
304.1 Structures & Improvements-Water Treatme
307 Wells 8: Springs
.311 Electric Pumping Equipment
311.1 Pumping Equipment-Gas
320 Water Treatment Equipment
320.1 Water Treatment Plants
320.2 Solutions & Feeders
330 DistNbudon Reservoirs & Standpipes
330.1 Storage Tank
330.2 Pressure Tanks
331 Transmission & Distribution Mains
333 Services
333 Fire Taps
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant & Misc. Equip-
340 Office Furniture & Fixtures
340.1 Computer 8: Software
341 Transportation Equipment
342 Store Equipment
343 Tools & Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
345.1 Power Operated Equipment-Backhoe
346 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant 12,938 12,938 1,294

34 Subtotal General 15 41,337,126- $_ 2,064,669 x 39,272,457 $ 1,458,790

35
36

Composite rat¢
Conm'budons in Aid of Consmxcdon (CIAC)
Annordzadon of Conmlbudons

$
s

3.66%
16,784,118

614,905

37
38
39

Staff Recommended Depreciation Expense
Cooperative Proposed Depfeciadon Expense
Increase/ (Decrease) to Depreciation Expense $

823,885
1,026,384
(202,499)

II l!



LINE
NO. DESCRIPTION

A] [B
STAFF

AS ADJUSTED
STAFF

RECQMMENDED

*s

Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Schedule PNT-15

OPERATING INCOME ADJUSTMENT No. 9- PROPERTY TAXES

s

$

$

$$

$

"$

3,641,478
2

7,232,935
3,641,478

10§9'2Z,433-

._ 3
3,641,478

2
$

7,2̀8i8-55- $

3,641,478
2

7,282,955
3,899,354

11,182,309

3
3,727,436

2
7,454,873

$

' $ $

-_ 19,442
7,435,431

18.00%
1,338,378

12.35380%
$

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21

5

19,442
7,263,513

18.00%
1,§)7,432'

12.35380%
T6T,518'
156,279

5,239

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line al
Department of Revenue Multiplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 .. Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement $

165,340
161,518

3,823

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement .
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

3,823
257,877

1.482456%

REFERENCES:
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Cooperative Schedule C-1 Page 2
Line 21: Line 19 - Line 20
Line 23: Schedule PNT» 4



Cash Flow Analysis

Community Water Company of Green Valley

Docket No. W~02304A-15~0263

Test Year ended December 31, 2014

Schedule PNT-16

[A] [B]
Cooperative

Pr0pofed

Szajf

RerottzmegzdedLine
No.
1
2

8 4,231,930 8 3>899,354

2,235,266
1,026,384

272,010

2,161,608
823,885
270,572

Operating Revenue:

Operating Expenses:

Operation and Maintenance

Depreciation

Property & Other Taxes

Income Tax

Total Operating Expense 35 3,533,660 8 3,256,065

Operating Income 35 698,270 $ 643,289

3

4

5

6

7

8

9

10

11

12

13

Annual Debt Payment 3. 272,756 $ 272,756

Cash Flow : (L9+L4-L11) 35 1,451,898 $ 1,194,418

References:

Column (A), Cooperative Schedule C-1

Column (B): Schedule PNT-4
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EXECUTIVE SUMMARY
COMMUNITY WATER COMPANY OF GREEN VALLEY

DOCKET NO. W-02304A-15-0263

Community Water Company of Green Valley ("Community Water" or "Cooperative") is a
member-owned, non-pro5t water utility located in Southern Arizona, in unincorporated Pima
County and the Town of Sahuarita. Community Water provided water service to approximately
12,939 customers during the test year ended December 31, 2014. The current rates for Community
Water were approved in Decision No. 71478, dated February 3, 2010.

The Cooperative's proposed rates would increase the typical 5/8-inch meter residential bill
with median usage of 3,500 gallons from $18.15 to $22.35 for an increase of $4.20 or 23.14 percent
Staffs recommended rates would increase the typical 5/8-inch meter residential bill with a median
usage of 3,500 gallons from $18.15 to $18.93, for an increase of $0.78 or 4.30 percent.

Staff recommends approval of its recommended rates and charges for Community Water as shown
on the attached schedules.
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Direct Testimony o an N. Tsar
Docket No. W~02304A-15-0263
Page 1

1 INTRODUCTION

2 Q. Please state your name, title, and business address.

3 A.

4

5

My name is Pham Tsar. I am a Public Utilities Analyst employed by the Arizona Corporation

Commission ("Commission") in the Utilities Division ("Staff"). My business address is 1200

West \X/ashington Street, Phoenix, Arizona. 85007.

6

7 Q.

8

9

10

Are you the same Pham Tsan who previously filed testimony pertaining to rate base,

operating revenues and expenses on behalf of Staff in this. docket for Community

Water Company of Green Valley's ("Community Water" or "Cooperative") permanent

rate application?

11 A. Yes.

12

13 Q. What is the basis of your testimony?

14 A. Based on adjustments and revenue requirements recommended by Staff, I am presenting

15 Staffs recommended rate design.

16

17 BACKGROUND

18 Q. Please describe the Cooperative andbackground of the current rate case.

19 A.

20

21

Community Water is a member-owned, non-proEt water utility located in Southern Arizona,

M unincorporated Pima County and the Town of Sahuarifa. Community Water provided

water service to approximately 12,939 customers during the test year ended December 31,

22 2014. The current rates for Community Y(/ater were approved in Decision No. 71478, dated

23 February 3, 2010.

24
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Page 2

1 RATE DESIGN

2 Q.

3

Did Staff prepare schedules showing the present, Cooperative-proposed, and Staff-

recommended rates and charges?

4 A. Yes. Staff Schedule PNT-R1 shows die present, the Cooperative proposed and Staff's

5

6

7

recommended monthly minimum charges and commodity rates. The schedule also shows Me

present, proposed and recommended service charges. Staff Schedule PNT-R2 shows the bill

impact on 5/8 inch residential customers.

8

9 Q. Please summarize the Cooperative's present rate design.

10 A. The present monthly minimum charges by meter size are as follows: 5/8 X 3/4-inch, $13.00;

11 3/4-inch, $13.00; 1-inch, $24.00; 1 1/2-inch, $40.00; 2-inch, $67.00; 3-inch, $105.00; 4-inch,

12

13

14

15

16

17

18

19

20

21

$400.00; 6-inch, $650.00; and 8-inch, $1,000.00. No gallons are included in the monthly

minimum charge. The commodity rate for the 5/8 X 3/4-inch and 3/4-inch residential

customers is $1.30 per thousand gallons for zero to 3,000 gallons, $2.50 per thousand gallons

for 3,001 to 10,000 gallons, and $3.42 per thousand gallons for any consumption over 10,000

gallons. The larger residential and commercial classes' commodity break-over points vary by

meter size with a $2.50 per thousand gallons first-tier commodity rate and a $3.42 per

thousand gallons commodity rate for any consumption over the Erst tier. The present

commodity rate for construction water is $2.50 per thousand gallons for zero to 1,050,000

gallons and $3.42 per thousand gallons for any consumption over 1,050,000 gallons for all

meter sizes.

22

23 Q. Please summarize the Cooperative's proposed rate design.

24

25

26

The Cooperative's proposed monthly minimum charges by meter size are as follows:

Residential 5/8 X 3/4-inch, $16.64; 3/4-inch, 81664; 1-inch, $30.72; 1 1/2-inch, $51.20; 2-

inch, $85.76; 3-inch, $134.40; 4-inch, $512.00; 6~inch, $8?>2.00; and 8-inch, $1,280.00 Zero

i

A.
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Direct Testimony o .an N. Tsar
Docket No. W-02304A-15-0263
Page 3

1

2

3

4

5

6

7

8

9

10

gallons are included M the monthly charge. The Cooperative proposes a three-tier

inverted-block commodity rate for the 5/8 X 3/4-inch and 3/4-inch residential customers

nth a $1.44 per thousand gallons Erst-tier (zero to 3,000 gallons) commodity rate, a $2.78 per

thousand gallons second-tier (3,001 to 10,000 gallons) commodity rate and a $3.80 per

thousand gallons third-tier commodity rate for any consumption over 10,000 gallons. The

larger residential and commerce classes' commodity break-over points vary by meter size

with a $2.78 per thousand gallons first-tier commodity rate and a $3.80 per thousand gallons

for any consumption over the f irst tier. The Cooperative;s*proposed commodity rate for

construction water is $2.78 per thousand gallons for zero to§t4,050,000 gallons and $3.80 per

thousand gallons commodity rate for any consumption over 1,050,000 gallons for all meter

Y*
11 sizes.

12

13 Q. Please summarize Staffs recommended rate design.

14 A.

15

Staffs recommended monthly minimum charges by meter size are as follows: 5/8 X 3/4-

inch, $13.78; 3/4-inch, $17.00; 1-inch, '$30.72; 1 1/2-inch, 5120; 2-inch, $85.76; 3-inch,

16 $134.40; 4-inch, $512.00; 6-inch, $832.00; and 8~inch, $1,280.00. Zero gallons are included in

17 the monthly minimum charge. Staff recommends no change to the Cooperative's current

18 commodity rates.

19

20 Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer?

ZN A.

22

23

24

The Cooperative's proposed rates would increase the typical 5/8-inch meter residential bill

aim median usage of 3,500 gallons from. $18.15 to $22.35 for an increase of $4.20 or 23.14

percent. Staffs recommended rates would increase the typical 5/8-inch meter residential bill

with a median usage of 3,500 gallons from $18.15 to $18.93, for an increase of $0.78 or 4.30

2 5 percent.

26

|
K

|
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r

1 Q-

2

What is the Cooperative's rate structure under present, Cooperative's proposed and

Staffs recommended rates?

3 A.

4

5

6

7

Under present rates, approximately 52.43 percent of revenue is coming from the monthly

minimum and 47.57 percent is from the commodity charges. Approximately 57.16 percent

revenue is coming from monthly minimum and 42.84 percent is from commodity charges

under the Cooperative's proposed rates. Under StafFs recommended rates, approximately

56.01 percent is coming from monthly minimum and 43.99 percent is from commodity

8 charges.

9

10 .Yen/ive Lines and Meter Instr//ationC/Jager

11 Q. Did Community Water propose any changes to its water system service charges?

12 A. No. The Cooperative did not.

13

14 Q. What is Staffs recommendation for water system service line and meter installation

15

16 A.

charges?

Staff recommends that the current authorized rates for service line and meter installation

17 continue to apply as shown on Schedule PNT-R1 .

18

19 Mince//aneou: S èm'ce C/nge:

20 Q. Did Community Water propose any changes to its water system service charges?

21 A. No. The Cooperative did not.

22

23 Q. What is Staffs recommendation?

24 A.

25

Staff recommends elimination of Establishment (After Hours), Reconnect Delinquent (After

Hours), Call Out Charge (After Hours/Saturday), and Call out Charge (Sunday/Holidays);

1

_II
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1 instead, Staff recommends the creation of a separate $40 After-Hour Service Charge, as

2 shown on Schedule PNT-R1 .

3

4 Q. Does this conclude your direct testimony?

5 A. Yes, it does.

|
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Community Water Company of Green Valley

Docket No. W~0Z304A-15-0263

Te s t  Ya : Ended December 31, 2014

Schedule PNT- R1

Page 1 off

RATE DESIGNS

Monthly Usage Charge Present Rates
Companv

Proposed Rats
Snarf

Recommended Rates

Mark: Size (All Classes):
5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1 /z Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Ind)

Consuucrion Water Mere:

13.00

13.00

24.00

40.00

67.00

105.00

40000

650,00

1,000.00

According to meter

size charges listed above

s 16.64

16.64

30.72

51 .20

85.76

1M.40

512.00

832.00

1,280.00

According ro meter

size charges listed above

s 13.78

17.00

30.72

51.20

85.76

134.40

512.00

83100

1,280.00

According to meter

size changes listed above

x

Fire Sprinkler

Less than 6 inch

Less 1Lbzn 8 inch

Less llbzn 10 inch

Less than 12 inch

x 10.00

15.00

2250

33.75

s 10.00

15.00

2250

33.75

10.00

15.00

2250

33.75

Commodity Charge -Pa: 1,000 Gallons

5/8" x 3/4" Meter fResidcnti3h

First 3,000 gallons

3,001 to 10,000 gallons

Over 10,000 gallons

S 1.30

250

3.42

5 1,44

2.78

3.80

s 1.30

2.50

3.42

3/4" Meter (Residential)

First 3,000 gallons

3,001 to 10,000 gallons

Over 10,000 gallons

s 1.30

7.50

3.42

s 1.44

2.78

3.80

s 1.30

2.50

3.42

5/8" x 3/4" Meter (Cqmmerdal/residcndal and Commercial)

s s s
Fizst10,000 gallons

Over 10,000 gallons
2.50

3.42
2 7 8

3.80
2.50

3.42

3/4" Meter (,Comrncrciz1/residgmial and Cqrnrnerciall

First 10,000 gallons

Over10,000 gallons
N/A
N/A

s 2 7 8

5.80
s 2 5 0

3.42

1" Motor (All glasses. except constmctiqnj

First 21,000 gallons

Over 21,000 gallons
5 250

5.42
s 278

3.80
s 2.50

3.42

I 1/2" Mctcr(AI1 dassgs. except constmctiqn)

First 35,000 gallons

Over 35,000 gallons
s 250

3.42
s 2.78

3.80
$ 2 5 0

3.42

2" Mcter{Al1 classes. except construction)

First 63,000 gallons

Over 63,000 gallons
s 2.50

3.42
s 2 7 8

3.80
s 2 5 0

5.42

3" Meter (All glasses. :except constnzncpiqn)

First 103,G00 gallons

Over 103,000 pllcns
s 2 5 0

3.42
s 2 7 8

3.80
s 2.50

3.42

4" Meter (All classes. gxceot cqnsnruction)

First 424,000 gallons

Over 424,000 gallons
s 2.50

3.42
s 2 7 8

3.80
s 2 5 0

3.42

6" Meter (All classes. gxcfept construction)

First 680,000 gallons

Over 680,000 gallons
s 2.50

3.42
s 2 7 8

3.80
s 7 50

3.42

II



Service Size

Total Present

CharQ

Proposed

Service Lin:

Charge

Prcposecl
Mere:

Insullatiozu
Charge

Total Proposed
Charge

Recommended

Service Line

Recommended
Meter Instzllnt ion

Cha.:

Total
Recommended

Chez

5/8 x 3/4 Inch
5/ 4 I nch
1 Inch
1 1/2 Inch
2 Inch Turbine
2 Inch Compound
3 Inch Turbine
3 Inch Compound
4 Inch Turbine
4 Inch C ompound
6 Inch Turbine
6 Inch Compound
8 Inch
10 Inch
12 Inch

5 600,00

670.00

81000

1,075.00

1,875.00

2720.00

;715.00

5 710.00

3,227.00

5,315.00

5,976,00

9,250.00

cost

cost

cost

s 445.00

445.00

495.00

550.00

830,00

830.00

1,045,00

1,165.00

1,490.00

1,670.00

2,210.00

2330.00

cost

cost

cost

x 155.00

225.00

315.00

525.00

1,045.00

1,890.00

1,670.00

2,545.00

1,737.00

3,645.00

3,766,410

6,920.00

cost

cost

cost

s 600.00

670.00

810.00

1,075.00

1,875.00

;720.00

L715.00

3,710.00

3,227.00

5,315.00

5,976.00

9,zso.o0

cost

cost

cost

s 445.00

445.00

495.00

550.00

830.00

830.00

1,045.00

1,165,410

1,490.00

1,670.00

2,210.00

2,330.00

cost

cost

cost

s 155.00

225.00

315.00

525.00

1,045.00

1,890,00

1,670.00

2,545.00

1,737.00

3,645.00

3,766.00

6,920.00

cost

cost

cost

s 600.00

670.00

810.00

1,07500

1,875.00

;720.00

1715.00

3,710.00

3,2100

5,315.00

5,976.00

9,250.00

cost

cost

cost

J I r

Community Water Company of Green Valley

Docket No. W-0Z'>04A-15-0263

Test YenEndedDecember 31, 2014

Schedule PNT- R1

Page 2 of 2

R ATE  D E SI G N S(  C on t . )

8" Meter (All classes. except constmctioM

First 1,050,000 gallons

Ova: 1,050,000 gallons

s 150

3.42

s 278

3.80

s 2.50

3.42

Qonsmxction Water LAD meter sizes)

First 1,050,000 gallons

Over 1,050,000 gallons

s 2.50

3.42

s 178

3.80

s 250

3.42

s 25.00

35.00

25.00

35 .00

3500

50.00

20.00

s 15.00

35.00

2500

35.00

35.00

50.00

20.00

s 2500
N/A
25.00
N/A
N/A
N/A
20.00

* **

s 155.00

255.00

315.00

525.00

1,045.00

1,890.00

1,670.00

'J 545.00

1,737.00

3,645.00

530000

6,920.00

s 155.00

255.00

315.00

525.00

1,045.00

1,890.00

1,670.00

2,545.00

1,737.00

3,645.00

3,766.00

6,920.00

$ 15500

25500

315.00

525.00

1,045,410

1,890,00

1,670.00

445,00

1,757.00

3,645.00

3,766.00

6,920.00

Other  Service Charges
Establishment
Esablislxment  (Af ter  Hams)
Reconnect ion (Delinquent)
Reconnect ion (Ddilnqumt)  -  Af ter  Hours
Call out charge (After hours/Saturday)
Call out change (Sunday/Holiday)
Meta test (If Correctly
Deposit
I-Iydrant Meter Deposit:**

5 /8 x 5/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 inch Turbine
2 Inch Compound
3 Inch Turbine
3 Inch Compound
4 Inch Turbine
4 Inch Compound
6 inch Turbine
6 Inch Compound
8 Inch
10 Inch
12 Inch

Deposit  Interest
Reestablishment (within 12 months)
Reestablishment (within 12 months after hours)
NSF Gneck
Meter Reread (if Correct)
he Payment  Penalt y
Deferred Payment (R-01-2-409.G)
Moving mean at customer request (R44-2-405(B))
Meter Tampering Charge
Meter Box . Cut Lock Chaxgc
Payment viz Visa Charge Card
After Service Charge
* Paz Commission Rule A.A.C. R-14-2-403(B)

Residential _ two times the average bill. Non-residcntial- two and one-half times the average bH1

** Shall be refunded entirely upon :Unum of undamaged meter.

*** Per Commission Rule A.A.C. R14-2-403(D) - Months off  the system t imes the monthly minimum.
»=*»=»< Cost up to 6% service charge on bill paid

Cost

Cost

Cost

6.00%

mm*

25.00

10.00

1.5% per month

1.5% Pu month

20.00

Cost

Cost
cost»*=u<

N/A

Cost
Cost
Cast

600%
xxx
w e

75.00
10.00

1.5% per month
1.5% per month

20.00

Cost

Cost

COST****

N / A

Cost

Cost

Cost

6.00%
*xx

***

25.00

10.00

1.5% per month

1.5%Pei month

20.00

Cos

Cost
C°§t****

40,00

In addit ion to the collcctiun of rcguhx rates, the utility will Collen from its customers z pxoportionztc shun of any
pdvicgz, sales, use, and Exznchisc tax Paz commission rule 14-2.409D(5).

Snrvicc and Meter Installation Charges
4

ll
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year Ended December 31, 2014

Schedule PNT-R2

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 3,897 $ 19.14 $ 23.45 $ 4.31 22.52%

Median Usage 3,500 18.15 22.35 $ 4.20 23.14%

Staff Recommended

Average Usage 3,897 $ 19.14 s 19.92 0.78 4.07%

Median Usage 3,500 18.15 18.93 $ 0.78 4.30%

Present & Proposed Rates (YX8thout Taxes)

General Service 5/8 x 3/4-Inch Meter

Gallons

Consurlxgtion
Present

Rates
%

Increase
$ $

1,000

z,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

11,000

12,000

13,000

14,000

15,000

16,000

17,000

18,000

19,000

20,000

25,000

30,000

35,000

40,000

45,000

50,000

75,000

100,000

13.00

14.30

15,60

16.90

19.40

21.90

24.40

26.90

29.40

31.90

34.40

37.82

41.24

44.66

4808

51.50

54.92

58.34

61.76

65.18

68.60

85.70

102.80

119.90

137.00
154.10

171.20

256.70

342.20

Company

Proposed

Rates

16.64

18.08

19.52

20.96

23.74

26.52

29.30

32.08

34.86

37.64

40.42

44.22

48.02

51.82

55.62

59.42

63.22

67.02

70.82

74.62

78.42

97.42

116.42

135.42

154.42

173.42

192.42

287.42

382.42

28.00% i

26.43%

25.13%

24.02%

22_37%

21.10%

20.08%

19.26%

18.57%

17.99%

17.50%

16.92%

16.44%

16.03%

15.68%

15.38%

15.11%

14.88%

14.67%

14.48%

14.31%

13.68%

13.25%

12.94%

12.72%

1z54%

12.39%

11.97%

11.75%

Staff

Recommended %

Rates Increase

13.78"

15.08

16.38

17.68

20.18

22.68

25.18

27.68

30.18

32.68

35.18

38.60

42.02

45.44

48,86

52.28

55.70

59.12

62.54

65.96

69.38

86.48

103.58

120.68

137.78

154.88

171.98

257.48

342.98

6.00%

5.45%

5.00%

4.62%

4.02%

3.56%

3.20%

290%

2.65%

2.45%

2.27%

2.06%

1.89%

1.75%

1 .62%

1 .51 %

1 .42%

1 .34%

1.26%

1 .20%

1 _14%

0.91%

0.76%

0.65%

0.57%

0.51%

0.46%

0.30%

0.23%

III
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Typical Bill Analysis...
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EXECUTIVE SUMMARY
COMMUNITY WATER COMPANY OF GREEN VALLEY

DOCKET no. W-02304A-15-0-63

Start's surrebuttal testimony addresses rate base, operating income, revenue requirement and
rate design. Staf f s recommended Fai r  Value Rate Base ("FVRB") i s Me same as the
recommendation made in its direct testimony which is $6,563,586 Staff recommends a revenue
increase of $478,000 or 13.50 percent increase over test year revenue of $3,541,415 The total
annual revenue of $4,819,415 produces an operating income of $663,076 for a 16.50 percent
operand maxim.

Start's recommended rates would increase the typical 5/8-inch meter residential bill vsdth a
median usage of 3,500 gallons from $18.15 to $20.30, for an increase of $2.15 or 11.82 percent.

1.

a.

b.

c.

Start's surrebuttal testimony responds to Cornrnunity Water Company's ("Community
Water" or "Cooperative") rebuttal testimony on the following issues:

Operating Income

Water usage nonmalizaizion

Repairs and Maintenance

DeprecNdon ExpenSe

Rate Design2.
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Surrebuttal Testimony E Pham Tsar
Docket No. W-02304A-15-0263
Page 1

1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

5

My name is Pham Tsar. I am a Public Utilities Analyst employed by the Arizona Corporation

Commission ("Commission") in the Utilities Division ("StafF'). My business address is 1200

West W/ashington Street, Phoenix, Arizona 85007.

6

7 Q. Are you the same Pham Tsar who Hled direct testimony 'm this case?

8 A. Yes.

9

10 PURPOSE OF SURREBUTTAL TESTIMONY

11 Q. What is the purpose of your surrebuttal testimony in this proceeding?

12

13

The purpose of my surrebuttal testimony in this proceeding is to respond, on behalf of Staff,

to the rebuttal testimony of Mr. Arturo (qabaldon, and Mr. Thomas Bourassa, witnesses for

14 Community Water Company of Green Valley ("CommunaLity Water" or "Cooperative").

15

16 Q- What issues will you address?

17 A. I will address 'due following issues:

18 1.

19

20 b.

21 c.

22

Operating Income

Water usage normalization

Repairs and Maintenance

Depreciation Expense

Rate Design

23

A.

A.

2.

a.

I \IIIII\
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Surrebuttal Testimony .. Pham Tsar
Docket No. W-02304A_15~0263
Page 2

1 Q.

2

Does your silence on any particular issue raised in the Cooperative's rebuttal

testimony indicate that Staff agrees with the Cooperative's stated rebuttal position?

3 A. No. Rather, where I do not respond, I rely on my direct testimony.

4

5 SUMMARY OF PROPOSED REVENUES

6 Q. Please summarize Staffs recommended revenue increase.

7 A.

8

9

Staff now recommends a revenue increase of $478,000 or a 13.50 percent increase over test

year revenue of $3,541,415 The total annual revenue of $4,019,415 produces an operating

income of $663,076 for a 16.50 percent operating margin.

10

11 Q. How does Staf f s recommended revenue compare to the recommended revenue in

12 Staffs direct testimony?

13 A. Staffs recommended revenue has increased by $120,061, from $3,899,354 in its direct

14 testimony to $4,019,415 in this surrebuttal testimony.

15

16 RATE BASE

17 Q. What is Staffs recommended rate base?

18 A. Staffs recommended rate base is $6,563,586 as shown on Surrebuttal Schedule PNT-2.

19

20 Q. How does StamPs recommended rate base compare to the recommended rate base in

21 Staffs direct testimony?

22 A. Staffs recommended rate base rate is the same as the recommendation made in its direct

23 testimony.

24

1
l
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Sutrebuttal Testirnon 5 Pham Tsar
Docket No. w-02304A-15-0263
Page 3

1 OPERATING INCOME

2 Operating Income Adjustment No. 7 - Water Usage Narwzaliqation

3 Q . Has Staff rev iewed the Cooperat iv e's rebut tal  test imony regarding water usage

4 normalization?

5 Yes. The Cooperative has proposed in its direct testimony to reduce Metered Water Revenue

6

7

8

by $95,505 which includes $1,072 revenue annualization and $94,433 usage normalization,

from $3,546,359 to $3,450,854. The Cooperative's rebuttal position proposed an additional

$64,296

9

revenue decline over the $94,433 usage normalization adjustment in its direct

testimony so the Cooperative now proposes to reduce total Metered Water Revenue by

10 $158,729. The Cooperative also proposed to reduce Purchased Power Expense and

11

12

Chemicals expense by an addition of $9,091 and $1,390, results in a total reduction of $22,690

and $3,469 respectively.

13

14 Q. Does Staff agree with the Cooperative"s adjustment?

15 A. No. While Staff now is recognizing declining usage for residential customers, Staff does not

16

17

18

19

20

believe the track for commercial usage is predictable. Commercial sales have fluctuated from

year to year and has been slowly increasiNg in recent years. The Cooperative stated that the

anticipated reduction in usage from Freeport Mcl\/Ioran Sierrita may have a significant impact

on commercial sales; however Staff does not believe the future usage f rom the mining

company is known and measurable.

21

22 Q- What is Staffs recommendation?

23 A. Staff used 2015 updated data (test year ended December 31, 2014) for die residential usage

normalization calculation. Details of the calculation are shown on Surrebuttal Schedde PNT-24

25 7, page 2 and 3.

A.

|
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I

1 Staff recommends a usage normalization adjustment that will reduce metered water revenue

2 by $5,629 from $3,450,854 to $3,445,225, purchase power expense by $2,117 from $220,756

3 to $218,639, and chemicals expense by $323, from $33,730 to $33,407.

4

5 Q.

6

How does Staffs recommendation for water usage normalization compare to the

recommendation for water usage normalization in ShEs direct testimony?

7 A. Staff did not recognize any water usage normalization adjustment in its direct testimony.

8

9 Uperaling Inane AajNxtnzent No. 5 - Repair and Mazlnzenance, reservoir maintenance anna/ reserve.

10 Q. Has Staf f  rev iewed the Cooperat iv e's rebuttal testimony regarding the reservoir

11 maintenance annual reserve?

12 A. Yes.

13

14 Q-

15

What is the Cooperative's position regarding Repair and Maintenance Expense,

reservoir maintenance annual reserve?

16 A. The Cooperative updated the estimated costs for the reservoir maintenance. The

17 Cooperative is proposing an increase of $11,114 for Repair and Maintenance, reservoir

18 maintenance annual reserve from $55,886 in its direct tesdrnony to $67,000 in its rebuttal

19 testimony.

20

21 Q. What is Staffs recommendation?

22 A. Staff recommends repair and maintenance, reservoir maintenance annual reserve of $44,129

23

24 maintenance expense of $54,151.

as shown on Surrebuttal  Schedule PNT-11, which resul ts in an adjusted repair and

Based on the updated information prov ided by the

25 Cooperative, Staff recalculated annual reserve for the reservoir maintenance. Staff excluded

26 the reserve for Reservoir No. 5 since it is not used and useful. With the exclusion of
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Surrebuttal Testimony f Pham Tsar
Docket No. W-02304A-15-0263
Page 5

1 Reservoir No. 5, the total estimated cost for all reservoir and tank maintenance is $765,000.

2

3

However, the Cooperative has already accrued a net reserve of $152,451. Therefore, only

$612,549 is needed. See Surrebuttal Schedule PNT-11 for a detailed calculation of annual

4 reserve for the various reservoirs/tanks.

5

6 Q.

7

How does Staffs recommendation for repair and maintenance expense, reservoir

maintenance annual reserve compare to the recommendation for maintenance

8

9 A.

10

expense, reservoir maintenance annual reserve in Staffs direct testimony?

Staffs recommendation for maintenance expense, reservoir maintenance annual reserve is

increasing from $26,740 in its direct to $44,129 in its surrebuttal; so Staffs recommendation

11 has increased by $17,389.

12

13 Operating IncomeAa_§u.rtr/rent No.7 - Dqbfeahlion expense

14 Q . Has Staf f  rev iewed the Cooperat iv e's rebut tal  test imony concerning depreciat ion

15 expense?

Yes.16

17

18 Q.

19

Is Staff still of the opinion that the Cooperative did not implement broad group

depreciation method properly which caused over depreciation of plant?

20 Yes.

21

22
Q.

23

Is the broad group procedure commonly used and an accepted method in regulatory

utility accounting?

24 A.

25

The broad group method is a generally accepted approach only if  the entities conduct

periodic reviews of depreciation rates as required by the NARUC Uniform System of

A.

A.

I ll
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1

1 Accounts l"USoA"). Accounting Instruction No. 33 (c) of the NARUC USoA for Class AL

2 Utilities states:

3

4

5

6

W/'hen the straight-ljne method is used, the rates she be reviewed

periodically and zcHzlsted as required, so `that the depreciation

accrual will bear a reasonable relationship to the service life, the

estimated net salvage, and the cost of the plant in service.

7

8 Q. What is Staffs response to Mr. Gabaldon's rebuttal testimony, page 2, line 8 to line 12,

9

10

11

12

that the Cooperative's "depreciation method was properly implemented,

incorporating depreciation rates Staff recommended and the Commission approved in

its last rate case and its prior rate cases" and that to require a depreciation study, as

Staff suggests, would be costly to the Cooperative and unprecedented?

13 A.

14

15

16

17

18

19

20

21

22

23

Staff continues to believe the Cooperative's depreciation methodology was implemented

improperly. However, as stated above, NARUC USoA requires entities to conduct periodic

rev iews of depreciation rates if  using Broad Group depreciation methodology, but the

Cooperative has failed to do so. Staff is not recommending that the Cooperative perform a

"special deprecation study" but believes that it is critically important that periodic deprecation

studies be conducted as required by NARUC so that the reasonableness of the depreciation

rates being utilized are shown to be fair and appropriate for die remaining economic life of

the underlying long-term assets. Staf f  notes that the Cooperative was aware of  this

requirement but fai led to perform a study and proposed new depreciat ion rates in

conjunction with the processing of this rate case( The Cooperative's response to Staff data

request PNT 2.2, stated that:

24

1 The Cooperative is classified as Class A Utilities under NARUC USoA.

llllll Illll ll
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1

2

3

Until 1994, CWC contracted an engineer to perform regular

depreciation analysis every two years. This practice was changed in

1995 when CWC was informed that changes to depreciation rates

4 must be done in the context of a full rate case .- consistent with

5 A.A.C. R14-2-1 02(CX1).

6

7 Q.

8

9

Mr. Bourassa stated in his rebuttal testimony that Staff is trying to impose the vintage

group procedure onto the Broad Group to justify its position that certain plant is fully

depreciated. How does Staff respond to this statement?

10 A.

11

12

13

14

15

There were instances where the Cooperative did not apply the broad group methodology

correctly so Staff chose to employ the vintage group method when determining when

significant plant elements were fully depreciated. The problems noted includedan instance

where the Cooperative placed a cap on certain accumulated depreciation balances that

artificially stopped calculating depreciation expense which is a violation of the NARUC

depreciation guidelines. For instance, on Schedule B-2, page 3.8, there is no depreciation

16 Transportation Equipment for the year 2013 even

17

expense calculated for Account No. 341

though the plat is not yet retired.

18

19 Q. Why did Staff not make corresponding adjustments to accumulated depreciation?

20

21

22

Staff made a pro-forma adjusnnent to reflect a proper amount of depreciation expense be

recovered from customers through rates on a going-forward basis. Therefore, no

adjustments to the accumulated depreciation reserve balance was necessary.

23

A.

Ill
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r

1 Q.

2

Is Staffs adjustment to depreciation expense in its surrebuttal testimony the same as

i t is in its direct testimony?

3 A.

4

5

No. Staff recommends a depreciation expense of $926,682 in this surrebuttal testimony, but

recommended $823,885 in its direct testimony; so Staffs rebuttal position represents an

increase of $102,797.

6

7 Operating Income Adjustment No.9 - Propergf Tax

8 Q. Did Staff make any adjustment to the property tax expense?

9

10

A. Yes. Staff's adjustment is based upon StafFs adjusted test year and recommended revenues,

as shown on Surrebuttal Schedule PNT-15.

11

12 Q. What is Staffs recommendation?

13 A. Staff recommends a property tax expense of $156,460.

14

15

16

REVENUE REQUIREMENT
Is the Cooperative's proposed revenue requirement in its rebuttal testimony differentQ.

17 from the proposed one in its direct testimony?

18 Yes.

19

20 Q. Please summarize Cooperative's proposed and Staffs recommended revenue

21 requirement, revenue increase, and operating margin.

22 A. The proposed and recommended revenue requirement, revenue increase, and operating

23 margin are as follows:

24

25

A.
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1 RevQ11ue Requiraggn; Red<;n_ue Igcreasg Qperating Margin;

2 Cooperative- Direct 354,231,930 $708,244 16.5%

3 Sniff -- Direct $3,899,354 $257,877 16.5%

4 Cooperative-Rebuttal $4,165,106 $682,357 16.5%

5 Staff - Surrebutfal $4,019,415 $478,000 16.5%

6

7 Q. I n  r ebu t t a l  t es t i m ony ,  C oope r a t i v e  w i t nes s  M r .  J ones  ( page  9 ,  l i ne  3  t h r ough  10 )

8 a r gues  t ha t  t he  C om m i ss i on should effectively increase the 16.5 per cen t  oper a t i ng

9 m a r g i n  u s e d  f o r  s e t t i n g  t h e  C o o p e r a t i v e ' s  r a t e .  t o  t h e  e x t e n t  t h a t  S t a f f s

10 recommendations decrease the Cooperative's net income. Will you be responding to

11 this Company proposal?

12 A. No, Staff witness Mr. Derron Carlson wills be responding to dis aspect of la/k. ]ones's rebuttal

13 testimony.

14 RATE DESIGN

15 Q . Does Staff recommend a dif ferent rate design than in its direct testimony?

16 A. Yes. Staff has prepared an altered rate design. Sunrebuttal Schedule PNT-17 shows the

17

18

present, the Cooperative's proposed and Staffs recommended monthly minimum charges

and commodity rates .

19

20 Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer?

21 a

22

Staffs recommended rates would increase the typical 5/8-inch meter residential bill with

median usage of 3,500 gallons from $18.15 to $20.30, for an increase of $2.15 or 11.82

23 percent.

24

A.

l l
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|

1 Q. How is the revenue How derived under Staffs revised recommended rates?

2 A.

3

Under Staffs recommended rates, approximately 54.81 percent is coming from monthly

minimum and 45.19 percent is from commodity charges.

4

5 Q. Does this conclude Staffs surrebuttal testimony?

6 A. Yes, it does.



LINE
no. DESCRIPTION

[A B
STAFF

ORIGINAL
COST

COOPERATIVE
ORIGINAL

COST

Community Water Company of Green Valley

Docket No. W-02304A-15~0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-1
Page 1 of 2

REVENUE REQUIREMENT

1 7,678,586 35

2

$

$ 526 $

6,563,586

192>162

3

Adjusted Rate Base

Adjusted Operating Income (Loss)

Current Rate of Return (L2 / L1) 0.01% 2.93%

4 9.09% 10.10%

5 $ as

$

663>076

6

Required Rate of Return

Required Operating Income (LE * Ll)

Operating Income Deficiency (L5 - L21

Gross Revenue Conversion Factor

$

698,269

697,743

1.0150

470>914

1.01507

8 708,244

3,523:6879

Required Revenue Increase (LE * L6)

Adjusted Test Year Revenue

3

$

$

$

$

810 Proposed Annual Revenue (LS + LE) 4,231,930

20.10%

478,000

3,541,415

4,019,415

13.50°/o
11 ReaMed Increase in Revenue (0/0l

12 Current Operating Margin 0.01% 5.43%

13 Op eating Margin (L5 IL10) 16.50% 16.50%

References;
Column (A):
Column IB):

Cooperative Schedule A-1
Staff Surrebuttal Schedules PNT-2 and PNT-4

III

I I



Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31: 2014

Surrebuttal Schedule PNT-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LiNe No. Description
1 Combined Federal and State Effective Income Tax Rate 0.00000/0

2 Effective Property Tax Factor (Schedule PNT-14, L24) 1.48250/0

3 Total Tax Percentage (LI +L2) 1.4825%

4 Operating income percentage (1 -LE) 98.51750/0

5 Gross Revenue Conversion Factor (1 :LE) 1.015048

.  v~



LINE
no. | DESCRIPTION

[A] 8] [C]
STAFF

AS
ADJUSTED

STAFF
ADJUSTMENTS

COOPERATIVE
AS

FILED

\

Community Water Company of Green Valley

Docket No. W-0Z304A-15-0263

Test Year ended December 31> 2014

Surrebuttal Schedule PNT-2

RATE BASE - ORIGINAL COST/FAIR VALUE

8 151
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

42,452,128
16,014,775
26,437,353 $

(1,115,0000

(1,115,000)

$ 41,337,128
16,014,775

$ 25,322,353

LESS.-

4 $ 11>375,198 8 3 11,375,198

5

Net Contribution in Aid-of Construction (CIAC)

Advances in Aid of Construction (AIACI 7,383,569 7,383,569

6 Customer Deposits I

7 Deferred Income Tax Credits

8 Total Deductions 35 18,758,767 $ 3 18,758,767

9
ADD:
Unamortized Finance Charges $ $ $

10 Deferred Tax Assets

11 Allowance for Working Capital

Intentional Left Blank12

13 Total Additions 35 3

14 Original Cost / Fair Value Rate Base $ 7,678,586 $ (1,115,000) $ 6,563,586

References:
Column (A), Cooperative Schedule B-1
Column (B): Surrebuttal Schedule PNT-3
Column (C): Column (A) + Column (B)



DESCRIPTION
LINE
NO.

ACCT.
NO.

[A]
nI ] [C]

COOPERATIVE
AS FILED

STAFF
ADJUSTMENT

STAFF
ADJUSTED

Community Water Company of Green Valley
Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-3

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

PLANT IN JERVICE:

$ 47,863
244

170,589
30,695

141,261
2>013,049
3,289,327

118,494
4,440,527

$ $ 47,863
244

170,589
30,695

141,261
2,013,049
3,289,327

118,494
4,440,527

Organization Costs
Franchise Costs
Land & Land Rights
Structures & Improvements-Pumping
Structures & Improvements-Water Treatment
Wells & Springs
Electric Pumping Equipment
Pumping Equipment-Gas
Water Treatment Equipment
Water Treatment Plants
Solutions & Feeders
Arsenic Remediation Plant

Distribution Reservoirs & Standpipes
Storage Tank
Pressure Tanks

Transmission & Distribution Mains

2,061,545 (1,115,000) 1 946,545

19,123:697
4,696,522

332,174
1>600,133
2>031,665

19,123,697
4,696,522

332,174
1,600,133
2,031,665

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

301
302
303
304
304.1
307
311
311.1
320
320.1
320.2
320.3
330
330.1
330.2
331
333
333
334
335
336
339
340
340.1
341
342
343
344
345
345.1
346
347
348

Services
Fire Taps
Meters & Meter Installations
Hydrants
Backflow Prevention Devices
Other Plant & Misc. Equip.
Office Furniture & Fixmres
Computer & Software
Transportation Equipment
Store Equipment
Tools & Work Equipment
Laboratory Equipment
Power Operated Equipment
Power Operated Equipment-Backhoe
Communications Equipment
Miscellaneous Equipment

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

34
35
36

$

Other Tangible Plant
Rounding

Gross Utility Plant in Service
Less: Accumulated Depreciation
Net Utility Plant in Service

12,938
2

42,452,128
16,014,775
23,437,353 $

(1,115,000)

(1,115,000)

12>938
2

- --41,337,128"
16,014,775

$ 25,322,353

$37
38
39
40
41
42
43

DEDUCHONJ .
Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization
Net CIAC
Advances in Aid of Construction (AIAC)
Customer Meter Deposits
Deferred Income Tax Credits
Total Deductions

$

16,784,118
5,408,920

11,375,198
7,383,569

s 16,784,118
5,408,920

11,3'73,'198
7,383,569

$ 18,758,767 x $ 18,758,767

44
45
46
47
48

ADDmons.~
Unamortized Finance Charges
Deferred Tax Assets
Allowance for Working Capital
Intentional Left Blank
Total Additions

$

5 $ $

49 ORIGINAL COST RATE BASE s 7,678,586 $ (1,115,000_)_ $ 6,563,586

lllll\
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-4

RATE BASE ADJUSTMENT no. 1 .. PLANT NOT USED AND USEFUL

LINE
NO. DESCRIPTION

[A]
COOPERATIVE

AS FILED

[B]

AD]USTlvJENT

[C]
STAFF

ADJUSTED

1 Distribution Reservoirs & Smndpipes $ 2,061,545 3 (1,115,000) 3 946,545

REFERENCES:

Column [A]: Cooperative Schedule B-2

Column [B]: Staff Testimony

Column [C]: Column [A] + Column [B]



LINE
no. DESCRIPTION

[A] I
COOPERATIVE

ADJUSTED
TEST YEAR
AS FILEDI 1

[B]

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

tD1

STAFF
RECOMMENDED

CHANGES

[E]

STAFF
RECQMMENDED

Community Water Company of Green Valley

Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Surrebuttal Schedule PNT-5

OPERATING INCOME STATEMENT .. ADJUSTED TEST YEAR AND STAFF RECOMMENDED

1
2
3
4
5

$ 3,450,854 x (5,629) $ 3,445,225 s 478,000 . $ 3,923,225

RE VENUES:
Metered Water Sales
Water Sales - Unmetered
Other Operating Revenue
Total Operating Revenues

72,833
3,523,687 $

23,358
17,728_ $

96,191
3,541,415 s 478,000

96,191
4,019,415

OPERA TING E_§g>EN§E_l̀ .-
$ 999,690 s (72,685)

160,577
$ 927,005

160,577
x $ 927,005

160,577

(2,117)
(323)

(11357>

220,756
33,730
65,908
16,621

295,318
15,124

(17,961)

218,639
33,407
54,151
16,621

277,357
15,124

218,639
33,407
54,151
16,621

277,357
15,124

(130,121)
(99,702)

6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Salaries & Wages
Employee Pensions and Benefits
Purchased Water
Purchased Power
Chemicals
Repairs & Maintenance
Office Supplies & Expense
Outside services
Water Testing
Rents
Transportation Expense
Insurance - General Liability
Insurance - Health & Life
Regulatory Commission Expense
Miscellaneous Expense
Depreciation Expense
Taxes Other than Income
Property TZXES
Income Tax

54,195
54,967

212,765
30,000

236,192
1,026,384

105,232
156,279 181

54,195
54,967

212,765
30,000

106,071
926,682
105,232
156,460 7,086

54,195
54,967

212,765
30,000

106,071
926,682
105,232
163,546

26 $ 3,523,161 s $ 7,086_ 3,356,339

27

Total Operating Expenses

Operating Income (Loss) $ 526 s

(173,908)_

191,636 $

$ 3,349,253

192,162 $ 470,914 $ 663,076

References:
Column (A): Cooperative Schedule C-1
Column (B): Surrebuttal Schedule PNT-6
Column (C): Column (A) + Column (B)
Column (E): Column (C) + Column (D)

lllll l ll l
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Suxrebuttal Schedule PNT-7

Page 1 of 3

OPERATING INCOME ADJUSTMENT no. 1 - WATER USAGE NORMALIZATION

LINE
NO. DESCRIPTION

TB]
STAFF

ADJUSTMMLNT

1 Meter Water Revenue

[A]
COOPERATIVE

PROPOSED

[C]
STAFF

RECOMMENDED

3,445,225

2 Purchased Power Expense

s

3

$

218,639

3 Chemicals

3

$

3,450>854

220,756

33,730

$

$

$

(5,629)

(2,117)

(323) 33,407

References:

Column (A), Cooperative Schedule C-2

Column (8)-, Column (C)-Column (A)

Column (C): Surrebuttal Schedule PNT-7, page 2 and 3.
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Commuity Water Company 4. Jreen Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-7

Page 2 of 3

Line No. Declining Usage calculation

1 539,786

2

2015 total gallons sold (in 1,000's)-residential

2015 total residential customers 130,271

3 Total gallons sold per customers in 1,000's (Line 1 /line 2) 4.14

4 Test year total residential bills 124,416

5 Adjusted usage (Line 3 X Line 41 515,525

6 Test year total gallons sold-residential 564,257

7 Dealing Usage (Line 5 minus Line 6) (48,732)

8 Weighted Avg Volume Charge (3) 32.05

9 Dealing Usage Revenue Adjustment

(Line 7 X Line 8 )

($100,062)

(1)
(2)
(3)

Test year Total Residential Commodity Revenue

Test year total residential gallons sold

W/eighted Average Volume Charge ( lit / (2) )

$1,158,609

564,257

$2.05

II
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Community Water Company of Green Valley
Docket No. w-02304A-15-0263
Test Year ended December 31, 2014

Surrebuttal Schedule PNT-7

Page 3 of 3

Usage Normalization Revenue Adiustrnent

Actual Test Year Metered Water Revenue

Revenue Axmualization*

Declining Usage Adjustrnent-Staff (L 9, Surrebutrzal Schedule PNT-7, page 2)

Staff adjusted metered water revenue (L3+L4+L5)

$ 3,546,359

(1,072)

(100,062)

3,445,225 .

Purchased Power Normalization

Test Year Purchased Power Expense

Gallons Sold (Lu 1,000's)

Cost per 1,0000 gallons (Ll0/L11)

$ 234,393

726,711

0.3225

(48,732)
(15,716)

(38)

Normalized Gallons Reduction (in 1,000's)

Purchased Power Normalization (L12 x L14)

Purchased Power annnnlization*

Staff adjusted purchased power expense (L10+L15+L16) 218,639.07

Chemicals Expense Normalization

$ 35,815

726,711
Test Year Chemicals Expense

Gallons Sold (in 1,000's)

Cost per 1,0000 gallons (L23/L24) 0.0493

Line

N ;

1

2

3

4

5

6

7

8

9

1 0

11

1 2

1 3

14

15

1 6

17

1 8

1 9

20

21

22

23

24

2 5

26

27

28

29

30

Normalized Gallons Reduction (m 1,000's)

Chemicals expense Normalization(L27 X L25)

Chemical Expense annualilzation*

Staff adjusted chemicals expense (L23+L28+L29)

(48,732)
(2,402)

(6)
33,407

* Cooperative's direct schedule C-2 Page 5, Staff does not disagree with this adjustment

UIIII



Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Surrebuttal Schedule PNT-8

LINE
NO .

OPERATING INCOME ADJUSTMENT no. 2 - OTHER REVENUES

DESCRIPTION

[A]
COOPERATIVE

PROPOSED

IB]
STAFF

ADJUSTMENT

[C]
STAFF

RECOMMENDED

1 Odler Water Revenue 72,833 23,358 96,191

References:
Column (A), Cooperative Schedule C-2
Column (B): Testimony
Column (C): Column (A) + Column (B)



Community Water Company of Green Valley
Docket No. w-02304A-15-0263
Test Year ended December 31, 2014

Surrebuttal Schedde PNT-9

OPERATING INCOME AD]USTMENT no. 3 - SALARIES AND WAGES

LI NE
n o .

[A]
COOPERATIVE

PROPOSED

[B]
STAFF

ADJUSTMENT

[C]
STAFF

RECOMMENDED

1

DESCRIPTION

Salaries and Wages $ 999,,690 38 (72,685) 8 927,005

$ 1,087,895
(148,850)
(12,040)
927,005

2
3
4
5

2015 Total Compensation
Amounts Capitalized and Charged to other accounts
Cost of Accountant included in Outside Service
Adjusted salaries and wages charged to O & M 3

I

Keterences: . .
Column (A), Cooperative Schedule C-2
Column (B): Testimony
Column (C): Column (A) + Column (B)

4 1
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-10

OPERATING INCOME ADIUSTMENT no. 4 - EMPLOYEE PENSIONS AND BENEFITS

LINE
NO. DESCRIPTION

[A]
COOPERATIVE

PROPOSED

[B] [C]
STAFF STAFF

ADJUSTMENT. RECOMMENDED

1

2

Reclassification from Miscellaneous Expense

Retirement Adjustment
3 s 124,576

36,001
160,577

55 124,576
36,001

$

References:

Column IA), Cooperative Schedule C-2

Column (B): Testimony

Column (C): Column IA) + Column IB)

I
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263
Test Year ended December 31, 2014

Surrebut'tal Schedule PNT-11

OPERATING INCOME ADJUSTMENT no. 5 - REPAIRAND MAINTENANCE EXPENSE

LINE
NO. DESCRIPTION

[A]
COOPERATWE

PROPOSED

UP]
STAFF

AD_lus'1*m18nT

[q
STAFF

RECOMME_NDED

1 Reservoir Maintenance Annual Reserve $ 55,886 $ (11,757) $ 44,129

Reservoir Maintenance Annual Reserve calculation

[A] [B] [C] [F] [G]

Estimated
Cost

. up] .Dxstnbuuon.
from

Rese)rvoir2_

Annual cost
[ E l f  [ F l

$75,000
190,000
300,000
100,000

100,000

GL Balance

$ $17,298

17,298
17,298
17,298
17,298

[E]

Total needed 8 1 ;
C _

$120,572
124,186
218,334
77,016
72,442

Frequency
10 years
20 years

20 years
10 years
10 years

$12,057
6,209

10,917

7,702
7,244

I

2
3
4
5
6
7
8

Reservoir 1
Reservoir 3
Reservoir 4
Tank 10
Tank 11
Reservoir 2 (removed)
Total 765,000

(62,870)
48,516

64,368
5,685

10,260
86,492

152,451 $ 633349 $44,129

References:
Column (A), Cooperative Schedule C-2
Column (B): Surrebuttal Testimony
Column (C): Column (A) + Column (B)

Hull
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Community Water Company of Green Valley

DOC.kCt No. w-02304A-15-0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-12

OPERATING INCOME ADJUSTMENT no. 6 - OUTSIDE SERVICE

LINE
NO.

1

[A]
COOPERATIVE

PROPOSED
` . £8,345

7,050.1
$

[C]
STAFF

RJ8<;OMM18NDED
35 7,434

2

DESCRIPTION
Legal Consulting
HR-Assistant to President

$

[B]
STAFF

ADJUSTMENT
$ . (10,911)-

l7,050.1)
(17,961l.'

References: .
Column (A), Cooperative Schedule C-2
Column (B): Testimony
Column (C): Column (A) + Column (B)
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Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-13

OPERATING INCOME AD]USTMENT NO. 7- MISCELLANEOUS EXPENSES

[A]
COOPERATIVE

PROPOSED

[C]
STAFF

RECOMMENDED
$

LINE
NO.

1
2
3
4

DESCRIPTION
Food & Entertainment
Prost Sharing
401 (KI Matching
Total .  , ,  -

8 5,545
87,871
36,705

[B]
STAFF

ADJUSTMENT
§ (5,545)

(87,871)
(36,705)

(130,121)

References:
Column (A), Cooperative Schedule C-2
Column (B): Testimony
Column (C): Column (A) + Column (B)
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:company of Green Valley

>v-02304A-15_0263

:I December 31, 2014

Surrebuttal Schedule PNT-14

OPERATING INCOME ADJUSTMENT No. 8 - DEPRECIATION EXPENSE

Line
No. DESCRIPTION

GROSS UTILITY FULLY/NON
PLANT IN SERVICE DEPRECIABLE

DEPRECIABLE
PLANT

DEPREC.
RATE EXPENSE

$ $ 47,863
244

170,589

$ $

30,695
141,261

2,013,049
3,289,327

1,022
4,704

67,035
411,166

47,863
244

170,589
30,695

141,261
2,013,049
3,289,327

118,494
4,440,527

118,494
4,440,527 147,870

946,545 946,545 21,013

19,123,697
4,696,522

332,174
1,600,133
2,031,665

19,123,697
4,696,522

332,174
1,600,133
2,031,665

382,474
156,394
11,061

133,291
40,633

583,181
151,618
608,761
469,777

2,441
103,018

12,000
136,512
149,439
124,656

89,293
194,310

1
2
3
4
5
6
7
8
9

10
11
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

ACCT
NO.

Plant I n S`enf1be -
301 Organization Costs
302 Franchise Costs
303 Land & Land Rights
304 Structures 8: Improvement-Pumping
304.1 Structures 8: Improvements-Water Treatme
307 Wells 8: Springs
311 Electric Pumping Equipment
311.1 Pumping Equipment-Gas
320 Water Treatment Equipment
320.1 Water Treatment Plants
320.2 Solutions 8: Feeders
330 Distribution Reservoirs & Standpipes
330.1 Storage Tank
330.2 Pressure Tanks
331 Transmission & Distribution Mains
333 Services
333 Fire Taps
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant 8: Misc. Equip.
34-0 Office Furniture & Fixtures
340.1 Computer & Software
341 Transportation Equipment
342 Store Equipment
343 Tools & Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
345.1 Power Operated Equipment-Backhoe
346 Communications Equipment
347 Miscel.laneous Equipment
348 Other Tangible Plant

107,179
50,299

583,181
151,618
503,018
169,405

2,441
103,018
12,000

136,512
42,260
74,357

38,898
10,113

100,604
33,881

98
5,151
1,200
6,826
2,113
7,436

12,938 12,938

0.00%
0.00%
0.00%
3.33%
3.33%
3.33%

12.50%
12.50%
3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
5.00%
5.00%

10.00%
10.00%
10.00% 1,294

34 Subtotal General 41,337,126 $ 778,271 4-0,436,343 3 1,584,276

35
36

Compodte Mme
Contdbutions in Aid of Construction (CIAC)
Annordzadon of ConMbutions

3.92%
$
$

16,784,118
657,593

37
38
39

Staff Recommended Depreciation Expense
Cooperative Proposed Depredation Expense
Increase/ (Decrease) to Depreciation Expense

$

$

926,682
1,026,384

(99,702)

l



LINE
NO. DESCRIPTION

A uI]
STAFF

RECOMMENDED
STAFF

AS ADJUSTED

ll

Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31: 2014

Surrebuttal Schedule PNT-15

OPERATING INCOME ADJUSTMENT No. 9- PROPERTY TAXES

$ $

_$

$

$$

.8

3,541,415
2

7,642,831
3,541,415

10,621,246
3

3,541,415
2

7,082,831 $

3,541,415
2

7,682,831
4,019,415

11,102,246
3

8800349
2

7,401,497

849

$ $

46,755
_ - 7,354,742

18.00%
- -  "1,323,854
__12.35380%

$

46,755_
7036,076

18.00° /o_
566,494

12.35380%
T56,460
156,279 .

T81

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Multiplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10° /o of CWIP
Less: Net Book Value of Licensed Vehicles
Full Cash Value [Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 19)
Cooperative Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)
Property Tax - Staff Recoxmnended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement $

163,546
156,460

7,086

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement .
Increase in Property Tax Per Dollar Increase in RevenUe (Line 22 / Line 23)

$
$

7,086
478,000

1.482456° /o

REFERENCES:
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Cooperative Schedule C-1 Page 2
Line 21: Line 19 - Line 20
Line 23: Surrebuttal Schedule PNT~4

ill
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Cash Flow Analysis

Community Water Company of Green Valley

Docket No. W-02304A-15-0263

Test Year ended December 31, 2014

Surrebuttal Schedule PNT-16

Line

No.

[A]
Cozyfaerafive

Prcpoyed

[B]
Srqg?

Reromnzended

1 $ 4,231,930 $ 4,019,415

2,235,266
1,026,384

272,010

2,160,879
926,682
268,778

Operating Revenue:

Operating Expenses:

Operation and Maintenance

Depreciation

Property & Other Taxes
Income Tax

Total Operating Expense $ 3,533,660 35 3,356,339

Operating Income $ 698,270 $ 663,076

2

3

4

5

6

7

8

9

10

11

12

13

Annual Debt Payment 38 272,756 $ 272>756

Cash Flow : (L9JrL4~L11) 3; 1,451,898 $ 1,317,002

R€f€I€1'1C€S..

Column (A), Cooperative Schedule C-1
Column (B): Surrebuttal Schedule PNT-4
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Community Water Company of Gzeax Valley
Docket No. W-02_304A-15-0263
Test Year Ended December 31, 2014

Surrebumll Schedule PNT~17

Page 1 off

RATE DESIGNS

Monthly Usage Charge Present Rates
Cooperative

Proposer! Rates
Su f i

Recommended Rates

Meter Sin* (All Cl:ae=r:<I:
5 /8 x 3/4 Inch
3/4 Ind:
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch

Ccnsuucdon Water Meter

13.00
13.00
24.00
40.00
67.00

105.00
400.00
65000

1,000.00
According to Mme:

size changes listed above

s 16.64
16.64
3032
51.20
85.76

134.40
512.00
832.00

1,280.00
According to meter

size charges lisped :above

s 1470
20.00
30.80
51 .70
85.70

135.00
51200
832.00

1,za000
According to mere:

size charges listed above

s

Fire Sprinkler
Less than 6 inch
Less dun 8 inch
Less than 10 inch
Less than 12 ind

x 10.00
15.00
22.50
3375

s 10.00

15.00

22.50

33.75

10.00

15.00

22.50

33.75

Commodity Charge Pet 1,000 Gallons

WR" x 3/4" Meter fRn=:ir1enriqI)

First 3,000 pylons
3,001 to 10,000 gallons
Over 10,000 gallons

x
s
s

1.300
2.500
3.4"0

s
s
s

1.440
2780
3.800

s
s
s

1.400

2.790

3.820

.''» /4' Mplrr (T¥p9if1R1I1~i1Y\

First 3,000 gpilnns
3,001 no 10,000 gallons
Over 10,000 gallons

x
s
s

1.300

2.500

3.420

s
s
S

1.440

2.780

3.800

x
s
s

1.300

2.790

3820

9/R" *Ar 3 /4" Mvrfr fffrrmmfrrial » l'rR9idpnh=\1 and (`» r>mm¢-frinh

First10,000 pllcns
Over 10,000 gallons

s
s

2500
3420

s
s

2780
3.800

s
s

2.790
3.820

V4" Mp1r:r ((`n1'nrrv:rri=\! !fp.~:¥rir:nhnI and CnmwMnW

First 10,000 gallons
Over10,000 831lans

N/A
N/A

s
x

2.7B04

.800

s
s

2.790

3.830

1" Marr FAI! thw-4 errrnr rr» n4rnvt11rm\

Fin: 21,000gallons
Ova: 21,000 gallons

s
s

2.500
3.420

s
s

2.780
3.800

x
s

2.790
3.820

1 1 /7" Mtsrrrf All r1nq¢;4-4; mzrrpf "r>f\'4rr11f"tif&f1\

Fizzer 35,000 gallons

Over 35,000 gallons

x
s

2.500
3.420

s
s

1780
3.800

s
x

2.790
3.820

'Z" Nferrrf All r11v;¢¢~9pxrv-ntmn*:rmr1inn\

Est 63,000 gallons
Over 63,00093041:

s
s

2500
3 .420

s
s

2.780
3.800

s
5

2.790

3.820

'4  M

'°'1-,.. * Au

d 884
*Q

l""K?n
* 1 r

S mff. 10-
m

Firs: 143,000 gallons
Ow 143,000 gallons

s
s

2500

3.420

s
s

2780
3.800

s
x

2.790

3.820

4" M1-1111*(Ml rl=w"~: errpnt rw4m 1Him\

First 424,000 gallons
Ova: 424,000 gallons

s
s

2.500
3.420

s
s

2.780
3.800

x
s

2790
3.820

6" Meter MJ] ¢11 w<;en< ext:m_r r:on*ahug1irm\

Fits( 680,0008=U0"5
Over 680,000 gallons

s
s

2.500
3.420

s
x

2780
3.800

s
s

2.790
3.820

s.. M

**F1. 'A

IIrlV4

*S Pu

.. 1 r

rm
am

' N i
nm

m

r

Fim 1,050,000 gallons
Over 1,050,000 plums

s
s

2500

3.420

s
s

2.T80
3.800

s
s

2790
3.820

(,r» n<n-urtfim War gr (AH fnnrnr *:iz¢5)

Fust 1,050,000 glans
Over 1,050,000 gallons

s
s

2.500

3.420

s
s

2.780
3.800

s
s

2.790
3.820



Service Size
Total Present

Charge I  .

Proposed
Service Line

Proposed

Men:

Installation

Owrnv

Total Proposed

Ch

Recommended

Service Line

O1a.r_

Recommended
Meter Installation

1 .

Total
Recommended

G135 / 8  x  3 / 4  n m
3 /4  In c h
1 Inch
1  1 /2  In ch
2  Inch  Turb ine
2  Inch  Compound
3 Inch Turb ine
3 Inch Compound
4 Inch Turbine
4  Ind 'l  Compound
6  Indy Turbine
6  Inch Cnrnpound
8 Inch
10  Inch
1 2 Inch

x 600.00
670.00
810,00

1,075.00
1,875.00
2,720.00
2,715.00
3,710.00
3,227.00
5,315.00
5,976.00
9,130.00

cast
cos:
cost

x 445.00
445.00
495.00
550.00
830.00
830.00

1 ,0 4 5 0 0
1,165.00
1,490.00
1,670.00
2,210.00
2 ,3 3 0 0 0

cost
cost
cost

s 155.00
z25.00
315.00
525.00

1,045.00
1,890.00
1,670.00
2,545.00
1,737.00
3,645.00
3,766.00
6,920.00
cos!
COS(
cost

$ 600.00
670.00
810.00

1,075.00
1,875.00
2,720.00
2 ,71500
3 ,71000
3,227.00
5,315.00
5,976.00
9,250.00

cost
cost
Aus:

s 445.00
4 4 5 0 0
4 9 5 0 0
550.00
830.00
830.00

1,04s.00
1,165.00
1,490.00
1,670.00
2,z10.00
2,330.00

cost
co s t
COS(

s 155.00
225.00
315.00
525.00

1,045.00
1,890.00
1670 .00
2,545.00
1,737.00
3,645.00
3 3 6 0 0 0
6,920.00

cost
cost
cost

s 600.00
670.00
810.00

1,075.00
1,875.00
2,720.00
2,715.00
3,710.00
3,227.00
5,315.00
5 9 7 0 0 0
9,250.00

cost
cost
cost

4 \

Community Warn Company of Green Val ley
Docket No. W-02304A~15-0263
Test Year Ended December 31, 2014

Sunebunal Schedule PNT-17

Page 2 of 2

R A T E  D E S I G N S (  C o n t . )

s 25.00
3 5 0 0
25.00
35.00
35.00
50.00
20.00

s 25.00
35.00
2s.00
35.00
35.00
50.00
20.00

s 25.00
N/A
2500
N/A
N/A
N/A
20.00* * *

s 155.00
255.00
315.00
525.00

1,045.00
1,890.00
1,670.00
2,545.00
1,737.00
3,645.00
3,766900
6,920.00

Cost
Cost
Cost

6 . 0 0 %

s 155.00
255.00
315.00
525.00

1,045.00
1,890.00
1,670.00
1,545.00
1,737.00
3,645.00
3,766.00
6,920.00

x 155.00
255.00
315.00
525.00

1,045.00
1,890.00
1,670.00
2,545.00
1,737.00
3,645.00
3,766000
6 ,9 2 0 0 0

Cos:
Cost
Cost

6.00%
#my
* * *

4=*=4=

Othe r  Se rv ice  Charges
l8nabIi»shme\r
}8mb l ishm=\ t  (Af te r  Hours )
Recounecticn (Delinquent)
Reconnection (Delinquent) » After Hours
Call out charge (After hours/Saturday)
Cal! out charge (Sunday/Holidzy)
M e me :  my  ( If  co mm)
Dépos i r
Hydnn i  M e te r  Depos i t *  *

5 /8  x 3 /4  In d y
3 / 4  In c h
1 Inch
1  1 / 2  m m
2 Ind 'l  Turb ine
2  Inch  Compound
3 Inch Turb ine
3  In c h  c mn p mma
4 Inch Turb ine
4  Inch  Compound
6 inch Turb ine
6  Inch  Compound
8 Ind'A
10 Inch
12  Inch

Deposit Imezesr
Reeslablishmaxr (within 12 months)
Reesrablishman (within 12 months after hours)
NSF Gzeck
Meter Rexezd Gr Correct)
lane Payment Pcnzhy
Deferred Payment (R-012-409.G)
Moving meter Ar customer request (R~14-2-405(B))
Mete r  Tamper ing  Gorge
Meter  Box -  Cur  I/ac l :  Gian t :
Payment v ia  Visa Ourge Card
Ai r s : Service Guzzle
* Per Commission Rule A.A.C R»14~2-403lB)

Residential .. two times the average Bil. Ncwzesidemiai- two and one»ha1f thees the avenge Bil]
** Shall be rei imded mtirely upon return ofundanxzged meter.
* * *  Pe r  Commiss ion  Ru le  AAC R14-2 -403 (D)  .  M on ths  o f f th :  sys tan  t imes  d ie  mon th ly  min imum.
**** Cost up to 6%  service charge on bi] paid

2 5 0 0
10.00

1.5% per month
1.5%  per month

20.00
Co s t
Co s :

Co s t "  * a

N / A

25.00
1 0 0 0

1.5% per month
1.5% per month

20.00
Co s :
Cos t

§~ 4 »

N / A

Cost
Cost
Cost

6 .00%
* m
an*

25.00
10.00

1.5% per month
1.5% pa: month

20.00
Cos:
Cost

Costrxi#

40.00

In addition to the collection of regular rates, the util ity will collect from its customers a proportionate share of my
privilege, sales, use, and franchise tax. Pm commission n11c 14-2-4U9D(5).

Service and Meter Installation Charsts

I
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Community Water Company of Green Valley
Docket No. W-02304A-15-0263
Test Year Ended December 31, 2014

Surrebuttal Schedule PNT-18

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

_Cooperative Proposed Gallons

P]I€Sl'[1t

Rates

Proposed

Rates

Dollar

Increase

Percent

Increase

Average Usage 3,897 $ 19.14 $ 23.45 $ 431 22.52%

Median Usage 3,500 18.15 22.35 $ 4.20 23.14%

Staff Recommended

AVCI2gCUsage 3,897 $ 19.14 3 21,40 $ 2.26 11.81%

Median Usage 3,500 18,15 20.30 3 2.15 1182%

Present & Proposed Rates (\XGthout Taxes)

General Service 5/8 X 3/4-Inch Meter

Gallons

Cémsumpnon

Present

Rates

%

klcrease

%

Increase

13.00

14.30

15.60

16.90

19.40

21.90

24.40

26.90

29.40

31.90

34.40

37.82

41.24

44.66

48.08

51.50

54.92

58.34

61.76

65.18

68.60

85.70

102.80

119.90

137.00

154.10

171.20

256.70

342.20

$

Company

Proposed

Rates

16.64

18.08

19.52

20.96

23.74

26.52

29.30

32.08

34.86

37.64

40.42

44.22

48.02

51.82

55.62

59.42

63.22

67.02

70.82

74.62

78.42

97.42

116.42

135.42

154.42

173.42

192.42

287.42

382.42

§8.00% $

26.43%

25.13%

24.02%

22.37%

21.10%

20.08%

19.26%

18.57%

17.99%

17.50%

16.92%

16.44%

16.03%

15.68%

15.38%

15.11° /0

14.88%

14.67%

14.48%

14.31%

13.68%

13.25%

12.94%

12.72%

12.54%

12.39%

11.97%

11.75%

Staff

Recommended

Rates

14.70

16.10

17.50

18.90

21.69

24.48

27.27

30.06

32.85

35.64

38.43

42.25

46.07

49.89

53.71

57,53

61.35

65.17

68.99

72.81

76.63

95.73

114.83

133.93

153.03

172.13

191.23

286.73

382.23

13.08%

12.59%

12.18°/0

11.83%

11.80%

11.78%

11 .76%

11 .75%

11.73%

1172%

11.72%

11.71%

11 .71 %

11 .71%

11 .710/0

11 .71 %

11 .71 %

11 .71 %

11 .71%

11,71 %

11 .71 %

11 ,70%

11.70%

11.70%

11.70%

11.70%

11.70%

11 .70%

11.70%

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

10,000

11,000

12,000

13,000

14,000

15,000

16,000

17,000

18,000

19,000

20,000

25,000

50,000

35,000

40,000

45,000

50,000

75,000

100,000
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Surrebuttal Tesdmon /f Derron Carlson
Docket No. W-02304A-15-0263
Page 1

1 INTRODUCT I ON

2 Q. Please state your name and business address.

3 A. My name is Derron Carlson. My business address is 1200 West WaslNn8ton Street, Phoenix,

Arizona 85007.4

5

6 Q. Did you provide any direct testimony on behalf of Staff in this proceeding?

7 A. No, I did not.

8

9 Q. By whom are you employed and in what capacity?

10 A.

11

I am employed by the Utilities Division ("StafF') of the Arizona Corporation Commission

("ACC" or "Commission") aS a Public Utilities Analyst Manager.

12

13 Q. How long have you been employed vln'th the Utilities Division?

14 I have been employed with the Utilities Division since September of 1991.

15

16 Q. Please describe your educational background and professional experience.

17 A.

18

I hold a Bachelor of Arts degree in both Accounting and Business Management from

Nordieastern Illinois University in Chicago, Illinois.

19

20

21

22

23

24

I have participated in quite a number of seminars and workshops related to utility ratemaking,

cost of capital, income taxes, and similar issues. These have been sponsored by organizations

such as the National Association of Regulatory Utility Commissioners ("NARUC"), Duke

University, Florida State University, Michigan State University, New Mexico State University,

and various other organizations.

25

A.
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Surrebuttal Testimo; . )f Derron Carlson
Docket No. W~02304A-15-0263
Page 2

1 Q. Briefly describe your responsibilities as a Public Utilities Analyst Manager.

2 A.

3

4

5

6

7

In my capacity as a Public Utilities Analyst Manager, I supervise analysts who examine, verify,

and analyze utilities' statistical, Financial, and other information. These analysts write reports

and/or testimonies analyzing proposed mergers, acquisitions, asset sales, Financings, rate cases,

and other matters in which they make recommendations to the Commission. I prov ide

support and guidance along with reviewing and editing the work products. I also perform

analysis as needed on special projects.. Additionally, I provide expert testimony at formal

8 hearings. Finally, I assist Staff members during formal hearings and supervise responsive

9 testimonies, as needed, during the hearing process.

10

11 BACKGROUND

12 Q. Please descr ibe Communi ty  W ater  of  Green Val ley  ( "Con11:nuni ty Water" or

13

14 A.

15

16

17

"Cooperative")

Community Water is a member-owned, non-profit water utility located in Southern Arizona,

in unincorporated Pima County and the Town of Sahuarita. The Cooperative provided water

service to approidmately 12, 939 customers during the test year ended December 31, 2014.

The current rates for the Cooperative were approved in Decision No. 71478, dated February

18 3, 2010.

19

20 PURPOSE OF TESTIMONY

21 Q. What is the scope of your surrebuttal testimony in this case?

22 A.

23

I am presenting Staffs analysis and recommendation in the limited area of operating margin

and the Cooperative's associated cash reserves.

24
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Surrebuttal Tesdmor ,f Derron Carlson
Docket No. W-02304A-15-0263
Page 3

1 Q. Who else is providing Staff testimony and what areas/issues will they address?

2 A.

3

Staff witness Pham Tsar is presenting 'Staffs recommendations regarding rate base, operating

revenues and and rate design. Staff witness Jean Liu isexpenses, revenue requirement,

4 presenting Staffs recommendations regarding the engineering and technical analysis.

5

6 OPERATING MARGIN / CASH RESERVES

7 Q. Whatdid the Cooperative request for an operating margin?

8 A. The Cooperative requested a 16.50 percent operating margin.

9

10 Q. What is Staffs recommendation regarding the operating margin?

11 A. Sniff concurs with the Cooperative and recommends a 16.50 percent operating margin.

12

13 Q. If you concur on the level of operating margin, what is the problem?

14 A.

15

Staff Has a number of concerns about details of the Cooperative's intentions going-forward as

depicted in its direct and rebuttal testimonies Bled in the Cooperative's pending rate case.

16

17 Q. Please explain your concerns.

18

19

20

21

22

23

24

In the Cooperative witness Mr. Gabaldon's direct testimony, he lays out a strategy that includes

the intention to increase the operating margin percentage in each of the next three rate cases

so that the Cooperative wil l  be able to found all of  i ts future plant replacements and

improvements through the cash reserves that will build up dirough the increasing operating

margins. Aldiough Mr. Gabaldon also mentions that the Cooperative believes a long-tenn

debt level of 20 to 35 percent is a good balance, it appears that the Cooperative intends to use

little or no long-term debt to fund its future plant needs.

25

A.
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Surrebuttal Testimo. Jr Dacron Carlson
Docket No. W-02304A-15-0263
Page 4

l

1

2

3

4

5

6

Further, Cooperative witness Mr. Jones argues in his direct testimony, and on pages 9 through

11 of his rebuttal testimony, that it is a necessity that Community Water's customers be

expected to fund significant additional cash reserves for the Cooperative. Mr. Jones goes on

to request that to the extent the Commission accepts adjustments recommended by Staff that

would effectively reduce the Cooperative's ability to build up such cash reserves that the

operating margin used to establish rates in this case be increased above 16.50 percent in this

7 case.

8

9 Q. Why are these comments and requests on behalf of Community Water concerning tO

StaH?10

11 A.

12

13

14

Staff is concerned that the Cooperative will not seek to maintain a balanced capital structure

that would include more long-term debt (40 percent to 60 percent) instead of relying so heavily

on equity. Staff believes that cooperatives, like other public service entities, operate best, most

economically, and most financially sound by maintaining a balanced capital structure.

15

16

17

18

Further, and most important, the level of total capital should not be excessive. Or stated

another way, the level of total capitalization should be roughly equivalent to the level of rate

base required to provide safe and reliable service to ratepayers.

19

20 Q.

21

22

Isn't the fact that Communism Water is a member-owned cooperative, with arguably a

more limited access to equity infusions and a greater reliance upon the reinvestment

of earnings to fund capital expenditures, important factors for the Commission to

consider?23

24 A.

25

Yes, those are important considerations but only to a reasonable point. Even the rates charged

by a cooperative for its services can pas-s the point of being reasonable, and the Commission

l l
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Suxrebuttnl Tesdlnon f Derron Carlson
Docket No. W-02304A-15-0263
Page 5

1

2

must give considerations to both the financial health of the Cooperative and the interests of

its members.

3

4

5

Staff believes the Commission should be cautious and conservative in assessing Community

Water's required operating margin and that is why it believes that going above a 16.50 percent

operating margin would not be advisable in the current docket;

6

7 Q. Mr. Carlson, what matters of financial relevance exist that support Staffs view?

8 A. There are several identified factors that are relevant and support Staffs position. Those factors

9 include the following:

10

11

12

The Cooperative's projected year (12/31/2015) total capital, from Schedule A-3, is

aknost $13 million which far exceeds the Cooperative's rate base of approximately $7.7

13 million, shown on Schedule A»1 .

14

15

The Cooperative's current cash on hand balance was approximately $2.6 million as

seen on Schedule E-1.

16

17

18

19

20

21

Building even higher current cash reserve balances comes at the expense of higher

rates for current customers, and current customers should not be excessively burdened

with the responsibility of funding, or pre-funding, capital improvements that will be

used to serve future generations of customers. This can happen if unreasonably high

operating margins are used in order to achieve the goal of the building-up of cash

reserves so that the Cooperative can eventually pay cash for long-term infrastructure

22 additions.

23

24

25

Despite the arguments surrounding the unique financial needs of a cooperative public service

corporation, Staff believes that assuring intergenerational fairness to ratepayers should be an

26 ever present goal of this Commission.

ml
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Surrebuttal Testimo. of Dacron Carlson
Docket No. W-02304A-15-0263
Page 6

1 Q.

2

Mr. Carlson, is synchronization of the level of capital employed by a regulated utility

with the level of rate base of that utility a foundational consideration of setting rates

3 for public service corporations?

4 A. Yes, absolutely, and the Commission should not be persuaded to ignore this feature of

5 ratemaking fairness in the case of Cormnunity Water.

6

7 Q. Mr. Carlson, does this conclude your testimony?

8 A. Yes, it does.
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ADMITTED

ROSHKA DEVVULF 61 PATTEN, PLC
! ATTORNEYS AT LAW
,ONE ARIZONA CENTER
x 400 EAST VAN BUREN STREET
SUITE S00
PHOENIX, ARIZONA 85004
TELEVHONE no 602-256-6100
|=Acs 1m\LE 602-256-6800

May 20, 2014

By email and hand~delivery

Charles H. Hairs, Esq.
Legal Division
Arizona Water Company
1200 West Washington .
Phoenix, Arizona 85007

chczins@azcc. 86V
jliu@azcc.gov

Jean Liu
Utilities Division
Arizona Water Company
1200 West Washington
Phoenix, Arizona 85007

Re: Community Water Company of Green Valley's (CWCGV) Responses to
Staffs Sixth Set of Data Requests
Docket No. W-02304A-14~0041

Dear Messrs. Hairs and Liu:

Enclosed please find Community Water Company of Green Valley's Responses to
Staffs Sixth Set of Data Requests dated May 15, 2014.

fncerel

.~ason D. Gellman

IDS/da
End.
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1

COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S SIXTH SET
OF DATA REQUESTS DATED MAY 15, 2014

DGCKET NO. W-02304A-14-0041
Dated May 19, 2014

JL 6.2 Where are the generators located, and when were they installed?

Response: The Well 10 generator was installed in 2006 and is located at 1667 S. Abrego Dr.
Green Valley within the well-site boundaries.

The Well ll generator was installed in 2006 and is located at 18460 S. Celle
Valle Verde Green Valley within the well-site boundaries.

Respondent: John Meyer

2



1

a CUMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES T() STAFF'S SIXTH SET
OF DATA REQUESTS DATED MAY 15, 2014

DOCKET no. W-02304A-14-0041
Dated May 19, 2014

JL 6.3 Why were these generators installed and what if any were CWC's concerns when
the generators were installed? What impact on operating costs has CWC had since
the generators were installed?

Response: The generators were installed as emergency backup power to run two of the five
boosters at each well site, these boosters allow the Company access to the water
in the forebay holding tanks..

CWC's conoems included noise pollution, air pollution, fuel spills at well sites
and increases in operating costs (roughly $4,400/year).

Respondent: John Meyer

3



J

COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S SIXTH SET
OF DATA REQUESTS DATED MAY 15, 2014

DOCKET NO. W-02304A-14-0041
Dated May 19, 2014

JL 6.4 Can any of the existing generators be used in an emergency to run the well
pumps? If the answer is no, please give detailed reasons why not.

Response: The existing generators are inadequate for the running of the well pumps. The
wells require a minimum of a 500 kW generator. The generator at Well 10 is 250
kW and die generator at Well ll is 350 kw.

Respondent: John Meyer

4
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COMMISSIONERS
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TOM FORESE
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1. INTRQQUCTION.

Q. Please state your name and address.

My name is Gary Calvin Woodard. My work and mailing address is:

Montgomery & Associates, 1550 East Prince Road, Tucson, Arizona 85719

Q. On whose behalf are you testifying in the proceeding?

I am testifying on behalf of the Applicant, Community Water Company of Green Valley

("Community Water").

Q- With whom are you employed and in what capacity?

I am employed by Montgomery & Associates, a consulting firm that provides hydrologic and

water resources services to a wide range of clients, including municipal water providers, mines,

cities, utilities, developers, tribes, law firms, and conservation groups. My position is Senior

Water Policy and Economics Consultant.

Q. Please describe your professional background.
I began working for Montgomery & Associates in August 2012 as a Senior Consultant in the

areas of municipal water demand modeling, water conservation, litigation support, rate design,

and water policy and planning. My clients have included several municipal water departments,

wholesale water providers, private water companies, tribes, regulatory agencies, developers, and

conservation groups.
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Prior to joining Montgomery and Associates, I was employed by the University of Arizona for

over 30 years, beginning in 1982. I founded a policy analysis unit in the Business College,

served as Deputy Director and Acting Director of the Water Resources Research Center in the

College of Agriculture and Life Sciences, was Associate Director for Information Transfer,

Informal Education, and International Activities at the NSF Center for Sustainability of Semi-

Arid Hydrology and Riparian Areas, which was housed in the Engineering College, and led

Information Transfer and Outreach efforts at the College of Science. Each of these positions was

predominantly focused on water resource issues and challenges in Arizona, the Southwest U.S.,

and semi-arid regions globally.

A.

A.

A.

A.
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I also served on the board of the Universities Council on Water Resources and subsequently

sewed as its president, was appointed by Governor Symington to the board of the Santa Cruz

Water Authority and served as its founding chairman, and established the Water Conservation

Association of Southern Arizona (Water CASA), of which Community Water is a founding

member.

While at the University of Arizona, I also engaged in private consulting. I assisted in the

establishment of Metro Water and Ore Valley's water utility, and designed and reviewed rates for

several water providers. I also modeled water demand for new developments, provided litigation

support, and estimated the water needs of commercial enterprises. As part of a small

international team, I drafted significant portions of the Kingdom of Saudi Arabia's new National

Water Act.

I received a Bachelor of Science degree, majoring in chemistry and minoring in math, from the

University of Michigan-Dearborn in 1976. After working for two years as a research chemist at

the General Motors Tech Center, I returned to the University of Michigan, where I received both

a Juris Doctor in Law and a Masters of Public Policy in 1981. My resume is attached to my

Rebuttal Testimony as Exhibit GW-1.

Q- Have you previously testified before the Arizona Corporation Commission?

No.

Q. What is the purpose of your Rebuttal Testimony?
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To support Community Water's application for rate adjustments. Specifically, I will testify on:

(l) analysis of historical demand trends for single family residential customers for l() water

providers in Pima and Maricopa Counties, including Community Water, (2) updated and detailed

analysis of demand trends for Community Water customer classes, (3) the major factors causing

declining rates of demand, or usage, at Community Water and other municipal water providers,

(4) forecasts of demand for Community Water's residential customers through 2020, and (5) the

impacts of declining demand on municipal provider revenues and rates.

32
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11. HISTORICAL S1NGLE FAMILYR1;smE;~1T1AL_ PE_MAND TRENDS FOR AR1ZQNA_

MUNICIPAL pRovERs.

Q- Has your prior work given you any insights into municipal water demand trends for

Community Water and other Arizona providers? If so, describe.

Yes, I analyzed historic demand patterns for the single family residential (SFR) customer classes

of 10 municipal water providers in Pima and Maricopa Counties as part of two parallel studies.

The providers analyzed for the time period 2000-2013 were: (l) Community Water, Metro

Water, and Tucson Water in Pima County, and (2) municipal water departments for the cities of

Chandler, Gilbert, Glendale, Mesa, Peoria, Scottsdale, and Tempe in Maricopa County. Trend

analysis based on monthly data for the 14-year period was conducted on total annual demand per

SFR household sewed, as well as on indoor demand, total outdoor demand, and peak outdoor

demand. Annual data are shown in Exhibit GW -2.

Q~ What did the analysis reveal?
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The analysis showed that demand declined over the period studied for all 10 water providers, and

the declines were statistically highly significant for nine of the providers, including Community

Water. A "spaghetti plot" of the data in Exhibit GW-2 shows that the SFR demand rates did not

monotonically decline every year, as there were some year-to-year increases. However, there was

a strong downward trend for nine of the 10 providers. Average annual rates of decline were

calculated for each provider and for both counties. For Maricopa County, the average rate of

decline was 2. 12% per year, in Pima County, the average rate of decline was 2.29% per year, for

Community Water, it was 2.25% per year.

111. DISAGGR}8I_GA_]IED_DEMAND TREND ANALYSIS FOR COMMUNITY WAT_ER.25
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Q. Have you performed any additional analysis of Community Water's ratepayer demand for

the purposes of this rate case"

Yes, the time series analysis performed as part of the previous study of demand trends was

updated and broadened for this rate case. The time frame was extended ro between 2000

and20l5, and data on other ratepayer classes was added, including multi-family residential

(MFR) ratepayers, commercial ratepayers, and "other turf"'. Trends were analyzed for total

demand, SFR demand, and residential demand (both SFR and MFR). Assumptions about

3
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household size were revisited, and service area population was estimated for each year. Trends

were then analyzed for total per-capita demand and residential per capita demand. These data are

shown in Exhibit GW, which is attached to my testimony.

Q- What did this more detailed analysis of Community Water demand trends reveal?

A. The analysis revealed that total water deliveries by Community Water tracked closely with

population from 2000 until 2006, with both increasing at nearly the same rate. Aler 2006,

population growth leveled off while water demand declined rapidly. Demand peaked in 2006 at

2,745 AF and has declined steadily since, to 2,124 AF in 2015. This is slightly less than total

water deliveries in 2000, despite a 30% increase in service area population, from an estimated

19,292 in 2000 to 25,102 in 2015. This is shown in greater detail in Exhibit GW-3.

Q. Is this decrease in total water deliveries over the past decade despite continuing population

growth unusual"

No, it is typical. Tucson Water served the same amount of water in 2015 as it did in 1985,

despite a 66% increase in customers. Similar reductions in deliveries despite major increases in

customers and service area population have been observed for Metro Water, Phoenix Water,

Albuquerque-Bernalillo County Water Utility, Las Vegas Valley Water District, and elsewhere.

Q. What are the trends in per-customer and per-capita demand for Community Water"
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SFR and MFR customer accounts represent more than 90% of all Community Water accounts,

and residential demand is typically 75-80% of total demand. Residential per capita demand rates,

measured in gallons per capita per day, or gpcd, have been declining since the early 2000s. The

gpcd rates for residential demand have dropped an average of 2.6% per year between 2000 and

2015, they dropped an average of 3.4% between 2006 and 2015. Total per capita demand rates

have been declining rapidly from 2006, at an average rate of 3.7% per year (seeExhibit GW-3).

This accelerating rate of decline has been observed at most municipal water providers in Pima

and Maricopa Counties.
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IV. FACTO)_S OF MUNIC1PA.L.WATER DE_MAN])_

Q.

I

Have you reviewed the Direct Testimony of Commission Staff witness Phan Tsan as it

pertains to potential seasonal usage and rain-influenced variances in Community Water's

year-to-year water demand (page 7)" If so, can you comment on Staff's conclusion that the

decreases in Community Water's demand may be temporary?

Yes, l reviewed this testimony. It appears that Staff was considering significant declines in

Community Water's demand that occurred over a relatively short period of time. Until recently,

many municipal water planners have similarly concluded that declines in demand over a few

years could be the result of some combination of climate fluctuations (cool, wet weather

suppressing landscape irrigation), economic conditions (recession-caused cutbacks in overall

consumption), and other temporary factors. This led to the belief that demand levels might

"return to nonna". However, the steepness and duration of municipal demand being experienced

by providers in Arizona eventually led them to conclude that other factors were at work. This led

to the two studies involving Community Water and nine other municipal providers described

above.

Q. What is your specific response to the suggestion that, over the time frame for which they

had demand data, seasonal fluctuations in resident population and precipitation caused the

observed declines in demand?

Let me address the issue of seasonal demand first. Municipal providers in Arizona typically see

indoor demand peak in the months of December through March due to winter visitors, sometimes

referred to as "snow birds". Indoor demand typically is at a low in June and July, when few

tourists visit Arizona, schools are not in session, and many residents take vacations or occupy

second homes to avoid the summer heat. Community Water has a particularly large transient

population, as many retirees who purchase homes there keep their previous homes, located in

other states, for a number of years. Thus, Community Water and other retirement-oriented areas

see significant seasonality in indoor demand.

1

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

Q. What evidence is there for this seasonal indoor demand?

The best direct evidence is inflow to Pima County's Green Valley wastewater treatment plant.

Monthly data for the period January 2000 through May 2013 and a time series plot are shown in

Exhibit GW-4. Note that this plant services the entire Green Valley area,not just Community

A.

A.

A.
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Water's service area. The month of highest influent is almost always February, followed by

March and January. The month of lowest influent is usually June.

Q- Does this seasonality in residents and indoor demand explain, in whole or in part, the

observed declines in Community Water's demand"

No, it is irrelevant. What is observed, and is causing financial problems for Community Water,

are year-over-year declines in demand. The influent graph shows no change in the annual pattern

of influent. Because this wastewater plant serves the broader Green Valley area, any longer-term

trend would not reflect indoor demand by Community Water ratepayers. Rather, the data show

the seasonality of demand in a retirement-dominated community that includes Community Water.

Q~ What about the possibility that climate fluctuations, possibly in the form of greater than

average precipitation, have temporarily reduced demand by suppressing landscape

irrigation?

No, that is not possible. Green Valley, along with most of Arizona, has been in a long-term

drought. Also, precipitation is not the best indicator of climatic effects on outdoor demand.

Q. What is the preferred weather variable for modeling impacts of climate fluctuation on

outdoor demand?

A drought index is generally used, because it aggregates recent precipitation, temperature,

humidity and other relevant factors and compares them with long-term averages to generate a

number that indicates the magnitude and direction of deviation from long-term averages.

"Normal" conditions produce an index value of zero, while abnormally dry and drought

conditions produce negative values. The preferred index for determining impacts on urban

landscapes is the Palmer Z-index, developed to measure the short-term impact of climatic

fluctuations on irrigated crops.
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Q. What does the Z-index for Green Valley reveal about Community Water's outdoor demand

trends"

Data and a plot of the Z-index for Green Valley are provided in Exhibit GW»5. Because

landscape irrigation peaks in the months of May through September, the values shown represent

that period for each year. The plot confirms long-term drought conditions for the area, with an

average Z-index value of -0.68 over the period 2000-20]5. Note that the index is negative for 12

of the 16 years. Simple linear regression shows a modest deepening of the drought over this
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period. Therefore, it is not possible that Community Water's outdoor demand has been

temporarily suppressed by abnormally wet and cool weather.

Q- Does this mean the drought has had no impact on Community Water's demand?

It is impossible to be certain, but the long-tenn drought is believed to be one factor in an observed

trend of landscape conversions, away from turf-centric landscapes and towards more drought-

tolerant landscapes, often featuring native plants. These are commonly refereed to as xeriscapes.
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Q- What is the basis of your conclusion that landscape conversions have reduced outdoor

water demand in Community Water's service area"

As part of the Pima and Maricopa County water demand projects referred to above, dynamic

simulation models were built for Community Water and the other nine municipal providers, in

part to provide forecasts of demand for SFR customers out to 2020. One factor considered was

landscape conversions, particularly turf removal. Data from remote sensing reveal that turf is

being removed from the e>dsting housing stock, and that newer homes were far less likely to have

any turf. The trends were particularly pronounced in front yards, but also exist for backyards.

v. FORECAST DEMA_ND FOR COMMUNITY wA1E3..

Q. What other factors of demand were included in the SFR demand forecast model developed

for Community Water"
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In addition to turf removal, other factors of outdoor demand included in the forecast model

included: frequency and size of backyard swimming pools, use of pool covers, and incidence of

evaporative coolers. Indoor factors included the age and type of water-using appliances and

fixtures, including: showers and baths, toilets, clothes washers, and dishwasher and kitchen

faucet usage. Factors that affect both indoor and outdoor demand include the age, type, and value

of residences.

All these factors affect stocks of water-using appliances, fixtures, and landscape features, which

in tum determine amount of water per use. In addition, we considered the impact of various

socio-demographic factors on frequency and intensity of uses. These factors included persons per

household, age cohorts of household members, and seasonal residency.
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We also analyzed some triggers of change in households that impact water usage. These included

sale of an existing home to a new owner, houses being flipped and converted from owner-

occupied to rentals, and appliances, fixtures, and landscape features being replaced as they reach

the end of their useful lives.

Q. What does the forecasting model reveal about the causes of changes in demand over time"

The modeling efforts revealed that residential indoor demand for existing homes is being driven

down by replacement of older water-using appliances and fixtures by new, more water-efficient

ones. This is typically triggered either by the device reaching the end of its useful life, or by

replacement that occurs during kitchen and bath remodeling. Sales of a home to a new owner

frequently triggers remodeling.

Outdoor demand is declining as a result of turf removal, conversions of evaporative coolers to

refrigeration cooling, or air conditioning, and the waning popularity of backyard pools.

Both indoor and outdoor demand are reduced by addition of new, highly water-efficient

residences to the existing housing stock.

For Community Water in particular, demand has been driven down by replacement of older

appliances and fixtures, by turf removal, loss of evaporative coolers, and new, highly water-

efficient construction.

Based on this modeling effort and the resulting forecasts, what do you believe is the most

likely future trend in Community Water's demand"
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The dynamic simulation model forecasts continued reductions in Community Water's per-

household residential demand through 2020, and probably for several years beyond. There are no

plausible scenarios that would lead to an abrupt leveling off of demand, let alone any return to

previous demand levels. It should be noted that the model considered SFRs only, but the results

are generally applicable to MFR indoor demand. Together, these account for 75%-80% of

Community Water's total demand.
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VI. ;_1v1pAcTs oF DECLINHNQ DE1v1Anp on REYE8UES AND_RATES.

Q- Doesn't reduced demand create several types of benefits for providers, particularly in

water-scaree regions"

Yes, there are obvious benefits of using less water in a desert environment, and reducing costs for

pumping and treating water. But many of the benefits of reduced demand accrue to the utility

only if the decreases in demand are anticipated and reflected in long-term plans. Few municipal

water providers realized 15 to 20 years ago that the drops in per-capita demand they were

experiencing were the start of a long-term trend. Other factors, such as year-to-year weather

fluctuations and economic cycles were blamed. Also, regulatory agencies including Arizona

Department of Water Resources and Arizona Department of Environmental Quality promulgated

reporting rules and service requirements that essentially forced municipal water and wastewater

providers to assume constant demand rates for existing customers and total demand increasing

with service area population. in other words, demand was presumed to be tightly linked to

population. Under these conditions, decreasing demand can have negative consequences.

Q. Have you analyzed these other impacts of declining municipal water demand on utility

operations"

Yes. Fiscal impacts can include revenues dropping more than expenses, with conservation-

oriented rate structures making the problem worse, and budgeting uncertainties. Operational

issues include over-sized pipes leading to longer water age, particularly in winter. This can

require higher levels of disinfection and potentially higher levels of disinfectant byproducts.

Planning challenges include the optimal timing of capital improvements and acquisition of new

supplies, as well as the design and evaluation of water conservation programs.

Q. Are these potential impacts of dropping demand occurring for many municipal providers,

or are they mostly theoretical in nature?

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

The great mzgority of municipal providers across Arizona are experiencing at least some of these

impacts. Many providers are just coming to grips with the implications of continued declines in

total water demand. On the revenue issue, some recently decided to alter their rate structures,

reducing the number of tiers in their block rates, reducing the ratio of upper-tier commodity

charges to lower-tier charges, and increasing the percent of revenue generated by the fixed fee

portion of their rates.

9

A.

A.

A.
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Q- Doesn't decreasing demand reduce utility eosts'7

Yes, costs are reduced, but in almost all cases, utility revenues are reduced even more, resulting

in budgetary problems. Water provider expenses are mostly fixed, meaning they do not increase

or decrease with short-term changes in demand. Variable costs, which do drop with decreasing

demand, are primarily the costs of energy and chemicals. Based on numbers contained in

Schedule C-l prepared by Community Water witness Thomas J. Bourassa and submitted with the

Application on July 15, 2015, these costs are only about l5% of total costs. At the margin, they

appear to be even less, constituting about 6% of costs. Thus, when Community Water

experiences decreasing per-ratepayer demand, revenues drop considerably faster than costs.

Q. How would you characterize Community Water's current rate structure"

Community Water's current rate structure has a 3-step increasing block rate, with the commodity

charge nearly doubling from $1 .30/kgal for the first block to $2.50/kgal for the second block.

There is a big step up to the third block price as well, which is $3.42/kgal. Compared with other

rate structures in place in southeastern Arizona, I would characterize it as moderately aggressive.

I would also characterize the rates proposed by Community Water and counter-proposed by the

Commission as moderately aggressive. This type of increasing block rate structure exacerbates

the problem of revenue declines, because as ratepayers use less water, they drop into lower-rate

tiers.

VII. CQNQLUSIONS.

Q_ Please summarize your conclusions regarding declining demand and revenue.

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

My conclusions are as follows:

SFR demand, which is the largest customer class and demand component for most municipal

water providers, has been declining across Arizona and the U.S. for nearly two decades.

The primary causes are: increasingly water-efficient appliances and Fixtures, changing tastes

and preferences leading to less turf and swimming pools, new homes being far more water-

efficient than the existing housing stock, and the cumulative effect of decades of conservation

efforts.

For most local municipal water providers, per-capita demand has been dropping at a faster

rate than population has been growing, resulting in less water being served to more customers

over time.

•

A.

A.

A.
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1

2

3

4

5

6

7

8

9

10

11

Community Water has experienced such declines, with total water deliveries in 2015 slightly

below water deliveries in 2000, despite a 30% increase in service area population.

These decreases in demand are not due to seasonal population changes or climatic

fluctuations or other temporary factors.

A forecast model for Community Water's SFR ratepayers indicates that the manor factors

underlying decreases in demand are still in place, and demand will continue to decrease

through 2020 and probably well beyond.

Decreases in per-capita or per-household demand will lead to drops in revenue that greatly

exceed drops in operating costs.

Community Water's current rate structure, with its fairly aggressive increasing block rate

structure, is exacerbating this revenue problem.

l 1
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Woodard has served as
president of the National

Board of Directors.

Universities Council on Water

Resources. He was the first

chairman and founding board

member of the Santa Cruz
Valley Water o sir ct In

addition. he founded and

directed the Water

Conservation Alliance of

Southern Arizona.

Gary C. Woodard, LD.,

A member of M&A's Waler

Falicyéi Ecunurlilcs group, Gary

Woodard has had a long and

distinguished career in

academia and consulting. At

the University of Arizona. he

established a now Masters of

Engineering program and

taughtcourses on natural
resource economics, water

resource management, cost-

benefit analysis, water

demand modeling, and the

science of sustainability. His

capacity-building work with

TESCO has taken him to arid

lands across the Middle East

and North Africa.
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Awards & Distinctions

I 1996: Award for Excellence in Public Service, School of Renewable Natural
Resources, College of Agriculture, University of Arizona

• 1980-1981: Ford Foundation Fellow, Public Policy Studies, University of

I 1979:

l  2005:

Education

Key Areas of Expertise

Hydrology

Education & Public Service Award, Universities Council on Water
Resources

Certificate of Merit, Economics of Government Regulation, Michigan
Law School

U.S. Geological Survey's Shoemaker Award for Communications
Product Excellence (Web)

Michigan

2005:

B.S., Chemistry, University of Michigan (I976)
M.P.P., Public Policy, University of Michigan (1981)
J.D., Law, University of Michigan (1981)

Evaluation of municipal water quality impacts on end users

Analysis of water demand / quality needs for high-tech industry

Time-series and cross-sectional statistical and econometric analysis

Evaluation of the economic and social impacts of water loss on rural
communities

Design of demand-management strategies and municipal water rate
structures

Water right, storage credit, infrastructure, irrigation system, and water
company valuation

Municipal water demand modeling / forecasting

Conservation and demand management evaluation and design

M.P.P.

Three awards for technical communication,Southwest

Resumes
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Examined factors of water demand for semiconductor fabrication, identified
key trends and technology shifts in the manufacturing process, estimated
potential impacts on water demand

Water Demand Forecasting° High-tech Industry • Confidential Client

Modeled water demand at build-out, estimated ability to use different water

sources to meet seasonal demands, investigated potential to reduce potable

demand through use of advanced conservation technologies i . '..2 ,x "

Water Demand Forecasting and Evaluation of Conservation Potential • New
Commercial Development • Confidential Client

Examined factors of long-terrn declines in residential water demand, studied
triggers of water-conserving behavior in existing homes, investigated trends in
water efficiency in new homes, designed and supervised the construction of a

dynamic simulation model

Water Demand Forecasting • Residential Demand Trends Study Pima & Maricopa
County Providers & Regulators

Modeled water demand at build-out, estimated the seasonality of demand and

opportunities for effluent reuse, investigated trends in water-efficient fixtures,

appliances, and landscapes in new housing, developed a graphical model
dashboard to support scenario analysis 1

Waler Demand Analysis

Litigation Support • Large-scale, Mixed Development • Coyote Springs Investment

Project Experience - M&A

Academic Appointments ( University of Arizona)

Deputy and Acting Director, Water Resources Research Center

Director, Public Policy Unit, Division of Economic and
Business Research

2000-2005: Assistant Director for Knowledge Transfer, SAHRA

2010-2012: Associate Director for Knowledge Transfer, College of Science

2005-2010: Associate Director for Knowledge Transfer and International
Activities, Sustainability of semi-Arid Hydrology and Riparian Areas
(SAHRA)

1991-2000:

1982-1991 :

2012-present: Adjunct Faculty, Department of Hydrology and Water
Resources

E 5

E
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MONTGOMERY
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Participated in an assessment of alternatives for protecting Verde River water

supplies for humans and the environment, examined water supply and demand

characteristics for individual communities, projected impacts of development
and passive conservation on future demands, examined water conservation
options and their feasibility for specific communities

Project Experience - Other

Evaluated water supply alternatives and demand characteristics for a tourism-
based, economic development project, coordinated the design / implementation

of a spreadsheet-based model for water supply / reliability and budget planning,

designed a graphical dashboard interface for investigating and comparing
scenarios 851, ;§

Planning Alternatives • Verde River Watershed • The Nature Conservancy

Water Resource Plan • Grand Canyon West Project • Hualapai Tribe

Wat Foiicy 84 aiwrsirzg

Examined the municipal demand component of Central Arizona Project's

CAP:SAM supply and demand model, proposed options for enhancing the

model's ability to better capture impacts of polices, trends, and customer
preferences on residential and non-residential water demand .

Water Demand Forecasting Municipal Demand • Central Arizona Project

Designed, evaluated, and modified water rate structures to stabilize
revenues, encourage water conservation, and meet other needs the Town of

Estimated the value of water rights, water companies, wastewater
companies, and associated infrastructure for clients including the Federal
Bankruptcy Court, the Atchison, Topeka & Santa Fe Railway, Metro Water,
the Maricopa County Flood Control District, the City of Albuquerque, the
Community Water Company of Green Valley, two golf courses, various
water rights buyers and sellers, HUB Water, and the city of Nogales

Provided litigation support on various cases involving water issues for
clients who have included the Federal Bankruptcy Court, Maricopa County
Flood Control District, Lincoln Ranch Partners, and several law finns

Developed long-range municipal water-demand forecasts and conducted
demand-management analyses for municipal water customers and land
owners such as the Phoenix Water and Wastewater Department, San Diego
County Water District, Metro Water District, Tucson Water Department,
Colorado River Indian Tribes, and various planned communities

I;
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Designing ejective water rates in an era of declining demand

Woodard, G.C., 2015, Arizona Hydrological Society 2015 Symposium,

September 17, Phoenix, AZ

Improved estimates ofgroundwaler sustainability through municipal demand
modeling?

Woodard, G.C., T. Barley, M. Zivic, 2015, Biennial Conference, Groundwater
Resources Association of California, October 7, Sacramento, CA

Recent Presentations

Participated in G-WADI and ICIWaRlVI, two UNESCO-sponsored water
centers that support capacity-building efforts in developing arid and semi-
arid countries by improving analytical tools

Developed a new National Water Act for the Kingdom of Saudi Arabia,
served on international team that reviewed water strategy, analyzed
regulatory structures, and interviewed stakeholders, drafted sections on
water rights and ownership, water quality protection, water monitoring,
climate change impacts, water uses and regulation, and water pricing

Designed survey instruments, supervised data collection via mail, phone, or
Internet, and performed statistical analyses on household-level surveys of
water users to reveal demand patterns and trends for Tucson Water
Department, Phoenix Water Department, and Metro Water District

Modeled and evaluatedoptions for water supply firming for a planned
recreational development on tribal land

Evaluated water conservation measures and programs, drafted ordinances
for the City of Tucson, ADWR, City of Surprise, and Pima County

Organized and taught short courses for various professional groups on
topics such as water rights valuation, impacts of groundwater management
on development, and impacts of drought and climate change

Estimated direct, indirect and induced economic impacts of loss of water
and agricultural business on rural communities in La Paz County
(Arizona) and Lincoln, Nye, and White Pine Counties (Nevada)

Oro Valley, Community Water Company of Green Valley, Metro Water
District, and three private water companies

PAGE 4
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Long-term declines in municqnal water demand: Causes and consequences for
water providers

Woodard, G.C., 2015, Arizona City/County Managers Association, July 23,

Mara fa, AZ

Causes and consequences of deelining municipal demand: An unexpected water
resource challenge

Woodard, G.C., 2015, Universities Council on Water Resources, UCOWR /

NIWR / CUAHSI 2015 Conference, June 18, Henderson, NV

How low ear it go? Patterns andpredictionsfor residential water demand

Woodard, G.C., 2015, Arizona Water Annual Conference, May 8, Glendale,
AZ

Causes and Consequences of declining municipal water demand

Woodard, G.C., 2015, National Ground Water Association Brown Bag
Webinar, April 30

The surprising slide in domestic demand: Be careful what you wish for

Woodard, G.C., 20]5, University of Arizona Water Resources Research Center

seminar & webcast, March 11, Tucson, AZ

Dynamic simulation modeling of outdoor demand: Keyfaclors, trends, and
triggers

Woodard, G.C., 2015, Arizona State University Urban Water Demand

Roundtable, February 19, Tempe, AZ

Debate on water transactions: Should government regulate the sales and
exchanges of water or should there be agree market?

Woodard, G.C., 2015, Arizona Water Research Committee workshop, January
14, Tempe, AZ

~»

Changing Preferences, New Development, and Passive Conservation: What 's
Driving Down Domestic Demand?

Woodard, G.C., 2014, Arizona Water Conservation Professionals Infoshare,
December 9, Tucson, AZ

Patterns and trends in single fomily residential water demand: Impacts of
changing tastes, technologies, and demographics

Woodard, G.C., 2014, Arizona Hydrological Society annual symposium,
September 16, Prescott, AZ

PAGE 5
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Water policy challenges and solutions: Some lessons fifom Arizona

Woodard, G.C., 2008, workshop for the Fonnulating a Comprehensive Water
Act and its Implementing Regulation Project, October 25, Riyadh, Saudi Arabia

Increasing the value of cilizen science data: detecting and correcting QA/QC
problems

Woodard, G.C., and Rupprecht, C., 2009, American Geophysical Union annual
meeting, December, San Francisco, CA

Supporting domestic well owners trough Internet services and shared
information

Woodard, G.C., and Artiola, J., 2008, International Conference on Water

Scarcity, Global Changes and Groundwater Management Responses, UNESCO

conference, December, University of California, Irvine, CA

Understanding trends in residential water demand: Tools for improved
forecasting and planning

Woodard, G.C., 2013, American Water Resources Association meeting,

December 10, Albuquerque, NM

Sustainable groundwater use: Lessons of Omani Ajay

Woodard, G.C., 2012, What ancient methods of water management can teach

about addressing modem water challenges (symposium), April 20, Tucson, AZ

Assumptions, extrapolations, and outliers: Our dysfunctional dialogue over
water, environment, and tnefuture

Woodard, G.C., and Gan mage, Jr., G., 2013, keynote address for Arizona

Hydrological Society annual symposium, September 19, Tucson, AZ

Woodard, G.C., 2014, New Mexico Water Conservation Association meeting,
March 13, Albuquerque, NM

Prices, programs, preachments, ondpassive conservation: WhatS driving
down domestic demand?

Recalibrating our planning assumptions: Causes and consequences of
declining domestic demand

Woodard, G.C., 2014, Arizona Water Association annual conference, May 8,

Glendale, AZ

PAGE 6
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ICIWaRAl. An international knowledge transfer center for bridging theory and
practice

Woodard, G.C., Valdes, J., and Stakhiv, E., 2008,Universities Council on

Water Resources annual meeting, July 23, Duke University, Durham, NC

Web services for interagency data access and visualization: Lessons jrom the
Arizona Hydrologic Information System

Woodard, G.C., 2007, keynote address for the annual meeting of the Arizona

Geographic Information Council, August 8, Prescott, AZ

Accessing and visualizing well daiafor improved groundwater management

Woodard, G.C., and Jacobs K., 2007, Western Governors Associations

Meeting, Green Valley Ranch, December 7, Henderson, NV

Rainwater harvesting in the American Southwest: Perspectives on tools and
technologies for water sustainability

Woodard, G.C., 2006, UNESCO-sponsored workshop on water harvesting, G-
WADI program, ICARDA, November 20, Aleppo, Syria

Raising hydrologic literacy: A multi-facetea' approach to better-informed water
resources policy making

Woodard, G.C., 2006, invited seminar, National Drought Mitigation Center,

University of Nebraska, February 22, Lincoln, NE

Selected Publications

Water resources management under drought conditions

Woodard, G.C., Valdes, J.B., Gonzalez, J., and CaNon-Barriga, J., 2006,
Management of Natural Resources, Sustainable Development and Ecological

Hazards, WIT Press, WIT Transactions on Ecology and the Environment, v.99

Functioning of aging low-consumption toilets in Tucson: A follow-up with
rebate program participants

Woodard, G.C., and Henderson, J., 2000, final report to City of Phoenix Water
Services Department, Water Conservation Office, and the U.S. Bureau of
Reclamation, Phoenix Area Office, October

Water in the Tucson area: A status report

Woodard, G.C., Gent, J., Henderson, J., Seashores, K., and Tillman, B., 1999,
four-page color supplement, Sunday edition of the Arizona Daily Star, July I I
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Impacts on rural communities ofpurcnases of landfor transport of waler: La
Paz County, Arizona

Woodard, G.C., and Garcia, C.N., 1988, report to the Ford Foundation

The water transfer process in Arizona: Analysis of impacls and legislative
options

Woodard, G.C., and Checchio, E., 1988, April

The legalframeworkfor water transfers in Arizona

Woodard, G.C., and Checchio, E., 1989, Arizona Law Review, l3:4, December

Water transfers in Arizona

Woodard, G.C., and McCarthy, C., 1990, The Water Transfer Process as a
Management Option for Meeting Changing Water Demands (Volume II),

USGS final report, April

Socio-economic impacts of walerfarming on rural areas of origin in Arizona

Woodard, G.C., and Chama, A., 1990, American Journal of Agricultural

Economics, December

Impacts of ehanges in water quality and consumer responses in Tucson,
Arizona

Woodard, G.C., Eden, S., and Seasholes, K., 1993, Final report of a study

commissioned by the Arizona Daily Star, September

Field manual for water quality sampling / Manual De campo Para el mueslreo
De la calialaal del agua

Woodard, G.C., 1995, supported by ADEQ and EPA

The value of water

Woodard, G.C., Brown, F.L., Garcia, C.N., and Shoemaker, J.W., 1996, report
to the City of Albuquerque, January 15

Model outdoor water conservation ordinances for municipal providers

Woodard, G.C., Glendon, R., and Gold, D., 1997, for City of Surprise and

Arizona Department of Water Resources, November

Water in the Tucson area: Seeking sustainability

Woodard, G.C., Galt, J., Henderson, J., Seashores, K., and Tellman, B., 1999,

issues paper published by the University of Arizona Office of Research

Resumes
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Stale commissions for public utility regulation: A review of issues and options
for change

Woodard, G,C., 1983, final report to the Government Operations Committee,

Arizona Senate

March 2006: New York Times. Quoted on the front page regarding drought
impacts in the Southwest, participated in follow-up interviews with NBC
Nightly News, Fox News, several radio stations, the Christian Science Monitor,

and other print publications.

2009-2003: Quoted on water and air-quality issues in articles in various
magazines, including National Geographic, Science, Western Water, and New

Scientist (British), and on NPR

May 2008: Wired magazine interview, feature story on the water-energy nexus

December 2006: British Broadcast Corporation. Featured in a documentary on
climate-change impacts on the Southwest U.S.

1993-2013: Wrote guest columns and invited op-ed pieces for the Arizona
Daily Star, Arizona Republic, Tucson Citizen, Daily Territorial, other papers

Designing water rate structures lo promote conservation

Woodard, G.C., 1984, Hydrology and Water Resources in Arizona and the

Southwest, v.l4

Arizona water issues: Contrasting economic and legal perspectives

Woodard, G.C., and McNulty, M.F., 1984, Arizona Review, Third Quarter

Models of indoor and outdoor water demand for single-family residences in
Tucson, Arizona

A proposed modyicalion of Opaluch 's test of consumer price behavior:
Comment

Woodard, G.C., and Rasmussen, T., 1983, Hydrology and Water Resources in

Arizona and the Southwest, v, 13

Interviews & Guest Columns

Effects of weatner and climate on municipal water demand in Arizona

Woodard, G.C., and Horn, C., 1988, report to ADWR and Tucson Water

Woodard, G.C., and Chama, A.H., 1984, Land Economics, November

Resumes
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May 2004: Media briefing / panel discussion and Q&A for pre-screening of
The Day After Tomorrow (a climate-change disaster film), attended by reporters
and climate-change scientists

2002-2012: Media briefings for science reporters and broadcast meteorologists

on research and forecasts on drought, fire, monsoon science, and related topics

Online Media Authored/ Produced

Media Briefings

Desert Landscaping CD-ROM
Hydrology of Kartchner Cavers DVD
Arizona Wells web service
RainLog and RainMapper networks
HydroArchive site for sharing open-source, hydrology-related s011ware
Rainl-larvestHelp.org
WellOwnerHelp.org
Global Water News Watch web service
Water News Tracker subscription service
RainLog apps for Android and iPhone smart phones

PAGE 10
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GW-2. HISTORICAL TRENDS IN RESIDENTIAL DEMAND

FOR 10 MUNICIPAL PROVIDERS IN ARIZONA, 2000-2013

NUAL DE

Year

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

Chandler

144.21

147.35

153.39

147.03

151.05

150.93

156.51

150.68

148.00

142.80

131.38

133.49

130.96

130.62

Gilbert

159.30

162.01

163.71

156.82

151.67

148.40

142.66

153.83

144.40

145.05

137.83

141.93

132.23

134.11

AVERAG E AN

Glendale

161.15

155.37

160.32

150.46

150.04

144.99

132.74

137.74

125.45

122.94

115.77

113.09

115.39

106.64

Mesa

143.51

142.23

144.56

139.17

137.18

132.57

133.00

132.30

123.95

125.90

116.43

118.45

116.76

114.48

LIVERIES (legals/sFR custom

Peoria Scottsdale

141.01 199.50

134.50 196.19

142.32 204.51

135,50 194.72

131.92 183.53

119.89 204.52

121.65 208.24

112.60 217.83

119.56 201.69

118.44 203.29

110.69 190.53

111.36 198.93

112.36 204.06

109.93 183.62

mer/year)
Tempe CWGV

169.24 74.10

181.35 70.55

166.54 76.74

161.59 74.09

158.51 72.50

152.33 70.57

156.05 73.33

164.64 72.70

145.76 65.53

142.78 65.42

146.92 61.63

155.94 63.36

159.57 58.46

149.20 55.13

Metro

127.01

128.26

138.95

133.06

125.26

126.97

123.22

119.87

113.54

112.50

107.44

106.73

101.81

99.54

Tucson

148.98

144.55

150.43

144.54

141.02

136.80

133.06

130.98

125.62

128.32

118,87

116.07

112.09

250Average Annual%
Changes, SFRDemand

3
i Average Annual Deliveries (Kgals/sFR)

ZOO

150

®I!p" _,,,

1

Chandler

CWGV

Gilbert

Glendale

Mesa

Metro Water

Peoria

Scottsdale

Tempe

Tucson

Maricopa Co.

Pima Co.

-1.07

-2.25

-1.51

-3.26

-1.92

-2.21

-2.10

-0.11

-1.10

-2.34

-2.12

-2.29

100

50

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013I

Data for Community Water are plotted on the green line at bottom.
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Date

3

2.5

2

1.5

1

0.5

0

9/30/2002

10/31/2002

11/30/2002

12/31/2002

8/31/2000

9/30/2000

10/31/2000

11/30/2000

12/31/2000

1/31/2001

2/28/2001

3/31/2001

4/30/2001

5/31/2001

6/30/2001

7/31/2001

8/31/2001

9/30/2001

10/31/2001

11/30/2001

12/31/2001

1/31/2002

2/28/2002

3/31/2002

4/30/2002

5/31/2002

6/30/2002

7/31/2002

8/31/2002

1/31/2000

2/29/2000

3/31/2000

4/30/2000

5/31/2000

6/30/2000

7/31/2000

In fl uh rt

1.847

1.965

1.962

1.677

1.393

1.352

1.337

1.423

1.382

1,674

1.796

1.742

1.935

2.037

1.982

1.767

1.42

1.344

1.387

1.4

1.418

1.566

1.752

1.85

1.962

2.062

2.038

1.786

1.504

1.392

1.464

1.47

1.507

1.628

1.827

1.852

Month[y_Influent,L Green Valle_v_W§§Le_MIater Plant

GW-4. SEASONALITY OF INDOOR DEMAND IN GREEN VALLEY

GREEN

Date

10/31/2003

11/30/2003

12/31/2003

1/31/2004

2/29/2004

3/31/2004

4/30/2004

5/31/2004

6/30/2004

7/31/2004

8/31/2004

9/30/2004

10/31/2004

11/30/2004

12/31/2004

1/31/2005

2/28/2005

3/31/2005

4/30/2005

5/31/2005

6/30/2005

7/31/2005

8/31/2005

9/30/2005

10/31/2005

11/30/2005

12/31/2005

1/31/2003

2/28/2003

3/31/2003

4/30/2003

5/31/2003

6/30/2003

7/31/2003

8/31/2003

9/30/2003

FROM WASTEWATER INFLUENT RECORDS

VALLEY WASTEWATER

Inf! uh nt Date

2.02 1/31/2006

2.142 2/28/2006

2.1 3/31/2006

1.856 4/30/2006

1.568 5/31/2006

1.438 6/30/2006

1.5 7/31/2006

1.501 8/31/2006

1.551 9/30/2006

1.395 10/31/2006

0.776 11/30/2006

1.721 12/31/2006

1.829 1/31/2007

1.95 2/28/2007

1.881 3/31/2007

1.696 4/30/2007

1.406 5/31/2007

1.317 6/30/2007

1.38 7/31/2007

1.437 8/31/2007

1.482 9/30/2007

1.636 10/31/2007

1.802 11/30/2007

1.789 12/31/2007

1.939 1/31/2008

2.043 2/29/2008

2.01 3/31/2008

1.785 4/30/2008

1.525 5/31/2008

1.409 6/30/2008

1.437 7/31/2008

1.549 8/31/2008

1.507 9/30/2008

1.705 10/31/2008

1.862 11/30/2008

1.863 12/31/2008

IN FLUENT, JANUARY 2000

lnfl u e rt Date

2.013 1/31/2009

2.104 2/28/2009

2.105 3/31/2009

1.847 4/30/2009

1.559 5/31/2009

1.45 6/30/2009

1.568 7/31/2009

1.574 8/31/2009

1.634 9/30/2009

1.721 10/31/2009

1.89 11/30/2009

1.896 12/31/2009

2.063 1/31/2010

2.102 2/28/2010

2.076 3/31/2010

1872 4/30/2010

1.581 5/31/2010

1.414 6/30/2010

1.569 7/31/2010

1.604 8/31/2010

1.616 9/30/2010

1.726 10/31/2010

1.927 11/30/2010

1.956 12/31/2010

2.055 1/31/2011

2.18 2/28/2011

2.111 3/31/2011

1.846 4/30/2011

1.588 5/31/2011

1.42 6/30/2011

1.581 7/31/2011

1.575 8/31/2011

1.592 9/30/2011

1.707 10/31/2011

1.892 11/30/2011

1.918 12/31/2011

MAY 2013

Intl u e ht

2.056

2.163

2.09

1.879

1.56

1.449

1.521

1.5

1.542

1.743

1.976

1.966

2.155

2.21

2.188

1.95

1.629

1.499

1.647

1.621

1.601

1.743

1.952

1.955

2.118

2.216

2.118

1.914

1.634

1.495

1.552

1.586

1.637

1.72

1.928

1.992

Date

1/31/2012

2/29/2012

3/31/2012

4/30/2012

5/31/2012

6/30/2012

7/31/2012

8/31/2012

9/30/2012

10/31/2012

11/30/2012

12/31/2012

1/31/2013

2/28/2013

3/31/2013

4/30/2013

5/31/2013

Intl u e rt

2.054

2.17

2.13.

1.842

1.567

1.455

1.522

1.506

1.581

1.672

1.849

1.902

2.052

2.106
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1.904

1.463
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Palmer Z-index

Green Valley, AZ

May-Sep Averages

2000 -0.572

2001 0.96

2002 -0.698

2003 -1.174

2004 -1.562

2005 -0.938

2006 0.5

2007 -1.372

2008 0.1

2009 -1.876

2010 -0.844

2011 -0.866

2012 -0.732

2013 -1.37

2014 -0.63

2015 0.228

GW-5. SEASONALITY OF OUTDOOR DEMAND IN GREEN VALLEY

FROM DROUGHT RECORDS

2

1.5
Average Z-Index, May-September

Green Valley, AZ
8
8
8 1

0.5

0
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The index has averaged -0.68 for the period 2000-2015, and is below the long-term average value of 0 for
12 of the 16 irrigation seasons. Drought conditions have gradually intensified, as indicated by the slightly
negative slope of the regression line.
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1 1. INTRODUCTION.

2

3 Q. Please state your name and address.

4 A.

5

My name is Raul Francisco G. PiNa. My work and mailing address is CPE Consultants,

LLC, 3895 N. Business Center Drive, Suite 115, Tucson, AZ 85705.

6

7 Q. With whom are you employed and in what capacity?

8 A. I am the owner of CPE Consultants, LLC.

9

10 Q. Please describe your professional background?

11

12

13

14

I have practiced as a professional registrant consultant for over 35 years. I have attached

my resume as Exhibit RP-1, which provides a detailed description of my professional

background, including my education, training, certifications, experience, and other

qualifications. .

15

16 Q. On whose behalf are you providing Rebuttal Testimony in the proceeding?

17

18

I am providing testimony on behalf of Community Water Company of Green Valley, to

whom I will refer in my Rebuttal Testimony as the "Company".

19

20 Q- What is the purpose of your Rebuttal Testimony?

21

22

23

24

My Rebuttal Testimony is simply to present the professional reports I prepared addressing

Reservoir No. 5 and discussing the benefits of Reservoir No. 5 to the Company and its

customers. The testimony provided in response to the recommendation made iN the Direct

Testimony of Jian W. Liu that the Company's Reservoir No. 5 be treated as excess

25 capacity.

26

27

A.

A.

A.

1



1 11. EVALUATION OF RESERVOIR NO. 5.

2

3 A. Overview.

4

5 Q.

6

Is Reservoir No. 5 currently being used to provide water service to the Company

customers in your professional opinion?

7 A.

8

9

10

11

12

13

14

15

16

Yes. I have provided professional services to the Company related to the sizing and

construction of Reservoir No. 5, including the preparation of an Engineer's Reservoir

Selection Report ("Selection Report", attached as Exhibit RP-2 to my testimony) and the

Water Reservoir No. 5 Completion Report ("Completion Report", attached as Exhibit RP-3

to my testimony). Based on my knowledge of the Company's distribution system and the

planning and construction for Reservoir No. 5, as documented in these reports, it is my

opinion that Reservoir No. 5 is an essential part of the Company's distribution system, that

it is being used to provide water service, and that it provides numerous operational benefits

to the Company system, the Company and its customers. I do not agree that Reservoir No.

5 is "excess capacity" as suggested from Staffs engineering witness.

17

18 Q. Please summarize the Reservoir No. 5 project.

19

20

21

22

23

24

The Reservoir No. 5 prob act is a 2.0-million gallon above ground steel-tank water-storage

reservoir. It replaced Reservoir No. 2 that was located at the same location. Reservoir No.

5 was constructed at a higher water-operation elevation-level, matching the Company

Reservoirs No. 3 and No. 4. The contract to construct Reservoir No. 5 was awarded to

Smyth Industries in December of 2014. Construction of Reservoir No. 5 took place from

May through September 2015. On September 18, 2015, the Arizona Department of

25 Environmental Quality issued an Approval of Construction for Reservoir No. 5.

26 Construction was in compliance with regulatory requirements and specifications.

27

2

A.



1

2

Reservoir No. 5 was placed into service September 18, 2015. The project was completed

within the original authorized budget.

3

4 Q. What were the circumstances of your being retained to produce the Selection Report"

5 A.

6

7

I was retained to supplement and support the Financing Application filed by the Company

with the Arizona Corporation Commission ("ACC") in Docket No. W-02304A-14-0041

("Financing Application").

8

9 Q- What was the purpose of the Selection Report (Exhibit RH-2)'?

10 A.

11

12

I was asked to evaluate the relative need for Water Reservoir No. 2 and the possibility of

its replacement with a new reservoir (Reservoir No. 5). The scope included comparing the

cost and cost-effectiveness of a new reservoir with the option of acquiring a standby

13 generator for well production.

14

15 Q. What options were ultimately evaluated?

16 A.

17

The Selection Report considered four options :

Do nothing alternative•

18 Rehabilitation of Reservoir No. 2

19 • Construction of new Reservoir No. 5

20 • Providing standby generator

21

22 Q.

23

Please summarize you key findings, conclusions and recommendations presented in

the Selection Report.

24 A.

25

26

27

Our task, as presented in the Engineer's Reservoir Selection Report prepared for the

Company, was to determine the relative need for ResewoirNo. 2 and review replacement

alternatives, if a new reservoir was required. The following criteria were used to evaluate

the required storage requirements:

3



1 1.

2

3

4

5

6

7

8

9

10

11

Minimum Design. The minimum storage requirement is identified in ARS paragraph

R18-5-503.A, Storage Requirements, and supplemented with Arizona Department of

Environmental Quality ("ADEQ") Engineering Bulletin No. 10, Guidelines for the

Construction of Water Systems (May 1978). In brief, the available storage should

provide for the average daily demand during the peak month of the year, and in

addition the tire flow requirement for the community served (Demand in Average Day

in Peak Month plus Fire Flow Requirements). In the Company's case, the minimum

storage requirement is 3.04 million gallons. A qualifier to this requirement, as stated in

ARS paragraph Rl8-5-503.B, is that the minimum storage allowance may be allowed a

reduction equal to the rated production of its largest well, if the provider operates

multiple wells in its system.

12

13 Additional Design Recommendation. In addition to the above minimum requirement,

14

15

16

we also used the more recent recommendation from HDR Engineering's Handbook of

Public Water Systems, 2nd Edition, dated March 2001 (HDR handbook), which is that

the available storage also be equal to 48-hours of the provider average daily demand

17 flow. In the Company's case, this is 4.44 million gallons.

18

19 B. Kev Factors for Consideration.

20

21

22

23

24

In detennining which standard to use, our reasoning is that the Company should operate a

system that meets or exceeds the ADEQ minimum requirement, and should adhere to

current recommended standards if they can be met physically and in a financially

responsible manner. Accordingly, we considered the following additional items:

25

26

27

4

2.



1

2

3

The Company is a relatively small water system where redundancy is important since,

unlike with larger municipal providers, they cannot afford the means to transfer storage

from one service area to another.

4

5 2.

6

7

8

9

10

For the most part, the Colnpany's production wells are located adjacent to the Santa

Cruz River, so they are subject to emergencies of the type that can easily take wells out

of service, as in the case of a flood impacting the well sites or causing power outages.

Therefore, the Company's emergency storage needs to be highly reliable, such as with

gravity storage, or the storage system needs emergency generators dedicated to it,

exclusively.

11

12 3.

13

14

The average age of the population in the Company service area is seventy-two (72)

years old, so it is critical for the Company to provide a superior rather than adequate

emergency response to its community.

15

16 c. Findings.

17

18

19

20

21

22

23

24

25

The available storage indicated in the ACC Utility Engineer's Report is the rated capacity

for the reservoir tanks, and does not consider the operational levels in the storage tanks nor

dead storage. The operational level determines the actual available storage in each

reservoir tank, and is defined as storage between the low water level when the pumps tum

on to fill the reservoir, and the high water level when the pumps tum off, Dead storage is

the amount of water not realistically available in a reservoir, based on piping

configurations, or other factors. The tank rated capacity volume includes all of the above

volumes, including dead storage.

26

27

1.

5



1

2

3

4

5

Currently, the Company has replaced the l-million gallon Reservoir No. 2 with a new 2-

million gallon Reservoir No. 5. The statement from the ACC Utilities Engineer, that the

Company has a storage capacity of 6.6 million gallons is not accurate when you consider

operating levels and actual available storage versus dead storage. The existing available

storage for the Company is 4.7 million gallons, as shown in Exhibit RP-4.

6

7

8

9

10

11

12

13

Last, the ACC Utilities Engineer implies that because it operates multiple wells in its

system, the Company can further reduce the required storage volume. The Company's

production wells are all located adjacent to the Santa Cruz River and none of the wells are

equipped with standby generators. In case of a major emergency, which could be a flood

event in the river, the Company could potentially loose its power supply and all of the

production wells would be incapacitated. It is for this reason that the required storage

capacity is limited to what is available in the water reservoirs.

14

15 D. Need for Reservoir No. 2.

16

17 Q.

18

Would the Company be in compliance with ADEQ standards if Reservoir No. 2 were

simply decommissioned?

19 A. No. The Company total available storage with Reservoir No. 2 in service was 3.2 million

20

21

22

gallons at low level and 3.8 million gallons at operating level. The available storage at low

level would have been reduced to 2.6 million gallons and at the operating level to 3.2

million gallons.

23

2 4 Q. Would the Company be in compliance with ADEQ standards if Reservoir No. 2 were

25 not replaced?

26

27

No. The Company would fall below the minimum requirement of 3.04 million gallons at

low-level storage, and at operating level its available storage would have been 3.2 million

A.

6



1

2

3

4

gallons, which is near the minimum storage requirement. Therefore, we recommended in

our Engineer's Reservoir Selection Report to replace Reservoir No. 2 or provide a standby

generator for one of the production wells, so that the Company could at all times meet the

minimum required storage requirement.

5

6 E. Selection of a New Reservoir No. 5.

7

8 Q. Based on your evaluation did you make a recommendation regarding Reservoir No.

9 5?

10 Yes. The existing Reservoir No. 2 was decommissioned and a new Reservoir No. 5 was

11

12

13

14

recommended. The Engineer's Selection Report evaluated the cost of rehabilitating the

existing Reservoir No. 2, the cost of providing standby power if Reservoir No. 2 was

decommissioned, and the cost of replacing Reservoir No. 2 with a l-million gallon

reservoir or with a 2-million gallon reservoir.

15

16 Q. What were your recommendations?

17

18

19

20

21

Our report provided the following recommendations:

1. Rehabilitation of Reservoir No. 2 was not practical, since it is an older type reservoir

(hypalon tank) that would be more expensive to repair and maintain than building a

new reservoir. Also, because of the design of Reservoir No. 2, it was more vulnerable

to water quality problems.

22

23 2. The cost of providing standby generators at one of the large capacity production wells

24

25

was more expensive than a new reservoir for replacement of Reservoir No. 2 and

required long-term costs for maintenance and replacement.

26

27

A.

A.
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1 3.

2

3

4

5

The difference in cost between a l-million gallon steel reservoir and a 2-million gallon

steel reservoir was nominal, adding approximately 20 percent to the base cost. Thus,

purchasing a 2~million gallon reservoir would allow the Company to meet the

minimum required storage and the more current recommended storage of 48-hours of

average daily demand flow, as presented in the HDR handbook.

6

7

8

More specifics details can be found in the Engineer's Reservoir Selection Report, prepared

for the Company, by CPE Consultants, LLC., and referenced above. (Exhibit RP-2)

9

10 Q. What was the purpose of the Completion Report (Exhibit RP-3)?

11

12

13

The report is intended to inborn the ACC about the successful completion of the new

Reservoir No. 5, replacement of Reservoir No. 2, and of achieving the benefits outlined by

the Company in the Financing Application approved by the ACC.

14

15 Q- What are the benefits of the new Reservoir No. 5 to the Company and its customers?

16

17

The benefits of acquiring a new steel tank reservoir to replace the existing Reservoir No, 2,

as identified in the Engineer's Reservoir Selection Report, are:

18

19

20

a) full compliance with the more conservative recommended storage capacity, even if any

of the other the Company reservoirs are brought off-line for repairs or maintenance,

b) lower maintenance costs and less time of interrupted service for maintenance activities

21

22

23

24

25

26

than the other alternatives,

c) lower risk for contingencies and repairs than a generator, since reservoir storage is

always at hand and not awaiting activation in case of an emergency,

d) the larger 2-million gallon steel tank reservoir matches the capacity of Reservoir No. 4,

which allows for minimal adverse impact to storage, should the latter reservoir be

brought off-line for repairs or maintenance,

27

A.

A.

8



1 e) constructing a new reservoir that equalizes its operating level with that of Reservoir

2 No. 3 and Reservoir No. 4 simplifies the interconnectivity of the system and reduces

3

4 f>

5

6

7

pumping cost for routine filling of reservoirs,

having system storage capacity at recommended levels rather than minimum required

levels addresses concerns about service to the vulnerable population in the Company

service area, since they are mostly retired senior citizens,

g) significantly lower vulnerability to vandalism than the other alternatives.

8

9 111. STORAGE STANDARD USED TO EVALUATE RESERVOIR NO. 5.

10

11 Q. What is the storage standard utilized in the Selection Report and Completion

12 Report?

13

14

My reports utilize a 48-hour average demand as the recommended level of storage for the

Company system.

15

16 Q. What is the source of this recommendation"

17

18

19

The main source reference utilized is HDR Engineering's Handbook of Public Water

Systems, 2nd Edition, dated March 2001. Document excerpts applicable to the current

discussion are attached as Exhibit RP-5 .

20

21 Q- Why not use the minimum storage capacity as outlined in A.A.C R18-503?

22

23

24

25

26

27

As explained in the Completion Report, my professional opinion is that the more

conservative 48-hour average demand standard is more appropriate. After consideration of

the technical design references noted above and the particular characteristics of the

Company's customer profile, noting the fact that the Company served population is almost

entirely made up of retired senior citizens that are extremely vulnerable to interruptions or

disruption of water service. In my professional opinion, using minimum standards as the

9

|

A.

A.

A.



1

2

3

storage standard for the Company would be inappropriate and would leave the water

system and the Company's customers with inadequate protection from water service

interruption.

4

5 IV. SUMMARY OF POSITION.

6

7 Q- Please summarize your conclusions regarding the Company's Reservoir No. 5.

8

9

10

11

12

13

14

15

16

17

18

19

20

Reservoir No. 5 was planned and constructed using 48-hour average demand as the

recommend level of storage for the Company System. The 48-hour standard is a more

conservative approach than using minimum standards contained in the Arizona

Administrative Code, but appropriate protection for the Company and its vulnerable

population of retired senior citizens. Reservoir No. 5 was placed into service in September

of 2015 and is currently used in the provision of service to the Company customers. In

addition to enabling the Company to meet its recommended level of storage, Reservoir No.

5 provides numerous operational benefits, including lower operational costs, lower

maintenance costs, reduced potential for interruption of service, lower risk, operational

flexibility during tank maintenance, and equalized operation levels between reservoirs,

Given the benefits to customers and significant operational benefits, it is my professional

opinion that Reservoir No. 5 is a valuable and useful asset for the provision of reliable

service to the customers of the Company.

21

Q- Does this conclude your Rebuttal Testimony?22

23 A. Yes

24

25

26

27

A.

10
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" x , - Raul PiNa is the Project Manager, responsible for directing the multi-discipline
consultant team planning, designing and obtaining the permits for construction and operation of a water
delivery system capable of recharging 7,000 acre-feet per year of CAP water into the Santa Cruz River Aquifer, in
Pima County, Arizona. Project requires the design and construction of a 9.6-mile long, 36" DIP water delivery
system and a 30-acre recharge basin facility that will also provide natural habitat for perennial migrating
shorebirds, the project also features a bridge crossing and a booster pump station. Once the construction
permits are secured, Raul Pima will direct the oversight and management of the construction effort. Permits to
be obtained include an Underground Storage Facility (USF) permit from ADWR, construction and grading permits
from the Town of Sahuarita, a floodplain use permit that requires concurrence from FEMA, connection permits
from CAWCD for CAP water delivery and use, right-of-way permits from ADOT and the Town of Sahuarita, and
negotiations with the local electric util ity for energy to operate the booster station equipment. Project
construction budget is $25M.

Recent Project Experience:

Summary r>fP1*Qi§:ct Experience

From the beginning, Mr. PiNa has been involved in the management of multi-discipline projects that have
included complex development issues, mixed-use commercial and residential hubs, and the establishment and
oversight of municipal engineering departments for several Arizona cities and towns. In particular, Mr. Pisa has
cultivated a solid knowledge of land development regulations and infrastructure specifications and standards in
Pima, Pinal and Santa Cruz Counties, Arizona State agencies, US-Mexico Border Region agencies, the twin cities
of Nogales, Arizona, and Nogales, Sonora.

Raul PiNa has been a professional Civil Engineer consultant for over 30 years and is the Principal of his own
consultant firm. He established his first company in 1984, joined by one partner and two employees. Over the
years, this company grew to 125 persons, becoming one of the largest firms in Southern Arizona. Consultant
services were provided to municipal and private clients in the areas of land development, planning, engineering,
surveying, architecture, landscape architecture and construction oversight. With offices in Tucson, Phoenix,
Nogales and Willcox, Arizona, Mr. PiNa has serviced communities throughout Southern Arizona. After selling the
original professional services firm to an international consultant, Mr. Pima returned his attention to the local
market in Tucson and, in 2003, started a new land development and project management consultant firm, CPE
Consultants.

Professional Registration
1983/Civil Engineer/AZ No. 15606
1984/Land Surveyor/AZ No. 16587

Professional Experience

Educat ion
B.S.C.E., 1978, Civil 84 Sanitary Engineering, The University of Arizona
Continuing Education, 1979, Soil Mechanics & Foundation Analysis
Continuing Education, 1982, Hydraulics, Erosion Control/Highway Drawing

CONSU LTANTS
» 5 6

Raul F l'iFm, PE.. R.L.S.
l'RIX\'ll'\l.
34



=: °  . if' .Tr 5,2 gt, ' ;<i",",2 it i i ;  . . 'T "."f;,
.. . As the Prime Consultant Manager, Mr. PiNa was responsible for the preparation of

construction documents (plans, specifications, and cost estimate, PS&E) for a new two-lane rural roadway 3,700
feet in length, connecting Interstate Highway 19 to Pendleton Drive, including improvements to the existing
interchange connection, construction of an 820-foot bridge crossing, and improvements to an existing railroad
crossing. As part of this project, a Design Concept Report (DCR) for a connector road from the 1-19 Palo Parado
Traffic Interchange to Pendleton Road including a bridge across the Santa Cruz River and an at-grade crossing of
the Union Pacific Railroad (UPRR). One major challenge in this project was to design an all-weather crossing
across the Santa Cruz River with 100 year flows in excess of 47,000 cos, while minimizing the impact to the
pristine and weft-established vegetation in an existing native wetlands environment. Services included
environmental permitting, hydrology/ hydraulics, structural bridge design, civil and drainage design, landscape
architecture, surveying and mapping, right of way, traffic engineering, Geotechnical engineering, and public
outreach and public meetings. The project was designed to meet Arizona Department of Transportation's Local
Government Section Project Manual and Project Development process, in order to meet Federal Aid Standards
and funding requirements. Construction of the project was completed in March 2013, and its construction cost
was $7 million.

Raul pima was the Principal Project Manager, in charge of a multi-
discipline team that was conformed to locate and conduct the necessary feasibility studies for a site in a remote
location in Pinal County, suitable for development as a landfill. Mr. PiNa met and negotiated the various issues
important to the Arizona Department of Environmental Quality (ADEQ), representatives from Penal and Pima
Counties, and numerous other agencies and stakeholders within the landfill service area that included Arizona
City, Picacho Peak, Oro Valley, Union Pacific Railroad (UPRR), and regulatory agencies such as the Arizona
Department of Transportation (ADOT) and the Arizona State Land Department (ASLD). Under Mr. Pisa's
direction, the consultant team successfully negotiated and obtained a Comprehensive Plan Amendment that was
approved by Pinal County in 2008, and Rezoning of the master parcel and grant of its Industrial Use Permit were
achieved in 2009. Mr. PiNa continued on to manage the landfill design team that prepared construction
documents and secured operating permits for the proposed new regional municipal landfill. Mr. PiNa worked
closely with ADEQ, the Arizona State Land Department (ASLD), and with Pinal County representatives for
approval of the project construction documents and negotiation of special land development conditions.; with
the Bureau of Land Management (BLM) for the conveyance of mineral rights on site; and with the U.S. Army
Corps of Engineers (USACOE) for approval a Sec 404 CWA jurisdictional delineation report. Construction permits
for this project were secured from all of the various agencies and jurisdictions in time to begin project
construction in July of 2014, at which time Mr. PiNa assumed the duties and responsibilities for Construction
Administration of the project, with construction completed in March of 2015, when the landfill first opened for
service. The Project construction cost was S10M.

(Recent Project Experience continued)
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- Raul PiNa was in charge of the multi-discipline consultant team that provided professional planning and
engineering services for development of a 103-acre parcel located south of Cortaro Farms Road and east of
Interstate Highway 10 (l~10), in the Town Of Mara fa, Arizona. The project consisted of a balanced, mixed-use
development with 60 acres of R-6 single-family residential units (6,000 square-foot lots), 34 acres of R-16 single-
family residential units (16,000 square-foot lots), and two neighborhood commercial (NC) retail nodes. The site
also accommodates approximately 40 acres of open space, which 32,000 square feet dedicated for active
recreation and perimeter landscape buffer yards. The project also involved revisiting PS&E documents and
reports prepared by a different consultant for Pima County for the arterial abutting the proposed subdivision,
Cortaro Farms Road, with the purpose of reducing the roadway features for a more cost effective project, such
as reducing the number of signalized intersections and lowering the final roadway profile, the project design also
incorporated several of the design parameters from Pima County's Environmentally Sensitive Roadway Design
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, As
City Engineer for several cities in Southern Arizona, Raul PiNa has worked closely with ADOT and other Arizona
agencies, providing the general liaison services that promoted open interaction and the free exchange of
information between related public agencies on both sides of the US-México International Border, on issues as
varied as transportation needs, road and railroad infrastructure, wastewater and drainage. Typical day-to-day
responsibilities included solicitation, negotiation and contracting of engineering consultants, and compliance
review of all plans for private commercial development, subdivisions, roadway improvements, and water, sewer,
and drainage improvements. Engineering services also included surveying and design of public roadway
improvements, construction staking for public improvements, and attendance at public meetings (i.e. Town
Council and Planning & Zoning Commission meetings).

Raul Pisa was Project Manager for the planning, permitting, and design of this regional
detention basin that provides flood control for the Tucson Downtown District, and also accommodates the
Cherry Avenue Baseball/Soccer Field and several shorebird habitat ephemeral ponds in the urban center of the
Tucson Metropolitan Area. Two initial project phases were completed in 1996 and 2010 at a cost of $33M, the
overall project construction budget was $72M.

» . _i z ,* , » ,z;. . - Raul Pisa was Project Manager for the
planning, permitting, and design of this recharge basin renovation project, that involved rehabilitation and
planting in a 50-acre barren regional detention basin, to accommodate a 141-acre wetlands and shorebird
habitat. The modified detention basis also harvests regional stormwater runoff that is used for irrigation of a 32-
acre, professional major league baseball stadium and practice fields, in south central Tucson, Arizona. The
project was completed in 2001 and its construction budget was Slllvl.

;.it~ 1 x; : ; y  * , ""x : "tae Raul PiNa was lead
Design Engineer and Project Manager for the planning, rezoning, permitting, platting and infrastructure design
for this 1,200-acre master plat that includes 15 residential subdivisions and a PGA professional golf course. Raul
PiNa was the Principal responsible to the Owner/Developer, Starr Pass Properties, throughout the 18-year
platting to construction effort for this residential land development project. The project was completed in 2010,
with an infrastructure construction budget is estimated at sodoM.

Guidelines. Ultimately, this project upgraded an existing rural road to an urban road, constructing it over
existing utilities, matching existing cross drainage patterns and matching existing grades at adjacent businesses
and homes, while addressing the increased traffic concerns. Close coordination was maintained all stakeholders
including the Town of Mara fa, ADOT, U.S. Corps of Engineers, Pima County, Union Pacific Railroad, utility
companies and local residents and business owners, the end result was a safe and efficient roadway project and
an attractive land development project. Project construction cost was $11 million.

Prior Project Experience:

g*

¢
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Professional Affiliations
President, Minority Professional Consultant Association (MPCASA), 1986
Board Member, Arizona Consulting Engineers Association, 1988-1994
Chairman, City of Tucson Minority & Woman-Owned Business Enterprise Commission, 1989
Treasurer, Hispanic Chamber of Commerce, 1990
Board Member, La Frontera Mental Health Clinic, 1990-1999
President, Arizona Consulting Engineers Association, 1993~1994
National Director, Arizona Consulting Engineers Association, 1994-1997
Board Member, City of Tucson Bond Committee (S260 million Infrastructure Bonds), 1994



Board Member, Pima County Air Quality Review Committee, 1994
Board Member, 4*h R Program, Tucson Unified School District, 1994-present

Treasurer, La Frontera Mental Health Clinic, 1996-1997
Board Member, International Committee, American Consulting Engineers Council, 1996-2000
Board Member, Pima County Citizens for a Better Community (S712 million Transportation Bonds), 1997
Chairperson, Pima County Citizens for a Better Community ($712 million Transportation Bonds), 1997
Board Member, St. Augustine High School, 2007
Member, Town of Marina Utility Commission, 2007

Awards
Young Engineer of the Year, Arizona Society of Professional Engineers, 1991
Man of the Year, Tucson Utilities Contractors Association, 1998
Engineer of the Year, Arizona Society of Professional Engineers, Southern Chapter, 1998
Outstanding Engineer of the Year, Arizona Society of Professional Engineers, 1998
American Consulting Engineers Council, National Community Service Award, 1999
LULAC Community Service Award, 2002
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Community Water Company of Green Valley
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1. INTRODUCTION

Community Water Company of Green Valley (CWC) is  a  municipal water provider in southern
Arizona.  It  primarily serves  the communities  of Green Valley and the Town of Sahuarita ,  both
communities are in southeastern Pima County, Arizona (see Figure 1, Location Map). According
to official records on file in the Arizona Corporation Commission (ACC), its service area is about
9.44 square miles or 6,000 acres, and it provides water to nearly 13,000 connections/customers (see
Figure 2,  Service Area Map).  The CWC "Annual Water Withdrawal Report" to ADWR informs
that a total of 796.0 million gallons (MG) was pumped from its wells in 2013.

CWC is  eva lua t ing a l terna t ives  for  repa irs  to one of i t s  water  reservoirs ,  wa ter  reservoir  #2
(WR#2). In i ts  evaluation CWC will  cons ider the cos t  benefi ts  and long term effects  of each
alternative. The a l terna t ives  cons idered  include:  the rehab i l i t a t ion  of exi s t ing  WR#2,  the
construction of a  new steel tank reservoir to replace WR#2, or the decommission of WR#2 and
acquisition and installation of a standby generator to power CWC's largest water production well
and booster site.

2 . PURP0SE

The purpose of this report is to evaluate the relative need for WR#2 and its replacement with a new
reservoir, and to compare the new reservoir cost with that of acquiring a standby generator, and to
compare the cost-effectiveness between the two options considered for implementation by CWC.

3 . BACKGROUND

WR#2 was  origina l ly cons tructed in  1975.  I t  is  a  IMG hypalon bladder tank,  placed within a
unite concrete s tructure excavated into the surrounding high terrain,  at  the western end of the

CWC service area. The hypalon tank was last replaced in 1999. Together with WR#3 and WR#4,
WR#2 provides  water to the entire CWC service area .  One specia l  feature of WR#2 is  that  i ts
opera t ing level  is  20 '  below that  of the other two reservoirs ,  which has  created the need for a
specia l  va lve arrangement  des igned to equal ize and coordinate water supplied from the three
reservoirs.

CWC has expressed concerns over the current condition of WR#2, because it is  representative of
an older design technology and its hypalon tank has had several tears that have been repaired, it is
exposed to the elements ,  and i t  is  vulnerable to vandal ism and a t  r isk for contaminat ion (see
Exhibit l,  CWC Responses to ACC Second Set of Data Requests). For these reasons and because
the hypalon tank is near its usable lifetime, it will soon need replacement.

CWC wishes to evaluate its  reservoir rehabilitation/replacement options, including the use of a
s teel  tank reservoir  ins tead of a  new hypalon tank (see Figure 3,  Continenta l  Road Reservoir
Improvements). Another consideration for construction of a new reservoir is  that a new tank can
be placed at an operating level similar to the other two in its  pressure zone, thus eliminating the
need for the special valve arrangement currently in place at WR#2. Further, CWC would prefer to
increase the WR#2 capacity to MG of water. This will begin to address capacity issues for storage
needs  wi th in  the CWC service a rea ,  in  accordance wi th  the p rovis ions  of i t s  Cer t i fi ca te of
Convenience and Necessity (CC&N).

1



Operating Capacity

Well
No.

Discharge
Pressure

(Psi)

Discharge
Volume

(rpm)
6 104 570
9 96 980

10 5 2,250
11 5 2,450

Totals 6,250

Pumping Station Location
Pump Design

Data Pump OperatingParameters

Location Type ID
Design

Discharge
(rpm)

Pumps in
Operation

Operating
Head

(fo

Total
Discharge at

OpHead (RPM)

Reservoir No. 1,
Zone 2

Booster Station
Booster 1 700 1 125 700

Reservoir No. 1,
Zone 2

Natural Gas
Engine Pump

Booster 1 1 ,500 1 102 1,500

La Canada
Transfer Station

Transfer 1 350 1 240 350

well #10, Zone 4
Transfer Station

(w Reservoir No. 3
Control)

Transfer

1 625 1 291 700
2 625 2 306 1 ,350
3 625 3 323 1 ,800
4 625 4 346 1 ,900
5 625 Standby Pump Unit

Well #11, Zone 4
Transfer Station

Transfer

1 625 1 398 780
2 625 2 415 1,500
3 625 3 443 2,100
4 625 4 476 2,600
5 625 Standby Pump Unit

4. EXISTING ConD1T1ons

CWC is classified as a multiple-well community water system by the State of Arizona. Its water
system is served by four wells, which together are rated as having a water production capacity of
6,250 gallons per minute (GPM), equipped with electric motor driven pumps (see Tables l and 2,
below).

Table 1. Well Water Production Capacity
(from CWC records)

Table 2. Well Pumping Facilities
(from CWC records)

2
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Operating Capacity

Reservoir
No.

Facility
Storage

Type

High Water
Level

(ft)

Reservoir
Design

Capacity
(gallons)

Average
Reservoir
Operating
Capacity
(gallons)

1 Forebay 2,970.0 1 ,000,000 793,000
2 High Water 3,161.0 1 ,000,000 659,000
3 High Water 3,181.0 1 ,000,000 792,000
4 High Water 3,181.0 2,000,000 1 ,333,000

W#10 Tank Forebay 2,875.0 300,000 143,750
W#11 Tank Forebay 2,791 .2 300,000 121,875

Totals 5,600,000 3,842,625

Treatment
Facility

Location

# of
Treatment

Vessels

Operating
Pressure

(psi)

Vessel
Treatment
Capacity

(rpm)

Total
Treatment
Capacity

(rpm)

Well #5 8 92 150 1 ,200
Well #9 8 114 150 1 ,200
Well#10 6 5 417 2,500

Well #11 6 5 4 17 2,500

Total TreatmentCapacity (rpm) 7,400

The wells deliver water to four storage reservoirs and two water tanks, with a combined design
storage capacity of 5.6MG and an average operating capacity of 3.8lvIG (see Table 3, below).

Table 3. CWC Water Storage Facilities
(from CWC records)

All of the active wells are equipped with Arsenic treatment plants, which independently treat water
extracted from their corresponding well, prior to delivering it to their reservoir or tank (see Table 4,
below).

Table 4. Arsenic Treatment Facilities
(from CWC records)

In its Administrative Code, the State of Arizona defines the minimum storage capacity required of
a community water system (see Exhibit 2, 18 AAC R18-5-503.Storage Requirements). This is
further qualified to include fire flow demand, in AHD Bulletin 10, Design of Water Systems.
Pursuant to section R18-5-503, the minimum storage capacity CWC is required to maintain is

Dstorage : : Demand in Average Day of Peak Month + 4-hr Fire Flow (= 2,000 GPM*4 hrs*60 min)

2.56 MG + 0.48 MG = 3.04 MG.

3
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System Requirements
Peak month divided by 30 adjusted for peak day

Average Average
Day of Day of

Peak Month Year 2013
Peak Day of Peak Month

ACC CWCCustomer Counts

12,902

12,958

12,868
12,902

34
12,958
12,992

12,868
12,902

34
12,958
12,992

12,868
12,902

34
12,958
12,992

Number of customers at Jan 2013
Number of customers at June 2013

2013 six month increase
Number of customers at Dec 2013
Number of customers projected at June 2014

69,556,000

12,902
5,141

12,902
5,391

795,994,000
76,280,000 76,280,000

12,902 12,902
5,912 5,912

Water Use
Gallons of water sold June 2013 (ACC basis)
Gallons of water produced in the year 2013
Gallons of water produced June 2013 (CWC basis)
Number of customers June 2013
Average gallons per customer for a month

171197197
246

180
225

12,958
12,99212,992 12,992

2,226,518
2,560,403

3,200,504
2,910,746

Gallons per customer per day (/30)
Peak factor (per day x 1.25)
Number of customers at Dec 2013
Number of customers projected to June 2014
Avg day of 2013 (based on produced CWC)
Avg day of peak month (based on prod CWC)
Peak day of peak month (based on prod CWC)
Peak day of peak month (based on sold ACC)

121,281 133,354 106,683 92,772Hourly projected water requirement (gallons)
5,821 ,492 6,401 ,009 5,120,807 4,453,03748-Hours supply

CWC elects to abide by the more prudent recommendation from multiple sources such as, AWWA,
FEMA, and HDR Engineering's "Handbook of Water Systems", 2nd Edition, which recommend
storage of the 48-hour average demand, or

Dstorage 2 * Average Daily Demand 2 x 2.22 MG 4.44 MG.

CWC has elected to observe this more conservative standard, because its service population is
almost entirely retired senior citizens, who are extremely vulnerable to interruptions or disruption
of utility service.

The data used for determining average daily demand and average day of peak month demand are
based on the latest information on CWC water deliveries to consumers (see Table 5, below, and
Exhibit 3, CWC Responses to ACC Fourth Set of Data Requests).

Table 5. CWC Average and Peak Daily Water Demand
(fromCWC records)

Comparing the most recent water demand and available storage figures, it is evident that CWC
requires all of the existing storage facilities it operates, in order to comply with current regulations
(see Table 6, below). Further, if WR#2 is brought off-line, the remaining available storage capacity

4



Operating Capacity

Reservoir No.

Reservoir
Design

Capacity
(gallons)

Average
Reservoir
Operating
Capacity
(gallons)

Alternative 1
WR#2

off-Line
Capacity
(gallons)

Alternative 2
WR#2

Off-Lirle
1,000 kW Gen

Capacity
(gallons)

Alternative
pa

New WR#2
MG

Capacity
(gallons)

Alternative
3b

New WR#2
MG

Capacity
(gallons)

1 1 ,000,000 793,000 793,000 793,000 793,000 793,000

2 1 ,000,000 659,000 0 0 750,000 1 ,500,000
3 1 ,000,000 792,000 792,000 792,000 792,000 792,000

4 2,000,000 1 ,333,000 1,333,000 1 ,333,000 1 ,333,000 1,333,000

W#10 Tank 300,000 143,750 143,750 143,750 143,750 143,750

W#11 Tank 300,000 121,875 121,875 121,875 121,875 121,875

w#11 W/1 ,000 kW Gen 588,000

Totals 5,600,000 3,842,625 3,183,625 3,771 ,625 3,933,625 4,683,625

in the system is 3.l8MG, which is slightly above the minimum prescribed requirement of 3.04MG,
and significantly below the desired recommended storage of 4.4MG. Therefore, CWC should
repair or replace WR#2, or it will need to maintain standby power at its largest well, in order to
remain in compliance with State requirements, should contingencies arise that cause it to bring any
other reservoir off-line (maintenance or similar situation).

Table 6. Comparison of CWC Storage Scenarios.

5. DEVELOPMENT OF ALTERNATIVES

Four alternatives have been evaluated in this report, as follows:

Do nothing alternative. Maintain WR#2 as is, and continue operating the special valve
arrangement on site. Accomplish the current repairs identified by CWC operators, wait until
major repairs are needed at this reservoir and accomplish repairs under near crisis conditions.
Additional water demands on the system at a later time will cause additional, unplanned costs.
This is the least favorable alternative, because it creates potential disruption of service and
distrust about the utility's stability.

2. Rehabilitation of WR#2. This option is similar to option one, except that the replacement of
the hypalon tank in  WR#2 would be formally scheduled,  in  order  to avoid contingency
conditions during its replacement. In all other respects the current WR#2 operating status will
be maintained.

Construct new reservoir. This wil l  a l low CWC to resolve i ts water  storage issue with
minimum disruption to service, and in full control of contingencies. It will provide hydraulic
advantages to the system as descr ibed in  Exhibit  5. Installing a replacement tank that
equalizes the operating high water elevation between WR#2 and the other two reservoirs in its
pressure zone, realizes pumping cost savings at the Well #10 booster site, because it eliminates

5
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Comparison of Costs

Cost Criteria

Alternative 2
Repair & Keep

WR#2
(Hypalon Tank)

Alternative 4a
WR#2 Off-Line

1,000 kW
Diesel

Generator

Alternative 4b
WR#2 Off-Line

1,000 kW
Natural Gas
Generator

Alternative pa
New WR#2
(1 MG Steel)
Reservoir

Alternative Sb
New WR#2
(MG Steel)
Reservoir

Acquisition and
Installation Cost 500,000 467,000 1,135,000 1 ,000,000 1 ,200,000

Cost of Additional
Improvements 0 50,000 50,000 0 0

Annual
Maintenance Cost 12,500 4,400 4,400 800 1 ,000

Totals (20-yr) 750,000 605,000 1,273,000 1 ,032,000 1 236,000
Totals (40-yr) 2,000,000 926,500 1 ,928,500 1 ,248,000 1 ,456,000

the water transportation friction losses resulting from water pumping through an extra mile of
pipeline, from WR#2 to WR#4, This is the most favorable alternative.

Provide a standby generator. A routinely implemented alternative to avoid the perceived
larger costs of reservoir construction, this alternative considers the purchase and installation of
a standby generator, for operation under a potential outage. A contingency generator requires
sufficient power to operate the well, boosters and the Arsenic treatment plant. Based on a
recent energy demand study (see Exhibit 4, Generator Power Requirement), the generator size
must be at least 1,000 kw.

In addition to the acquisition costs, this alternative requires considerable expense to maintain
the generators in a standby ready condition. Other significant concerns include the price of fuel
and the safety requirements for storing adequate amounts of fuel near a potable water supply,
permitting issues, sound and odor, as well as the generator's estimated useful life of 20 years.

6. CosTs

To obtain current cost information for the alternatives evaluated, CWC secured bids from its
providers, to address potential costs of the various alternatives considered (see Exhibit 5, Cost
Proposals). Comparing the different costs, the initial finding is that repairs to the existing WR#2
will be $500,000. Cost of new steel tank reservoirs are $l.2M for a MG reservoir and $l.0M for a
IMG reservoir.

The cost for a new 1,000 kW generator is $598,000 if diesel fueled, or $1.l3M if fueled by natural
gas. In addition, site improvements will be required, to accommodate the new generator and its
base pad (see Figure 4, Modified Well Layout).

Notes and Assumptions:
Hypalon Tank Annual Maintenance Cost (250 mrs, @ $50/hr) _
Site improvements for new generator (concrete pad, site reconfiguration, permits, etc.)
Standby Power Generator Annual Maintenance Cost =
Steel Tank 10-yr Periodic Minor Interior Coat Maintenance Cost _
Steel Tank 20-yr Major Interior Maintenance Repairs Cost =

$ 12,500
$ 50,000
$ 4,400
$ 8,000
$100,000

Table 7. Comparison of Alternative Costs.

6
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7. SUMMARY AND CONCLUSIONS

A comparison between alternatives reveals that repairing or replacing the hypalon tank in WR#2 is
the most  expens ive a l ternative,  even though i t  requires  the smaller ini t ia l  inves tment.  This  is
because maintenance of the hypalon tank requires more active inspection and maintenance than the
other options. It is also the most vulnerable to inclement weather and vandalism.

Comparison of the s teel  tank reservoir and genera tor a l ternat ives  indicates  that  the cos t  for a
s tandby generator wil l  approach the cos t  of a  s teel  tank,  which will  not  require the addit ional
standby ready costs. This is especially true of a natural gas generator. Further, the cost difference
between the IMG and MG s teel  tank is  small ,  when one cons iders  the va lue of the addit ional
storage capacity obtained for the additional cost.

Finally, the benefits of acquiring a new steel tank reservoir to replace the existing WR#2 are many,
among others :

a) full compliance with the more conservative recommended storage capacity, even if any of the
other CWC reservoirs are brought off-line for repairs or maintenance,

b) lower maintenance costs and less time of interrupted service for maintenance activities than the
other alternatives,

c) lower risk for contingencies and repairs  than a generator, s ince reservoir s torage is  always at
hand and not awaiting activation in case of an emergency,

d) the larger ZMG steel tank reservoir matches the capacity of WR#4, which allows for minimal
advers e impact  to s torage,  s hou ld  the l a t t er  res ervoi r  be b rough t  off- l ine for  repa i rs  or
maintenance,

e) constructing a new reservoir that equalizes  i ts  operating level with that of WR#3 and WR#4
simplifies the interconnectivity of the system and reduces pumping cost for routine filling of
reservoirs,

D having sys tem s torage capacity a t  recommended levels  ra ther than minimum required levels
addresses concerns about service to the very vulnerable population in the CWC service area,
since they are mostly retired senior citizens,

g) significantly lower vulnerability to vandalism than the other alternatives.

Therefore,  our recommendat ion is  the acquis i t ion of a  s teel  tank reservoir .  The la rger , M G
reservoir represents greater advantage in terms of storage, when compared to a modest additional
cost over the IMG steel tank reservoir.

7
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8. REFERENCES

1. Arizona Corporation Commission Docket # W-02304A-14-0041, Application for Financing
Authorization requested by Community Water Company of Green Valley on February 12, 2014.

Arizona Administrative Code Title 18, Section R18-5-503.Storage Requirements.
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difference.
CWC Responses to ACC Second Set of Data Requests dated March 10, 2014 regarding
cost estimate for  new storage tank dated March 17, 2014 and Opinion from Smyth
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Smyth Industries Cost Estimate to Raul PiNa dated August 8, 2014 for Standby Generator
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Exhibit 1

COMMUNITY WATER COMPANY OF
GREEN VALLEY'S RESPONSES TO STAFF'S

SECOND SET OF DATA REQUESTS
DOCKET no. W-02304A-14-0041

Dated March 10, 2014

JL 2.2 Risk for Contamination -Please provide all historic information regarding the
contamination of the existing Reservoir #2.

RESPONSE: See attached.

Respondent: John Meyer, CWCGV Treatment Supervisor



The following pictures represent some

of the sources and causes of contamination

at CWC Reservoir #2

Res. #2: Large patch f allure.

Res. #2: Drained after vandalism.



Res. #2- Small patch failure.

Res. #2: Temporary patch.

nu



Res. #2: Small patch f allure,

Res. #2: Debris on top of liner.

I



Res. #2 Small patch f allure .

Res . #2: Water on top after vandals sliced liner.
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Res. #2: Drained after vandalism.

Res. #2: Aftermath of vandalism.



Res, #2 : Large rocks and slice in liner by vandals.

Res. #2 : Algae growth under f ailing patch.
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Reservoir #2 safety concerns :
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I

I
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I
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\

Res. #2: Employee partially submerged on top of liner
performing maintenance .
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Exhibit 2

ARTICLE 5. MINIMUM DESIGN CRITERIA

Article 5, consisting ofR18-5-501 through R18-5-509, recodyied/*i'o1n 18 AAC. 4, Article 5 at 10
A.A.R. 585, effective January 30, 2004 (Supp. 04-1).

R18-5-501. Siting Requirements
To the extent practicable, a new public water system or an extension to an existing public water system
shall be geographically located to avoid a site which is:

l. Subject to a significant risk from earthquakes, floods, fires, or other disasters which could cause a
breakdown of the public water system or portion thereof, or

2. Within the flood plain of a 100-year flood, except for intake structures and properly protected
wells.

HistoricalNote
Section recodified from R18-4-501 at 10 A.A.R. 585, effective January 30, 2004 (Supp. 04-I).

R18-5-502. Minimum Design Criteria
A. A public water system shall be designed using good engineering practices. A public water system

which is designed in a manner consistent with the criteria contained in Engineering Bulletin No. 10,
"Guidelines for the Construction of Water Systems," issued by the Arizona Department of Health
Services, May 1978 (and no future editions), which is incorporated herein by reference and on file
with the Office of the Secretary of State, shall be considered to have been designed using good
engineering practices. Other system designs shall be approved if the applicant can demonstrate that
the system will function properly and may be operated reliably in compliance with this Chapter.
Minimum design criteria which are not subject to modification are listed in this Section.

B. A potable water distribution system shall be designed to maintain and shall maintain a pressure of at
least 20 pounds per square inch at ground level at all points in the distribution system under all
conditions of flow.

C. Water and sewer mains shall be separated in order to protect public water systems from possible
contamination. Ali distances are measured perpendicularly from the outside of the sewer main to the
outside of the water main, Separation requirements are as follows:
i. A water main shall not be placed:

a. Within 6 feet, horizontal distance, and below 2 feet, vertical distance, above the top of a sewer
main unless extra protection is provided. Extra protection shall consist of constructing the
sewer main with mechanical joint ductile iron pipe or with slip-joint ductile iron pipe if joint
restraint is provided. Alternate extra protection shall consist of encasing both the water and
sewer mains in at least 6 inches of concrete for at least 10 feet beyond the area covered by
this subsection (C)( l )(a).

b, Within 2 feet horizontally and 2 feet below the sewer main.
2. No water pipe shall pass through or come into contact with any part of a sewer manhole. The

minimum horizontal separation between water mains and manholes shall be 6 feet, measured
from the center of̀  the manhole.

3. The minimum separation between force mains or pressure sewers and water mains shall be 2 f̀ eet
vertically and 6 feet horizontally under all conditions. Where a sewer force main crosses above or
less than 6 feet below a water line, the sewer main shall be encased in at least 6 inches of̀  concrete
or constructed using mechanical joint ductile iron pipe for 10 feet on either side of the water
main.

4. The separation requirements do not apply to building, plumbing, or individual house service
connections.

5. Sewer mains (gravity, pressure, and force) shall be kept a minimum of 50 feet ham wells unless
the following conditions are met:

Ill l



a. Water main pipe, pressure tested in place to 50 psi without excessive leakage, is used for
gravity sewers at distances greater than 20 feet from water wells, or

b. Water main pipe, pressure tested in place to 150 psi without excessive leakage, is used for
pressure sewers and force mains at distances greater than 20 feet from water wells.
"Excessive leakage" means any amount of leakage which is greater than that permitted under
the AWWA Standard applicable to the particular pipe material or valve type.

6. Requests for authorization to use alternate construction techniques, materials, and joints shall be
reviewed by the Department, and such requests may be approved on a case-by-case basis.

D. A public water system shall not construct of' add to its system a well which is located:
l. Within 50 feet from existing sewers unless the sewer main has been constructed in accordance with

subsection (C)(5)(a) or (b) of this Section;
2. Within 100 feet of any existing septic tank or subsurface disposal system,
3. Within 100 feet of a discharge or activity which is required to obtain an Individual Aquifer

Protection Permit, pursuant to A.R.S. §§ 49-24l(A) through 49-251,
4. Within 100 feet of an underground storage tank as defined in A.R.S. §49-1001 , or
5. Within 100 feet of hazardous waste facilities operated by large quantity generators and treatment,

storage, and disposal facilities regulated under the Arizona Hazardous Waste Management Act,
A.R.S. §49-921 et seq.

Historical Note
Section recoditied from Rl 8-4-502 at 10 A.A.R. 585, effective January 30, 2004 (Supp. 04-I).

R18-5-503. Storage Requirements
A. The minimum storage capacity for a CWS or a noncommunity water system that serves a residential

population or a school shall be equal to the average daily demand during the peak month of the year.
Storage capacity may be based on existing consumption and phased as the water system expands.

B. The minimum storage capacity for a multiple-well system for a CWS or a noncom munity water system
that serves a residential population or a school may be reduced by the amount of the total daily
production capacity minus the production from the largest producing well.



Exhibit 3
COMMUNITY WATER COMPANY

OF GREEN VALLEY'S
RESPONSES TO STAFF'S REQUESTS

DATED APRIL 23, 2014
(FOURTH SET OF DATA REQUESTS)

DOCKET no. W-02304A-14-0041
Dated May 2, 2014

JL 4.1 CWC sold total of 721,654,000 gallons water in 2013 with 12,958 customers,
and sold 831,899,400 gallons in 2007 with 11,854 customers. Therefore, CWC's
customers used 110,245,400 gallons less water in 2013 with 1,104 more
customers. Please explain in details why'p

Response:

CWC believes that the decrease in water consumption is the result of many factors including
higher water bills and sewer bills that have motivated customers to reduce water consumption,
CWC and customer conservation efforts, appliance efficiencies, reduction in pools, and impact
of the economic downturn that continues to some degree. CWC is not in a position to determine
whether these are permanent or cyclical changes.

Respondent: John Meyer and Arturo Gabaldon

1
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COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET no. W-02304A-14-0041

Dated May 2, 2014

JL 4.2 Please see attached water storage calculations. It shows CWC has adequate
production capacity and storage capacity to serve the existing customer base and
reasonable growth after Company's existing reservoir #2 is removed without
replacement. Please let us know if you agree.

Response:

CWC disagrees that there is adequate storage capacity after removing reservoir #2. Further,
CWC does not concur that production capacity should be used as a substitute for water storage.
CWC assumes for planning purposes dirt a major power outage is in effect and no production is
possible. CWC wells run on electricity only and wells do not have stand-by power generation
capabilities. CWC plans for numerous other contingencies including when the Company takes a
well or reservoir out of service to perform routine maintenance for example. Its planning is
based on overall reliability of CWC's system that has been in place and evolved over time.

Further, CWC does not agree with some of the figures and assumptions ACC Staff uses to make
its calculations. Below are CWC's proposed adjustments to ACC Staff"s calculations and
assumptions in its question:

2.

3.

5.

6.

Production capacity without backup power generating capabilities should not be included
when calculating storage capacity, see Arizona Department of Environmental Quality
Engineering Bulletin 10, Chapter 6, section D "capacity"
CWC target for emergency storage requirement is 48 hours of average day based on
standards set forth in the Handbook on Water Systems zlld Edition HDR Engineering Inc. ©
2001 ("Capacity" page 957) "... a minimum emergency storage volume would be enough to
supply two days [48-hours] of average demand in the area served by the storage facility."
Based on 2013 total water produced a 48-hour average demand in the CWC area is 4,453,037
gallons.
CWC believes that using the December 3 l, 2013 customer count is too low and proposes the
following projected June 2014 numbers. CWC is prepared to provide actual numbers when
available.
Water use should be based on gallons pumped and not gallons sold. It is reasonable to expect
that unaccounted for and system use water is an inherent element of water consimiption and
should be factored into the analysis.
Based on ACC formula applying CWC adj ustments noted, the peak day of peak month
projected use (the day where demand for water from CWC customers is at its highest) can
reasonably be estimated to be at least 3,200,504 gallons.

2
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121,281 133,354 106,683 92,772Hourly projected water requirement (gallons)

COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET no. W-02304A-14-0041

Dated May 2, 2014

Based on CWC's adjustments, it projects the number of customers to be approximately 12,992 at
June 2014, which affects both the average and peak day projected use within the peak month, as
shown in Table 1:

Table 1

System Requirements
.Peak month divided by 30 adjusted for peak day

E

Average

Day of

Year 2013

12,902

Customer Counts Dates
Number of customers at Jan 2013
Number of customers attune 2013

. 2013 6 month lncrease
Number of customers at Dec 2013
QNumberof customers projected to June 2014

Peak Day of Peak Month
ACC CWC

12,868

12,902

34

12,958

12,992

12,958

Average

Day of

Peak Month

12,868

12,902

34

12,958

12,992

12,868

12,902

34

12,958

12,992

69,556,000
795,994,000

Water Use _
Gallons of water sold June 2013 (Acc basis)
Gallons of water produced in the year2013
Gallons of water produced June 2013 (CWC basis)
Number of customers June 2013
Average gallons per customer for a month

12,902

5,391

76,280,000

12,902

5,912

76,280,000

12,902

5,912

12,902

5,141

180

225

12,958

197

246

197 171

12,992 12,992 12,992

2,226,518

2,560,403

.Gallons per customer per day (/30)
speak factor (per day x 1.25)
number of customers at Dec 2013
Numberof customers projected to June 2014

Avg day of 2013 (based on produced CWC)
Avg day of peak month (based on prod CWC)

Peak day of peak month (based on prod CWC)
Peak Dav of peak month (based on sold Acc)

3,200,504

2,910,746

48-Hours supply 5,821,492 6,401,009 5, 120,807 4,453,037

Reservoir storage components are described on Table 2, volume is allocated for overflow,
operations, equalizing, emergency and dead storage, based on standards set forth in the
Handbook on Water Systems ("Capacity" figure 27~l on page 955).
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Reservoir Number

Overflow less 1 ft

NormaI Operating

Equalizing

Emergency

Dead

TotaI Design

Storage Component Breakdown (Percent)

Reservoir Number

Overflow less 1 ft

'Normal Operating

Equalizing

,Emergency

Dead

Total Design In Feet

-Average Operating Storage

`Aos Percent of Design

Reservoir Number

Overflow less 1 ft

Normal Operating

Equalizing

Emergency

Dead

Total Design in Gallons

Average Operating Storage

TAOS Percent of Design

Storage Component Breakdown (Feet of Water)

.

E
I

Storage Component Breakdown (Gallons)

al

\

- .4

129,000

156,000

222,000

493,000

#1

#1 i#2 (Current)

#1

COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET NO. W-02304A-14-0041

Dated May 2, 2014

1.5

2.0

3.0

8.0

0.0

14.5

12.0

83%

100%

#2 (Current)

I
g

#2 (Current)

207,000

180,000

zz2,000

347,000

44,000

1,000,000

659,000

Table 2

2.0

2.0

3.0

7.5

1.5

16.0

11.5

72%

S

167,000

500,000

500,000

583,000

0 250,000

1,000,000 .2,000,000

792,000 2 1,333,000

#3

83,000

250,000

250,000

417,000

#3

8% [I

25%

25%

42%

0% I

100%

#3

2.0

6.0

6.0

10.0

0.0

24,0

19.0

79%

1

I
a

1

#4

#4

#4

2.0.
6.0
6.0
7.0
3.0 _ __

24.0 12.0
16.0 5.8

67% 48%

Well 10

Forebay

Well 10

Forebay

Well 10

Forebay

37,500

37,500

50,000

75,000

100,000

300,000

143,750

1.5

1.5

2.0

3.0

4.0

I

Well 11

Forebay

Well 11

Forebay_

Well 11

Forebay

37,500 1

131,250

37,500 .

18,750 j

75,000

300,000

121,875 §

41%§

2.0

7.0

2.0

1.0

4.0

16.0

6.5

41%

i

Note .. Component breakdown description per Handbook on Water Systems 2nd Edition HDR
QEngineering Inc. © 2001 ("Capacity" page 955 figure 27-1.)

The lowest operating levels include the equalizing and emergency water storage: this is lapelled
"Lowest Operating Storage", average operating includes 50% of operating storage. Table 2 also
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Reservoir

#2

Removed

(AOS)

Res. #4

Offline &

Reservoir

#2

Removed

(AOS)

793,000
r

792,000

1,333,000

143,750

121,875

793,000

792,000

143,750

121,875

3,183,625

30

24

34

1,850,625

17

14

20

COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET no. W-02304A-14-0041

Dated May 2, 2014

show storage component breakdown (gallons) for each reservoir and forebay in the CWC
system. Forebays were designed to operate as a buffer between the well pumps and the boosters.

Based on the calculations below, the removal of reservoir #2 (Table 3 column A) will bring total
available storage at average operating storage levels for emergencies and equalization to
3,183,625 gallons, which is below 4,453,037 gallons, its storage target, and below its 3,200,504
gallon peak day of peak month, Using average operating storage CWC would have 34 hours of
storage for average usage, which is below its 48-hour emergency supply target.

CWC believes it is prudent to remove reservoir #2, based on its vulnerability to contamination,
safety and security considerations. The reservoir is located in a remote desert area west of the
service area. In die mid l980's the reservoir had been subject of vandalism (knife cut), which
could not have happened with a steel tank.

Should reservoir #4 (its largest remaining reservoir) go offline (Table 3 column B), the total
available storage at average operating storage levels for emergencies and equalization is
1,850,625 gallons, or 20 hours of storage to meet the average day demands.

Table 3

Existing System Storage and Removal of Reservoir #2 A B

Lowest

Operating

Storage

(LOS)

Ave rage
Operating

Storage
(Aos)

Maximum

Operating

Storage

(MOS)
Design

Storage Available Capacity_

Rese noir #1 ` 1,000,000
Reservoir #2 ` 1,000,000

Reservoir #3 1,000,000
Reservoir #4 2,000,000

Well 10 Forebay 300,000
.Well 11 Forebay 300,000
Total s, 600,000
Hrs of storage (AvgDay of Peak Mo)

Hrs of storage (Peak Day of Peak Mo)
Hrs of storage (Avg Day of Year)

r

715,000

569,000

667,000

1,083,000

125,000

56,250

3,215,250

30

24

35

793,000

659,000

792,000

1,333,000

143,750

121,875

3,842,625

36

29

4 1

871,000

749,000

917,000

1,583,000

162,500

187,500

4,470,000

42

34

48

5



Rese roi r

#4 Offline

(Aos)

Average

Operating

Storage

(AOS)

793,000

659,000

792,000

1,333,000

143,750

121,875

715,000

569,000

667,000

125,000

56,250

871,000

749,000

917,000

1,583,000

162,500

187,500

793,000

659,000

792,000

143,750

121,875

3,842,625
36
29
41

4,470,000

42

34

48

2, 132, z50

20

16

23

2,509,625

24

19

27

COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET no. W-02304A-14-0041

Dated May 2, 2014

CWC also considered and rejected replacing reservoir #2 with a 1,000,000 gallon above ground
steel tank (Table 4 column C). At average operating storage levels this will bring total available
storage for emergencies and equalization to 3,842,625 gallons, which is below 4,453,037 gallons,
its storage target. Using average operating storage CWC wouldhave 41 hours of storage for
average usage, which is below its 48-hour emergency supply target.

Should reservoir #4 (its largest remaining reservoir) go offline (Table 4 column D), the total
available storage using average operating storage levels for emergencies and equalization is
2,509,625 gallons, or 27 hours of storage to meet average day demands. This would leave CWC
vulnerable in the case of a prolonged power outage.

Table 4

Replace Reservoir #2 with 1,000,000 Gallon Above Ground Steel Tank
C D

Lowest

Operating

Storage

(LOS)

Maximum

Operating Reservoir

Storage #4 Offline
(Mos) (Los)

Design

Storage Available Capacity

%Reservoir #1 1,000,000
Reservoir #2 @ LM Steel 1,000,000

Reservoir #3 1,000,000
Reservoir #4 2,000,000

Well 10 Fore bay 300,000

;Well 11Forebay 300,000
Total 5,600,000

Hrs of storage (Avg Day of PeakMo)
3 Hrs of storage (Peak Day of Peak Mo)

Hrs of storage (Avg Day of Year)

715,000

569,000

667,000

1,083,000

125,000

56,250

3,215,250

30

24

35

6
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Re se noir

#4 Offl ine

(AOS)

Average

Operating

Storage

(AOS)

r

793,000

1,333,000

792,000

1,333,000

143,750

121,875

r

715,000

1,083,000

667,000

871,000

1,583,000

917,000

1,583,000

162,500

187,500

125,000

56,250

793,000

1,333,000

792,000

143,750

121,875

4,516,625
42

34

49

5,304,000 2,646,250
50 25
40 20
57 29

3,183,625
30
24
34

COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET no. W-02304A-14-0041

Dated May 2, 2014

A 2,000,000 gallon above ground steel tank replacement of reservoir #2 (Table 5 column E) at
average operating storage levels would bring total available storage for emergencies and
equalization to 4,516,625 gallons, which provides significantly more assurance CWC can supply
water to its customer base in an emergency situation. Using average operating storage for
average day usage CWC would have 49 hours of storage for average usage, which meets its 48-
hour emergency supply target.

Should reservoir #4 (its largest remaining reservoir) go offline (Table 5 column F), the total
available storage at average operating storage levels for emergencies and equalization is
3,183,625 gallons, or 34 hours of storage to meet average usage demands.

Further, the opportunity to double the capacity of reservoir #2 at this time for an incremental
increase in cost will better protect the system from long-term power outages. The average age of
CWC's customers (many of whom are retirees) makes them particularly vulnerable to water
outages. The benefits to replacing reservoir #2 with a 2,000,000 gallon storage facility (and the
long-term security it brings) significantly outweighs the incremental cost of the additional
capacity in CWC's view.

Table 5

Replace Reservoir # 2 with 2,000,000 Gallon Above Ground Steel  Tank
E F

Lowe st
Operating

Storage

(Los)

M ax i m u m
Operating Reservoir

Storage #4 Offl ine
( M o s ) (LOS)

, Des ign
Storage Avai lable Capac i ty

Res erv o i r  # 1 1,000,000

Re s e n o i r # 2  @ 2 M  S t e e l 2,000,000
Reservo i r  # 3 1,000,000
Reservoir # 4 2,000,000

Well  10 Fore bay 300,000
Wel l  11 Forebay 300,000

Total . 6,600,000
Hrs of  s torage (Avg Day of  Peak Mo)

Hrs of storage (Peak Day of  Peak Mo)

Hrs of  s torage (Avg Day of  Year)

715,000

1,083,000

667,000

1,083,000

125,000

56, 250

3,729,250

35

28

40

7
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COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET NO. W-02304A-14-0041

Dated May 2, 2014

An example of how additional capacity could assist CWC to resolve service issues occurred on
February 3, 2011 at approximately 9 am. At that time, CWC experienced a 6" tire sprinkler
break, which resulted in the loss of more than 750,000 gallons of water within 6 hours. CWC
was alerted by its SCADA system and operators weremobilized to investigate the servicearea to
identify the possible causes of the sudden drain in water supplies. The leak was ultimately
reported by a customer. Operators noted how vulnerable the reservoirs were to sudden leaks,
and felt fortunate that the break occurred during working hours. Had the incident happened at
night or on a weekend, the response time may have been delayed, causing serious damage to the
system infrastructure, as well as water shortages in the system.

Put simply, CWC's system has been based on having four wells and four reservoirs (storage
facilities) from a systems reliability perspective. This means that the system has been designed
based on these components in service. The design has served CWC and its customers well for
over 37 years. To simply remove one component significantly changes the system design and
puts the system at greater risk of a major event leading to customers not having water more
frequently and for a greater period of time. CWC believes this is an unacceptable approach
because it does not conform to its best management practices. Further, the above event
demonstrates our need to increase water storage facilities. Based on the above CWC believes it
is reasonable to replace reservoir #2 with the proposed aboveground storage tank and increase
storage capacity.

Thus, CWC has several justifications to replace the existing reservoir #2 with the proposed
aboveground storage tank beyond simply looking at production as an alternative to storage.

Reservoir #2 should be replaced with an aboveground 2,000,000 gallon steel tank to eliminate
the following deficiencies :

1.

2.

3.

4.

5.

Vulnerability to contamination (vandalism, terrorism, over filling)
Increasing maintenance cost
Operational challenges
Water quality challenges
Employee safety concerns

8



COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S REQUESTS
DATED APRIL 23, 2014

(FOURTH SET OF DATA REQUESTS)
DOCKET no. W-02304A-14-0041

Dated May 2, 2014

The following are excerpts from various water utility emergency preparedness articles and
government agencies regarding the importance of having arnie storage in a prolonged outage or
natural disaster.

1) "Many utilities have taken steps to identify their vulnerability to power loss and have
taken preventive action, such as increasing storage capacity and using backup power strategies to
ensure continued operations." ('Superstore Sandy After Action Report', Water/Wastewater
Agency Response Network, © 2013 American Water Works Association at page 3.)

2) "Jackson said the guiding thought behind the recovery is that without a sufficient supply
of water and a functioning wastewater system and effective drainage system, there is no city. 'It
has practically become a mantra of ours,' Jackson said, cautioning that many others 'don't really
get it yet." ("Katrina Stories Highlight New Realities of Disaster Planning", Water Beat.) ©
2006 American Water Works Association at page 22.)

3) "Assess the significance of extended outages - Multi-agency emergency water supply
plans should include an assessment as to recovery periods being extended due to critical spare
parts not being available for long durations and the time for restoring critical infrastructure to
functional condition. Consequently, provision of potable water and other measures will be
required for greater durations than those conventionally planned." ("Plalming for Emergency
Drinking Water Supply"; EPA 600/R-l1/054 June 2011 at page 3 l .)

4) "The recovery period would likely be of a long duration since events that impact drinking
water systems also have profound primary impacts on other infrastructure (e.g., power,
transportation, communications) and secondary impacts (e.g., disruption to supply chains,
mobility difficulties, security concerns, human-resource depletion). ("Planning for Emergency
Drinking Water Supply"; EPA 600/R-l 1/054 June 201 l at page 38.)

5) "Treatment operations resiliency (percent): Percent of minimum daily demand met with
the primary production or treatment plant offline for 24, 48, and 72 hours. (Note: "minimum
daily demand" is the average daily demand for the lowest production month of the year.) ("A
Primer for Water and Wastewater Utilities" American Water Works Association, © 2008, at
page 39.) This illustrates the need to consider 48 and 72 hours of emergency storage even under
minimum demands and lowest production levels.

Respondents: John Meyer and Arturo Gabaldon
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Exhibit 4
SMYTH INDUSTRIES

4010 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719
(520) 750-9544

Load Summary
Well Pump (400HP)
Booster Pump #1 (100HP)
Booster Pump #2 (100HP)
Booster Pump #3 (100HP)
Booster Pump #4 (100HP)
Booster Pump #5 (100HP)
20/240 Volt XFMR (1 OKVA)

Sub Total:
25% Largest Motor

477
124
124
124
124
124
20.8

1117.8
119.25

Total: 1237.05

Well Pump (350HP)
Booster Pump #1 (125HP)
Booster Pump #2 (125HP)
Booster Pump #3 (125HP)
Booster Pump #4 (125HP)
Booster Pump #5 (125HP)
20/240 Volt XFMR (10KVA)

Sub Total:
25% Largest Motor

414
156
156
156
156
156
20.8

1214.8
103.5

Total: 1318.3

License #ROC154663 A-General Engineering
License #ROCI71540 L-11 Electrical

ASME Boiler and Pressure Vessel 'U' Certified
The National Board of Boiler and Pressure Vessel Inspectors 'R' Certified

UL 508A Manufacturing #E30602 l



! 660500
0.60
0.40

100%
40%

40%

666,500 .

1.50 .

1.00

1,333,000

0.90

0.60

/erase Operating Storage (Gallons)

Costper AOS gallons

Cost per design gallons

Exhibit 5
COMMUNITY WATER COMPANY

OF GREEN VALLEY'S
RESPONSES TO STAFF'S VERBAL REQUESTS

DATED MAY 7, 2014
(FIFTH SET OF DATA REQUESTS)

Doclcm no. W-02304A.14-0041
Dated May 13, 2014

STF 5.1 What is the price difference between a 1 million gallon and a 2 million gallon
above ground storage tank, of similar design?

Response:

The price difference is estimated at $197,814, see below:

;

v

f
i

§2 MiIIion
Gallons

.4
I
l!.

1 Mi|Iion
Gallons

|

i
I

Difference

Percent

MG

g
EI

I
I
!
3
I

i

165,660

10,105
c
:

z

Q

r
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\
!I
i

;
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i
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i
}

4
8
:

i

s
I
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1
i
I
r
i

E
I
i

i

Total '[ark .Bid

Taxes Q 6.1%

Cont.role Qecolyfiguratipn

elowmenm

Fencing

A*Y- Fees

w w w  ( 5 % )

Qqqqgengy
$gqveyln§_ .

Total

875,660

53,415

15,000

15,500

33,434

20,000

51,000

131,491

4,500

1,200,000
I
8

710,000
43,310
15,000
15,500
33,434
20,000
42,100

118,342

4,500
1,001,135 197,814

I

i

|
;

23%

23%
0%.
0%
0%
0%

21%

11%
0%

I
8
1

8

i
E!

i

iI.
i

g
i

3E
i
I E

;
i 1

I

Quotes are attached.

Respondent: John Meyer
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COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S VERBAL REQUESTS
DATED MAY 7, 2014

(FIFTH SET OF DATA REQUESTS)
DOCKET NO. W-02304A-14-0041

Dated May 13, 2014

STF 5.2 What are CWC's concerns regarding emergency generators located at the well-sites?

Response:

Safety Concerns:

CWC has concerns for employeesafety. A review of our well sites indites that the well 11 site
may not be large enough to accommodate a sufficiently-sized generator. An inappropriate
space for maintenance and inspection would create an unsafe work environment. An above
ground storage facility will not require additional land.

Further, CWC well sites are located in residential areas, the use of large quantities of
combustible fuels (either natural gas or diesel) in residential area will increase the potential risk
to the community. An above ground storage facility provides direct available water supplies and
greater security.

Operational Cost/Rate Concerns :

CWC is concerned that there would not be sufficient fuel supplies to meet our emergency needs.
Forebays have approximately a 10-hour fuel supply, alterative power supplies for wells would
have a similar limitation. CWC has no stand by fuel supplies in a major power outage. An
above ground storage facility will rely on being filled when electricity is available.

CWC has concerns about natural gas supplies. Availability of natural gas in the area of the wells
is unknown. Gas utility may require larger delivery lines. An above ground storage facility will
not rely on alternative fuel sources.

CWC has concerns about the impact on operations. In the late l970's and early l980's
Community Water Company stored gasoline at its warehouse facility for use by its service
vehicles. The operating costs required from the regulations outweighed the savings from
purchasing fuel in bulk. Further, regulatory and permitting requirements may be implicated,
which adds to operational costs. An above ground storage facility will not rely on alternative
fuels.

CWC is concerned about increasing the complexity of operating the system, which would
increase employee training and wage costs. This would affect rate payers.

CWC has concerns about the impact on operating costs. Storage requirements of diesel fuel to
retain its usefulness are unknown. Unused fuel may have to be dumped or used, resulting in

2
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COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S VERBAL REQUESTS
DATED MAY 7, 2014

(FIFTH SET OF DATA REQUESTS)
DOCKET no. W-02304A-14-0041

Dated May 13, 2014

higher operating costs on water on rate payers. An above ground storage facility will not
increase operating costs.

Respondents: John Meyer and Arturo Gabaldén
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COMMUNITY WATER COMPANY
oF GREEN VALLEY'S

RESPONSES TO STAFF'S VERBAL REQUESTS
DATED MAY 7, 2014

(FIFTH SET OF DATA REQUESTS)
DOCKET NO. W-02304A-14-0041

Dated May 13, 2014

STP 5.3 Please provide any records regarding past power failures to CWC.

Response:

CWC does not have records of power failures in its possession. Management has attempted to
inquire with TEP but has not yet received a response.

Respondent: John Meyer and Arturo GabaldOn
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COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S VERBAL REQUESTS
DATED MAY 7, 2014

(FIFTH SET OF DATA REQUESTS)
DOCKET NO. W-02304A-14-0041

Dated May 13, 2014

STF 5.4 Please explain the need for the new storage facility based on CWC's planning.
What are CWC's overall concerns?

Response:

CWC is planning for a major event (such as a power failure) dirt would adversely impact its
entire system, and its ability to provide safe and reliable service to its customers. CWC
management and staff are responsible for the delivery of suitable water to a population of over
22,000 persons (almost 13,000 customers) many of whom are retirees 75 years old or older. This
population is especially vulnerable, which is the basis for a 48-hour supply of water based on
average use, before curtailment measures would have to be put into effect. CWC continues to
work with local emergency management organizations to develop plans in case of such an event,
in addition to ensuring a reliable water supply in accordance with its best practices.

Respondent: John Meyer and Arturo Gabaldén
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COMMUNITY WATER COMPANY
OF GREEN VALLEY'S

RESPONSES TO STAFF'S VERBAL REQUESTS
DATED MAY 7, 2014

(FIFTH SET OF DATA REQUESTS)
DOCKET NO. W-02304A-14-0041

Dated May 13, 2014

STF 5.4 What does a backup generator cost?

Response:

Per quote from Barney Foster at Simonsen, Generator Service, Inc. (520-889-9581) the cost of a
500 KW Nature] Gas Unit with ATS is $210,000.

Respondent: John Meyer

6
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COMMUNITY WATER COMPANY OF
GREEN VALLEY'S RESPONSES TO STAFF'S

SECOND SET OF DATA REQUESTS
DOCKET NO. W-02304A-14-0041

Dated March 10, 2014

JL 2.1 New Storage Tank -- Please provide a copy of engineering report regarding the
need for the new storage tank. This report should be signed by a
licensed professional engineer in the State of Arizona, and include following:

a. Submit a cost estimate with sufficient detail to the proposed new
aboveground storage tank,

b. Provide professional engineering opinion regarding the existing Reservoir
42, and compare the costs and benefits to repair the existing Reservoir #2
vs. replace it.

RESPONSE: Seeattached.

Respondent: John Meyer, CWCGV Treatment Supervisor
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SMYTH STEEL MANUFACTURING, INC.
4010 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719
(520) 750-9544

March 17, 2014

To:
Re:

John Meyer
2.0MG Reservoir

We are pleased to offer the following proposal to fabricate and install a new 2.0MG water
storage tank and associated piping per AWWA D100-96. Said tank will be 120'9 x 24' tal l .

One 2.0 MG steel water storage tank, 120' diameter x 24' height

Includes:

v One roof vent and roof access hatch

• Shell man-ways

• One overflow, inlet and outlet piping
» Gauge board
» interior and exterior ladder
» NSF approved interior and exterior coatings
• Installation of concrete tank base
• Installation of gravel
• Shop drawings

Excludes: Valves, flow meters, site piping, etc.

Taxes, Bonds and Permits

Price $742,900

Add Alterna_te:

• Fabricate and install 60 LF of 16" carbon steel mixing pipe with 4 pipe stands and
painted .

Price - $5,960

Site Work

•

o
•

•

•

Includes:

Remove and haul off existing block wail

Remove existing Hypalon tank liner
Backfill existing reservoir (pricing assumes adequate material available on site to
complete pad, no import material)
Compaction testing of backfill by Geotechnical consultant
Install 16" piping inlets/outlets to the new tank and connect to existing system

Lic ens e # ROC154663 A -Genera l  Engineer ing
L i c ens e # ROCI 71540 L-11  E lec t r i c a l

ASME Boi ler  and Pressure Vessel  'U '  Cer t i f i ed
The Nat ional  Board of  Boi ler  and Pressure Vessel  Inspec tors  'R'  Cert i f ied

_III



SMYTH STEEL MANUFACTURING, INC.
4o10 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719
(520) 750-9544

•

Excludes:

Taxes, bonds and permits

Baclcflow preventer(s)

Flow meter(s)

Price $126,800

Due to the volatility of the steel and fuel markets, this quote is valid for 30 days from the above
date. We will need to order and bill for material upon receipt of a purchase order,

If you have any questions please do not hesitate to contact our office.

Respectfully submitted,

Accepted

By:
Gary Smyth
President
Date: _

License #ROC154663 A-General Engineering
License #ROC171540 L-11 Electrical

ASME Boiler and Pressure Vessel 'U' Certified
The National Board of Boiler and Pressure Vessel Inspectors 'R' Certified



Item No. Iesc Ion Amount Units Total

1 Survey 1 EA so,ooo

z Geotechnical Slte Evaluation & Materials Testing 1 EA $12,000
3 Structural Design 1 EA $5,000

4 Demo, Grading & Backfill 1 EA $69,600

s Underground Piping 1 EA $38,200

6 Tank Mixing Pipe 1 EA s5,960

7 2 MG Welded Steel Tank per AWWA Standards 1 EA $742,900

Preliminary Schedule Of Values
Project: Continental Road Reservoir Improvements - 2 MG Storage Tank

Prepared For: Community Water
Prepared By: Smyth Industries, INC.
REVISED: March 17, 2014

Notes:

1) Due to the volatility of the steel and fuel markets, this proposal is valid for 30 days from the date listed above.
2) This proposal addresses the increased costs of tank coatings and the underground piping installation having no
backflow prevention devices.



SMYTH INDUSTRIES INC.
4010 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719 Phone I (520) 750-9544 Fax

July 1, 2014

Community Water Company of Green Valley
1501 s. La Canada Dr.
Green Valley, AZ 85622

Dear Community Water,

This letter is in response to your request for Smyth Industries to evaluate the two options being
considered to replace the existing hypalon tank at the Reservoir #2 site on Continental Road.
The two options being considered are:

1.
2.

Install a new above-ground welded steel potable water storage tank.
Replace the existing below-ground hypalon tank.

We conclude that there are many advantages gained with the construction of a welded steel
tank, including health and safety, cost, security, and maintenance while there are only minimal
benefits gained with the installation of a new hypalon tank. The pros and cons are described in
greater detail below.

Cost
The approximate cost to replace the Reservoir #2 hypalon tank is $500,000 and the estimated
service life of that tank is 12-13 years. The cost of the new welded steel tank is about $1,000,000
with an estimated service life of 30 years. The cost per year of the hypalon tank is about
$38,000-42,000 while the cost per year of the welded steel tank is about $33,000-34,000.
Additionally the hypalon tank would require about 250 man hours of maintenance annually for
the following actions:

• Dewatering the hypalon cover after rainfall
• Cleaning the hypalon cover
• Maintaining the motor operated valve
• Maintaining the pressure pump
¢ Maintaining the control system

The maintenance required for steel tanks is usually repair of the interior coatings. Typically
these repairs are under warranty for the first 2 years of service. After warranty, about every 8-
10 years coating maintenance is required at a cost of about $s,ooo$10,000, and a full recoating
of the tank interior may be needed after 15-20 years at a rough cost of about $100,000.

Health and Safety
During site visits we observed and noticed the existinghypalontankcover (which is at ground
leveland exposed to the elements) hasbeen repaired, likely due to splitting or vandalism. These
penetrations ofthe hypalon cover allow for contaminants to enter the tank prior to theirrepair.

License #ROC1S4663 A-GeneralEngineering
License #ROC171540 L-11 Electrical
UL 508 A - Industrial Control Panels

ASME Boiler and Pressure Vessel'u' Certified
The NationalBoard of Boilerand Pressure Vessel Inspectors'R' Certified
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SMYTH INDUSTRIES INC
4010 E. Illinois st.
Tucson, AZ 85714

(520) 750-8719 Phone | (520) 750-9544 Fax

Additionally the connection of the hypalon tank cover to the concrete ring at the edge of the
tank is made via plates and bolts. Said connection is not likely watertight which may permit
contaminants to enter the tank via rainwater runoff. This is of concern when considering the
proximity to the existing mine and desert animal fecal material. Another safety concern is that
there is no way to inspect the inside of the hypalon tank, and Community Water has been
unable to contract a certified diver to inspect the inside of the tank to date.

A welded steel tank would eliminate all of the health and safety concerns described above.

Hydraulic Advantages
As mentioned prior, the existing hypalon tank is a below-ground storage vessel. Per plan
documents provided by Community Water the bottom of the existing tank is 16-feet below
ground surface. This requires that the inlet/outlet is at that level as well which reduces the
amount of available head pressure within the system. Also the shared inlet/outlet in the
existing system results in poor water exchange or circulation within the tank leading to
stagnation and less desirable water quality.
An above-ground welded steel tank would increase the amount of head pressure available
within the system and based on the information provided by Community Water it would reduce
pumping costs at well #10. It would also allow for the elimination of the pressure pump at this
site and create a redundant source of water pressure within the distribution system.
Additionally the welded steel tank design would include an inlet and outlet with at least 90~
degrees of separation between which would increase circulation in the tank, thereby increasing
water quality. Another benefit resulting from the above ground steel tank is that the Reservoir
#2 site would then be under positive pressure which is generally more secure against
contamination.

If you have any questions, comments, or concerns regarding the opinions and recommendations
described herein please contact Smyth Industries.

Sincerely,

sh Schultz, PE
Project Manager

License #ROC154663 A-General Engineering
License i¢Roc171540 L~11 Electrical
UL 508 A - Industrial Control Panels

ASME Boiler and Pressure Vessel 'U' Certified
The National Board of Boiler and Pressure Vessel Inspectors 'R' Certified
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SMYTH INDUSTRIES
4010 E. Illinois st.
Tucson, AZ 85714

(520) 750-8719
(520) 750-9544

Raul Pima CPE Consultants
Re: Community Water Generator Quotes
Date: August 8, 2014

•

•

•

Natural Gas Generator: $1 ,135,318.00 (per site)
Furnish and install (t) new 1000kw Natural Gas Generator.

Automatic Transfer Switch.
Natural! Gas Engine (exceeds 48hr runtime requirement).
Sound Attenuated Enclosure.
Wire from the SES to the Transfer Switch and continued to the power distribution blocks in the
wireway to feed the pump panels.
Conduit and necessary appurtenances.•

•

•

•

•

Diesel Generator: $466,568.00 (per site)
• Furnish and install (1) new 1000kW Diesel Generator.

Automatic Transfer Switch.
48 Hour Diesel Storage.
Sound Attenuated Enclosure.
Wire from the SES to the Transfer Switch and continued to the power distribution blocks in the
wireway to feed the pump panels.
Conduit and necessary appurtenances.•

Exclusions:
•

•

•

•

•

Permits
Site Work
Concrete Pads
Taxes
Modifications to electrical rack for the transfer switch.

Thank you,

Ray Rogers
Project Manager
Ray@Smythsteel.com
Office 520.750.8719

License #ROC154663 A-Generad Engineering
License #ROC171540 L-11 Electrical

ASME Boiler and Pressure Vessel 'U' Certified
The National Board of Boiler and Pressure Vessel Inspectors 'R' Certified

UL 508A Manufacturing #E306021



SMYTH INDUSTRIES
4010 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719
(520) 750-9544

Load Summary
Well Pump (400HP)
Booster Pump #1 (100HP)
Booster Pump #2 (100HP)
Booster Pump #3 (100HP)
Booster Pump #4 (100HP)
Booster Pump #5 (100HP)
20/240 Volt XFMR (10KVA)

Sub Total:
25% Largest Motor

477
124
124
124
124
124
20.8

1117.8
119.25

1237.05Total:

Well Pump (350HP)
Booster Pump #1 (125HP)
Booster Pump #2 (125HP)
Booster Pump #3 (125HP)
Booster Pump #4 (125HP)
Booster Pump #5 (125HP)
20/240 Volt XFMR (10KVA)

Sub Total:
25% Largest Motor

414
156
156
156
156
156
20.8

1214.8
103.5

Total: 1318.3

License #ROC 154663 A-General Engineering
License #ROC171540 L-11 Electrical

ASME Boiler and Pressure Vessel 'U' Certified
The National Board of Boiler and Pressure Vessel Inspectors 'R' Certified

UL 508A Manufacturing #E30602 l
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EMPIRE POWER SYSTEMS
3830 N. Highway Drive

Tucson, AZ 85705

Save x
Steve Maddox
Empire Power Systems
520-407-3106 Office, 520-955-3106 Mobile, steve.maddox@empire-cat.com
BILL OF MATERIALS

Caterpillar Components Features
101 11 LV0011 G3516 PGS 1800 RPM HIGH CR
Sub-Items 102 to 104 belong to item 101
102 I 1 4385936 GENERAL AR
103 I 1 4356444 ENGINE AR-GENSET
104 I 1 1441696 GENERATOR AR-PWR (A679)
105 I 1 5N9597 VOLTAGE INDICATOR 480V, 60HZ
106 I 1 3571662 CERTIFICATION GP (EU)
107 I 1 OV1065 END USE: GENERAL EPG
108 11 1214713 ENGLISH DISPLAY UNITS
109 I 1 9Y8156 NOTE - STAMP FOR STANDBY POWER
110 I 1 1214712 PANEL LIGHTS/AUXILIARY RELAY
111 S1 1315451 2301A SPEED CONTROLLER
112 I 1 3612453 CONVERSION GP-S (LVEB)(EC)
113 I 1 LE0617 SPACE HEATER RELAY
114 I 1 SZ3333 ***SPECIAL SETTING REQUEST****
115 I 1 3729106 COVER GP
116 I 1 LE7827 LUBE OIL - DRAIN PRIOR TO SHIP
200 I 1 OV8707 G3516A STANDBY W/ AFRC & RAD
300 I 1 1441696 GENERATOR AR-PWR (A679) L
400 I 1 1441692 GENERATOR AR-PWR (A678)
500 I 1 OV2319 DTO- CONTROL GP (AFRC)
600 I 1 OV2319 DTO - HARNESS GP - WRG
700 I 1 OV2319 DTO - HARNESS GP - WRG
800 I 1 Lv0011 G3516 PGS 1800 RPM HIGH CR L
Sub-items 801 to 803 belong to item 800
801 I 1 4385936 GENERAL AR L
802 I 1 4356444 ENGINE AR-GENSET L
803 I 1 1441696 GENERATOR AR-PWR (A679) L
900 I 1 LV0023 G3516 PGS 1800 RPM HIGH CR
Sub-items 901 to 903 belong to item 900
901 I 1 3994460 ENGINE AR-GENSET
902 I 1 3996905 GENERAL ARRANGEMENT
903 I 1 1441696 GENERATOR AR-PWR (A679)
1000 I 1 OV2319 DTO - 52 SQ FT ENG DRIVEN RADIATOR
This line item provides a 52 square foot engine driven radiator that provides 104F with 7F rise ambient capability at
1000ft a.s.I. and 0.5" of water external static.
Radiator will be supplied loose for on-site installation due to the size.
Drop over Sound Attenuated Enclosure complete with exhaust system, distribution panel and lighting

CATER_F;LLLAR CT§_1500_A_MP AUTQMATIC 1RANSFER s_wlTcH

Caterpillar Components Features
Feature CodeQty Description
DELATRN_l 1 DELAYED TRANSITION
STANBYP_l 1 STANDARD - NO BYPASS
CONTACT_l 1 CONTACTOR

840 N. 43rd Avenue Phoenix, AZ 85009 PO Box 2985 Phoenix, AZ 85062-2985 I 602.333.5600 s Fax; 602.333.5618

www.empire-cat.com AZ Contractors License ROC267407A Division of Empire Southwest,LLC

ill I



EIIIFIHE I EMPIRE POWER SYSTEMS

---POWER SYSTEMS
3830 n. Highway Drive

Tucson, AZ 85705

NEMA03R_l
1600AMP_l
003POLE_|
ATSOOV7_l
MX00250_l
MCONS01_I
24DCOQ2_|
ZNETM00__l
GNDBAR5_I
CTSDOOB03

1 NEMA OR ENCLOSURE
1 1600 AMPS
1 3 POLES
1 277/480V, 3 PHASE, 4 WIRE, 6TH
1 MX250 CONTROLLER
1 24VDC MX250 CONTROL PACKAGE
1 MX PK SHAVE/REMOTE TEST(24VDC)
1 MX MODBUS COMM CARD
1 MX GndBus 12-#2 600M 600-4000A

160E

NOTE: ALL SHIP LOOSE ITEMS TO BE INSTALLED BY OTHERS _ PART OF GENSET INSTALLATION

GENERAL
Parts book and operation manual
Generator test report
0.8 factory load test

Freight is included FOB truck job site, Green Valley, AZ

Basic Packaged Generator Set Start up includes:
All work to be performed during regular business hours, 7:00 a.m. to 4:00 p.m. Monday - Friday.

• Install acid in the batteries
- Hook up batteries

Visually inspect unit for damage or missing parts
Check Fluid levels - install coolant in installed cooling system

• Check isolators adjustments
• Hook up auto start wires to Generator

Verify Battery Charger is working
Verify Block Heater is working

• Prime fuel system
• Hook up to EMCP 2+ panel verify settings are at factory default settings
• Copy Configuration of panel and give to sales department
• Service meter extend days out
• Start up unit verify operation at no-load
- Verify correct voltage and hertz
• Check Safeties
• Verify all gauges are reading correctly
• Connect and disconnect pure resistive load bank with one 75 foot run.
• Load bank for 4 hours
• Perform Startup Inspection Form and give paper work to the sales department
• Perform facility load tests
• Perform basic training session in conjunction with start-up services

Automatic Transfer Switch Start up includes: (To be performed at time of genet startup)
All work to be performed during regular business hours, 7:00 a.m. to 4:00 p.m. Monday - Friday.

• Visually inspect switch for damage or loose items
• Covers are installed and secured
• Manually transfer switch with no voltage

Verify limit switches are working
• Verify all electrical connections are secure
• Power up switch
• Check voltages on normal and emergency circuit
• Calibrate voltage sensing
• Check phase rotation
• Record settings and timers

840 N. 43" Avenue Phoenix, AZ 85009 PO Box 2985 Phoenix, AZ 85062-2985

www.empire-cat.com

602.333.5600 n Fax: 602.333.5618

AZ Contractors License ROC267407A Division of Empire Southwest,LLC

Jul



emma EMPIRE POWER SYSTEMS

PUMIER SYSTEMS

3830 N. Highway Drive
Tucson, AZ 85705

Make sure generator is in auto and breaker closed
Perform a power outage test on the transfer switch
Time each phase of the switch functions and record
Verify the times are the same as the settings
Verify bypass system (by-pass switches only)
Perform ATS start-up in conjunction with genet start-up services

Thank you for the opportunity to quote this project. Empire Power Systems remains at your disposal for
any additional information or assistance that you may require.

Best regards,

Empire Power Systems

Same x

Steve Maddox, Account Manager
Direct: (520) 407-3106 - Fax: (520) 407-3153 Cell: (520) 955-3106 - Email: smaddox@empire-cat.com

This Quote Specifically Excludes:
• Any applicable Taxes
• Installation, electrical, mechanical, permits, and engineering
• Crane or Rigging at Job Site

Subject to the attached terms and conditions. This quote automatically expires 11/30/2014.

TERMS & CONDITIONS

A) Customer is responsible for any and all installation of the equipment supplied by Empire Power Systems, unless otherwise
specified in writing. All equipment needed to perform any loading or unloading of the equipment supplied by Empire Power
Systems is the responsibility of the buyer.

B) Empire Power Systems limits the scope of supply for this quotation to the equipment and services listed in our bill of material.
Unless specifically listed in our bill of material, equipment not indicated is assumed to be supplied by others. We have detailed the
equipment proposed in the bill of material. Please check it to be certain that it meets your requirements.

C) Empire Power Systems reserves the right to correct any errors or omissions. Standard warranty of the manufacturer applies.
Copies are available upon request.

D) Contracts which include penalty or liquidated damage clauses, waivers of subrogation, or naming a third party additionally
insured are not acceptable or binding on Empire Power Systems, unless accepted and confirmed in writing by an officer of Empire
Power Systems at its Phoenix division office.

E) Unless agreed to in writing, Empire Power Systems will not accept purchase orders which:
> Require Empire Power Systems to pay any and all legal expenses for the purchaser in the event of a dispute
> Require that Empire Power Systems be responsible for design work and/or guarantee that a performance standard for a

system be met
Require completion and acceptance of the project by the owner before payment>

F) There will be a 25% of order cancellation fee for any orders cancelled, once placed and accepted by Empire Power Systems,

G) Empire Power Systems' standard and extended terms and conditions are included in the quotation and hereby become part of
this quotation. These same terms need to be noted on any purchase order received by Empire Power Systems in order to process
your order.

H) Empire Power Systems will not be responsible for any labor or material charges by others associated with the start-up and
installation of this equipment unless previously agreed upon, in writing by Empire Power Systems.

840 n. 43"' Avenue Phoenix, AZ 85009 PO Box 2985 Phoenix, AZ 85062-2985

www.empire-cat.com

602.333.5600 I Fax; 602.333.5618

AZ Contractors License ROC267407A Division of Empire Southwest,LLC
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EMPIRE POWER SYSTEMS

---l=»owe9 SYSTEMS
3830 N. Highway Drive

Tucson, AZ 85705

I) EmpirePower Systems is a supplier of materials and related services and not a contractor. Retention is not acceptable.

J) Credit is subject toEmpire Power Systems, approval at its sole discretion. This quote in no way constitutes approval of credit.

K) Empire Southwest LLChas entered a like-kind exchange (LKE) program. If the equipment described herein qualifies and is
purchased, notice is hereby given that EmpireSouthwest LLCwill assign its rights under the sales contract toEmpire Exchange
LLC including, if applicable, the right to purchase any trade-in property. If this contract is assigned toEmpire Exchange LLCsales
proceeds must be remitted according to the invoice rendered.

L) Sales payments are due Net 10, all others Net 30. Unless otherwise agreed in writing by a corporate officer of Empire Southwest,
LLC ("Empire"), the purchase of goods (including, but not limited to, new and used equipment, attachments, parts and technology)
or services from Empire will be governed solely by Empire's Terms and Conditions of Sales and Service (the "Terms"), which are
available at wvvvvempire-cat.com/termsandcondi%iohs_or such other successor website at which Empire posts its Terms from time to

ft
incorporated by reference into this document and all other documents related to your purchase of goods or services from Empire.
By purchasing goods or services from Empire, you agree to be bound by Empire's Terms.

time. A hard copy of the Terms is availableupon written request to terms.condi ons@emp»re-caz.com Empire's Terms are hereby

Terms and conditions of this quotation govern over any conflict between this document and customer's purchase order or
other document.

Proposal l Submittal Attachment
Emissions Compliance Section

The generator engine supplied specific to this project is labeled, EPA Stationary

Emergency.
The engine configuration supplied meets USA Environmental Protection Agency, (EPA)
Stationary Emergency Certifications established January 1, 2011 for Stationary Use Only
during Defined Emergency Conditions.

O

The engine is EPA certified to the following operating conditions:
Normal source power is lost.
User starts the emergency generator set to supply power to the electrical loads.
Normal source power returns.
User shuts down the emergency generator set and supplies the electrical loads from the
normal source.

O

o
O

O

The engine is certified to the following operational conditions:
Non-emergency operation.
Prime Power applications.
Load management / peak shaving applications.
Electric Power Rental and other mobile units.
Installations which run for storm avoidance.

o
O

o
O

o

There is no restriction on the number of hours that an emergency installation may run under true
emergency conditions, but the EPA regulation only allows operators to run their emergency gen
sets for 100 hours per year for maintenance and exercise purposes. However if local regulations
dictate, operators may petition the EPA for an increased number of annual maintenance hours.
All operation of an emergency generator set must be recorded by the operator and referenced to a
non-resettable hour meter fitted to the generator set. New emergency engines built after the

840 n. 43"' Avenue Phoenix, AZ 85009 PO BOX 2985 Phoenix, Az 85062-2985 • 602.333.5600 s Fax: 602.333.5618

www.empire-cat.com AZ Contractors License ROC267407A Division of Empire Southwest,LLC
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----PloWER SYSTEMS

EMPIRE POWER SYSTEMS
3830 N. Highway Drive

Tucson, AZ 85705

effective date of the tier 4 regulations for their power class, must also be fitted with a permanent
label stating that they are for emergency use only.

840 N. 43M Avenue Phoenix, AZ 85009 PO Box 2985 Phoenix, AZ 85062-2985 • 602.333.5600 I Fax: 602.333.5618

www.empire-cat.com AZ Contractors License ROC267407A Division of Empire Southwest,LLC



ATTACHMENTS c.a.r
SUB BASE FUEL TANK
for C27 and C32
ENCLOSURE

Diesel Generator Set

Image shown may not reflect actual package

Dual Wall sub base fuel tanks offer an integrated
fuel solution for your Cat'8' diesel generator set.

FEATURES

e UL 142 (US) and ULC S601 (Canada) Listed

• NFPA 30, 37 and 110 installation compliant
»  CSA C282-09 and B139-04 installation compliant
¢ Dual wall, secondary containment (minimum

of 110% of primary tank capacity)
Tank design provides capacity for thermal
expansion of fuel

• Lockable 2" raised fuel fill with optional seven
gallon spill containment

• Leak detection switch
Port for access to containment tank

• Removable engine supply and return dip
tubes

• Direct reading fuel level gauge
Fuel supply dip tube is positioned so as not to
pick up fuel sediment

• Fuel return and supply dip tubes are separated
by an internal baffle to prevent recirculation of
heated return fuel

• Fuel fill - t01.6 mm (4 in), lockable flip top cap
• Primary tank level detection switch in

containment basin
• Primary and secondary tanks are leak tested

at 20.7 Pa (3 psi) minimum
»  interior tank surfaces coated with a solvent-

based thin-film rust preventative
a Heavy gauge steel gussets suitable for lifting

package
»  Gloss black polyester alkyd acrylic enamel

exterior paint over epoxy based primer

»  Primary tanks are equipped with customer
connections for remote fuel transfer, return, and
vent. Additional ports provided for customer use.

»  2" Atmospheric screened vent cap

»  Fittings for opt fuel levels or auxiliary fuel
Pump

• Excellent stub-up access beneath circuit
breaker (within fuel tank)

• Emergency vents on primary and secondary
tanks are sized in accordance with NFPA 30,
external to enclosure.

• Compatible with factory enclosures only
»  Optional installed fuel level indication at the

generator set control panel.
Seismic certification per applicable building
codes: IBC 2000, IBC 2003, IBC 2006, IBC
2009, CBC 2007

• Tested and analyzed in accordance with:
ASCE 7-98, ASCE 7-02, ASCE 7-05, icc-
ES AC-156

• Anchoring details are site specific, and are
dependant on many factors such as
generator set size, weight, and concrete
strength. IBC Certification requires that the
anchoring system used is reviewed and
approved by a Professional Engineer.

LEHE0408-00

III l



Rafi ng
Engine Strategy

0Run Time 100% Load (Hrs)
1000 gal 2000 gal 3600 galeke kA SB/PP/CN

1000 1250 SB C32 Low BSFC - 51.928.814.4

910 1138 PP C32 Low BSFC 15.9 57.131.7

830 1038 CN C32 Low BSFC 17.4 62.534.7

800 1000 SB C27 Low BSFC 17.8 63.935.5

725 906 PP C27 Low BSFC 19.3 69.538.6

750 938 SB C27 Low BSF C 18.9 37.8 68.1
680 850 PP C27 Low BSFC 20.7 74.441.3

Rating Engine Strategy
IRun Time 100% Load Hrs

2000 gal1000 gal 3600 galeke k A SBIPP/CN
1000
910 1138 PP 032 ESE (Tier 2) 15.2 30.4 54.8

830 1038 CN C32 ESE Tier 2) 16.3 32.6 58.7

800 1000 SB C27 ESE (Tier 2) 17.5 34.9 62.8

725 906 PP C27 ESE (Tier 2) 19.0 38.0 68.3

750 938 SB C27 ESE Tiers) 18.7 37.3 67.2

680 850 PP C27 ESE (Tier 2) 20.2 40.4 72.7

1000 1250 SB C32 ESE (Tier 2) 13.9 27.8 50.1

Rating Eng ire Strategy
9Run Time 100% Load Hrs

1000 gal 2000 gal 3600 galeke kA SBPP/CN
800 640 SB 17.0Tier 4 InterimC27 34.0 61.1

725 580 PP Tier 4 InterimC27 18.8 37.5 57.7

Q

ATTACHMENTS

Information contained in mis publication may be considered confidential. Discretion is recommended when distributing.
Materials and specifications are subject to change without notice.

CAT, CATERPILLAR, their respective logos, "Caterpillar Yellow," the "Power Edge" trade dress as well as corporate
and product identity used herein, are trademarks of Caterpillar and may not be used without permission.

www.Cat-ElectricPower.com

LEHE0408-00 (01/13)
©2013 Caterpillar.

All Rights Reserved.
Printed in U.S.A.
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DIESEL GENERATOR SET
®

STANDBY
800 ekW 1000kVA
60Hz 1800rpm 480Volts
Caterpillar is leading the power generation
marketplace with Power Solutions engineered
to deliver unmatched flexibility, expandability,
reliability, and cost-effectiveness.

image shown may not
reflect actual package.

FEATURES

FUELlEMISSIONS STRATEGY CAT C27ATAAC DIESEL ENGINE

EPA Certlfved for Stationary

Emergency Application

(EPA Tier 2 emissions levels)

DESIGN CRITERIA

a

Utilizes ACERT" Technology
Reliable, rugged, durable design
Four-cycle diesel engine combines consistent
performance and excellent fuel economy with
minimum weight
Electronic engine controlThe generator set accepts 100% rated load in one

step per NFPA 110 and meets INC 8528-5 transient

response. CAT GENERATOR
and output

UL 2200! CSA - Optional
Designed to match the performance

characteristics of Cat diesel engines

Single point access to accessory connections

UL 1446 recognized Class H insulation

UL 2200 listed packages

CSA Certil3ed

Certain restrictions may apply.

Consult with your Cat@ Dealer, CAT EMCP 4 CONTROL PANELS

FULL RANGE OF ATTACHMENTS
Simple user friendly interface and navigation

Scalable system to meet a wide range of

customer needs

Integrated Control System and Communications
Gateway

Wide range of bolt-on system expansion
attachments, factory designed and tested
Flexible packaging options for easy and cost
effective installation

SEISMIC CERTIFICATION
SINGLE-SOURCE SUPPLIER *

IFully prototype tested with certified torsional
vibration analysis available

WORLDWIDE PRODUCT SUPPORT
Cat dealers provide extensive post sale support

including maintenance and repair agreements

Cat dealers have over 1,800 dealer branch stores

operating in 200 countries

The Cat S-O-SW program cost effectively detects
internal engine component condition, even the
presence of unwanted fluids and combustion
by-products

Seismic Certification available

Anchoring details are site specific, and are

dependent on many factors such as generator set

size, weight, and concrete strength.

IBC Certification requires that the anchoring

system used is reviewed and approved by a

Professional Engineer

Seismic Certification per Applicable Building

Codes; IBC 2000, IBC 2003, IBC 2006, IBC 2009,

CBC 2007

Pre-approved by OSHPD and carries an

OSP-0084-10 for use in healthcare projects in

California

LEHE0452-00

UAT



Svstem Standard Optional
Air Inlet Air cleaner

Cooling »Package mounted radiator

Exhaust Exhaust flange outlet [ ] Exhaust mufflers

Fuel Primary fuel falter with integral water separator
Secondary fuel filters
Fuel priming pump

Generator Matched to the performance and output
characteristics of Cat engines

i ] Oversize and premium generators
[ ] Permanent magnet excitation (PMG)
[ ] Internal excited (IE)
[] Anti-condensation space heaters

Power Termination Bus bar [] Circuit breakers, UL listed
[] Circuit breakers, INC compliant

Control Panel EMCP 4 Genset Controller UEMCP 4.2
[ ] EMCP 4.3
[] EMCP 4.4
[] Generator temperature monitoring and protection
[ 3 Load share module
K I Digital I/O module
[] Remote monitoring software

Mounting [] Rubber vibration isolators

Starting/Charging [ ] Battery chargers
[1 Oversize batteries
[] Jacket water heater
[ ] Heavy duty starting system
( ] Charging alternator

General Paint -Caterpillar Yellow except rails and radiators
gloss black

The following options are based on regional and
product configuration:
I] Seismic Certification per Applicable Building Codes:

IBC 2000, IBC 2003, IBC 2006, IBC 2009, CBC 2007
[] EU Certificate of Conformance (CE)
[ ] UL 2200 package
[ ] CSA Certification
[ I EEC Declaration of Conformity
H Enclosures- sound attenuated, weather protective
[] Automatic transfer switches (ATS)
[ ] Integral 8: sub-base fuel tanks
[ ] Integral & sub-base UL listed dual wall fuel tanks

®

STANDBY 800 eke 1000 kA
60 Hz 1800rpm 48OVolts

FACTORY INSTALLED STANDARD & OPTIONAL EQUIPMENT

LEHE0452-00
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®

STANDBY 800 eke 1000 kA
60 Hz 1800rpm 48OVolts

SPECIFICATIONS

CAT GENERATOR CAT EMCP 4 SER|ES CONTROLS

Frame size, . 1268

Excitation , . Permanent Magnet

Pitch . . .0.6667

Number of poles . .4

Number of bearings , Single bearing

Number of Leads . , 012

Insulation UL 1446 Recognized Class H with

tropicalization and aritiabrasion
- Consult your Caterpillar dealer for available voltages

IP Rating , .Drip Proof lP23

Alignment .. ,Pilot Shaft

Overspend capability . .150

W ave form Deviation (Line to Line) . . .Less than 5%

deviation
Voltage regulator.......

volts/Hz
Voltage regulation .Less than +/~ l/2% (steady state)

Less than +/- l% (no load to full load)

Phase sensing with seiectibie

CAT DIESEL ENGINE

C27 TA, V.12, 4-Stroke Water-cooled

Bore .

Stroke

Dispiacemermt

Compression Ratio

Aspiration

Fuel System

Gcvemor Type .

Diese!

137.20 mm (5.4 in)

.152.4() mm (6.0 in)

.27.03 L 4649.47 §n 3)

. 16.5

.TA

. MEU\

ADEMW AS

EMCP 4 controls including:

- Run /Auto /Stop Control

- Speed and Voltage Adjust

- Engine Cycle Crank

- 24-volt DC operation

- Environmental sealed front face

- Text alarm/event descriptions

Digital indication for:

_ RPM

- DC volts

- Operating hours

- Oil pressure psi, Pa or bar)

- Coolant temperature

.. Volts {L-_ 8< L-N), frequency (Hz)

- Amps (per phase 84 average)

- eke, kA, knAR, kW -hr, %kW . PF

Warning/shutdown with common LED indication of:

- Low oil pressure

- High coolant temperature

_ Overspend

Emergency stop

- Failure to start (overcrank)

.. Low coolant temperature

Low coolant level

Programmable protective relaying functions:

- Generator phase sequence

- Over/Under voltage (27/59)

- Over/Under Frequency (81 o/u)

- Reverse Power (kW) (32)

- Reverse reactive power InVAr) (32RV)

- Overcurrent (50/51)

Communications:

- Six digital inputs (42 only)

- Four relay outputs (Form A)

-Two relay outputs (Form C)

-Two digital outputs

- Customer data link (Modbus RTU)

- Accessory module data link

- Serial annunciator module data link

- Emergency stop pushbutton

Compatible with the following:

- Digital l/o module

- Local Annunciator

_ Remote CAN annunciator

_ Remote serial annunciator

LEHE0452-00
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Open Generator Set _ .. 1800rpm/60 Hz/480 Volts DM7696
EPA Certified for Stationary Emergency Application
(EPA Tier 2 emissions levels)

Generator Set Package Performance
Ger set Power rating @ 0.8 pf
Ger set Power rating with fan

1000 kA
800 eke

Fuel Consumption
100% load with fan
75% load with fan
50% load with fan

573 Gal/hr
45.4 Gal/hr
32.3 Gal/hr

216.9 Uhr
171.7 Uhr
122.3 L/hr

Cooling System 1
Air flow restriction (system)
Engine coolant capacity

0.12 Pa

55.0 L

0.48 in. water
14.5 gal

Inlet Air
Combustion air inlet flow rate 2217,8 com62.8 m'/min

allowable)

Exhaust System
Exhaust stack gas temperature

Exhaust gas flow rate

Exhaust flange size (internal diameter)

Exhaust system backpressure (maximum

952.5 DF

6014.1 com

8 in

40.2 in. water

511.4 "C
170.3 m'/min
203 mm
10.0 Pa

Heat Rejection
Heat rejection to coolant (total)
Heat rejection to exhaust (total)
Heat rejection to aftercooler
Heat rejection to atmosphere from engine
Heat rejection to atmosphere from generator

18767 Btu/min
45268 Btu/min
9213 Btu/min
6256 Btu/min
2293.9 Btu/min

330 kW
796 kW
162 kW
t 10 kW
40.3 kW

Rise

Alternator z
Motor starting capability @ 30% voltage dip
Frame
Temperature 225° F

3641 skA

1268

125 o C

Lube System
Sump refill with filter 18.0 gal68.0 L

Emissions (Nominal) a
NOx g/hp-hr
CO g/hp-hr
HC g/hp-hr
PM g/hp~hr

5,18 g/hp-hr
.23 g/hp-hr
.03 g/hp-hr
.024 g/hp-hr

STANDBY 800 eke 1 ooo kA
®

60 Hz 1800rpm 480Volts

TECHNICAL DATA

' For ambient and altitude capabilities consult your Cat dealer. Air flow restriction (system) is added to existing restriction from factory,
'Generator temperature rise is based on a 40° C ambient per NEMA MG1-32. UL 2200 Listed packages may have oversized generators
with a different temperature rise and motor starting characteristics.
s Emissions data measurement procedures are consistent with those described in EPA CFR 40 Part 89, Subpart D & E and lS08178-1 for
measuring HC, CO, PM, NOx, Data shown is based on steady state operating conditions of 77°F, 28.42 in HG and number 2 diesel fuel
with 35°  APl and LHV of 18,390 Btu/lb. The nominal emissions data shown is subject to instrumentation, measurement, facility and engine
to engine variations. Emissions data is based on 100% load and thus cannot be used to compare to EPA regulations which use values
based on a weighted cycle.
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STANDBY 800 eke 1000 kA cAr'
60 Hz 1800rpm 480Volts

RATING DEFINITIONS AND CONDITIONS

Applicable Codes and Standards: ASi359, CSA C22.2 No

100-04, UL142, UL489, UL60l, UL869, UL2200, NFPA 37,

NFPA 70, NFPA 99, NFPA 110, IBC, lEC60034-1, IS03046,

IS08528, NEMA MG 1-22, NEMA MG 1-33, 72/23/EEC,

98/37/EC, 2004/108/EC

Standby - Output available with varying load for the

duration of the interruption of the normal source power.
Average power output is 70% of the standby power
rating. Typical operation is 200 hours per year, with

maximum expected usage of S00 hours per year.

Ratings are based on SAE J1349 standard conditions.
These ratings also apply at lS03046 standard conditions.

Fuel Rates are based on fuel oil of 35°  API (16°  C or 60°  F)
gravity having an LHV of 42 780 k)/kg (18,390 Btu/lb)

when used at 29°  C (85°  F) and weighing 838.9 g/liter

(7.001 lbs/U.S. gal.).

LEHE0452-00
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Package Dimensions

Length 4141.6 mm 183.05 in

Width 1823.3 mm 71.78 in
Height 2210.5 mm 87.03 in

STANDBY 800 eke 1000 kA
®

60 Hz 1800rpm 480Volts

DIMENSIONS

NOTE: For reference only - do not use for
installation design. Please contact
your local dealer for exact weight
and dimensions.

www.Cat-EIectricPower.com

Feature Code: C27DR70

z013 Caterpillar
All rights resewed.

Gen. Arr. Number: 385-0624
Materials and specifications are subject to change without notice.
The International System of Units (St) is used in this publication.

Source: U.S, Sourced
CAT, CATERPILLAR, their respective logos, "Caterpillar Yellow," the

"Power Edge" trade dress, as well as corporate and product identity used
herein, are trademarks of Caterpillar and may not be used without

permission.
LEHE04S2-00 (08/13)
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ENCLOSURES

SOUND ATTENUATED
ENCLOSURES FOR
C27 and C32
GENERATOR SETS

[mage shown may not retlect actual package

These sound attenuated, factory installed
enclosures are designed for safety and
aesthetic value. Rugged construction provides
weather protection and the ability to withstand
exposure to the elements.

FEATURES

ROBUST/HIGHLY CORROSION
RESISTANT CONSTRUCTION

SECURITY AND SAFETY

Environmentally friendly, polyester powder baked
paint in Caterpillar yellow.

• Zinc plated or stainless steel fasteners
14 gauge steel construction

• Pitched roof for improved rain ingress protection
¢ Critical grade internally mounted muffler/exhaust

system
Vibration spring isolators
75 ElBA at 7m

• Lockable access doors with standard key
utilization

• Cooling fan and battery charging alternator
fully guarded

• Oil fill and battery can only be reached via
lockable access

• External fuel connections.
Externally mounted emergency stop button
Designed for spreader-bar lifting to ensure
safety

EXCELLENT ACCESS Certifications
• Control panel mounted on left side or right side of

package
Large cable entry area for ease of installation
Left hand or right hand bottom entry access to
power cable bus or circuit breaker

• Double doors on both sides
»  Lube oil and coolant drains piped to exterior of

enclosure and terminated drain valves

•

•

UL Listed
»  Seismic certification per applicable building

codes: IBC 2000, IBC 2003, IBC 2006, IBC
2009, IBC 2012 CBC 2007

• IBC certifiable for 120 mph wind loading
• Tested and analyzed in accordance with:

ASCE 7-98, ASCE 7-02, ASCE 7-05, ICC-ES
AC-156

OPTIONS
• Interior AC lighting system and AC receptacles

(interior and exterior)
»  AC distribution box

Interior DC lighting system with automatic shutoff
timer

• Cold weather bundle, including motorized louvers
(powered closed), back draft dampers and
enclosure space heater

»  Yellow (default), white, grey, or beige paint
• 1000 gal., 2000 gal., 3600 gal. fuel tanks
• 120 mph wind loading

LEHE0407-01
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Length Width Height Weight*
mm in mm in mm in ks lbs .

Enclosure with sub base 7,010.4 276.0 2 554.1 100.6 2 844.4 112.0 3 500.0 7 716.2

Enclosure with 1000 gal tank base 7,645.4 301.0 2 554.1 100.6 3213.1 126.5 5,920.0 13 051.4

Enclosure with zoom gal tank base 7,645.4 301.0 2,554.1 100.6 3,454.4 136.0 6,050.0 13,338.0

Enclosure with 3800 gal tank 9,750.0 383.9 2,554.1 100.6 3,758.8 148.0 7,000.0 15,432.4
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Note: For reference only - do not use for installation design. Please contact your dealer for exact weights and dimensions.

ENCLOSURE WEIGHTS AND DIMENSIONS

*Weight does not include package generatorset weight.

NOTE: For reference only - do not use for installation design. Please contact your
local dealer for exact weight and dimensions .

Materials and specifications are subject to change without notice.
CAT, CATERPILLAR, their respective logos, "Caterpillar Yellow", the "Power Edge" trade dress as well as corporate

and product identity used herein, are trademarks of Caterpillar and may not be used without permission.

LEHE0407-01 (10/13)
WWW car-electrncpowercom

©2013 Caterpillar
All rights reserved.
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WATER RESERVOIR no.5

COMPLETIQN REPORT

Prepared for:

Community Water Company of Green Valley
1501 s. La CaNada Drive
Green Valley, AZ 85622

Prepared by:

CPE Consultants
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con§UIf£nTs
January 4, 2016

Mr. Arturo GabaldOn
President
Community Water Company of Green Valley
1501 S. La CaNada Drive
Green Valley, AZ 85622

RE: Water Reservoir No. 5 Completion Report

Dear Mr. Gabaldéni

Enclosed please find the Completion Report for Water Reservoir #5, In our report, we include all
of the available project descriptive information and revisit the criteria shown to the Arizona
Corporation Commission (ACC), as the basis for selection of a steel tank for the new reservoir.

The report is formatted so as to provide a self-sufficient narrative about the new reservoir project,
from inception to construction completion. In order to keep the main text brier" and concise, we
have supplemented it with appendices, where a review in depth can be made about the project
particulars regarding design and construction of the new reservoir.

Accordingly, our report provides and introduction that describes the CWC service area, and
references the ACC approval decision. A copy of the approval document is included in Appendix
A of the report,

The following two sections restate the basis for design and selection of the new reservoir, as was
made in the ACC petition. Appendix B of the report includes an inventory of the major CWC
distribution system components, and a copy of the latest CWC Water Utility report to the ACC.

In the discussion section, we identify the major components of WR#2, which has been demolished
and removed (see Appendix C). In this section we also describe the WR#5 project, including
construction contract documents and agency permits for the new water reservoir (see Appendix D),
and we provide copy of the "as-built" plans, as supplement reference (see Appendix E). One
important item addressed at the conclusion of this section is that the documents you have provided
us indicate that the new reservoir  was completed within the budget requested, which further
validates your discussions with the ACC, in the matter of best advisable investment option. We
include copies of the project invoices in Appendix F.

We have also included a progress photographic log for the project, comprised of a selection of
photographs you provided us. It is organized in a reverse timeline, from project completion to
project start.

4 9

3895 N. Business Center Dr

PH: 580 545 soul 0 F,- *Q 545 7003

,Suite I 15 ° 'hlcson, AZ 85705
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Mr. Arturo GabaldOn
Community Water Company of Green Valley
January 4, 2016
Page No. 2

The report provides a comprehensive description of the project and its intent, as well as reiteration
of the assurances made to the ACC. An operation cost savings supplement can be added in the
future, once the data is available.

We are herewith providing your hard and digital copies. Please let me know if you need additional
information.

Sincerely,

CPE CONSULTANTS, LEC"1 I
L w

/
,f

f

<"'i -c*~»<

Raul F. Pilia, P.E.

f

"1.
v

*Q--

RFP:cs

cc: Mr. John Meyer, CWCGV
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Operating Capacity

Well
No.

Discharge
Pressure

(psi)

Discharge
Volume

(Qpm)
6 104 570
9 96 980

10 5 2,250
11 5 2,450

Totals 6,250

1. Introduction

Community Water Company of Green Valley (CWC) is a municipal water provider in southern
Arizona. It primarily serves the communities of Green Valley and the Town of Sahuarita, both
coinrnunities are in southeastern Pima County, Arizona (see Figure l, Location Map). According
to official records on file in the Arizona Corporation Commission (ACC), its service area is about
9.44 square miles or 6,000 acres, and it provides water to nearly 13,000 connections/customers (see
Figure 2, Service Area Map). The most current CWC "Annual Water Withdrawal Report" to
ADWR inborns that a total of 771 .4 million gallons (MG) was pumped from its wells in 2014.

CWC has recently completed construction of a new ZMG steel tank reservoir, identified as Water
Reservoir #5 (WR#5) in the CWC system (see figure 3, Major System Components). WR#5
replaces one the oldest CWC water reservoirs, a hypalon bladder tank that was originally placed in
operation in 1975 and which was identified as Water Reservoir #2 (WR#2) in the CWC system.
Construction of the new reservoir was approved by the Arizona Corporation Commission (ACC),
who authorized this new CWC acquisition with Decision 74809, dated l3novl4, and filed in
Docket w-02304A_14-0041 (see Appendix A, ACC Decision 74809).

2. Purpose

The purpose of this report is to inform the ACC about the successful completion of the new WR#5
replacement construction project and of achieving the benefits outlined in the above approved
application.

3. Background

CWC is classified as a multiple-well community water system by the State of Arizona. Its water
system is served by four wells, which together are rated as having a water production capacity of
6,250 gallons per minute (GPM), equipped with electric motor driven pumps (see Table 1, below).
A major system components list is included at the end of this report (see Appendix B, CWC
System Components).

Table 1. Well Water Production Capacity
(from CWC records)
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FIGURE 2
Service Area Map
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Operating Capacity

Reservoir
No.

Facility Storage
Type

High Water Level

(ft)

Reservoir
Design

Capacity

(gallons)

Average
Reservoir Operating

Capacity
(gallons)

WR# 1 Forebay 2,970.0 1,000,000 793,000
WR# 3 High Water 3,181.0 1,000,000 792,000
WR# 4 High Water 3,181.0 2,000,000 1 ,333,000
WR# 5 High Water 3,181.0 2,000,000 1 ,333,000

Well #10 Forebay 2,875.0 300,000 143,750

Well #11 Forebay 2,791.2 300,000 121,875

Totals 6,600,000 4,516,625

The wells deliver water to four storage reservoirs and two water tanks, with a combined design
storage capacity of6.6MG and an average operating capacity of 4.52MG (see Table 2, below). An
aerial map is included for location of the reservoirs and wells in the system (see figure 3, Major
System Components).

Table 2. CWC Water Storage Facilities
(from CWC records)

This operating capacity provides approximately 48.7 hours of water storage, when compared to the
average daily demand in the CWC system. CWC has elected to observe a more conservative
standard than the state minimum requirement, mainly because its service population is almost
entirely retired senior citizens, who are extremely vulnerable to interruptions or disruption of utility
service and who have communicated to CWC management a strong desire to have a robust water
system.

In adopting this more conservative water storage standard, CWC reviewed the following technical
design references :

a) The State of Arizona Administrative Code, which defines the minimum storage capacity
required of a community water system in R18-503, Storage Requirements. The State further
qualities that this minimum storage must also provide for the anticipated fire flow demand, in AHD
Bulletin 10, Design of Water Systems. Accordingly, the minimum storage capacity CWC is
required to maintain is

Dstorage = Demand in Average Day of Peak Month + 4-hr Fire Flow (= 2,000 GPM*4 hrs*60 min)

2.56 MG + 0.48 MG 2 3.04 MG.

b) A more prudent recommendation is given in multiple other sources (A A, EPA, and HDR
Engineering's "Handbook of Water Systems", 2nd Edition), which recommend a minimum storage
based on the 48-hour average demand, or

Dstorage = 2 * Average Daily Demand = 2 * 2.22 MG = 4.44 MG.

c) As presented in Table 2, above, the average reservoir operating capacity in the constructed
facilities is slightly more than 4.44 MG, which meets or exceeds the above parameters.



The data used for determining average daily demand and average day of peak month demand are
based on the latest information on water deliveries to consumers, which CWC provided to the ACC
in May of20l4.

4. Discussion

Construction of the new reservoir was awarded to Smyth Industries in May of 2015. Construction
was in it iated with  the demolit ion and removal of the existing WR#2, which was in  need of
extensive repairs (see Appendix C, Water Reservoir #2 Historic Documents) .

The new WR#5 that replaces it  is a MG steel tank, which makes use of the same site for  the
reservoir (see Figure 4, Continental Road Site and WR#5 Improvements). Construction of the new
reservoir was accomplished during the period May through September of 2015, the corresponding
ADEQ Approval of Construction was issued on September 18, 2015 (see Appendix D, Water
Reservoir #5 Project Documents). The construction effort was conied out in compliance with the
project specifications, all required agency inspections and certifications were successfully passed,
copies of the construction documents, inspection documents and materials certifications are
provided herewith (see Appendix D).

WR#5 was successfully brought on line on or about September 18, 2015. A copy of the WR#5
"As-Built" plans is included in this report (see Appendix E, Water Reservoir #5 "As-Built" Plans).
In connection its ACC application, CWC had previously disclosed and obtained authorization to
spend $1.2 million for construction of the new reservoir. Construction expenditures amounted to
just over $1.126 million (see Appendix F, Water Reservoir #5 Construction Budget), so that WR#5
was successfully completed within the authorized budget.

In addition, the various system benefits that were contemplated for this project have been realized
as follows:

a) The new MG steel tank WR#2 was constructed at an operating high water  elevation of
3181.0, which is identical to that of the two other reservoirs in its pressure zone, WR#3 and
WR#4.
b) It is anticipated that the new WR#2 configuration will enable CWC to realize a significant
pumpin g  cost  savin gs  a t  t h e Wel l  #10  booster  s i t e ,  because i t  e l imin a tes  th e wa ter
transportation friction losses resulting from water pumping through an extra mile of pipeline,
from WR#2 to WR#4. No specific data is as yet available, due to the recent completion of the
new water reservoir project.

5. Summarv and Conclusions

The new WR#5 was constructed and brought on line, on or about September 18, 2015.
benefits achieved with this new project include, among others:

The

a) Full compliance with the more conservative recommended system operating storage capacity
that CWC has elected to observe, at 4.52 MG. The CWC system thus exceeds the minimum
AAC and AHD requirements of 3.04 MG, even if one of the system larger reservoirs is brought
off-line for repairs or maintenance.

b) Anticipated lower maintenance costs and a reduced potential for interruption of service during
maintenance activities in the CWC system.

i l l
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c) Lower risk for contingencies and repairs than if a standby generator had been purchased and
placed on line, as was recommended by ACC staff, since reservoir storage is always at hand
and not awaiting activation iii case of an emergency and it does not require additional operating
and maintenance costs associated with keeping a standby generator at full readiness.

d) Minimal adverse impact to operating storage in the CWC system, since the replacement ZMG
steel tank reservoir in WR#5 matches the capacity of WR#4, should the any of the CWC
reservoirs be brought off-line for repairs or maintenance.

e) Constructing a new reservoir that equalized operating levels with WR#3 and WR#4 simplifies
the interconnectivity of the system and reduces pumping cost for routine filling of reservoirs.

f) Having system storage capacity at recommended levels rather than minimum required levels
addresses concerns about service to the very vulnerable population in the CWC service area,
since they are mostly retired senior citizens.

g) Furthermore, the new steel tank reservoir offers a significantly lower vulnerability to vandalism
than the previous reservoir replaced by this project. The new steel tank provides CWC with a
sturdier and more secure material than the hypalon covered tank it replaced. In the past, the
hypalon cover had been tom by trespassing individuals.

Therefore, ACC approval of the acquisition of a ZMG steel tank reservoir provides a great
advantage in terms of storage and system operation to CWC, and a high level of reliability to its
customers.

-8-
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1
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BEFORE THE ARIZONA CORPORATION

2 ~Qo1v11vus§IonERs Arizona Corporation Commission

3
DOCKETED

NOV 132014
4

5

BOB STUMP - Chainman
GARY PIERCE
BRENDA BURNS
BOB BURNS
SUSAN BITTER SMITH

6

7
DOCKET no. W-02304A-14-0041

8

DECISION no. 74809
9 I

10

11

IN THE MATTER OF THE APPLICATION OF
COMMUNITY WATER COMPANY OF GREEN
VALLEY FOR AUTHORITY TO BORROW UP
TO $3.4 MILLION FROM COMPASS BANK AND

= COMPASS MORTGAGE CORPORATION FOR
: THE PURPOSES OF (1) REFINANCING UP TO

$2.2 MILLION IN EXISTING LONG-TERM
DEBT; AND (2) ISSUING AN ADDITIONAL $1 .2
MILLION IN LONG-TERM DEBT, UNDER A.R.S.
§§40-301 AND 40-302. ORDER

12

13

Open Meeting
November 5 and 6, 2014
Phoenix, Arizona

14 BY THE COMMISSION:

15
4= * * * * * * * * *

Having considered the entire record herein and being fully advised in the premises, the

17 Commission finds, concludes, and orders that:

18 5

16
E

-

FINDINGS OF FACT
19

Procedural Historv

20 l On February 12, 2014, Community Water Company of Green Valley ("CWCGV" or

21 "Company") tiled an application with the Arizona Corporation Commission ("Commission")

22 requeMing authorization to incur long-term debt from Compass Bank and Compass Mortgage

23

24

25

Corporation ("Compass Bank") in an amount up to $3.4 million, at a fixed interest rate not to exceed

5.8 per cent per annum, for two purposes: (1) to refinance up to $2.2 million in existing long-term

3 debt; and (2) to issue up to $1.2 million in additional long-term debt to replace CWCGV's existing

26 i 1,000,000 gallon below-ground storage tank ("Exist'mg Storage Tank") with an above~ground

2,000,000 gallon steel storage tank ("New Storage Tank") at the Reservoir No. 2 site ("Financing

28

E

27 !i
i
iI

S:\SHesla\Water-Sewer\Financing\l40041 ord.doc 1 DECISION no.

\III\HIWI

3

i

i
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DOCKET no. W-02304A-14-0041

1 i Application").

2 ! 2. On February 19, 2014, CWCGV tiled its unaudited 2014proforma income statement.

3 - 3. On March 10, 2014, CWCGV filed an affidavit of publication verifying that notice of

4 . the Financing Application was published in the Green Valley News and Sun onFebruary 23, 2014.

5 4. On April 14, 2014, CWCGV filed its 2013 Annual Report, which included audited

6 . financial statetnents for the year ending December 31, 2013.

7 ' 5. On June 23, 2014, the Commission's Utilities Division ("Stafl") filed a Staff Report

8 ; recommending approval for authorization to refinance up to $2.12 million in existing long-term debt,

9 along with recommended conditions. Staff further recommended denial of the Company's financing

10 »  request to issue $ l .2 million in long-term debt to construct the New Storage Tank.

11 6. On July 2, 2014, CWCGV filed a Response to Staff Report ("Response") objecting to,

12 among other things, Staffs recommended denial of the Company's financing request to incur long-

13 , term debt for the purpose of constructing the New Storage Tank.

14 ' 7. On July 3, 2014, a Procedural Order was issued scheduling a procedural conference

15 9for July 10, 2014.

16 8. On July 9, 2014, CWCGV filed a Notice of Filing Supplement to its July 2, 2014

17 Response and Notice of Errata.

18 9. On July 10, 2014, the procedural conference was held, as scheduled, during which

19 . discussions occurred regarding, among other things, the necessity of an evidentiary hearing.

20 = Although neither party requested an evidentiary hearing, it was determined that additional

21 : informationwasnecessary before a Recommended Order could be issued.

22 : 10. On July ll, 2014, a Procedural Order was issued directing Staff to address certain

23 issues and allowing the Company to tile comments in response.

24 i l l . On July 3 I , 2014, Staff tiled a Response to the July ll, 2014 ProceduralOrder.

25 i 12. On August 14, 2014, CWCGV filed a Response to State's July 31, 2014 Reply.

26 . 13. On August 19, 2014, CWCGV tiled a Notice of Errata.

27 ; 14. On August 26, 2014, CWCGV filed an Amendment to the Financing Application

28 ; ("Amended Financing Application") indicating that the fixed interest rate of the loan with Compass

2 DECISION no. 74809

l l l l l l l l

Illlu l



DOCKET no. W-02304A- 14-0041

1 Bank may exceed 5.8 percent depending upon market conditions at the time the loan is closed

2 ;According to the Company, the maximum interest rate is unlikely to be more than 8.0 percent and

3 *will likely range between 5.5 percent and 6.5 percent

15. On September 9, 2014, CWCGV filed an affidavit of publication verifying that notice

5 8 of the Amended Financing Application was published in the Green Valley News and Sun on

6 September7, 2014

16. On September 12, 2014, a Procedural Order was issued directing Staff to file an

8 ; updated financial analysis and recommendation and auliowing the Company to file comments in

9 response

10 17.

ll Order

On September 19, 2014, Staff filed a Response to the September 12, 2014 Procedural

18.

13 2014 Procedural Order

14 19. There were no customer comments filed in response to the Financing Application or

15 t Amended Financing Application

16

On September 24, 2014, CWCGV filed a Response to StafFs Reply to September 12

Background

17 CWCGV is a member-owned, non-profit water utility cooperative located in Green

18 Valley, Arizona, approximately 25 miles south of Tucson. CWCGV provides water utility service to

19 i approximately 13,000 customers, most of whom are residential. CWCGV's current rates and charges

20 wereestablished in Decision No. 71478 (February 3, 2010)

21. The Commission granted CWCGV its initial Certificate of Convenience and Necessity

22 ("CC&N") to provide water utility service in Pima County, Arizona, pursuant to Decision No. 47912

23 (May 1, 1977). The Commission granted CC&N extensions to CWCGV in Decision Nos. 57549

24 (September 9, 1991), 63310 (January 11, 2001), 70164 (February 27, 2008), and 70551 (October 23

25 2008). CWCGV also acquired the CC&N of New Pueblo Water pursuant to Decision No. 60082

26 8 (February 20, 1997)

27

20.
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CWCGV's water system consists of four wells capable of producing approximately

2 6,150 gallons per minute ("GPM") with total storage capacity of 5,600,000 gallons' CWCGV has

3 one 250 kW generator located at the Well No. 10 site and one 350 kW generator locatedat the Well

4 -No. ll site. The Company indicates that these generators are used for operational support of the

1 22.

5 boosters at the well sites.

6 According to a Department of Environmental Quality ("ADEQ") Compliance Status

7 i Report dated April 1, 2014, CWCGV is currently delivering water that meets the water quality

8 standards required by 40 C.F.R. §§ 141 .l, et seq. (National Primary Drinking Water Regulations) and

9 Arizona Administrative Code, Title 18, Chapter 4.

23.

10 i 24.

11

CWCGV is located within the Arizona Department of Water Resources ("ADWR")

3 Tucson Active Management Area ADWR reported to Staff that CWCGV is in compliance with

12 ADWR requirements governing water providers and/or community water systems.

13 i 25. Staffs Compliance Section database shows no outstanding compliance issues for

14 CWCGV.

15 26. Staffs Consumer Services Section database shows that two complaints were filed

16 Qagainst CWCGV firm January 1, 2011 to June 5, 2014. According to Staff, both complaints have

17 beenresolved and closed.
;
I

18 27. CWCGV is in good standing with the Commission's Corporations DiviSion.

19 8Loan Terms

20 i
I
!
l

28.

21

CWCGV filed a copy of Compass Bank's Summary Terms and Conditions as "Exhibit

22" to the Financing Application. The terms and conditions of the loan include a fixed principal

22 repayment based on a 20-year amortization with a balloon payment for the remaining principal due in

23 i 20299 In its Amended Financing Application, CWCGV states that the interest rate of the loan will

24 depend upon the market conditions existing at the time the loan is closed. According to CWCGV, the

25 maximum interest rate is unlikely to be more than 8.0 percent and will more likely range between 5.5
i

26

27

28

I The Company notes that due to operational limitations, the system has approximately 4,470,000gallons of available
8 water storage.
z Although the loan terms indicate an obligation amount of $4 million, CWCGV is only requesting authorization to
borrow upto $3.4 million.
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21

20 and shouldbe adopted.

22

19 2014, we End that Staff' s adjustments to the Company's proposedrefinancing amount are reasonable

17 refinance the existing long-texm debt.

12

13 resulting in a decrease of $80,000, from $22 million to $2.12 million.

14 ireiinancing amount is due to Staffs determinations that the Company included times that did not

15 kneed to be refinanced prior to November 18, 2014 and the Company's rounding methodology was

16 excessive. As a result, Staff recommends authorizing CWCGV to borrow up to $2.12 million to

18

10 8 November 18, 2014.

11 2 authorization to refinance its existing indebtedness prior to November 18, 2014.

4

9 principal and interest payments starting in November of 2009, with a final balloon payment due on

5 Company's last financing application in Decision No. 71259 (September 3, 2009). In that Decision,

6 the Commission authorized CWCGV to incur up to $2.81 million of debt financing to pay off a non-

7 revolv ing l ine of  credit balance of  $2.5 mil l ion'

8 8nprovements. Under the terms and conditions of that loan,CWCGV was required to make 59 equal

1 percent and 6.5 percent. The loan will be secured by granting Compass Back first position pledge on

2 CWCGV's net revenues and a blanket lien on its business assets.

3

Request to Incur Long-Term Debt to Construct the New Storage Tank

Request to Refinance up to $2.2 million in Existing Long-Term Debt

29.

31.

32.

30.

CWCGV requests financing authority to fund a project to replace an Existing Storage

Staff made several adjustments to the Company's proposed refinancing amount,

CWCGV requests authorization to refinance existing indebtedness approved in the

Since the Company will refinance its existing indebtedness on or near November 18,

In order to avoid defaulting on that obligation, the Company requests

and to fund $310,000 of planned capital

DOCKET no. W-02304A-14-0041

The decrease to the

23 Tank that has reached the end of its used life. Under the proposed project, the Company seeks to

24 increase the available water storage for the system by replacing the Existing Storage Tank with the

25 glarier New Storage Tank. Based on the Company's analysis, the available water storage for the

26 system would be: 3,183,625 gallons, or approximately 34 hours of water storage, if the Existing

27 3 The non-revolving line of credit was authorized in Decision No. 67515 (January 20, 2005). According to the Company,
the $2.5 million drawn on the non-revolving line of credit was used to hind arsenic treatment facilities, Central Arizona
Project rights, and other miscellaneous equipment.28
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1 Storage Tank is removed Bom the system with no replacement, 3,842,625 gallons, or approximately

2 838 hours of water storage, if the Existing Storage Tank is replaced by a comparable sized tank; and

3 4,516,625 gallons, or approximately 48 hours of water storage, if the Existing Storage Tank is

4 9 replaced by the New Storage Tank.

33 .5

6

7

The Company states that a 48 hour supply of water available for emergency purposes

meets the intent of applicableregulationsand guidelines for waterutilities to provide safe and reliable

service.4 In addition to providing 48 hours of emergency water supply, the Company claims the New

8 i Storage Tank will benefit the water system by: reducing pumping costs, eliminating the need for a

9 pressure pump at the Reservoir No. 2 site, eliminating the maintenance costs associated with

10 repairing the Existing Storage Tank, providing better protection from contamination and vandalism at

l l the Reservoir No. 2 site; and improvingsystem reliability.

12 Staff states that ADEQ regulations require the Company's system to maintain a

13 minimum storage capacity of 2,318,533 ga1lons.5 Based on Staffs engineering analysis, the

34.

14 Company's water system has adequate storage capacity to serve its existing customers Mthout the

15 | Existing Storage Tank and additional storage capacity is not needed in the foreseeable future. As a

16 i result, Staff recommends denial of the Company's financing request to fund the proposed project.

17 Rather Thai construct the New Storage Tank, Staff recommends that CWCGV investigate the

18 E possibility of upgrading one of its two existing generators to power the well pumps in the event of an

19 ; emergency.6 Staff maintains the use of a generator is a more cost effective option to address the

20 QCompany's desire to maintain 48 hours of emergency water supply.

21 8 35. The Company contends that Staffs recommended denial of the requested financing is

22 2 an impennissible interference with a management decision of CWCGV. According to the Company,

23 "it is not...the job of Staff to dictate what it perceives is a 'better' option other than what CWCGV's

24 s board andmanagementhave determined to be the appropriate option for its customer-members." The

25

26

27
E

28

1 4 The Company states that the installation of the New Storage Tank will meet the 48 hour standard recommended by both
the United States Environmental Protection Agency ("EPA") and American Water Works Association ("AWWA") when

i an emergency situation arises.
5 See A.A.C. R18-5-503.

i 6 According to the Company, the minimum sized generator needed to power the well, boosters, and arsenic treatment
plant is 500 kw.
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1 Company states that many of its residential customers are retirees over the age of 75 and are

2 i particularly vulnerable to extended water outages. Further, the Company states that its member-

3 customers have communicated a desire to have a robust water system that goes above the minimum
!

4 Q standards to better maintain safe and reliable service. The Company asserts that its financing request

5 complies with A.R.S. §40-301(C)7 and should therefore be approved by the Commission.

In response to Staffs recommendation to investigate the possibility of upgrading an

7 existing generator, CWCGV provided a professional engineering report from CPE Consultants, LLC

6 36.

8 ("CPE") evaluating the standby generator alternative to constructing the New Storage Tank. Based

9 g on the analysis of CPE, the cost of acquiring a standby generator will approach the cost of the New

10 Storage Talnk over a 20-year time period due to higher annual costs to maintain a generator. In

11 addition, CPE states that there are significant concerns associated with a standby generator, including

12 the price of iii el, safety requirements for storing adequate amounts of fuel near a potable water

supply, permitting issues, sound and odor issues, and a shorter estimated useful life compared to the

14 New Storage Tank.8 The Company states that it evaluated the possibility of acquiring a generator,

13

15 but determined the New Storage Tank to be the safest, most reliable means to assure an appropriate

16 emergency supply of water while preserving the integrity of the Company's system.

17 Staff made several adjustments to the Company's proposed financing amount for the

18 I New Storage Tank, resulting in an overall decrease of $114,925, from $1,200,000 to $1,085,075. The

37.

19 decrease to the proposed amount is due to Staflf's downward adjustments to attorneys' fees, overhead

20 costs, and contingency costs Staff states that it made an adjustment to attorneys' fees because the

21 Company did not explain whether the proposed amount was for the New Storage Tank or the entire

22

23 8. 1 Pursuant to A . R . S .  §4 0 - 3 0 l ( C ) ,

24 i

25 i

T he  c om m is s ion  s ha l l  no t  m ak e  any  o rde r  o r  s upp lem en t a l  o rde r  g ran t i ng  any  app l i c a t i on  as  p rov ided
b y  t h i s  a r t i c l e  u n l e s s  i t  f i n d s  t h a t  s u c h  i s s u e  i s  f o r  l a w l i i l  p u r p o s e s  w h i c h  a r e  w i t h i n  t h e  c o r p o r a t e
p o w e r s of the appl icant ,  a re  compat ib le  w i t h  t he  pub l ic  in t eres t ,  w i t h  sound f inanc ia l  p rac t ices ,  and w i t h
the proper  per formance by  t he app l icant  o f  serv ice as  a  pub l ic  serv ice corporat ion and w i l l  no t  impai r  i t s
ab i l i t y  t o  per f orm  that  serv ice .26

2 7 s According to the Company, the estimated useful l ives of a standby generator and the New Storage Tank are 20 years and
g 40 years, respectively.

2 8  I  9  S t a f f  r e d u c e d  a t t o r n e y s '  f e e s  6 0 m  $ 2 0 , 0 0 0  t o  $ 0 ,  o v e r h e a d  c o s t s  6 ' o m  $ 5 1 , 0 0 0  t o  S 0 ,  a n d  c o n t i n g e n c y  c o s t s  f r o m

1

$131, 491  to $87 , 566 .
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21

22

23

24 item debt, 19.6 percent long-term debt, and 76.4 percent equity.

20

25

12 conduct its financial analysis to determine the effects of the pro forma fxnancid information to

13 reflect the refinancing with a $2.12 million loan amortized for 20 years at fixed interest rates of 5.8

17

16

18 5.16 debt service coverage ratio("DSC"). Assuming the loan is subject to the maximum interest rate

14 percent, 6.5 percent, and 8.0 percent. Staff also conducted a similar financial analysis to reflect the
i

15 issuance of a new $3.4 million loan amortized for 20 years at fixed interest rates of 5.8 percent, 6.5

11

10 Financial Analysis

19

3
I

4 costs are reasonable components to installing and operating the New Storage Tank. According to the

5 3 Company, its attorneys' fees for this proceeding have already exceeded its proposed cost. In

2 contingency costs for the New Storage Tank.

38.

9 5 Storage Tank is reasonable and should be adopted.

6 addition, the Companystates that its proposedcontingency costsrepresent approximately11% of the

7 total budget proposal which is consistentwith past Commission decisions.'°

3 39.8

I Q financing process.

of 8.0 percent,Staffs recommended authorization for refinancing will result in a pro forma DSC of

5.82 andthe Company's requested authorization for refinancing and a new loan will result ina pro

formaDSC of 3.63." Staff'sproformaDSC analysis indicates thatCWCGV will be ableto meetall

obligations with cash generated firm operations under either scenario.

percent, and 8.0 percent.

41. StafFsanalysis indicatesthat for theyearendingDecember 31, 2013, CWCGV had a

42.

40.

The Company argues that Staffs adjustments are unwarranted because the proposed

We find that the Company's proposed financing amount of $1,200,000 for the New

As of December 31, 2013, CWCGV's capital structure consisted of 4.0 percent short-

Staff used CWCGV's audited financial report for the year ending December 31, 2013

Staff did not address why adjustments were made to the proposed overhead and

DOCKET no. w-02304A-14-0041

CWCGV's capital structure
_

26

27

28

lo The Company states that a contingency of 18% was approved in Decision No. 71168 (June 16, 2009) as part of Arizona
American Water Company's request to finance an arsenic removal project.
11Based on the Company's analysis, Staffs recommended authorization will result in a proforma DSC of 4.55 and the
Company's requested authorization will result in a pro forma DSC of 2.84. Staff and the Company employed different
methodologies for projecting loan payment amounts which caused a slight difference in their respective DSC calculations.
We note that the Company's proforma DSC analysis also indicates that CW CGV will be able to meet all obligations with
cash generated firm operations under either scenario.
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1 inclusive of Advances in Aid of Construction ("AIAC") and net Contributions in Aid of Construction

2

3

4

5

6

("CIAC") consisted of 1.5 percent short-term debt, 7.3 percent long-term debt, 28.5 percent equity,

24.1 percent AIAC, and 38.7 percent CIAC.

43. A pro forma capital structure reflecting Staff's recommended authorization results in

4.5 percent short-term debt, 18.3 percent long-term debt, and 77.2 percent equity. A pro forma

capital structure reflecting the Company's requested authorization results in 4.2 percent short-term

7

8

debt, 26.4 percent long-term debt, and 69.4 percent equity.

44. CWCGV is not seeldnga rate increase to provide debt service on the loan.

9 Staff Recommendations

10 45. Staff recommends that the Commission:

11

12

13

14

15

16

a) Grant authorization to incur a loan with a 20-year amortization and a 15-

year maturity with any principal not paid due in 2029 in an amount not to

exceed $2.12 million for existing long-term debt pursuant to a loan

agreement with Compass Bank and at a fixed interest rate not to exceed 8.0

percent per annum. The remainder of the Company's $3,400,000 request

for authorization to borrow iimds should be denied;

17

18

19

b) Authorize the Company to pledge its assets and revenues in the State of

Arizona pursuant to A.R.S. § 40-285 and A.A.C. R18-15-104 in connection

with the Compass Bank loan;
20 Q

21 i

22

23

24 1

c) Direct the Company to file, as a compliance item in this docket, within 60

days of the execution of any financing transaction authorized herein, a

notice confirming that such execution has occurred and a certification by

an authorized Company representative that the terms of the financing fully

comply with the authorizations granted herein,
25

26
27

28

d) Direct the Company to provide to the Utilities Division, upon Staff request,

a copy of any Compass Bank loan documents executed pursuant to the

authorizations granted herein;

i
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6

7

8

4

5

2

3

1 x

h) Deny the Company's request to incur debt to finance the installation of an

above-ground 2,000,000 gallon steel storage tank; and

g) Establish an expiration date for any unused authorization to incur debt

granted in this proceeding at December 3 l , 2017;

f) Rescind any unused authorizations to issue debt granted from the previous

financing authorization in Decision No. 71259,

e) Direct the Company to file, as a compliance item in this docket, within 120

days of the effective date of this Decision, a repayment plan by yea for the

balloon payment for the remaining principal due in 2029,

DOCKET no. W-02304A-14-0041

10

11

12

i) Direct the Company to investigate the possibility of upgrading one of its

two on-site generators so theupgraded on-site generator can power the well

13 pumps in case of emergency.

14 Resolution

15 46.

22

The Company is a non-profit cooperative owned by its customers, there have been no

16 customer comments filed in opposition to the requested financing, the Company is not seeking a rate

17 increase to provide debt service for repayment of the loan, the Company has performed extensive

18 research and demonstrated the benefits of the New Storage Tank, and the Company's requested

19 financing creates a more balanced capital structure. For the foregoing reasons, we find that it is

20 reasonable, consistent with sound financial practices, and in the public interest to grant CWCGV the

21 authority to issue up to $3.32 million in long-term debt for the purposes stated in its application, as

amended.

! Staff's position that installation of the New Storage Tank is not necessary puts

24 ! CWCGV on notice that it must demonstrate that newly constructed plant is used and useful during a

23 47.

25 future rate increase proceeding.

48.26 Given our approval of the financing and because the Company engaged a professional

28 case of emergency, we decline to adopt Staff's recommendation to require the Company to further

27 engineering firm to evaluate the option of acquiring a standby generator to power the well pumps in

10 DECISION no. 74809
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1 investigate that option at this time.

2 49. Staffs recommendations set forth in Findings of Fact No. 45, as modified herein, are

3 . reasonable and in the public interest and should be adopted.
4 .

5 Community Water Company of Green Valley is a public service corporation within

6 the meaning of Article XV of the Arizona Constitution and A.R.S. §§40-285, 40-301, and 40-302.

7 2. The Commission has jurisdiction over Community Water Company of Green Valley

8 and of the subject matter of the application, as amended.

9 3. Notice of the application, as amended, was given in accordance with the law.

10 4. The financing approved herein is for lawful purposes within Community Water

l l Company of Green Valley's corporate powers, is compatible with the public interest, with sound

12 financial practices, and with the proper performance by Community Water Company of Green Valley

13 of service as a public service corporation, and will not impair Community Water Company of Green

14 Valley's ability to perform that service.

5.

CONCLUSIONS OF LAW

15 The financing approved herein is for the purposes stated in the application, as

16 amended, and is reasonably necessary for those purposes, and such purposes are not, wholly or in

17 part, reasonably chargeable to operating expenses or to income.

18 6. Approval of the proposed financing should not guarantee or imply any specific

19 treatment of any capital additions for ratemaldng or rate base purposes.

20

21 IT IS THEREFORE ORDERED that Community Water Company of Green Valley is hereby

22 authorized to incur long-term financing, in the form of a 20 year amortizing loan and a 15 year

23 maturity with any principal not paid due in 2029, in an amount of $3.32 million, pursuant to a loan

24 agreement with Compass Bank and Compass Mortgage Corporation, at a fixed interest rate not to

25 exceed 8.0 percent per annum.

26 IT IS FURTHER ORDERED that such authority is expressly contingent upon Community

27 Water Company of Green Valley's use of the proceeds for the purposes set toM herein.

28

ORDER

11 DECISION no. 748.09
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21

19 with Docket Control, as a compliance item in this docket, within 120 days of the effective date of this

17 authorizations granted herein.

18 IT IS FURTHER ORDERED that Community Water Company of Green Valley shall tile

16 f to the Commission's Utilities Division a copy of any loan documents executed pursuant to the

14 terms of the financing fully complies with theauthorizations granted herein.
I

15 i IT IS FURTHER ORDERED that Community Water Company of Green Valley shall provide

2 shall terminate on December 31, 2017.

3 ! IT IS FURTHER ORDERED that Community Water Company of Green Valley is hereby

4 authorized to pledge, mortgage, lien, and/or otherwise encumber its assets and revenues in the State

5 of Arizona pursuant to A.R.S. §40-285 and A.A.C. R18-15-104, in connection with the indebtedness

6 authorized herein.

7 IT IS FURTHER ORDERED that Community Water Company of Green Valley is hereby

8 authorized to engage in any transaction and to execute or cause to be executed any documents

9 necessary to effectuate the authorizations granted herein.

10 i IT IS FURTHER ORDERED that Community Water Company of Green Valley shall tile

l l Docket Control, as a compliance item in this docket, within 60 days of the execution of any

12 financing transaction authorized herein, a notice confirming that such execution has occurred and a

13 certification by an authorized representative of Community Water Company of Green Valley that the

1

IT IS FURTHER ORDERED that any unused authorization to issue debt pursuant to Decision

IT IS FURTHER ORDERED that any unused debt authorization granted in this proceeding

DOCKET no. W~02304A-l4-0041

26

20 Decision, a repayment plan by year for the balloon payment for the remaining principal due in 2029.
!

22 !No. 71259 (September 2, 2009) is hereby revoked.

23

24

25

Z

28 .
!
1

27
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i

4"/1

IT IS FURTHER ORDERED that approval of the f inancing set forth herein does not

constitute or imply approval or disapproval by the Commission of any particular expenditure of the

proceeds derived thereby for purposes of establishing just and reasonable rates.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
I'°`

2_Jg

4
fr f

27

E
25 |

i
26 Q

i
s

24

23

22

21

20

19

18

17

16

15

14

13

12

11

10

of'

7

8

6

4

5

3

2

1

i
E

.
i|

:
i
i

I!

g



28

27

26

24

23

22

21

20

19

18

17

16

15

14

13

12

11

10

9

8

7

6

5

4

3 DOCKET NO.:
2

1 i SERVICE LIST FOR:

Steve Olga, Director
Utilities Division
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, AZ 85007

Janice Alward, Chief Counsel
Legal Division
ARIZONA CORPORATION COMMISSION
1200 West WashingtonStreet
Phoenix, AZ 85007

Arturo R. Gabaldon
President
COMMUNITY WATER COMPANY OF GREEN VALLEY
1501 s. La Canada
Green Valley, AZ 85614-1600

Jason D. Gellman
ROSHKA, DEWULF & PATTEN, PLC
One Arizona Center
400 E. Van Buren St., Suite 800
Phoenix, AZ 85004
Attorney for Community Water Company of Green Valley

W-02304A-l4~0041

COMMUNITY
VALLEY

WATER COMPANY OF GREEN

14 DECISION no. 74809



APPENDIX B
CWCGV MAJOR WATER SYSTEM COMPONENTS



lx
4

s

COMMUNITY WATER COMPANY OF GREEN VALLEY
Major Water System Components

July 13, z015

Genera I

Community Water Companyof Green Valley's ("CommunityWater") watersystemis a
groundwater-based system sewing portions of the Town of Sahuarita and the unincorporated
community of Green Valley, both located in southern PimaCounty, Arizona. CommunityWater
servesapproximately 12,500 customers withabout 96% of the customersbeing residential
customers.

Water System
Community Water's water system consists of a looped distribution system with multiple pressure
zones, four wells, four arsenic treatment facilities, five water storage tanks and four booster
stations. The system is designed to provide a 1,500-gallon per minute fire flow. Each of Company's
four wells is equipped with a coagulation filtration process arsenic treatment facility. in addition to
the existing facilities, theCompany is currently constructing an additional water storage tank.

Community Water's system facilities are summarized below:

Wells:
Well 6 - ADWR #55-627485 - 304 n. Abrego Dr.

Equipped with line shaft turbine Pump and 250 hp motor and related piping and
electrical gear. Pumps to arsenic treatment facility and then to distribution system .

Well 9 ADWR #55-588121 - 1526 n. La Canoa
Equipped with line shaft turbine pump and 250 hp motor and related piping and
electrical gear. Pumps to arsenic treatment facility and then to distribution system.

Well 10 ADWR #55-207982 - 1667 S. Abrego Dr.
Equipped with line shaft turbine pump and400hp motor and related piping and
electrical gear. Pumps to arsenic treatment and then to forebay storage.

well 11 ADWR #55-608518 - 18460 s. Cable Valle Verde
Equipped with line shaft turbine pump and 350 hp motor and related piping and
electrical gear. Pumps to arsenic treatment and then to forebay storage.

I

Arsenic TreatmentFacilities:
Well 6 - 304 n. Abrego Dr.

1,200 rpm, 8 pressure filtration vessel coagulation filtration process arsenic treatment
facility with chlorination of finished water.

Well g - 1526 n. La Canoa
1,200 rpm, 8 pressure filtration vessel coagulation filtration process arsenic treatment

facility with chlorination of finished water.

z
I
E
I

i
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KCOMMUNITY WATER COMPANY OF GREEN VALLEY

Major W ater System Components Page 2

Well 10 - 1667 s. Abrego Dr.
2,500 rpm, 6 pressure filtration vessel coagulation filtration process arsenic treatment

facility with chlorination of finished water.

I
1

I
K

I
1

Well 11 18460 s. Calle Valle Verde
2,500 rpm, 6 pressure filtration vessel coagulation filtration process arsenic treatment

facility with chlorination of finished water.

Booster Stations:
Well 10 - 1667 s. Abrego Dr.

1 - 300,000 gallon storage tank (forebay/ground storage)
5 - 100 hp booster pumps
1 - 5,000 gallon Hydropneumatic tank
1 - Diesel driven backup generator
Associated piping and electrical gear

Well 11 18460s.Calle Valle Verde
1 - 300,000 gallon storage tank (forebay/ground storage)
5 - 125 hp booster pumps
1 - 5,000 gallon Hydropneumatic tank
1 - Diesel driven backup generator
Associated piping and electrical gear

Reservoir 1 Booster Station - 630 w. Camino Bondadoso
1 - 1,000,000 gallon storage tank (forebay/ground storage)
1 -40 hp booster pump
1 - 152 hp booster pump (natural gas)
1 - 7,500 gallon Hydropneumatic tank

La Canada Transfer Station - 960 s. La Canada Dr.
1 - 30 hp booster pump

Storage Facilities:
Forebay/Ground Storage:

Well 10 - 300,000 gallon storage tank
Well 11 - 300,000gallonstoragetank
Reservoir 1 - 1,000,000gallon storagetank

1667 s. Abrego Dr.
18460 s. Cable Valle Verde
630 w. Camino Bondadoso

ElevatedStorage:
Reservoir 3 - 1,000,000ga||on storage tank - 1901 w. Duval Mine Rd.
Reservoir 4 - 2,000,000 gallon storage tank - 1901 w. Duval Mine Rd.
Reservoir 5 - 2,000,000 gallon storage tank (under construction) 1951 w. Continental Rd.





COMPANY NAME: Cannnmunity Water Compsnuy of Green Valley
_ _

ADEQ Public Warn System Number:Name M System:

ADWR ID
Number*

Pwlnmp
Horsepower

Pump Yield
(Sm)

Casing

D¢P¢\\
act)

Casing
Diameter

a=»=h=-)

Man Size
(W M)

Year
Ddlkd

55-627485 250 650 837 16" 1-6" &1-10" 1977

55-588121 250 1000 1000 16" 1-8" &1-12" 2002

5S~207982 400 2100 1140 20" 1-12" zoos

55-608518 350 2400 2786 ms" 1-12" 1964

Name or Description Capacity
"Qqs

Gsnllons P u r c h a s e d  o r  o b m m a '

(in thousands)
N/A

BOOSTER PUMPS FIRE HYDRANTS
Horsepower Quantity Quantity Standard Quantity Other

40HP@Ra#1;152HPGasE:1lgine 1 &1 1,009
SOHPLCB 1

100HP@Wcl110 5

125HP @ Well 11; 10HP/2Earl/service 5&2

STORAGE TANKS PRESSURE TANKS
. _

Capacity Quantity Capacity Qusmdty
lmilliongal 2 7500 1

2 nonillion Gd 1 5000 2

300,000 £21 2

WATER UTILITY PLANT DESCRIPTION

WELLS

* Adzomaa Depaxtxnent of WaterResourcesIdentiicadon Number

rev-rw w»'rRn §0URf"F9l l l l l II.

Note: If you are fling for more than one system, p1eas~ep11av:ide separate sheets Tb: eselz
system.
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COMPANY NAME: Community Water Company of Gtecn Vslllcy

ADEQ Public Whet System Number:Name of System:

Size 'm inches Maunial l . I in feet
2 CU & PVC 7,050
3 CU & PVC 8,167
4 CA8cDI 53,152
5 CA&DI 0
6 CA 8cDI 314,312
8 CA8cDI 241,677
10 CA&DI 6799
12 CA&DI 111,119
16 CA8cDI 451450

Size in inches |d
5 / 8 X % 10,321

3/4 94
1 516

1 1/2 76
z 162

\Co m  3 3
Tmbo 3 32
Comp. 4
Tmbo 4 1
Camunnp. 6
Tulrbo 6 4
Turbo s 1

W A T E R  U T I L I T Y  P L A N T  D E S C R I P T I O N  g c o n T 1 n U E n p

MA1NS CUSTOMER METERS

For the £olla»wil three items, list the utility ownedassets in each canegoly for each system.

TREATMENT EQU11=MBN'Ie
Fret ft»\ TmwmnrnZ sum , "

STRUCTURES:
ome 8vd1di»~¢.wm1=»q\I¢ and same B9il¢li1lg

lulu

U

_

l  l I  I n -n

- ugh

-

U 1 l in

___

OTHER:
W t b d t u :.Sevia= , Bacirhnegdumnpbedtniler.ali:eomgmleuaor/eq11ipumcn¢uailar,1uveld'mlg.uuuding.
pluuunbing,pnindngnndodunseqvdgmznentneuesurytope:£uu:l:ndutiesofw\te:utilide1

Note: If yow are libiqgfbrmore than one system, please provide separate sheets for each
system.

l l



COMPANY NAME: Community Wane: Comparer of Glen Valley

Name of System: ADEQ Public Wane: System Number:

MONTH NUMBER OP
CUSTOMERS

GALLONS
SOLD

Nouwnas)

GALLONS
PUMPED

(n,0u1m4,) |

GALLONS
PURCHASED

oulsiumds)
JANUARY 12,920 55,404 52,343
FEBRUARY 12,926 55,338 53,194
MARCH 12,929 57,717 66,650
APRIL 12,938 60.971 65,938
MAY 12,924 66,065 72,842
JUNE 12,920 68,340 70,123
JULY 12,930 68,994 67,361

Q

AUGUST 12,924 59,330 68,490
SEPTEMBER 12,930 61,192 59,771
OCTOBER 12,936 60,912 69,568
NOVEMBER 12,942 60,665 57,131
DECEMBER 12,939 55,123 58,013

730,051 771,424

WAT ER USE DAT A SHEET  BY  MONT H F OR CALENDAR YEAR 2014

TOTALS -->

is-.oo6, #9-.006, #10-.007, #11-.ons
What is the keel of arsenic for each well on your system? _ _ m g / I
l1f'nuan tbaa ons:/al4pla!a:r¢k:d¢an619oa» u1ng§v.)

If system has Ere hydrants, what is the Ere How requirement? 1500 GP M f o r  _ 2 , _ h r s
(1̀»6i:z1va;D1y61vnae_l$vnvtb¢jinal£ab12a&:rata feqaénneng 4fu¢avnatamwwr&palig)

If system has chlorination treatment, does this treaunfent system chlorinate continuously?
(X) Yes (  ) N o

Is the Water Utility locatedin an ADWR Active Management Area (AMA) P
(X) Yes (  )  N o

Does the Company have an ADWR Gallons Per Capita Per Day (GPCPD) requirement?
( ) Yes (X) No

I f yes, provide the GPCPD amount;

Note: If you areEbringvfor more than one system,please provide separate data sheets1%r
canal:system.

12

l



APPENDIX c

WATER RESERVOIR #2 DOCUMENTS
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Exhibit 1

COMMUNITY WATER COMPANY OF
GREEN VALLEY'S RESPONSES TO STAFF'S

SECOND SET OF DATA REQUESTS
DOCKET no. W-02304A-14-0041

Dated March 10, 2014

JL 2.2 Risk for Contamination -- Please provide all historic information regarding the
contamination of the existing Reservoir #2.

RESPONSE' See attached.

Respondent: John Meyer, CWCGV Treatment Supervisor



The following pictures represent some

o f the sources and causes of contamination

at CWC Reservoir #2

Res. #2: Large patch f allure.

Res. #2: Drained after vandalism.

l



Res. #2. Small patch f allure.

Res. #2: Temporary patch.

ll n



Res. #2: Small patch f allure.

Res. #2: Debris on top of liner.



I

Res. #2: Small patch f allure.

Res. #2: Water on top after vandals sliced liner.

NH l



Res. #2: Drained after vandalism.

Res. #2 : Aftermath of vandalism.

Ill I IIIu l I



Res. #2 : Large rocks and slice in liner by vandals

Res. #2: Algae growth under f ailing patch.

||||lww II H



Reservoir #2 safety concerns :

.
I
I

iI
s
g
i

Res. #2: Employee partially submerged on top of liner
performing maintenance .

l I _ I II I
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SMYTH INDUSTRIES INC.
4010 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719 Phone | (520) 750-9544 Fax

July 1, 2014

Community Water Companyof Green Valley
1501 s. La CanadaDr.
GreenValley,AZ 85622

DearCommunityWater,

This letter is in response to your request for Smyth Industries to evaluate the two options being
considered to replace the existing hypalon tank at the Reservoir #2 site on Continental Road.
The two options being considered are:

1.
z.

Install anew above~ground weldedsteelpotablewater storage tank.
Replacethe existing below-groundhypalontank.

We conclude that there are many advantages gained with the construction of aweldedsteel
tank, includinghealth andsafety, cost, security, and maintenancewhile there are onlyminimal
benefits gained with theinstallation ofa new hypalon tank. The pros and cons aredescribed in
greater detail below.

Cost
The approximate cost to replace the Reservoir #2 hypalon tank is $500,000 and the estimated
service life of that tank is 12-13 years. The cost of the new welded steel tank is about $1,000,000
with an estimated service life of 30 years. The cost per year of the hypalon tank is about
$38,000-42,000 while the cost per year of the welded steel tank is about $33,000-34,000.
Additionally the hypalon tank would require about 250 man hours of maintenance annually for
the following actions:

• Dewatering the hypalon cover after rainfall
• Cleaning the hypalon cover
• Maintaining the motor operated valve
• Maintaining the pressure pump
• Maintaining the control system

The maintenance required for steel tanks is usually repair of the interior coatings. Typically
theserepairs areunder warranty for the first 2 yearsof service.After warranty, about every8-
10 yearscoating maintenanceis required ata cost of about$5,000-$10,000,and a full recoating
ofthe tank interior may be needed after 15-20years at a roughcost of about $100,000.

Health and Safety
During site visits we observed and noticedthe existing hypalon tankcover(which is at ground
level andexposed to the elements) hasbeen repaired,likely due to splittingor vandalism. These
penetrations of the hypaloncover allow for contaminants to enterthe tankprior to their repair.

License #ROC154663 A-General Engineering
License#ROC171540 L-11 Electrical
UL 508 A - industrial Control Panels

ASMEBoiler and Pressure Vessel 'u' Certified
The NationalBoard of Boilerand Pressure VesselInspectors 'R' Certified



SMYTH IN DUSTRIES INC.
4010 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719 Phone | (520) 750-9544 Fax

Additionally the connection of the hypalon tank cover to the concrete ring at the edge of the
tank is made via plates and bolts. Said connection is not likely watertight which may permit
contaminants to enter the tank via rainwater runoff. This is of concern when considering the
proximity to the existing mine and desert animal fecal material. Another safety concern is that
there is no way to inspect the inside of the hypalon tank, and Community Water has been
unable to contract a certified diver to inspect the inside of the tank to date.

A welded steel tank would eliminate all of the health and safety concerns described above.

Hydraulic Advantages
As mentioned prior, the existing hypalon tank is a below-ground storage vessel. Per plan
documents provided by Community Water the bottom of the existing tank is 16-feet below
ground surface. This requires that the inlet/outlet is at that level as well which reduces the
amount of available head pressure within the system. Also the shared inlet/outlet in the
existing system results in poor water exchange or circulation within the tank leading to
stagnation and less desirable water quality.
An above-ground welded steel tank would increase the amount of head pressure available
within the system and based on the information provided by Community Water it would reduce
pumping costs at well #10. it would also allow for the elimination of the pressure pump at this
site and create a redundant source of water pressure within the distribution system.
Additionally the welded steel tank design would include an inlet and outlet with at least 90-
degrees of separation between which would increase circulation in the tank, thereby increasing
water quality. Another benefit resulting from the above ground steel tank is that the Reservoir
#2 site would then be under positive pressure which is generally more secure against
contamination.

If you have any questions, comments, or concerns regarding the opinions and recommendations
described herein please contact Smyth industries.

Sincerely,

sh Schultz, PE
Project Manager

License ¢iROC154663 A-General Engineering
License #ROC171540 L-11 Electrical
UL 508 A - Industrial Control Panels

ASME Boiler and Pressure Vessel 'u' Certified
The National Board of Boiler and Pressure Vessel Inspectors 'R' Certified

Ill



APPENDIX D

WATER RESERVOIR #5 PROJECT DOCUMENTS
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PIMA COUNTY DEPARTMENT OF ENVIRONMENTAL QUALITY
ENGINEERING REVIEW UNIT

33 N. Stone Ave., Suite 700, Tucson, Arizona 85701-1429
Telephone: (520) 724-7400

CERTIFICATE OF APPROVAL TO CONSTRUCT
Water Facilities

System Name:COMMUNITY WATER COMPANY OF GREEN VALLEY System No.: 10-004

Project Owner:C£MMUNITY WAJER COMPANY_OE_QRE18N VALLEY

Address: 1501 s. LA CANADA DRIVE, GREEN VALLEY. AZ 85622-107_8

Location: T-18-S_, R-I3-E. SECTION L6 Latitude: 31° 5_2'07.l2" Longitude::I l 1°  Ol ' 35.5Q".County:Pima

Description:2 MILL1ON__GALLON RESERVOIR

Approval to construct the above, described facilities as represented in the approved plan on file with the Pima County
Department of Environmental Quality is hereby given subject to the following provisions:

AFTER COMPLETION OF CONSTRUCTION, A PROFESSIONAL ENGINEER, REGISTERED IN THE
STATE OF ARIZONA SHALL COMPLETE A FINAL INSPECTION AND SUBMIT AN ENGINEER'S
CERTIFICATE OF COMPLETION, ACCURATE "AS BUILT" PLANS, PRESSURE TEST RESULTS,
CHLORINATION RESULTS AND MICROBIOLOGICAL TESTING RESULTS TO PIMA COUNTY
DEPARTMENT OF ENVIRONMENTAL QUALITY IN ORDER TO OBTAIN AN APPROVAL OF
CONSTRUCTION. THOSE PLANS MUST BE CLEAR BLUELINE PRINTS SUITABLE FOR
MICROFILMING AND SHALL CLEARLY AND ADEQUATELY REPRESENT THE FACILITIES AS
THEY ARE CONSTRUCTED.

The State law, A.R.S. 49-353, requires that construction of the project must be in accordance with the rules and regulations of
the Arizona Department of Environmental Quality and the Pima County Department ol'Environmental Quality. For the purposes
of Licensing Time Frames, under AAC Title 18, Chapter l, Article 5, this Approval to Construct suspends the licensing time
frames and constitutes a Notice of Deficiencies. According to AAC R18-9-A30l(D)(l), the applicant, after completion of
construction of the facility specified herein, is required to submit all applicable documents. The submittal of all the required
documents restarts the licensing time frames. Construction shall conform with the approved design documents.

Iflthis project includes trenglging. land strippQ8, earthmoving or road construggiop, an air quality activity permit me! be required
pursuant to P. C. C. Title 17. 12.470, For inquires. regarding air quality activity permits, please call (520) 724-7400.

If construction has not started within one year, this certificate will be void and a written extension of time shall be required
within 90 days of the expiration of the approval date.

Date Approved: February 17, 2015 URSULA K. NELSON, P.E.
Director

,to
s

cc : P~File No. P002315
Engineer: Smyth Industries
Community Water Co. of Green Valley

By: /
Rene Gomez
Sr. Civil Engineering Assistant

/*

Z\_Shared Data\Water\Water-Sewer Plan Review\ApprovaIs\PO023l5.vmrdoc



FIRM NAME/NAME Jesse Schultz/sm Rh Industries Arturo Gabaldon
ADDRESS 4010 E. Illinois 1501 s. La Canada Dr.

Tucson, A23 85714 Green Valley, AZ 85622

PHONE NO./FAX NO. 52.0-750-8719 520-625-8409/520-6-5-1951

92/96/2815 13:82 5286251951 KM CHAPDELAIN PAGE 61/91

PIMA COUNTY DEPARTMENT OF ENVIRONMENTAL QUALITY - TECHNICAL SERVICES DIVISION
33 n. STONE AVENUE, SUITE 700, TUCSON, AZ 85701 TEL: (520) 724-7400

APPLICATION FOR APPROVAL TO CONSTRUCT WATER PROJECTS
(PLEASE SUBMIT TO THE PDEQ ENGINEERING REVIEW DESK AT as n. STONE AVE, SUITE 700, TUCSON, Az 85701)

A .  P R O J E C t  N A M E :  C W C  R es er vo i r  5 .

s. PROJECT TYPE (please check all applicable components for the OVERALL PROJECT)-

___ New Drinking Water Well or Source 1 Storage Tanks other;

___ Water Line and Appurtenances . Pressure Tanks

c. SYSTEM NAMEIOWNER ADDRESS/ADEQ SYSTEM NUMBERSIOPERATIONAL STATUS:

WATER Crnrrrmunitv water Co . of Green valley
_ New System _ Extension to Existing System

SYSTEM NUMBER 1 0 0. 0 ._.4

D. PROJECT LOCATION (Please provide approximate center. information is required tn accept application)-

LATITUDE 3 1 5 __ __ . 12 _.Q 7 N LONGITUDE 1 1 1 0 1 3 5 I  50 W

TownsHip 18S RANGE 1 3 8 sEcTion 16 QLJARTER sEcTion (CIRCLEALLAPPLICABLE) Ne SE a w

COUNTY p i m a

E.PROJECT DESCRIPTION! 2 Million Gallon aboveground Steel Tank

F. PROJECT ENGINEER (pLEASE Fnlrrrlf G. PROJECT OWNER (PLEASE fern:

_..-uh

H. PLAN DOCUMENTS SUBMITTED PLEASE SEE PDEQ PLAN REVlEW SUBMITTAL CHECKLIST)
NDTE' INCCMPLETE SUBMITTALS WiLL N T BE LOGGED IN.

SIGNATUREIDATE
auf Q~"J1§

J. OWNER/AGENT AGREEMENT AND SGHEDULE: AGREEMENT-The undersigned as Project Owner or as acting
Agent for the Project Owner hereby a) grants PDEQ permission to enter the site for inspections, b)
authorizes the Project Engineer to prepare and submit plan locum ants to the PDEQ ENGINEERING
REVIEW DESK, and c) agrees to const act the sanitary facilities accord in to the PDEQ Car tificate of
Approval and the approved plan documents.

CONSTRUCTION SCHEDULE: Estimated start date:8-2 /1 I2014. Estimated completion date' 3 /1 / 2 0 1 5

TYPE oR PR:NTNAME;J o h n  M e y e r

AFFILlAT!0N:T r ea t m en t  S u p er v i s o r  CW CG V

SIGNATUR

DATE: 11/06/2014

i
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1. Scope of Work: Contractor (Smyth Industries), having examined the conditions
surrounding the Work and the Contract Documents, identified as the Bid Documents,
General Contract, General Conditions, Special Conditions, Plans, Specifications, and all
Addenda, agrees to be bound by the Contract Documents as iffiilly set forth herein, which
binds Contractor to the Owner (Community Water) for performance in the same manner
and subject to the same obligations and liabilities as Owner is bound to Contractor.
Anything mentioned in the Specification and not shown on the drawings, or shown on the
drawings and not mentioned in the Specifications, shall be of like effect as if shown and
mentioned in both. In case of conflict or inconsistency between the Contract Documents
and this agreement or the Specifications and the drawings, or in case of discrepancies,
omissions and/or errors therein, the matter shall be submitted immediately to Owner for
determination; however, the terms of this agreement shall govern, Contractor agrees to
furnish all labor, material, equipment, supplies, plants, service, utilities, fuels, competent
supervision, tools, appliances, licenses, fees, interest, penalties, certificates, shop drawings,
transportation costs, insurance, scaffolding and all taxes but for sales tax and all items
necessary for complete performance.

Contractor is employed as a licensed independent to perform the following work on the
Project: 2.0MG Reservoir _ _ _ __ __ _ _ _

Includes: Per Attachment 'A'

Excludes: Per Attachment 'A'

Price - s 940,384.00

Contractor agrees to perform the Work in strict accordance with the Contract
Documents at the direction of the Owner and subject to final approval of the Owner and
Architect/Engineer or other representative of the Owner for the sum of $(940,s8-1-.00)

Contractor agrees to submit request for payment on work completed.

2. Performance: Contractor shall commence work immediately and be responsible for
performance and coordination of the Work in accordance with Owner's directions and
progress schedule. Contractor shall attend all meetings required by Owner. Within
THIRTY (50) days of signing this contract, Contractor shall fixrnish Owner, a written
progress schedule and list of all information required to fully perform and coordinate the
Work with other trades. y  9 °

Completion date for Project is May K, 2015 . Failure to perform in
accordance with progress schedule, or cause delay of other Contractors or Owner is a
breach of this contract and Contractor, in addition to other remedies, shall be responsible
for additional costs to Owner or other Contractors, including overhead, profit and
attorney's fees.

I



2.1 Shop Drawings: l copies of detailed shop drawings, brochures, samples,
tests, field dimensions, and color selection for Architect/Engineer approval shall be
submitted to Owner within 21 days of signing this Agreement. Approval does not
relieve Contractor of responsibility for complying in strict accordance with the Contract
Documents. All drawings and specifications are and shall be the property of Owner.

2.2
expense, all defective or nonconforming Work or materials, and report in writing any
errors, inconsistencies or omissions relating to the Work. Contractor shall, remove all
waste and maintain premises in a clean and orderly condition, and upon completion remove
all debris and temporary structures to Owner's satisfaction.

Contractor shall use all new material, remove and replace promptly, at Contractor's

Contractor shall provide all storage, shops, phones and offices as necessary, and
provide safe and proper facilities for inspection at all times of the work at the Project, at
shops or elsewhere.

2.3 Damage to Other Contractors: Contractor shall take all necessary steps to insure
that it does not damage any other Contractor's work on the project. If Contractor and/or
any other entity for which Contractor is responsible should cause damage to any other
Contractor's work, Contractor will immediately repair the damage so as not to cause delay
to the project. Should a claim arise due to damage to the work, Contractor agrees to
defend, indemnify and hold harmless Owner from any and all claims including attorney's
fees.

s. Assignment: This is a specialized performance contract and Contractor shall not
assign or sublet the whole or any part of this Contract nor any funds accrued or to accrue
without prior written consent of Owner; no assignment or sublet shall be binding on Owner
unless and until accepted. Any assignment or sublet without prior written consent of Owner
shall be void. Owner retains the right to refuse any and all assignments or subletting.
Assignment in whole or part is cause for termination.

4-. Changes and Delay: Contractor shall not deviate from the Contract Documents
except on written order of Owner. Owner may make written change in the Contract
Documents, which may add or deduct from the amount of Work covered by this Agreement.
Contractor shall be governed by such changes on presentation and even in case of
disagreement as to adjustment of contract amount; Contractor shall proceed with the work
as changed so as not to delay the progress of the Work.

If Contractor believes that work that it is being asked to perform is a change to the
contract work, Contractor must notify Owner within 48 hours or Contractor will waive any
claim it may have to additional compensation.

2
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No extra compensation for extra work, materials, or any time extension shall be
allowed unless Owner has issued a written change order. Recovery by Contractor for Owner
caused delays shall be limited to time extensions only; Contractor shall not be entitled to
damages, compensation or reimbursement for any losses on account of delay from any cause
whatsoever including, but not limited to, changes in scope or design, failure of Owner to
make payments, any act, neglect, default or failure of performance by Owner or other
Contractor or suppliers, delay in obtaining title or possession of land or acquiring rights-of-
way, failure to furnish required materials, Owner delay in obtaining financing, delay in
obtaining permits, or other conditions contained in the Contract Documents. Immaterial is
not delivered promptly, Owner may expedite delivery of material to be supplied by
Contractor and back charge Contractor any cost incurred.

5. Infringements: The Contractor agrees to indemnify and save harmless the Owner
against all damages which they may sustain by reason ofanything to be supplied hereunder
being covered by a patent not owned by the Contractor, and at the expense of the
Contractor to defend any action brought against the Owner and/or the Owner founded
upon the claim that any such thing or any part thereof infringes any such patent.

6. Use of Material Hoists, Derricks, Etc.: The Contractor understands that the Owner
has issued or shall issue orders prohibiting any persons from using any material hoist or
derrick to carry them to and from the various floors of the Project and the Contractor shall
not permit its employees to ride on any material hoist or derrick used in connection with
the Project. No one in the Owner's employ has any right to grant the Contractor or its
agents or employees the right to ride on any material hoist or derrick except the executive
officers of Me Owner, and then only in writing.

Whenever the Contractor shall use any scaffold, derrick material hoist or other tools
and plant furnished by the Owner, it shall satisfy itself as to the safety of said scaffold,
derrick, material hoist or other tools and plant before using the same and shall be fully
responsible for the safety thereof to the same extent as if such scaffold, derrick, material
hoist or other tools and plans were owned by and in the sole control of the Contractor.

7. Warranty: Contractor shall warrant and guarantee the Work and material
incorporated and, without cost to Owner or Owner, correct any and all defects due to faulty
workmanship and/or materials which may appear within one year from date of completion
and acceptance by Owner, unless the Contract Documents require a longer period. AH
guaranties and special guaranties required by the Contract Documents and operating
instructions, part lists and manuals shall be provided prior to final payment.

3
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8. Breach, Termination for Default: If Contractor should refuse or neglect to prosecute
the Work as per Contract Documents, fail to provide sufficient material or equipment of
proper quality, fail to promptly correct defective Work, fail to perform any term of this
Agreement, be unable to meet its debts or fail to promptly pay for labor or material or
other obligations, fail to perform other construction projects for any other Owner, be
financially insecure, disregard any law, by act or omission cause delay or interfere with
Owner, other Owners or Contractors, assign this contract, or voluntarily or involuntarily
tile bankruptcy, liquidation or assignment for the benefit of creditors, Owner may, without
prejudice to any other remedy, and upon serving written notice to Contractor's last known
address with directions to cure the specific default within TWO (2) working days, declare a
breach of this contract and at Owner's discretion employ another Contractor, take
possession of Contractor's tools, equipment and materials at the building site or elsewhere,
and complete the project by any means; in the event of Contractor's default, Contractor
shall assign all material, equipment, tools, service and supplies to Owner. Thereafter,
Contractor shall remain liable to Owner for any costs incurred in completing Contractor's
Work, including all charges, losses, cost, damages, Owner's overhead and profit, and
attorney's fees incurred as a result of Subcontract's failure to perform.

If Owner terminates this Agreement for default, Contractor shall not be entitled to
any liirther payments under this Agreement until the accepted Subcontract Work has been
completed and accepted by Owner, payment received by Owner from Owner and all above
described expenses deducted from Contractor and paid Owner. Contractor shall be
responsible if the expense exceeds the balance due and shall promptly pay Owner.

Owner may terminate this contract without default by Contractor. In that event,
Contractor shall receive, less all previous payments, (1) payment for actual cost for labor
and material incorporated into the Project, (2) actual cost for firm obligations reasonably
incurred in good faith by Contractor, (3) reasonable overhead incurred, and (4» ) an amount
equal to FIVE PERCENT (5%) of the total of ( l ), (2), and (5) IN LIEU PROFIT, but in no
event shall (1), (2), and (4-), exceed the total Subcontract price; provided that all work
performed or materials purchased met contract requirements and are assigned to Owner,
including all shop drawings, manuals, samples tools, equipment and materials.

4



9. Disputes: All controversies, disputes and claims arising under or in reference to this
contract between Owner and Contractor shall be subject to mediation conducted by the
architect including performance, non-performance, and termination. In such instance (s),
Contractor will be bound to Owner to the same extent that Owner is bound to Contractor
by the terms of the Contract Documents and by any and all decisions or determinations
made hereunder. Contractor will also be bound to Owner to the extent that Owner is bound
to Contractor by the final decision of court proceeding. with respect to any and all work
done or agreed to be done by the Contractor and with respect to any and all materials or
services furnished or agreed to by furnished by Contractor, and with respect to any and all
damages, if any, incurred by Contractor in connection with this Project, Owner in no event
shall be liable to Contractor to any greater extent that Owner is liable to Owner. No
dispute shall interfere with the progress of the Project, and Contractor shall proceed with
its Work as directed.

lg at any time, a dispute, claim or controversy should arise between Owner and
Contractor with respect to any matter or thing involved in this Contract or Project, which
controversy is not determined by the herein above Section, or other provisions of this
Contract, then the decision of the Owner shall be followed by Contractor, and said
controversy shall be decided as follows: Contractor shall conclusively be bound by and abide
by Owner's decision unless Contractor shall commence litigation within so days following
such decision. No dispute shall interfere with the progress of the Project, and Contractor
shall proceed with its work as directed of the Project and Contractor shall proceed with its
work as directed by Owner.

In the event Owner or others institute litigation regarding matters relating to this
contract, Contractor shall be responsible for Owner's costs, including reasonable attorney's
fees or, at owner's option, Contractor shall prepare and present Owner's case to the extent
matters are related to this contract. Contractor fixrther agrees to defend, indemnify and
hold harmless Owner from any and all damages relating to any claims concerning the work
covered by this contract.

Should litigation commence between the parties, the prevailing party shall be
entitled to an award omits reasonable attorney's fees and costs. Venue andjurisdiction shall
be in Tucson, Pima County, Arizona.

10. Provisions: If any condition of this Agreement is invalid, the remaining conditions
shall nevertheless be in full force and effect. Each and every term of this Agreement is
material and the breach of any term by Contractor is breach of the entire and grounds for
termination.Waiver by Owner shall not constitute waiver of any subsequent breach of the
same or any other conditions of this contract. This contract shall not be changed except on
witten consent of Owner and Contractor. The laws of the State ofArizona shall govern this

agreement. Time is of the essence in the performance of this Agreement.

5
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1 1. Insurance and Indemnity: The Contractor shall effectually secure and protect the
Work and shall bear and be liable for and shall repair and replace all loss and damage of any
kind which may happen to the Work, from any cause whatsoever, at any time prior to the
final completion and acceptance thereof, and the Owner will not in any manner be
answerable or responsible for any loss or damage that shall happen to the Work or any part
thereof, nor for any materials, equipment, tools, plant, facilities or other things that may be
employed therein or placed upon the premises by the Contractor, the latter being solely
responsible therefore until the Work has been fully completed and approved by the Owner
and accepted by the Architect.

Unless a different Indemnification and Hold Harmless is specified in an Insurance
Rider annexed hereto, (which if so specified shall be the applicable Indemnification and
Hold Harmless) Contractor hereby agrees (to the extent permitted by law) to assume the
entire responsibility and liability for and defense of and to defend, pay, hold harmless, and
indemnify the Owner, their agents, employees, and surety against any loss, expense, claims,
demands, liens or liability and will hold each of them harmless from and pay any loss,
damage, consequential damages, cost or expense (including, without limitation, judgments,
attorney's fees, court cost and the cost of appellate proceedings), which the Owner, their
agents or employees, incur because of sickness, disease, injury to or death of any person or
on accountof damage to property, including loss of use thereof, or any other claim caused,
occasioned or arising out fl directly or indirectly caused, in connection with, or as a
consequence of the performance of the Work, whether arising before or after final
acceptance, and/or any act, fault, negligence or omission of the Contractor or any of its
officers directors, employees, agents or anyone directly or indirectly employed by
Contractor or anyone for whose acts Contractor may be liable as it related to the scope of
this Contract, whether such injuries to person or damage to property are claimed to be due
to any negligence of the Owner, its or their employees or agents or any other person.
Contractor will purchase and maintain such insurance as will protect him including
contractual coverage. Contractor will name Community Water Co. of Green Valley as
additional insured on the insurance certificate.

The Contractor shall, through agents, in amounts and in companies authorized to do
business in the State of Arizona for the purposes intended, take out, maintain in force
during the period covered by this Contract and pay for such insurance as the Owner shall
require. If the Contractor shall fail to deliver certificates for such insurance to the Owner
within FORTY-EIGHT (4-8) hours after demand, and in any event prior to commencement
of the Work on the Project site, the Owner may obtain such insurance for the Contractor
and pay the premiums thereon, and the Contractor shall repay the Owner, on demand, any
sum or sums paid therefore, or the Owner may deduct such premiums from an money due or
to become due to the Contractor under this Contract.

6



Failure of the Contractor to maintain required insurance shall be a breach of the
Contract. Every policy of insurance required hereunder shall provide for giving to the
Owner THIRTY (30) days' prior written notice of the cancellation thereof

Any policy of insurance covering the Contractor's own tools, plant and facilities
against loss by physical damage shall include an endorsement providing that the
underwriters waive their right of subrogation against the Owner and the Owner.

In addition, Contractor shall maintain not less than the following insurance:

a) Worker's Compensation

Employer's Liability

Statutory

Each Accident

Disease-Policy Limit

Disease-Each Employee

General Aggregate

Products-Comp/Op Age

b) Comprehensive General Liability

Commercial General Liability

$100,000.00

$100,000.00

$100,000.00

so ,ooo,ooo.oo

so ,ooo,ooo.oo

s o ,ooo,ooo.ooOccurrence Basis Personal
8; Adv Injury

Each Occurrence

Any One Fire

Any One Person

$1,000,000.00

$50,000.00

$5,ooo.oo

$l,000,000.00

c) Fire Damage

d) Medical Expense

e) Automobile Liability
Any Auto

Bodily Injury & Property
Damage Combined

Umbrella Form

Each Occurrence

$

Aggregate

$

7



12. Compliance with Laws: Contractor shall comply with all Federal, State and
Municipal laws, codes and regulations including, but not limited to, Fair Labor Standards
Act, health, safety, OSHA, environmental, worker's compensation, social security,
employment and wage and hour laws, shall maintain a safety program and pay all taxes and
penalties. Contractor shall comply with all requirements of Title VII of the Civil Rights
Act of 1964, 41 C.F.C. 60-4.5, Executive Order 11246 of 1965 as amended, and all
affirmative action programs. Contractor will not discriminate in the employment or
advancement of any employee or applicant because of race, national origin, sex, color, age,
religion, creed or physical handicap. Contractor acknowledges receipt of owner's
EEO/Affirmative Action Policy. Contractor shall maintain all records and accounts for the
employment of labor and the furnishing of materials and supplies in accordance with proper
accounting procedures and all Federal, State and Municipal laws, codes and regulations.
Copies of such records shall be provided Owner upon request. This Contract does/does not
require certified payrolls.

1 s. Payments: A. Owner upon receipt of payment from Owner for the amount claimed
by Contractor will make payment for the approved value of Work and material incorporated
in the construction for the billing period. As a condition of payment, Contractor must
submit to Owner's office a statement of payments made by Owner on behalfofContractor
with a written application for progress payment by the 25th day of each month with
Owner Job Number and Cost Code, if applicable. Subject to Owner's prior approval,
payment may be made for materials or equipment not incorporated into the work but
delivered and suitably stored at the site or another location, provided assurances
satisfactory to Owner are received for storage, transportation and insurance. Payment will
be less the aggregate of previous payments; payment is not considered as approval and/or
acceptance of the Work done or materials furnished. As a further condition of payment,
Contractor must submit with each monthly application a lien waiver for labor and material,
and lien releases firm suppliers for all material and supplies, in a form satisfactory to
Owner for all Work performed during the billing period. Owner reserves the right to issue
joint checks payable to Contractor and its material men and suppliers. Contractor will keep
separate accounts of labor and material for this Project; payments will be used only for this
Project and not commingled to satisfy other obligations of Contractor. lfcurrent labor and
material or other bills relating to the Project are not being paid, Owner may, at any time,
take all steps necessary to insure such payment, pay Contractor's bills and charge Owner's
overhead and profit to Contractor, or terminate this Agreement. In the event Contractor's
material men, suppliers or Contractors file a lien or claim, Contractor shall do all things
necessary to immediately remove the lien or claim by bonding or payment; if Contractor
fails to immediately do so, Owner may, in addition to right of termination of subcontract,
do all acts necessary to remove the lien and back charge Contractor all cost, including
attorney fees.

8



B. The completion date for this project is _ _ May 15 QQL5

C. Final payment shall be upon completion of Work, payment by Owner,
approval by Architect/Engineer or other representative of Owner and upon receipt of all
warranties, operating instructions, manuals, submittals, part lists, replacement items and
material, release of lien, suppliers lien releases and affidavits of payment and agreement to
hold Owner harmless from all claims, all in forms acceptable to Owner. Acceptance oflinal
payment shall act as a waiver and release of any and all claims by Contractor for the Project.

D. Owner may retain out of sums due or to become due contract amounts
sufficient to indemnify Owner, including attorney's fees, for any sums owed Owner or for
any loss or claim against Contractor which claim or lien arises out of Contractor's
performance on this or other contracts, regardless of any bond posted by Contractor.

14-. Performance Bond and Labor and Material Bond: A performance bond and a labor
material bond may be required of Contractor at any time paid for by Owner. Failure to
provide the required bond by a surety authorized to do business in the State of Arizona is
cause for breach of Contract and termination.

15. The Contractor will comply fully with all provisions of the Immigration Reform and
Control Act of 1986 and Regulation issued in connection with the Act.

16. Owner and Contractor Records: The Owner, Contractors and all suppliers shall keep
and maintain all books, papers, records, files, accounts, reports, bid documents with backup
data, and all other material relating to the contract and project for live years following
completion and acceptance of the work.

9
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ConformaTEcH
1

Report of Compression Test Results

Client: Smyth Steel MFG

4010 East Illinois

Tucson, AZ 85714-

Report Date:April 15,2015

Project#: 13-3922

Project Name: Smyth Steel M/T

Address:See Remarks

Tucson, AZ
Attn: Gary Smyth

Project Manager:

Architect:

Engineer'

ASTM-C39lASTM-C1231

Contractor'

Specimen Type' Concrete

Mix and Field Data
CastDate:3/17/2015

Type of Placement:Footing

Location:Northeast quad of ring foundation, North to Northeast

Strength: Required (f'c) 1 3000 psi @ 28 Days
Inspector: Thomas English

Actual

3.25
Mix #: 3714703

Supplier: Stoker Parson

Load: 2 of 9

Truck #:568709

Ticket #: 57153321

Plant#:

Batch Size (cy): 11

Water Added (gal)'

Admlxture:

Slump (in) ASTM C-143:

Air Content (%) ASTM C231 :

Unit Weight (pct) ASTM C-138:

Sample Temperature (°F) ASTM C-1064:

Ambient Temperature (°F):

78

60

Clouds Condition: Partly Cloudy
Precipitation: Dry

WindCondition: Breezy (5-Qmph)
Time

Yield (cy):

Water Content Ratio:

Cement Content (lbs/cy):

Remarks : Community Water Company of Green Valley Reservoir No. 5,
2051 West Continental Road
Set 1 of 2

Batch Time: 6:09

Sampled Tlme: 7:20

Flnlsh Time:

Test Result Diam. Length.

Lab Id

1392232

Spec
Id

Date
Received Test Date

Age
(Days)

Actual
Area

(W)
Compressive

(lbs)
Strength

(psi)

Break Fleld Type bf
Type Cure Cap

Percent
of Req.

29

30

31

32

3/18/2015

3/18/2015

3/18/2015

3/18/2015

3/24/2015

4/14/2015

4/14/2015

4/21 /2015

7

28

28

35

4x8

4x8

4x8

4x8

46660

55540

56730

3710

4420

4510

CSp

CSp

CSp

Hold

Q
I ]
l j
U

Ur
Un
Un

124%

147%

150%

12.57

12.57

12.57

12.57

Average of 28 Day Breaks:

Break Types: -- (Cn) Cone, (Csp) Cone Split, (Sch) Cone Shear, (Sh) Shear, (Co) Columnar

Type of Caps: -- (Un) Unbonded, (So) Sulfur Based Compound, (Gr) Grinding

4466

844Reviewed By;

Dlstrlpqtion: Client El File: Supplier:[ I Other: Addressee (1)

ConformaTech, Inc.
1425 East Apache Park Place
Tucson, AZ 85714
Tel (520) 573-2045
Fax (520) s13-052s

Specs



1

l

CpnformaTEcH I
I
1

Repos of Compression Test Results

Client: Smyth Steel MFG

4010 East Illinois

Tucson, AZ 85714-

Report Date: April 15, 2015

Project #: 13-3922

Project Name' Smyth Steel MIT

Address: See Remarks

Tucson, AZAttn: Gary smyth I
I
i

Project Manager:

Architect:

Engineer:

ASTM-C39/ASTM-C1231

E

i
i
t

8
1

E
i
i
IContractor:

Specimen Type: Concrete

Mix and Field Data
CastDate: 3/17/2015

Type of Placement: Footing

Location: Tank foundation, South quad of ring

Strength: Required (f'c) : 3000 psi @ 28 Days Inspector: Thomas English

Actual

2.75

Specs

I
g

Mix #: 3714703

Supplier: Shaker Parson

Load: 7 of g

Truck #: 567600

Ticket #: 57163332

Plant #:

Batch Size (cy): 11

Water Added (gal):

Admixture:

Slump (in) ASTM C443:

Alr Content (%) ASTM C231 :

Unit Weight (pct) ASTM c-138:

Sample Temperature (°F) ASTM C-1064:

Ambient Temperature (°F):

74

65

Time
Batch Time: 7:47

Sampled Tlme: 9:00

Finish Tlmez 9:18

Remarks :

Yield (cy): Clouds Condltlonz Partly Cloudy

Water Content Ratio' Precipitation: Dry

Cement Content (lbslcy): Wind Condition: Breezy (5-Qmph)

Community Water Company of Green Valley Reservoir No. 5
2051 West Continental Road
Set 2 of 2

TestResult
Diam. Length.

Actual
Area

(W)Lab ld

1392236

Spec
Id

Date
Received Test Date

Age

(Days)

Compressive
(lbs)

Strength

(psi)

Break Field Type of
Type Cure Cap

Percent
of Req.

33

34

35

36

3/18/2015

3/18/2015

3/18/2015

3/18/2015

3/24/2015

4/14/20t5

4/14/2015

4/21/2015

7

28

28

35

4x8

4x8

4x8

4x8

3530

4320

4270

CSp

CSp

CSp

Hold

[ I
[J
[ I
I ]

Un

Un

Un

121%

144%

142%

12.57 45690

12.57 54350

12.57 53700

12.57

Average of 28 Day Breaks:

Break Types: -- (Cm) Cone, (Csp) Cone Split, (sch) Cone Shear, (Sh) Shear, (Co) Columnar

Type of Caps: -- (Un) Unbonded, (So) Sulfur Based Compound, (Gr) Grinding

4298

I
I
8:
9

f
a

;

3

Reviewed By:
1

E

Distribution: Client v File: [ Supplier: [I Other: Addressee (1)

ConformaTech, Inc.
1425 East Apache Park Place
Tucson, AZ 85714
Tel (520) 573-2045
Fax (520) 578-0528

III \III
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Test
No.:

Test Location Elevation

FeEL 1 TESTI \ *; REFERENCE CURVE

%
Compaction

Req'd
PASSIFAIL

Dry
Density

Lbslcu.ft.

Moisture
Contersi

%

% of
Maximum

Dry
Density

Lab
No.

Maximum

Div
Density
lbs/cu.f1.

Optimum
Moisture
Content

%

CcnformaTEcH
.¢=. I'll

NUCLEAR METHOD
FIELD DENSITY TESTING REPORT

I

I
I

;

t
l

I

12 January 2015
CTEC Job No. 13-3922

Smyth industries, Inc.
Attn: Gary Smyth
4010 East Illinois Avenue
Tucson, AZ 85714

Project:
Project Location:

Smyth Industries, Inc. Miscellaneous Testing
Community W ater Company of Green Valley Reservoir No. 5
2051 West Continental Road

Area Description: Water Tank

Test Date: January 6, 2015
Datum Reference: Finish Grade = Assumed 100.0

1 Tank Backfill
Native
20' North of center

98.5 126.8 6.5 99% 5617* 127.6 8.5 97% PASS

2 Tank Backfill
Native
10' South and 20' East of center

98.5 127.1 G.7 100% 5617* 127.6 8_5 97% PASS

3 Tank Backfill
Native
20' West of denier

99.0 128.1 s.o 100% sew* 127.6 B.5 97% PASS

4 Tank Backfill
Native
to' South and 10' West of center

99.0 125.3 5.1 98% 5617* 127.7 8.5 97% PASS

*Rock Corrected

Reviewed By: 1

ConformaTech, Inc.
1425 East Apache Park Place
Tucson, Arizona 85714
Tel.: (520)573-2045
Fax: (520)573-0528

I



Test
No.:

Test Location Elevation

FIELD TESTING REFERENCE CURVE

%
Compaction

Req'd
PASS/FAIL

D o
Density

Lbs/cu.f(.

Moisture
Content

%

% of
Maximum

Irv
Density

Lab
No,

Maximum

Dry
Density
lbs/cu.ft.

Optimum
Moisture
Content

%

ConformaTEcH

NUCLEAR METHOD
FIELD DENSITY TESTING REPORT

12 January 2015
CTEC Job No. 13-3922

Smyth Industries, Inc.
Attn: Gary Smyth
4010 East Illinois Avenue
Tucson, AZ 85714

Project:
Project Location:

Smyth Industries, Inc. Miscellaneous Testing '
Community Water Company of Green Valley Reservoir No. 5
2051 West Continental Road

Area Description: Water Tank

Test Date: January 7, 2015
Datum Reference: Finish Grade = Assumed 100,0

1 Tank Ring
ABC
Near center of trench
Northside of tank ring

97.5 125.4 4.8 98% 5624* 127.7 7_7 97% PASS

2 Tank Ring
ABC
Near center of trench
Souihside of tank ring

97.5 126.2 5.9 99% 5624* 127.7 7_7 97% PASS

3 Tank Ring
ABC
Near center of trench
Eastside of tank ring

98.5 127.1 5.0 100% 5624* 12777 7.7 97% PASS

4 Tank Ring
ABC
Near center of trench
Westside of tank ring

98.5 128_1 5.3 100% 5624* 127.7 i.7 97% PASS

*Rock Corrected

Reviewed By: ___ § ___
u I n #

ConformaTe<:h, inc.
1425 East Apache Park Place
Tucson, Arizona 85714
Tal.: (520)573-2045
Fax: (520)578-0528

l l



Test
No.:

Test Location Elevation

FIELD TESTING REFERENCE CURVE

%
Compaction

Req'd
PASS/FAIL

Div
Density

Lbs/cu.ft.

Moisture
Content

%

% of
Maximum

Div
Dens'

Lab
No.

Maximum

Dry
Density
Ibslcu.ft.

Optimum
Moisture
Content

%

ConformaTEcH
-.. W

NUCLEAR METHOD
FIELD DENSITY TESTING REPORT

12 January 2015
CTEC Job No. 13-3922

Smyth Industries, Inc,
Attn: Gary Smyth
4010 East I ll inois Avenue
Tucson, AZ 85714

Project:
Project Location:

Smyth industries, Inc. Miscellaneous Testing
Community Water Company of Green Valley Reservoir No. 5
2051 Wes! Cont inental Road

Area Descript ion:  Water Tank

Test Date: January 8, 2015
Datum Reference: Finish Grade = Assumed 100.0

1 Tank Ring and Tank center
ABC
30' East and 15' South of center of
tank

99.0 12677 6.2 99% 5624* 127.7 7.7 97% PASS

2 Tank Ring and Tank center
ABC
20' West of center of tank

99.0 125.4 6.5 98% 5624* 127.7 7.7 97% PASS

3 Tank Ring and Tank center
ABC
Center of tank

100.0 125.0 5.8 98% 5624* 127.7 7.7 97% PASS

4 Tank Ring and Tank center
ABC
Northside of tank ring

100.0 127.2 5_5 100% 5624* 127,7 7.7 97% PASS

'Rock Corrected
1 °

Revlewed By:

ConformaTech, Inc.
1425 East Apache Park Place
Tucson, Arizona 85714
Tel.: (520) 578-2045
Fax: (520)573-0528

ll I



100
100
100
100

100
100

100

99

98
98

96
93

81
77

61
45

36
30
21

15.1

123

122

121

I

118

120
'5
8
8 119
w
c
0
Q
z~
Q 117

115

115

865 7
114

4 g 10 11 12 13 14 15 16

Moisture(%)

- *

\

ConfcrmaTEcH

JOB NO: 13-3922PROJECT:
LOCATION:
MATERIAL'
SAMPLE SOURCE:

Community Water Company of Green Valley, Reservoir No. 6

2051 West Continental Road
Native

On Site

LAB NO:

SAMPLE DATE:

5617

12/22/2014

LABORATORY COMPACTION CHARACTERISTICS oF SOILS USING
STANDARD EFFORTS (12,400ft-Ib-ftlcu.fli) (ASTMD898A)

SIEVE ANALYSIS OF FINE AND COARSE AGGREGATES (ASTM C136lC117)

LIQUID LIMIT, PLASTIC LIMIT, AND PLASTICIW INDEX OF SOILS (ASTM D4318) (DRY PREP)

SIEVE

SIZE

PERCENT

PASSING

Maximum dry density:
Qptimum moisture:

121.8
11.4 6 in / 152mm

4 in /100mm
3 In /75mm
2 in /50mm

1 1/2 in/37,5Mm

1 1/4 in I 32 mm

1 in /25 mm

3/4 in I 19 mm
1/2 in / 12.5 mm

3/8 in I 9.5 mm
1/4 in I 6.4 mm

#4, 4.75mm

#8, 2.36mm

#10, 2.00mm
#16, 1.18mm

#30, 0.60mm
#40, .425mm

#50, .300mm
#100, .150mm

#200, .075MITl

LL:

PL:
Pl:

26

16

10

NOTES:

- The zero air void curve represents a specific gravity of: 2.65 assumed, (also used in the 'Rock Correction Calculation)

- This is a summarizedreport of the referenced procedures and does not include all reporting requirements. Addltlonal data can be provided at clients request.

¢

Reviewed by:

ConformaTech, Inc.
1425 East Apache Park Place
Tucson, Arizona 85714
Tel.: (520) 573-2045
Fax: (520)573-0528

_'1111111111 I



APPENDIX E
WATER RESERVOIR #5 "As-BulLT" PLANS



PIMA COUNTY DEPARTMENT OF ENVIRONMENTAL QUALITY
ENGINEERING REVIEW UNIT

33 N. Stone Ave., Suite 700, Tucson, Arizona 85701-1429
Telephone: (520) 724-7400

APPROVAL OF CONSTRUCTION (WATER)

Project Description:Lvo m1LL_1on GALLQN 3j5sERvoIR

Location: I-18-S. R-13-E. Section 16 Latitude: 31° 52' 07.12" Longitude: -111° 01' 35.5_Q" County: PIMA_

Project Owner: COMMUNITY WATER c o . - GREEN VALLEY System Number:10-004

This Approval of Construction is based upon the following items:

1. Pima County Department of Environmental Quality Certificate of Approval to Construct for PDEQ File No. P002315 signed
on 02/17/15.

2. Original sealed Engineer's Certificate of Completion, sealed on 09/15/15 by JESSE S. SCHULTZ P.E., Certificate No. 52757,
dated and submitted alter the completion of construction and final inspection.

3 pages of as-built plans for the above-described project dated 09/15/15, sealed by JESSE S. SCHULTZ, P.E., Certificate No.
52757, and approved for construction under PDEQ File No. P002315 sealed on 02/06/15 by JESSE S. SCHULTZ, P.E.,
Certificate No. 52757.

Test results for pressure, signed by John Meyer, dated 08/26/15, consisting of 1 page. Test results for microbiological, signed
by Amanda Fish and Kaitlyn Martel (Legend Technical Serw'ces), dated 08/28/15, 09/02/15 and 09/15/15, consisting of 6
pages.

Approval to operate the above, described facilities as represented in the approved plan documents on file with the Pima County Department
of Environmental Quality is hereby given subject to the following provisions:

4.

1. Arizona Revised Statutes require that the operation of the project must be in accordance with the rules of the Arizona Department
of Environmental Quality.

2. The Department reserves the right of entry for State or local officials to inspect the facility and collect any samples needed to
determine compliance with any standards.

3. The Project owner and each subsequent owner shall notify each buyer about all operation, maintenance, inspection and
reporting requirements, and all other terms and conditions of the certificate of Approval to Construct and this certificate
of Approval of Construction.

Arizona Revised Statutes require that the operation of the project must be in accordance with the rules of the Arizona Department
of Environmental Quality.

Date Approved: September 18, 2015 URSULA K. NELSON, P.E.
DIRECTOR

,n rf

By:
Rene Gomez
Sr. Civil Engineering Assistant

cc: PDEQ File No: P002315
Project Owner: Community Water Co. - Green Valley

Z:\_Shared Data\Water\Water-Sewer Plan Review\Approvals\PO023l5.aoc.doc

3.
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Engineer's N2m¢= JcAS¢¢ S - S r - 1 / 4 - \ %

Engineer'S Address: 4 4 °  6 ,  ( u i A ° \ . $ ST

'i3osnS.,_ Al 85 'H "f
Phone Number § 2 ' D  - -  8 ' H W

E N G I N E E R  C E R T I F I C A T E O F C O M P L E T I O N ANDFINAL INSPECTION
PIMA COUNTY DEPT OF ENVIRONMENTAL QUALITY, 33 n. STONE AVENUE. sum-: vie, TUCSON, AZ ss701 TEL: 714-7400

PDEQ FILE NO.: PO Q  Z N  \ S DRINKING WATER sEc'non
If separate Drinking Water & Wastewater Approvals to Construct were issued,
separate E.C.C.'s required

COUNTY: PIMA
PROJECT OWNER:

Project Description: MG ¢!¢¢»»e, . 9 ~ " ~ * - ° '  3 - ¢ ¢ . \

am Lr Ari' ynescsuse THE COMPLETED pkmacr, USE THE SAME DETAIL AS IN APPROVAL TD construct PROIECT DESCRIPTION lfunsimue01 inane. ir»=¢4¢¢»
nun

l, ,lg $51 | 5_ §'r,lr\\4 ,a Professional Engineer registered in the Slate of Arizona, have inspected the construction of the
above project, and certify that (check all applicable boxes, complete applicable blanks):

ITEMS l) THRU 4) MUST BE COMPLETED

é
X

1)
2)

3)

The work on this plqiect was computed on

On

date).
conducted by

14
4)

and are represented in anachments to

5A)

e) a Tina! construction inspection myself [check one] ____ under
M I uuusu 1 SUPERVISION by _ _ _ _ _(print name).
The materials utilized and the installation and construction of those materials and equipment are in conformance with the
approved plans and specifications and the Pima Cou ty Department of Environmental Quality (PDEQ) Certificate of
Approval to Construct issued on 'Lo\§ (date in certificate signature block).
All construction and Preoperational tests (inhtration, exliltration, pressure, deflection, chlorination, microbiological,
etc.) [circle types performed] were properly conducted. met ADEQ red ' cmenls,
this Certificate. The total number of pages softest results attached is_ 9 _ .

EITHER 5A) or 5B) MUST BE CHECKED
Any deviation from the approved plans and the PDEQ Certificate of Approval to Construct have been noted on the
attached As-Built plans (as stipulated in the Approval to Construct provisions) prepared and sealed pursuant to A.R.S.
32-125 mQ -19 '  l a(date). Of the total
plans are she on siieets numbered Lr ; '3_ _

sheets of As-Built plans attached, deviations firm the approved

5B)

PA)
6B)

The completed project did not deviate firm the approved plans which received the Approval to Construct.
EITHER PA) OR 6B) MUST BE CHECKED

This project did not require the preparation fan Operation and Maintenance Manual.
An Operation and Maintenance manual has been prepared for this project and a copy is attached. This manual meets all
ADEQ minimum design and construction standards contained in statute, rule, bulletin, and referenced codes, the key
elements of the approved plans, and, inapplicable. with Attachment B of the September 10, 1994 Engineering Advisory
for Individual Systems.

ADDITIONAL INFORMATION

ENGlNEERIS SEAL per AAC R4-30~304.B

X

X

2.

3 .



Project: Colilert Analysis
Project Number: 04-10-004

Reported:

09/09/15 10:17

John Meyer

Community Water Co.

1501 S. La Canada Dr.

Green Valley, A285622-1600

PQL NotesMethodBatchDilutionUnitsResult AnalyzedPreparedAnalyte

E G E N D
4585 s. Palo Verde Rd., Ste. 423 • Tucson, AZ 85714

P (520) 327-1234 • F (520) 327-0518

Technical Services, Inc.
lwww.legend-group.com

Anal Te

Legend Technical Services of Arizona, Inc.

Microbiology

E. coli
Total Coliforms

Absent

Absent

P/A

P/A

1

1

B5l1037 09/08/15 14:28 09/08/15 14:28

B511037 09/08/15 14:28 09/08/15 14:28

SM 9223B

SM 9223B

Sample Condition Upon Receipt:
Temperature: 2.00 C
All samples were received in acceptable condition unless noted otherwise in the case
narrative.

Case Narrative:

Holding Times :
QA/QC Criteria:
Accreditations:
Accreditation is ap
Comments:

All holding times were met unless otherwise qualified.
All analyses met method requirements unless otherwise qualified.

AZ(PHX)0004, AZ(TUC)OOO4, AIHA#102982, CDC ELITE Member.
pliable only to the test methods specified on each scope of accreditation held by LEGEND.

There were no problems encountered during the processing of the samples, unless otherwise noted.
All samples were analyzed on a 'Wet" basis unless designated as "dry weight".

Notes and Definitions

Legend Tedwnical Services ofAriz6na, Inc. The results in this report apply to the samples analyzed in accordance with the chain
of custody document This analytical repo# must be rep/voduced in its entirety.

Client Services Representative Phone Number: (602) 324-6100
Page 1 of 2
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I
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Project Colbert Analysis
Project Number: 04-10-004

Reported'

09/09/15 10:17

John Meyer

Community Water Co.

1501 s. La Canada Dr.

Green Valley, AZ85622-1600

NL E G E DCHAIN OF CUSTODY RECORD 9

i v
www I g nd g p m17631 N ism Avenue . Phoenix, AZ 85023 . (602) 32446100. Fax (802)3245101

4585 5 Palo Verde Rd, Ste 423 . Tucson AZ85714 . (520) 327-1234 . Fax (520)327-0518

TechnicalServices, Inc.

Page i of I
pp» =su=wlncu=ny

( D

®

®White- Lab Yelbw- Client

FORM GEN-173 (6/06l

. . , ;;; .j:=Ta .

5OG@*\G

1244s 1
1:44 4

cnau Name
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Project: Colilert Analysis
Project Number: 04-10-004

Reported:

09/02/15 11 :02

John Meyer

Community Water Co.

1501 s. La Canada Dr.

Green Valley, AZ85622-1600

PQL NotesMethodDilutionUnitsResult AnalyzedPreparedAnalyte Batch

E G E N D
4585 s. Palo Verde Rd., Ste. 423 l Tucson, AZ 85714

P (520) 327-1234 l F (520) 327-0518

Technical Services, Inc.
Iwww.l€Q€flld-QfoUp.com

Anal tena\yte

Legend Technical Services of Arizona, Inc.

Microbiology

E. coli
Total Coliforms

Absent

Absent

P/A

P/A

1

1

B510863 09/0111514i19 09/01/1514:19

B510863 09/01/1514:19 09/01/1514:19

SM 9223B

SM 9223B

Sample Condition Upon Receipt:
Temperature: 2.00 C
All samples were received in acceptable condition unless noted othewvise in the case
narrative.

Case Narrative:

Holding Times: All holding times were met unless otherwise qualified.
QAIQC Criteria: All analyses met method requirements unless otherwise qualified.
Accreditations: AZ(PHX)0004, AZ(TUC)OOO4, AIHA#102982, CDC ELITE Member.
Accreditation is applicable only to the test methods specified on each scope of accreditation held by LEGEND.
Comments: There were no problems encountered during the processing of the samples, unless otherwise noted.

All samples were analyzed on a 'Wet" basis unless designated as "dry weight".

Notes and Definitions

'Legend Technical Services ofArii'ona, Inc. The results in this report apply to the samples analyzed in accordance with the chain
of custody document. This analytical report must be reproduced in its entirety.

I 4 , 8 ¢ 9 , . *
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Project Colilert Analysis
Project Number; 04-10-004

Reported:

09/02/15 11:02

John Meyer

Community Water Co.

1501 s. La Canada Dr.

Green Valley, AZ85622-1600
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The results in this report apply to the samples analyzed in
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Project Colilert Analysis
Project Number: 04-10-004

Reported:

08/28/15 10:19

John Meyer

Community Water Co.

1501 s. La Canada Dr.

Green Valley, AZ85622-1600

PQL DilutionResult BatchUnits Method NotesAnalyze Prepared Analyzed

L
I

E G E N D
4585 s. Palo Verde Ra., Ste. 423 • Tucson, AZ 85714

P (520) 327.1234 • F (520) 327-0518

Technical Services, Inc.
lwww.Iegend-group.com

Ana l  te

Legend Technical Services of Arizona, Inc.

Microbiology

E. coli
Total Coliforms

Absent

Absent

P/A

P/A

1

1

B5H0885 08/27/1515:14 08/27/15 15:14

B5H0885 08/27/15 15:14 08/27/15 15314

SM 9223B

SM 92238

Sample Condition Upon Receipt:
Temperature: 7.10 C
All samples were received in acceptable condition unless noted otherwise in the case
narrative.

Case Narrative:

Holding Times:
QAIQC Criteria :
Accreditations:
Accreditation is ap
Comments:

All holding times were met unless otherwise qualified.
All analyses met method requirements unless otherwise qualified.

AZ(PHX)0004, AZ(TUC)OOO4, AIHA#102982, CDC ELITE Member.
pliable only to the test methods specified on each scope of accreditation held by LEGEND.

There were no problems encountered during the processing of the samples, unless otherwise noted.
All samples were analyzed on a "wet" basis unless designated as "dry weight".

Notes and Definitions

Legend Technical Services ofArizona, Inc. The results in this report apps to the samples analyzed in accordance with the chain
of custody document. This analytical repos must be reproduced in its entirety.

Client Services Representative Phone Number: (602) 324-6100
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Project: Colilert Analysis
Project Number: 04-10-004

Reported:

08/28/15 10:19

John Meyer

Community Water Co.

1501 s. La Canada Dr.

Green Valley, AZ85622-1600
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The results in this report apply to the samples analyzed in
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PIMA COUNTY DEPARTMENT OF ENVIRONMENTAL QUALITY
ENGINEERING REVIEW UNIT

33 N. Stone Ave., Suite 700, Tucson, Arizona 85701-1429
Telephone: (520) 724-7400

APPROVAL OF CONSTRUCTION (WATER)

Project Description: TWO MILLION GALLON RESERVOIR

Location: T-18-S. R-13-E. Section 16 Latitude: 31° 52' 07.12" Longitude: -111° 01' 35.50" County: PIMA

Project Owner: COMMUNITY WATER co. -- GREEN VALLEY System Number:10-004

This Approval of Construction is based upon the following items:

1. Pima County Department of Environmental Quality Certificate of Approval to Construct for PDEQ FileNo. P002315 signed
on 02/17/15.

2. Original sealed Engineer's Certificate of Completion, sealed on 09/15/15 by JESSE S. SCHULTZP.E., Certificate No. 52757,
dated and submitted after the completion of construction and final inspection.

3. 3 pages of as-built plans for the above-described project dated 09/15/15, sealed by JESSE S. SCHULTZ, P.E., Certificate No.
52757, and approved for construction under PDEQ File No. P002315 sealed on 02/06/15 by JESSE S. SCHULTZ, P.E.,
Certificate No. 52757.

Test results for pressure, signed by John Meyer, dated 08/26/15, consisting of 1 page. Test results for microbiological, signed
by Amanda Fish and Kaitlyn Martel (Legend Technical Services), dated 08/28/15, 09/02/15 and 09/15/15, consisting of 6
pages.

Approval to operate the above, described facilities as represented in the approved plan documents on file with the Pima County Department
of Environmental Quality is hereby given subject to the following provisions:

4.

1. Arizona Revised Statutes require that the operation of the project must be in accordance with the rules of the Arizona Department
of Environmental Quality.

2. The Department reserves the right of entry for State or local officials to inspect the facility and collect any samples needed to
determine compliance with any standards.

3. The Project owner and each subsequent owner shall notify each buyer about all operation, maintenance, inspection and
reporting requirements, and all other terms and conditions of the certificate of Approval to Construct and this certificate
of Approval of Construction.

Arizona Revised Statutes require that the operation of the project must be in accordance with the rules of the Arizona Department
of Environmental Quality.

Date Approved: September 18, 2015 URSULA K. NELSON, P.E.
DIRECTOR

.-*

*
."

By:
Rene Gomez
Sr. Civil Engineering Assistant

cc: PDEQ File No: P002315
Project Owner: Commmmity Water Co. - Green Valley

Z:\_Shared Data\Water\Water-Sewer Plan Review\ApprovaLls\PO02315.aoc.doc





Community Water Company of Green Valley

Summary of Expenditures

CWC Water Reservoir #5

Continental Road

Green Valley, Pima County , Arizona

Summary

Construction

Smyth Industries
Denny Nolen
Engineering
Direct OH (PayroIIneh Exp)
Indirect  oH ... --

s 946,689.03.
32,375.00
12,090.00
25,225.19
41,425.42

$ 1,057,804.64

Lena I

Legal Counsel with ACC filing

Legal Counsel, Financing

47,574.25

6,652.38

54,326.63

Miscellaneous and Other

Debt Fi.narcing Fees

Miscellaneous

7,528.97

6,640.02

Total Cost s
14,168.99

1,126,300.26

Page 1 of 2

ll ll lm llllIu in l ll



Community Water Company of Green Valley

Summary of Expenditures

CWC Water Reservoir #5

Continental Road

Green Valley, Pima County , Arizona

Sum of Amount

946,689.03

32,315.00

1,314.00

46,360.25

6,652.38

1z,o9o.00-

25,225.19

41,425.42

Less Summarized

Row Labels

Smyth Industries

Smyth

DennyNolen

Denny Nolen

Legal Counsel with ACC filing

Snell & Willmer

Roshka DeWulf & Patten

Legal Counsel, Financing

Udall Law Firm

Engineering

CPE Consulting

Direct OH (Payrollneh Exp)

Direct OH (PayrolIneh Exp)

IndirectOH

IndirectOH

Debt FinancingFees

BBVA Compass

Miscellaneous
7,528.97

Ashby

Border State

Crescent Electric Supply

Day's Excavating

Farnsworth

Grainier

Graybar Electronics

GV Ace Hardware

GV Decorative Rocks

GV True Value

HD Waterworks

Legend

Merle

Santa Rita Steel

Sportsman's Warehouse

True Value

Tucson Recycle

USA BlueBook

GMEI

GV News

Parcel Plus

Acc Filing

Grand Total

1,325.00-

584.53

731.46

460.00

501.82

109.47

340.96

415.10

14.95

52.71

196.01

45.00

59.50

500.00

262.66

44.16

81.58

482.90

220.00

141.76

25.45

45.00

1,126,300.26
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PO No.
IApxuwnsd V'
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Contractor License No.
General: 076849
dennyno1en@msn.com

Date: January 26, 2015

DENNY NOLEN CORP

HC 70 Box 4610
Sahuama, As 85629
520-625-0980

Invoice No. 178

Billing for work performed for Community Water Company.

Labor and materials for

Approximately 980 feet of8 foot chain link fencing
3 strands of barb wire on top with rolled razor wire
l 16 foot gate
l 3 foot man gate

TOTAL INVOICE: $32,375.00

Materials Paid -12,371.00

TOTAL DUE : $20,003.34

/057 0/a5 w7@ooe> 36;0/

once @ I325. 4'

€5&
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American Fence Company of Arizona, Inc.
1l1lE.\l'a1encihR8. \
Tucscm,Arizona 85106
Telephone (520)746-1400 Fax (520)746-1494
ArizonaConqacmcfs License #'s 069390, 069389, 016349

R5512@N American Fence & Security Co.
Quote

*** THIS IS noT AN INVOICE *QQ
999 THIS 15 NDT A LOADING SLIP *Mr

Page-
Date-
Time-

1
12/30/14
11.21a. 17

Dryer Humber n 0 l
Customer PO Number

151914 so
DEHNY /HH

Taken By . . HDLGUIN

Sold To:
234123 DEHHY NDLEI4

HC 'pa Box 451m
EAHUARITA, AS
(528\ 525-0980

85629 85629

Ship To:
234123 DEKNY NDLEN

HC 70 BOX 461a
EAHUARITA, AZ
<52a> 625-898 Rx

Q!
FT

01-der
950

Open
9545

Open
Price
3743. oz

Ordered
Price

3743. BB

966

46

1888 J

0

BRACE BAND 4 REG
12GA x 3/4'

TEHSIDN BAND 4 REG
14GA X 3/4'

BARB ARH 2 3/B x 1
45 DEGREE

BALL CAP 4 ALUH

Description
96' 95A 21 1.2 saw KB
FABRIC

15/B x AP-48 GALV. PIPE FT
46-21' TDPRAIL LENGTHS

SLEEVE 1 5/B x 5 PS EA

TENSIDH WIRE STRAIGHT SGA CI FT
sALe

41 x Ap-4m GALV. PIPE FT
11-12' TERMINAL POSTS

2 3!8 Ap~4u GALV. PIPE FT
88~1B*6' LINE POSTS

TE8§£9" BAR 941 3/16'X3/4' EA

RAIL~EHD 1 5/B PS EA

EA

EA

5/B PS EA

EA

TIE 8 1/2' 115A BALV EA

CARRIAGE BDLT 5/16 X 1 1/4 EA
GALV W/HUT

HUB RINGS 12 1/2 GA GALV LB

EA

132

924

18

18

LB

126

88

11

15oo

:aw

5

1

1

0

3'DPEH x 8'PLUS BARB BATH
1 7/B FRAME QGA. FABRIC

1&'DPEH x B'FLU8 BARR ggu8LE EA
GATE 1 7/8 FRAME EBA. FABRIC

IND HINGE 188 4 x 1 5/a DR EA
1 7/8 PS

LATCH ASSEMBLY 1 7/8 IND pa EA
IHCLUDES 3 GUIDES & 1 FORK

B

1

966

46

in a

132

324

18

18

18

126

ea

11

15aQ

zoo

5

1

1

6

1

Unit
Price
3.9480

1.e9oa

1.950a

.aaaa

5.27am

2.8998

4.a5ea

2.@8o@

.87aa

1.2500

3.8288

4.8380

.n7wa

• mono

3.16@u

325.8808

8aa.aaam

16.3308

4s.aeoa

1632.54

a9,7z

aa.a@

827.64

2570.36

7a.3o

37.44

15.66

157.5a

336.16

44.33

1 5.88

15.88

15.a@

325.00

88Q_89

97.98

46.36

1532.54

a9.7a

aa.aa

827.64

2s7a.ae

78.3

37.44

15.56

157.5a

336.16

44.33

185.88

1s.ma

15.89

325.02

sea.aa

97.98

46.36

HOME OFFICE COPY
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Told

American Fence Company of Arizona, Inc.
I'll E. Yadencia RQ.
Tucson. Arizona88106
Telephone (520) 7 4 § I 4 0 0 Fax (520) 746-1494
Anions Can¢r\ctor°: License #5 069390. (59389,016349

RBEMQQH American Fence a Bscsur-ity Co.
Quote

**I THIS IS NDT AH INVOICE sure
999 THIS IS noT A LOADING SLIP 919

Page- 2
Date- 12/30/14
Time- 11.20.17

Order Humber . . . . 151914 BQ
Cu tamer PD Humber . DENNY /HH

Taken By . . HOLGUIN

Sold To:
234123 DENNY HDLEN

HC vo BOX 4e1o
SAHUARITA, AS
(5201 625-0980

85629

Ship To :
234123 m~:»my NULBH

HC 70 BOX 4610
SAHUARITA, AZ
(520) 525-aseo

85629

Description
FORK LATCH 1 7/a x 4̀ HALL

i n
EA

O r d e r
1

Unit
Pr 1ce_
11. :use

OPT 12 1/2 GA CDH!! 51 SP
BARBED HIRE

RD 3

O pen
1

3 73. 19aa

Open Ordered
Pric_e _ Price

11. 31 11. 31

233. 57 234. 57

Taxable Amount-

D r y e r  T o t a l -

11444. 65 e

11441.55

a .  u s e x  T a x

Q u o t e  T o t a l -

11444. 65

927. 01

12371.36

a a

HGME al=F:ce COPY

ll I
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SMYTH INDUSTRIES, INC
4010 E. Illinois St.
Tucson, AZ 85714

(520) 750-8719
(520) 750-9544

RETENTION REQUEST FORM

10/1/15

This form is submitted to request release of retention billed on the
Community Water Job in the amount of $ 94,668.90.

The release of these monies would be greatly appreciated.

Thank You,

Gary Smyth
Owner / President

License #ROC154663 A-General Engineering
License #ROC171540 L-11 Electrical
UL 508 A - Industrial Control Panels

ASME Boiler and Pressure Vessel "U" Certified
The National Board of Boiler and Pressure Vessel Inspectors 'R' Certified
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APPENDIX G
WR # 5  Pr og r ess  Reco r d  Pho tog r aphs



No. l_te_m Description

1 Completed Reservoir w/  Finish Paint  Coat
2 Water Reservoir,  Access Porthole Hatch and inf low/Out f low Pipe
3 Water  Reservo i r  Roof  Access  Ladder
4 Water Reservoi r,  panoramic  v iew of  Access Ladder and Overf low Drain
5 Water Reservoir,  f inal  paint  inspect ion on roof  exterior
6 Water Reservoir,  preparat ions for f inal  roof  exterior paint  coat
7 •Water Reservoi r  Roof  at  Access  Ladder,  inspec tor  r iot  to pr ime coat
8 Water Reservoir,  f inal  inspect ion of  roof  interior paint  coat
g Water Reservoir,  panoramic v iew of  interior painted f inish

10 Water Reservoir,  panoramic v iew of  interior paint  coat  prior to f inal  coat
11 sWater  Reservoi r  in f low/Out f low P ipe,  dose u v iew
12 'Water Reservoir,  preparat ions for interior paint  coat
13 Water Reservoir,  preparat ions for interior primer coat
14 •Water Reservoir,  internal  s t ructure seal  ins  sect ion,  prior to r imer coat
15 • OReservoir Tank,  near complet ion of  Roof  Su ort  St ructure
16 Reservoir Tank,  placement  of  Roof  Support  Raf ters
17 1 -.I8esenoi \ ank,  f inal  ins action of Roof Support Beams
18 Reservoi r Tank,  begin placement  of  Roof  Support  Raf ters
19 9Reservoi r  Tank ,  begin placement  of  Roof  Su port  Beams and Columns
20 Reservoi r  Tank ,  c rane del ivery  of  Roof  Support  S t ruc ture components
21 Reservoir Tank,  crane derive of  Self Propel led Hois t
22 0Reservoir Tank,  ex terior panoramic  v iew of  com feted tank wal ls
23 Reservoir Tank, crane extract ion of interior construct ion scaffolding
24 •Reservoir Tank,  f inal  exterior tank wal l  weidman inspection
25 • |Reservoir Tank,  v iew of  interior construct ion scaf folding (hi  h)
26 •Reservoir Tank,  f inal  interior tank wal l  welding inspect ion
27 9Reservoir Tank,  v iew of  interior construct ion scaf folding (low)
28 IReservoir Tank,  panoramic  v iew tank wal l  base seal  ( look ing West)
29 Reservoir Tank,  panoramic v iew tank wal l  base seal  ( look ing East)
30 •Reservoir Tank, panoramic v iew of completed lower tank was! rim
31 Reservoir Tank,  near complet ion of  lower tank wal l  r ing
32 Fiesewoir Tank,  completed Foundat ion Ring and Reservoi r F loor
33 •Reservoi r  Tank ,  f inal  inspec t ion of  Foundat ion Rin and Floor
34 Reservoir Tank,  panoramic  v iew of  Reservoi r Floor and Foundat ion
35 nReservoi r  Tank  f inal  inspec t ion of  Foundat ion Rin Reinforcement
36 Reservoi r Tank,  inspect ion of  Foundat ion Trench and Reinforcement
37 'Reservoir Tank,  neat  l ine f inishing act iv i t ies in Foundat ion Trench
38 Reservoir Tank,  begin neat  l ine excavat ion in Foundat ion Trench
39 •Reservoi r  S i te,  Foundat ion Trench you h excavat ion nears  completed
40 IReservoi r  S i te,  completed compact ion and Finish Grade for Sub rode
41 1Reservoir S i te,  completed f inal  rough grading at  Backf i l l  Sub rode Pad
42 Reservoir S i te,  ongoing Subgrade backf i l l  and compact ion
43 Reservoir S i te,  begin Subgrade backf i l l  and compact ion
44 Reservoir S i te,  completed Subgrade overexcavat ion
45 Reservoi r S i te,  began Subgrade overexcavat ion
46 Reservoir S i te,  completed removal  of W R # 2

Community Water Company of Green Valley
Progress Record Photographs

CWC Water Reservoir #5
Located along Continental Road in Green Valley, Arizona

Lylng w In NW 41 NW 4! Sec 16, T18S, R13E, Gas nm, Pima County, Arizona/ v v
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Exhibit RP-5



RH-5 Excerpt HDR Engineering Handbook, pg 957



1'L 1-1I

. .
|.\4 4"

I"'1.

ll*'~i

4411- I.|__'1

\
*.'»."..it

" I . .  I  I l l '  I  M I  I

Sl.r' :l_._;t ' -`i8ll l=.'

___:_llnra

GM'££".1 v 957

'RXBLF J?-f. 'Wplcnl lunge al Slnhll,;e ilugniram-nth f-xr #lm l'mlellluu

H

|E 1-'= ..r Ul."%l.k_' no:

1.l¢v-:L ll:. lj' lu8-;L:'1='.I. '1 Ir' I' Fill) _1l'\:=1

Ii I i  l4.l ' \  n-ilrn '=18 1 It . . l  LFM1 s_-l.r l

Lil' I '  :-nu=:l.=-.2a ..I hr .| Jr,lhl:l -:Fm

[.\.=:'ll1=»!a.'l..ll.. ll nr ll i. '1i.rZ.- 91:21 "| 8-ul:  ' l_ l
1  .

.la

Enwrgeucy Stulagu

!
!
i

Thu l::ui.1ulq. slvzagx sajtnu sanded Uapenab. W ien 'hr rid: rt In:e'1..r.iau iii u;-nu
Ur u1:~1; vml.1' Q-\l.w-» ~ .Md '! :i Iunuh u° ` line dm ln1~' la: ° -audd m n:nLv -'.-p.l£;\ r:
1.imIn.'cx n:- .an ;:'¢» :11:l.li\-n !..\l11l'l.1. lll1l_'.I'lnl\¢'~§ II\-L-.111;iF¢=Ils Ni' a1.r35- m nj. l=..4u .1\ III
(¢!uE' al swf] Oni Ur i.llZ;ui: u\:Lla\m:.l:\l:Jr. :;.=nszi.lh1i'.rl-::dn :.lil..l'cei. Ur 2.l1ah3'¢n€
:'| all .\\ll\J1,ll I.: P~'\4\?1 E'-nlla. ._ T*-.vi-'.l!]j.. with B \!\ r-ln: .-I-.I-a..' rt' '=l\l'l.l\° . a. ;.lilli: lull
unl:r;'c:.1.' .-Lr-'.;;-.' -.° nlu'° ': v..14l.I h: \.1 .e..yhl..l xupll'y he .lug--a r.I' L'.':1.l!1: rl.'llli.ll~.l
in 'ha a.v:.::1 m8-n!  by the .4xugn h.i::t- :sus : la i= swell : iv muil iple supply
» a ¢ - I J 4 :  1 :  I l l a  w . c \ ; , \ = ; L . ) '  v r r l u - . l . ~  c r -  l d  I v  - .  a l . . : . . . i  I ' - I r  I i i =  d . l 1 I w  ! ! 1 . r  c a u k i  h e  1 r r - v ? d - .  `

'a mud' dl.: L._. at :<n1r_.- wur.~ 1-1.1 .1" s\.-n=¢'.. Th-'- wks. :J .-m.: runs al-ur.. • u1..1.». 8
-':.» \hl `.'» ¢- ¢n:d= ;zlu.1 in .. v.-.sc-by-c-Jw: .'-:.s.a.

F'-.u.!,cl1ay Sm sig: .:m JL.: .-1-.w.u<L= :.J-..!\.f~n11 -.Sam .1.u.i1...; l:J..ll'a="J Sc .|..- at'
supply llm::unl'uli~. L'l:=n.-.:.l I1m-r1lg'i.c» n.-2 may "1¢-..1 ems' -Rf I '!:-nlin:l11 x"u'dr:w.-4
hr i!J=-!nI:Iil.u. 1h.1il Kl8:!-\I in, nr ""'}lwvcmcllz p:» :je4::s. '1L¢- prJ*'-nun: Iv:L;J; ii #url
l11;=nmd 9.:lnQ¢¢ .1.l1nul~J N ~._'*,llll'l;¢l:-.1 :-ml 54-1!;:ilil..II '4\ mix' .- i1=:- ils l_\._l,l» :. 'I l'l' |1c1'1-~'-
mary -ma,=4cl:l.'3t .~l-1::q.'a v-.fume is lhuu busts! Lour the pn.ht1¢ d:l.::r.d= sum:; Ihj:
1nuu» ..

I

I
!
l
»

I
Dead Storage

.1 is: imuanr.n: bu ...- :Sid::r lh.s' .aftlmilttli 2 :'.NI:lg=.: Lnzlk .: \.1::'I1l.= :s wav.in tram' wiume.
llll.= 15l'° 2l:r' ' .\'r.l i  al '  1".° l Vu Il l  lm l lhf Hz U"ll '-1l*l.¢ it: l l := .1-j ' l-.-3! ' l . l '1i=i n l3:l:"I.i .l?l j '

lu-.-:|1-.- .swa ah. ~.|r-||_,.-=- ;-1411.= . in 1;'» » » .-n. rI=l.var Lw.-aIJ f'.:- h.» lu;m :la 'l;ll£,. an: w.:u.:;

pr"m-.ru l 'wlIn¢4 i1'I:s.L'ql lJII: :u emf in l l l .° 4.° l l .¢ n: nu: aq,sn-::- l`:~.is ut-n.1i:ia~ f a as-

pwri;-l.y ":l.l:: I'\ *l:.» 1J1~il1¢~ -.vllé':¢ 1'-r 5°  ::r. i.:.£i3&1 L-liI.l]ll.'\l1: J1 u1l» .11= e=£r~ :=g..<1.' -'» '\Euu.» .- =-.-
..s» .l"*l|'. 'l"'a'l'\!rl:l'E, M,>..m':II l1t:» .1= :Mn in l:r=l.l:Iitin=ls. 111i.=- Ju;.d sur ill\. suns* I: cvs.-

.-i..|\::m.l v..:zu d.-I-:r1:n.'.in;=. '-:1a1 -B:nU1L..=:...:. 'su~r4:-.

Trial Storage

'I L: .:  la 'JI sh l . l , .  n a.:4. it'» :» .: Ia. 13; -Ir..1._g- ill: .~l.;.n .'|' ur.» ::.nE.::;, alJ _. . ::. M a i n ;  : ' . q r : l g a = . .

l i m . :  : w . i ' J ' -1-.ur..;l.\.l.';' -au ng I h d i s '1:'. S8'~rl£.i.= v\\lllM4.'i. R.l::;ar 114..11 l1l:-_1lll1. g: I:-\l1

lim: .1=,d .-I'll'-" gc- :"-.L» .»;n-I.1,;3-- 5¢(:.l.l'r I,w::1 lir-.2 m i l l  - ' 1'-.' ag-un.-ia-5 WET .1 "|.-.... *Hz .=.\- o

£8 i: I.»r_.»:r I -| \::r..::.-r Lx 4: ::mu. L1-m~' :\.:i|'nI:!.- 1'| h:::l.s. lb.-au lr:1l --i'*"L'!~' rx;.;:lir=: an. -:

I



BEFORE THE ARIZONA CGRPORATION COMMISSION

EXHIBIT
COMMISSIONERS
DOUG LITTLE - CHAIRMAN
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

A
3

IIILU

I

2

3

4

5

6

7

8

9

10

DOCKET no. W-02304-15-0263

11

IN THE MATTER OF THE APPLICATION OF
COMMUNITY WATER COMPANY OF
GREEN VALLEY, AN ARIZONA
CORPORATION, FOR A DETERMINATION
OF THE CURRENT FAIR VALUE OF ITS
UTILITY PLANT AND PROPERTY AND FOR
INCREASES IN ITS RATES AND CHARGES
FOR UTILITY SERVICE.

12

13

14
REJOINDER TESTIMONY OF

15

16
RAUL FRANCISCO G. PINA

17

18
ON BEHALF OF

19

20
COMMUNITY WATER COMPANY OF GREEN VALLEY

21

22
April 26, 2016

23

24

25

26

27

I



1 TABLE OF CONTENTS

2

3

4

Introduction .

Response to Staff Surrebuttal Testimony

5

6

7

8

9

10

11

12.

13

14

17

18

19

20

21

22

23

24

25

26

27

15

16

IH

i

.1



1 I. 1nTR0Duc1jI0n.

2

3 Q. Please state your name and address.

4

5

My name is Raul Francisco G. PiNa. My work and mailing address is CPE Consultants,

LLC, 3895 N. Business Center Drive, Suite l 15, Tucson, AZ 85705.

6

7 Q» Have you submitted Rebuttal Testimony in this case?

8

9

10

Yes, I prepared Rebuttal Testimony on behalf of Community Water Company of Green

Valley ("Company") in response to the Arizona Corporation Commission Utilities

Division Staff ("Staff') Direct Testimony filed on January 15, 2015 -- specifically, Staff' s

11 Direct Testimony and Engineering Report regarding Reservoir No. 5.

12

13 Q. What is the purpose of your Rejoinder Testimony?

14

15

16

I am providing Rejoinder Testimony in response to the Surrebuttal Testimony filing by

Staff .- specifically responding to testimony from Staff engineering witness Jiao Liu

regarding Reservoir No. 5.

17

18 II. ;1Esponsy;.1Q STAFF SU8_1§EBUTTAL TESTIMONY.

19

20 Q.

21

Do you agree with Staff that a major outage is highly improbable, as Mr. Liu states

on page 2 of his Surrebuttal Testimony?

22

23

24

25

26

I do not agree with the conclusion of Staff. The Green Valley area is susceptible to high

winds and lightning strikes during the monsoon season. Wells located near the Santa Cruz

River are exposed to interruption during a catastrophic flood event. Without standby

power to the production wells, it is irresponsible for the Company to include the

production wells as providing available storage capacity.

27

1

|

A.

A.

A.

A.



1 Q.

2

Staff takes issue with your analysis of the Company's system as a single-well system.

Why should the Company's design storage capacity be calculated by using the

3

4

5

6

7

8

Company as a single-well sys tem?

The 5,400,000-gallon available storage capacity from the production wells assumes that if

there is an emergency (e. g., power outage, flood) then only one well will be disrupted, and

the Company can include the production of the remaining wells as available storage. It is

reasonable that production wells could lose power and become incapacitated. In order to

include a well as available storage the Company would need a standby generator at that

9 well. The cost of providing a single standby generator did not compare favorably to the

10 replacement of Reservoir No. 2, while a two-million-gallon storage facility provided

ntunerous additional benefits.11

12

13 Q-

14

Mr. Liu, on page 3 of his Surrebuttal Testimony, implies that you recommended a

standby generator for one of the Company's production wells. Is that accurate?

15 No. One of the tasks of the Engineer's Reservoir Selection Report (Exhibit RP-2 from my

16

17

18

19

20

Rebuttal Testimony) was to evaluate the option to provide a standby generator in one of

the production wells in lieu of construction of a new reservoir. This option was rejected,

because our evaluation showed that it was more expensive and less dependable to provide

a standby generator than to construct a new reservoir, (see page 7 of my Rebuttal

Testimony at lines 23 through 25). The cost required to purchase the standby generator, to

21

22

accommodate the standby generator within the existing well site, and to provide the

necessary long-tenn maintenance and replacement was a more expensive alternative. In

23

24

addition, the replacement of Reservoir No. 2 with a new reservoir enabled the Company to

install the new reservoir at a different base elevation, which in tum improved the system .

25

26

27

Therefore, I recommended construction of a new reservoir. Put simply, Reservoir No. 5 is

useful and needed to achieve the Company's desired goal of maintaining the American

Water Works Association 48-hours of emergency storage standard.

2

A.

A.



Q- Does this conclude your Rejoinder Testimony?1

2 A.

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
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I. INTRODUCTION.

Please state your name and address.

My name is Ray L. Jones. My business address is 18835 North Thompson Peak Parkway,

Suite 215, Scottsdale, AZ 85255.

Q. On whose behalf are you testifying in the proceeding?

I am testifying on behalf of the Applicant, Community Water Company of Green Valley

("Community Water" or "Company").

Q- With whom are you employed and in what capacity?

A. I am the owner and principal of ARICOR Water Solutions LC ("ARICOR"), a consulting

firm providing services to the water and wastewater utility industry.

Q.

1

2

3 Q.

4 A.

5

6

7

8

9

10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A.

Please describe your professional background.

I began my worldng career with Citizens Utilities Company ("Citizens") in 1985 as a Staff

Engineer for the Maricopa County water and wastewater division. I was employed at

Citizens for 17 years, ascending to Vice President and General Manager for the Arizona

water and wastewater operations. In 2002, American Water ("American") purchased the

water and wastewater assets of Citizens, and I joined American as the President of

Arizona-American Company. I left American in 2004 to start ARICOR.

I received a Bachelor of Science in Civil Engineering in 1985 from the University

of Kansas, and a Master of Business Administration in 1991 from Arizona State

University. I am a Registered Professional Engineer in Arizona and California and a

Grade 3 Certified Operator in Arizona for all four water and wastewater classifications. I

specialize in water resource issues, regulatory strategies, rate case filings and water and

wastewater utility management and operations.

1

A.

I



1

2

3

4

In addition to my consulting practice, I am the Executive Director of the Water

Utilities Association of Arizona ("WUAA"). Founded in 1961, WUAA is a non-profit

association representing Arizona's private, regulated water and wastewater utilities. My

resume is attached as Exhibit 1 to my direct testimony.

5

6 Q_

A.

Have you previously testified before the commission?

7

8

9

10

11

12

In my time with Citizens and American, I prepared or assisted in the preparation of

multiple filings before the Arizona Corporation Commission ("Commission"), including

rate applications and filings for a certificate of convenience and necessity ("CC&N") .

Since starting ARICOR, I have prepared several filings and assisted in the preparation of

several more filings before the Commission, including rate applications and CC&N filings.

I have also provided testimony in all of these cases before the Commission. A summary of

my regulatory work experience is included iii my resume.

Q. What is the purpose of your direct testimony?

To support Community Water's application for rate relief. Specifically, I will provide an

overview of Community Water's water system and operations, including providing support

for the proposed post-test year plant addition of Reservoir No. 5. I also discuss the

Company's water conservation program and provide support for the Company's proposed

cash reserves.

11. COMPANY'S WATER SYSTEM AND OPERATIONS.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Q. What is your relationship to Community Water?

I have been retained by Community Water to provide consulting services to Community

Water in support of its application for rate relief

2

A.

A.
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1 Q_

2 A.

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

Would you describe Community Water's water system?

Community Water's water system is a groundwater-based system serving portions of the

Town of Sahuarita and the unincorporated community of Green Valley, both located in

southern Pima Cotuity,  Arizona. Community Water serves approximately 12,500

customers with about 96% of the customers being residential customers.

Community Water's water system consists of a looped distribution system with

multiple pressure zones, four wells, four arsenic treatment facilities, five water storage

tanks and four booster stations. The system is designed to provide a 1,500~gal1on per

minute fire flow.

Each of Company's four wells is equipped with a coagulation filtration process

arsenic treatment facility. Treated water from Well No. 6 and Well No. 9 is pumped

directly to the Zone 2 distribution system with water produced in excess of current demand

being released into Reservoir No l (l,000,000 gallons). Treated water from Well No. 10

and Well No. ll is pumped into Reservoir No. 3 (l,000,000 gallons) and Reservoir No. 4

(2,000,000 gallons), which serve as elevated storage to the distribution system. Treated

water from Well No. 10 and Well No. ll is transferred to the elevated storage tanks via

transfer booster stations. The Well No. 10 Transfer Station consists of a 300,000-gallon

forebay tank and a booster station with five booster pumps. Similarly, the Well No. ll

Transfer Station consists of a 300,000-gallon forebay tank and a booster station with five

booster pumps. The Company utilizes two additional booster stations. The Reservoir No.

l Booster Station utilizes one electric booster pump and one gas booster pump to supply

water to Zone 2 from Reservoir No. l. Lastly, the single pump at the La Canada Transfer

Station allows water to be transferred from Zone 2 to the elevated storage tanks.

In addition to the existing facilit ies,  the Company is currently constructing

Reservoir No. 5 (2,000,000 gallons) to replace Reservoir No. 2 (l,000,000 gallons) that

was taken out of service during the test year. Community Water removed Reservoir No. 2

from service based on its vulnerability to contamination, increasing maintenance costs,

3



1

2

3

4

operational challenges, safety and security considerations. Reservoir No. 5 is being

constructed on the fanner Reservoir No. 2 site at the same elevation as Reservoir No. 3

and Reservoir No. 4. Since it is being constructed at the same elevation as Reservoir No. 3

and Reservoir No. 4, Reservoir No. 5 will provide additional elevated storage for the

system and eliminate one of the existing pressure zones. With the addition of Reservoir

No. 5, the Community Water system will meet the Company's target of 48 hours of

average day demand being available in storage to meet emergency requirements.

A detailed description of Community Water's major water system components is

attached as Exhibit 2 to my direct testimony.

Q. What is your opinion of Community Water's water facilities and operations?

My observations indicate that Community Water's water facilities are well designed and

well maintained. The system is designed to provide reliable service to the community and

to provide operational resiliency during time of emergency or natural disaster. Community

Water's operations staff is highly knowledgeable regarding water system operations and

operates the systems in an effective and efficient manner.

Q. Is the Company requesting that the cost of Reservoir No. 5 be included in rates?

Yes. As more fully explained in the direct testimony of Thomas J. Bourassa, the Company

proposes to include the cost of Reservoir No. 5 in rate base as post-test year plant.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Q. When will Reservoir No. 5 be placed into service?

The Company projects that the facility will be completed and placed into service in August

of20l5.

4

A.

A.

A.
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Storage Site StorageNominal
Capacity

Emergency Supply
Volume'

Reservoir No. 1 1,000,000 793,000

Reservoir No. 3 1,000,000 792,000
Reservoir No. 4 2,000,000 1,333,000
Reservoir No. 5 2,000,000 1,333,000
Well No. 10 Forebay 300,000 143,750

Well No. 11 Forebay 300,000 121,875

Total 6,600,000 4,516,625

Hrs. of storage (Avg. Day)
» t s*

48.7

Q. How did the Company decide what capacity to construct for Reservoir No. 5?

The Company conducted a thorough review of its operations, facilities,  and service

standards and ultimately adopted a`target for emergency water supply of 48 hours of

average day demand for its water system. Reservoir No. 5 was sized so that its emergency

supply volume in combination with the Company's other storage facilities' emergency

supply volumes exceeds the 2013 48-hour average demand of 4,453§037 gallons. Table l

details the Company's emergency supply volume for the system including Reservoir No. 5.

Table 1

1 Emergency Storage + Equalization Storage + % Operational Storage.

1

2

3

4

5

6

7

8

9

10

11
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14
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20

21

22

23

24

25

26

27

Q. Can you explain the process used by the Company to establish the emergency water

supply target of 48 hours?

Community Water is an Arizona non~profit company with members and a volunteer board

of directors who are also customers of Community Water. The board sets the direction of

how Community Water provides service and management works to carry out the mission

of the Company as established by the board. In this context, management adopted a

customer-focused approach in determining the emergency water supply target.

A.

A.

5
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1

2

Customers have communicated to the Company's board and management their

strong desire to have a robust water system that goes above the minimum standards to best

maintain safe and reliable service to them. Taking into account its customers and its water

system, the Community Water board determined that it was in their collective interest that

a 48-hour supply of water be available in case of a major emergency - such as a power

outage or natural disaster.

In reaching this decision, the Company considered publications from the U.S.

Environmental Protection Agency ("EPA") and other agencies. The Company took

specific note of a  publica t ion by the EPA and six na t ional water  and wastewater

Associationsl that, as part of evaluating operational resiliency under emergency conditions,

recommends that consideration be given to treatment operations resiliency, or the percent

of minimum daily demand met with primary production or treatment offline for 24, 48, and

72 hours - with minimum daily demand meaning the average daily demand for the lowest

production month of the year.2

The Company also engaged CPE Consultants,  LLC ("CPE"),  a  professional

engineering firm, to evaluate the option of fitting wells with emergency generators as an

alternative to constructing additional storage capacity. CPE concluded that there were

many advantages to constructing additional storage capacity as compared to emergency

generators. Consistent with the CPE Report, the Company concluded that constructing

storage was the safest, most reliable means to assure an appropriate emergency water

supply and preserve the integrity of Community Water's water system. Furthermore, the

benefits of the storage option outweigh the costs and meet Community Water's customers'

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

1 American Public Works Association, American Water Works Association, National Association of Water
Companies, National Association of Clean Water Agencies, Water Environment Federations and
Association of Metropolitan Water Agencies.
2 See EPA et. al. Publication,Erective Utility Management - a Primer for Water and Wastewater Utilities,
June 2008, pp. 38~39.
3 CPE Consultants, LLC retained in response to ACC Staffs recommendation to use emergency generators
for its well pumps in Docket No. W-02304A-l4-0041 .
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1

2

3

4

high expectations that the water system provide safe and reliable water service without

exorbitant or unnecessary expense.

Community Water also carefully considered its financial condition and rate

structure. Community Water determined that it could afford a system capable of storing a

48 hours supply of water for emergencies without unjust or unreasonable rates.

Was meeting the Company's target for emergency water supply the only reason that

Reservoir No. 5 was constructed?

No. The Company believes that the new tank will benefit the water system by reducing

pumping costs, eliminating the need for a pressure pump associated with Reservoir No.

eliminating the maintenance costs associated with Reservoir No. 2, providing better

protection from contamination and vandalism at the reservoir site, and improving system

reliability.

2,.

Q. Has the Commission previously considered Reservoir No. 5 and reached any

conclusions?

In Decision No. 74809 dated November 13, 2014, the Commission approved the

Company's request for financing to construct Reservoir No. 5, noting "...the Company has

performed extensive research and demonstrated the benefits of the New Storage Tank..."

Q.

5

6

7 Q.

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A.

Have you reviewed the financing case related to Reservoir No. 5 (Docket No. W-

02304A-14-0041)?

Yes, I have reviewed the Docket generally and read all of the documents relevant to

Reservoir No. 5 filed by the Company and Staff

7

A.

A.



Q.

A.

What was Commission Staff's position in the financing case regarding Reservoir No.

5 ?

Staff  opposed authoriz ing f inancing for Reservoir No. 5 ,  ci t ing ADEQ regulations

establishing minimum storage capacities reqLulred and recommending that the use of

emergency generators be investigated to power well pumps in times of emergency.

Did the Commission adapt Staff's recommendations?

No. As previously noted the Commission approved the Company's financing request.

The Commission also did not adopt Staffs recommendation to have the Company engage

a professional engineering firm to evaluate the option of acquiring a standby generator to

power the well pumps in case of emergency. This is because the Company had already

engaged CPE during the financing case to evaluate the option of acquiring a standby

generator to power well pumps in case of emergency.

Q- After reviewing the financing case and discussing the matter with Company

management have you reached any conclusions regarding Reservoir No.5?

1

2

3

4

5

6

7' Q.

8 A.

9

10

11
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20
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22

23

24

25

26

27

A. It is my professional opinion that Community Water has appropriately considered and

adopted a target for emergency water supply of 48 hours of average day demand for its

water system and that the target results in a reasonable level of water storage for the

Community Water system. Furthermore, I have reviewed the Company's calculation of its

emergency water supply and agree with that calculation. I consider the approach used by

the Company as presented in Table 1 to be a reasonable approach to determining the

volume of water likely to be available in storage during an emergency situation. Lastly, I

recommend against using regulatory minimum storage requirements to evaluate the

appropriateness of Community Water's level of storage. Minimum requirements are just

that - minimum requirements. They are not intended to nor do they provide meaningful

8
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1 guidance for determining the appropriate amount of storage capacity that an individual

water utility should have given its particular circumstances and customer profile.

Q- Upon being placed into service by the Company, will Reservoir No. 5 be used and

useful in the provision of water service to Community Water's customers?

A. Yes. Reservoir No. 5 will provide immediate benefits to Community Water existing

customers, including reduced pumping costs, reduced maintenance costs and improved

system reliability. Additionally, Reservoir No. 5 will bring the Company's emergency

water supply to its target of 48 hours of average day demand, providing a level of service

desired by the customers as set forth by the customer-elected Board of Directors.

111. WATER CONSERVATION PROGRAM.

Q. Would you summarize Community Water's water conservation program?
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A. Community Water is located in the Tucson Active Management Area and is enrolled as a

regulated tier 2 municipal provider in ADWR's Modified Non-Per Capita Conservation

Program ("NPCCP"). As a part of the program, Community Water reviewed its water

system and proposed five Best Management Practices ("BMPs") for implementation in the

Community Water service area. ADWR has approved the following BMPs for

Community Water:

Meter Repair and/or Replacement Program

Customer High Water Use Inquiry Resolution

Customer High Water Use Notification

Residential Interior Retrofit Program

Special events/programs and community presentation

In addition to the five BMPs, Community Water has implemented a Public

Education Program as required by the NPCCP.

9

ll



I

Q. What are the components of Community Water's Public Education Program"

Community Water provides water conservation education through several communication

channels. Community Water provides water conservation tips to each of its customers

through a note on the water bill on a bi-monthly basis. Community Water also provides

water conservation messages to everyone that logs onto the Company's website.

Community Water makes various water conservation brochures available at the

Company's office or, when requested, by mail.

Q. Has Community Water's water conservation program been effective?

The Company believes that it has been effective. As noted in the Arturo Gabaldon's direct

testimony, the Company has been experiencing decreasing water consumption over the

past several years. As noted by Mr. Gabaldon, based on data from a study that Community

Water participated in, most water conservation is occurring as a result of technology

improvements and Community Water 's customers' water use reductions appear to be

tracking national trends.

Q. Does Community Water have a program to address water losses?

Yes. All water providers in the Tucson Active Management Area are required to track and

report water losses to ADWR. Community Water closely monitors this data and

implements corrective action as warranted.

Q. Has Community Water done a good job controlling water loss?

A. Yes, Community Water 's water loss remains well below 10 percent as the Company

reported the following lost and unaccounted for water to ADWR for the past three years.
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2012 -. 6.88%
2013 - 8.21%
2014-4.54%
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2

Iv. CASH RESERVES.

3

4

Q. As part of your work on this case, did you evaluate Community Water's need for

cash reserves?

Yes, at the direction of Company management I investigated the issue of reserves generally

with a specific focus on capital reserves that would be used to fund replacement of specific

categories of long-lived assets. Based on my investigation, I recommended an initial target

level of capital reserves for the Company.
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Q. Why is it appropriate for Community Water to maintain reserves?
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In my experience as a water and wastewater utility manager and consultant, I have

observed that investor-owned water utilities do not rely exclusively on new debt and

operating cash How to fund major system maintenance and capital requirements. Rather,

from time to time, investor-owned water utilities must ask the shareholders to incise new

equity into the company to provide funds, typically for investment in capital assets.

As an Arizona non-profit company with members, Community Water does not

have shareholders and therefore does not have an outside source of equity capital. As such

they can only rely on new debt and operating cash flow to Mud major system maintenance

and capital requirements. Due to the uneven nature of major maintenance and capital

expenditures, over the long-term, reliance exclusively on new debt and operating cash flow

is likely to cause adverse impacts to the Company's financial condition and drive

unplanned and unacceptable rate increases.

Through the use of a capital reserve established from enhanced levels of operating

cash flow, the Company can better provide adequate funding to meet its needs, better avoid

negative financial impacts, mitigate rate increases and provide more financial stability over

the long-term.
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2

3

4

5
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Q. Are capital reserves for non-profit water utilities common and appropriate?

My investigation showed that many municipal districts maintain cash reserves for a

number of purposes including major maintenance and capital expenditures. Although,

Community Water is not a municipal distr ict,  due to their  structure as a non-profit

corporation with members, its financial situation is more similar to a municipal district

than a typical investor-ovmed utility.

In addition, my investigation showed the topic of reserves to be an industry-wide

issue. In its 2014 State of the Water Industry Report, AWWA states:

Water and wastewater utilities should strive to be self-sustaining enterprises

that are adequately financed with rates and charges based on sound

accounting, engineering, financial, and economic principles. Revenues from

service charges, user rates, and capital charges (e.g., impact fees and system

development charges) should be sufficient to enable utilities to provide for

the full cost of service including:

Annual operation and maintenance expenses

Capital costs (e.g., debt service and other capital outlays)

Adequate worldng capital and required reserves

Full-cost pricing, i.e., charging rates and fees that reflect the full cost of
providing water, must include renewal or replacement costs of treatment,
storage, distribution, and collection systems. Some utilities have previously
kept their rates low by minimizing or ignoring these costs, but as die useful
life Of their systems draws near, current managers and the communities they
serve a re forced to address  these cos t s ,  of ten through pa inful and
unexpected rate increases. [Emphasis Added]

In summary, capital reserves are both common and appropriate for a non-

profit water utility like Community Water.
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Q-

A.

Did you find evidence of standardized recommended levels for reserves?

No. My investigation showed that both the level of reserves and the items for which

r eser ves  wer e ma inta ined va r ied f i r m u t i l i t y to u t i l i t y ba sed on the needs  a nd

circumstances affecting the particular utility.
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Q. Does Community Water currently maintain cash reserves?

A. Community Water has an approximately $2.5 million cash and investment balance.

However Community Water has not specifically adopted reserve fund policies or

designated this cash balance to be retained for specific purposes. In conjunction with the

preparation of this case and in coordination with my work on capital reserves, Community

Water has identified reservoir and forebay Maintenance and replacement of media at

arsenic treatment plants as appropriate uses of current cash balances; On a going forward

basis, Community Water proposes to formally establish reserve found policies and designate

cash balances for four future commitments of the Company. The four proposed reserve

funds are for (i) reservoir and forebay maintenance, (ii) replacement of media at arsenic

treatment plants, (iii) renewal of an Arizona State Land Department lease, and (iv) capital

expenditures.

Q- How did you formulate your recommendation for a capital reserve for Community

A.

•

Water?

Working with Company management, I reviewed a database listing the original cost of

capital assets and selected specific categories of long-lived assets to include in the capital

reserve calculation. The selected assets were:

Pumping Equipment (including structures)

Water Treatment Equipment (including structures)•
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Reservoirs

Mains and Hydrants

Fire Line Services

Once the categories of reserve assets had been identified, they were organized by

vintage year and a replacement year was assigned based on the expected life to the asset

class. Next, based on the replacement year assigned, a schedule was prepared showing the

original cost of plant that is projected to be replaced in each year from 2015 forward.
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Next, for each year beginning with 2015, the total original cost of plant projected to be

replaced over die next ten-year period was calculated (e.g. for 2015 the total original cost

of plant projected to be replaced between 2016 and 2025 was calculated) ("Rolling 10-Yr

Replacements"). Lastly, the target capital reserve was determined by taldng a five-year

average of the Rolling 10-Yr Replacements.

Using this method, the target capital reserve for each year is the average over a

forward-looking live-year period of the total original cost of projected retirements over a

forward-looking ten-year period. Effectively, the target capital reserve is the original cost

of replacements projected for the next ten years with averaging included to smooth the

target from year to year. The resulting target capital reserve is $2.9 million in 2015. Over

the next five years the target capital reserve increases to $3.8 million in 2020.

Q. Why is this an appropriate amount of capital reserves?
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A. I believe this level of capital reserves establishes a modest initial capital reserve target that

will provide sufficient cash reserves to avoid adverse impacts to the Company's financial

condition and unplanned and unacceptable rate increases to its customers over the near-

term. It will also provide some flexibility in regard to the amount and timing of debt

issuances. Lastly, the cash flow requirements related to the recommended capital reserve,

combined with the other reserves maintained by the Company, represent a reasonable

percentage of the Company's overall revenue and operating cash flow,

The capital reserve target is modest in that it is based on original cost of the asset

being replaced and is likely to represent a minimum level of capital reserves needed by

Community Water. Due to inflation and other factors, the replacement cost of an asset will

be significantly greater, often by many multiples, of the original cost of the asset. The

potential magnitude of the difference between the replacement cost and the original cost of

utility assets is evident when comparing the Company test year original cost of gross utility

plant in service of approximately $41.45 million to the replacement cost of $144.6 million

14



1 estimated by Stantec.4 This 350 percent increase in replacement cost over original cost

represents a significant potential cash How requirement that could negatively impact

capital reserves and increase capital reserve requirements over time.

The levels of replacement of long-lived assets and the impact of the difference

between the replacement cost of assets and their original cost on capital reserves should be

monitored closely by Community Water over the next several years. Capital reserve

targets should be updated periodically based on actual experience and in consideration of

actual and projected financial ratios and\rates, with consideration given to shifting the

reserve target calculation to a replacement cost basis in the future.

r Q. Does that conclude your direct testimony?

A. Yes, it does.
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\

4 Stantec Consulting Inc., Community Water Company of Green Valley Water System Improvement Design
Plan, 16.
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ARICOR
Water Solutions

18835 North Thompson Peak Parkway, Suite 215
Scottsdale, Arizona 85255

Ray L. Jones P.E.
Principal

EXPERTISE

Mr. Jones founded ARICOR W ater Solutions in 2004. Through ARICOR W ater Solutions, Mr. Jones offers a wide
range of engineering and financial analysis services to the private and public sectors. Projects include development of
regulatory strategies and preparing rate cases, including preparation of rate studies, cost of service studies, financial
schedules and testimony for f ilings before the Arizona Corporation Commission. Services also include consultation
on water and wastewater utility formation, management and operations, and valuation, including due diligence
analysis, water resources strategy development and water rights valuation. ARICOR Water Solutions provides water,
wastewater and water resource master planning, water and wastewater facilities design, and owner representation;
including value engineering, program management and construction oversight. Lastly, ARICOR W ater Solutions
supports water solutions with contract operations and expert witness testimony and litigation support.

EM1;LOYME_1§JT H19_oRy

2002 to 2004 Arizona-American Water Company
President
Responsible for leadership of the Arizona business activities of Arizona-American Water
Company, Key responsibil i t ies inc lude developing and evaluation new business
opportunit ies, developing strategic plans, establishing ef fective government and
community relat ions ,  insur ing compliance with al l  regulatory requirements ,  and
providing management and guidance to key operations and support personnel.

1998 to 2002 Citizens Water Resources, Arizona Operations
Vice President and General Manager
Responsible for leadership of the Arizona regulated and unregulated business activities of
Citizens Water Resources. Key responsibilities included developing and evaluation new
business opportunities, developing strategic plans, establishing effective government and
Community relat ions , insur ing compliance with al l  regulatory requirements ,  and
providing management and guidance to key operations and support personnel.

1990 to 1998 Citizens Water Resources, Arizona Operations
Engineering and Development Services Manager
Responsible for management of a diverse group of business growth related activities.
Responsibilities include: marketing of operation and maintenance services (unregulated
business growth), management of new development activity (regulated business growth),
management of  engineering functions ( inf rastructure planning and construction),
management of water resources planning and compliance, management of growth-related
regulatory functions (CC&N's and Franchises), and management of capital budgeting
functions and capital accounting functions.

1985 to 1990 Citizens Water Resources, Arizona Operations
Civil Engineer
Responsible for the planning, coordination and supervision of  capita] expansion and
major maintenance and rehabilitation projects as assigned. Responsible for development
of capital program for Maricopa County Operations.

EDUCATION

Arizona State University ._ Master of Business Administration (1991 )
University of Kansas - Bachelor of Science in Civil Engineering (1985)
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Filing
Year Utility(ies) Filing Typ€(s) Docket(s)

I 992 Sun City West Utilities Company CC&N Extension (Expansion of Sun
City W est) U-2334-92-244

I 993
Sun City Water Company
Sun city Sewer Company

CC&N Extension (Addition of Coyote
Lakes)

U- l656-93460
U-2276-93-060

I 993 Tubae Valley Water Co., Inc. CC&N Extension (Various
Subdivisions on western border) U-1595-93-241

1993 Sun City West Utilities Company CC&N Extension (Expansion of Sun
city West) U-2334-93-293

1995

Citizens Utilities Company
Sun city Water Company
Sun City Sewer Company
Sun city West Utilities Company
Tubae Valley Water Company

Ratemaking

E-l032-95-4 l7
U-1656-95-417
U-2276-95-417
U-2334-95-4 l7
U-1595-95-417

l 996
City W ater Company
Sun City Sewer Company

CC&N Extension (Acquisition of
Youngtown)

U-1656-96-282
U-2276-96-282

l 996 Citizens Utilities Company
-)I

CC&N Extension and Deletion
(Realignment of S rise Bd E-l032-96-518

1998 Sun City Water Company
Sun city West Utilities Company

CAP Water Plan and Accounting
Order (Sun Cities CAP plan)

W-01656A-98-0577
SW-02334A-98-0577

I

AnzcanRay L. Jones P_E.

Page 2 Water scwuons

PROFESSIONAL CERTIFICATION

Registered Professional Engineer _ Civil Engineering ._ Arizona
Professional Engineer - Civil Engineering ._ California
Certified Operator ... Wastewater Treatment, Wastewater Collection, Water Treatment, Water Distribution - Arizona

PROFESSIONAL AFFILIATIONS

Executive Director .- Water Utilities Association of Arizona
Member - American Society of Professional Engineers
Member - American Society of Civil Engineers
Member - American Water Works Association
Member - Arizona W ater Association
Member - Water Environment Federation

civic AND CQMMUNITY INVQLVEMEM

Board of Directors - Greater Maricopa Foreign Trade Zone (2009 ._ Present)
Advisory Member - Water Resources Development Commission (2010 - 2012)
Chairman W ESTMARC (2008)
Director and Member of the Executive Committee- WESTMARC (l998 - 2010)
Co-Chairman, WESTMARC Water Committee (2006 - 2007)
Chairman-Elect WESTMARC (2007)
Member - Corporate Contributions Committee, W est Valley Fine Arts Council Diamond Ball (Chairman 2005)
Member -. Technical Advisory Committee - Governor's Water Management Commission (2001)
Board Member, Manager & Past Chairman - North Valley Little League Softball

_REGULATORY EXPERIENCE

Testimony has been provided before the Arizona Corporation Commission in the dockets listed below.
otherwise indicated testimony was provided on behalf of the utility.

Unless
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Filing
Year Utility(ies) Filing Top¢(s) Docket(s)

2000

Citizens Water Resources Company
of Arizona

Citizens Water Services Company
of Arizona

CC&N Extension and Accounting
Order(Ant fenJackaProperty and
Phoenix Treatment Agreement)

SW-3455-00- I022
SW-3454-00- I 022

2000
Citizens Communications Company
Citizens Water Services Company

of Arizona

CC&N Extensionand Approval of
Hook-UpFee (Verrado)

W-0 I32B-00-l043
SW-0354A-00- l 043

2002 Arizona-American Water Company Ratemaking

WS-0]303A-02-0867
WS-01303A-02-0868
WS-0 I 303A-02-0869
ws-0 l303A-02-0870
WS-0 l303A-02-0908

2004
Arizona-American Water Company
Rancho Cabrillo Water Company
Rancho Cabrillo SewerCompany

CC&N Transfer
ws-0 l 303A-04-0089
W-01303A-04-0089
SW-03898A-04-0089

2004
l

Johnson Utilities Company, LLC
(Representing Pulte Home
Co oration)

CC&N Extension WS-02987A-04-0288

2005 Perkins Mountain Utility Company
Perkins Mountain Water Company New CC&N & Initial Rates WS-20379A-05-0489

W-20380A-05-0490

2005 West End Water Company CC&N Extension W-0l IS7A-05-706

2005 Arizona-AmericanWater Company
Approvals Associated with
Construction of Surface Water
Treatment Facility

W-0l303A-05-07 I8

2006 Arizona-American Water Company Ratemaddng WS-0 l 303A-06-0403

2008 SunriseWater Company Ratemdcing W-02069A-08-0406

2009 Back Float Water Company Ratemaking ws-0 I 678A-09-0376

2009 Aubrey WaterCompany LostWater Evaluation(Rate Case
Compliance) W-03476A-06-0425

2009 White Horse Ranch Owner's Assn. Ratemaking w-04 l6 l A-09-047 I

2010 LitchfieldPark Service Company Ratemdcing W-0 I427A-09-0104

2010 Chino Meadows ll Water Company Ratemaking W-02370A-I0-05 I9

201 I Pima Utility Company Ratemaking W-02 I999A-I 1-0329
WS-02I99A-I 1-0330

201 I

Tusayan Water Development
Association, Inc.

(Representing the Town of
Tusayan)

Ratemaking W-02350A-I0-0163

2012 Valley UtilitiesWaterCompany,
Inc. Ratemddng w-01412A-I2-0I95

Ray L. Jones P.E.

Page 3
ARICOR
Water Solutions



Filing
Yea r Utility(ies) Filing Top¢(s) Docket(s)

2012 Far West Water & Sewer, Inc. Ratemaking WS-03478A- l2-0307

2012 Sahuarita Water Company, LLC Amend Off~site Facilities Hook-Up
Fee W-037 I8A-09-0359

2012 New River Utility Company Ratemaddng W-0 I737A-I2-0478

2013 Far West Water & Sewer, Inc. New Off-Site Facilities Hook-Up Fees WS-03478A- I 3-0200

2012 Adman Mutual Water Company Ratemaking W-0]997A- l2-050 I

2013 Far West Water & Sewer, Inc. CC&N Extension WS-03478A-l 3.0250

2013 Lags Del Oro Water Company Ratemaking W-0l944A-13-0215

2013 Logo Del Oro Water Company Financing W-0I 944A-l3-0242

2012 Sunrise Water Company Financing W-02069A-I 2-026 l

2010 Far West Water & Sewer, Inc. CC&N Extension WS-03478A-10-0523

2014 Granite Mountain Water Co., Inc.
~I

Ratemaking W-02467A-I 4-0230

2014 Chino Meadows II Water Co., Inc. Ratemaking W-02370A- I4-023 I

2014 Quail Creek Water Company Ratemaking W-025 I4A-I4-0343

2015 Cordes Lakes Water Company Ratemaking W-02060A-I 5-0245

r

ARICORRay L. Jones P.E.
Page 4 Water 5ohltlo1'rs

July, 2015
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coMMunlTv WATER COMPANY OF GREEN VALLEY
Major Water System Components

July 13, 2015

General

Community Water Company of Green Valley's ("Community Water") water system is a
groundwater-based system serving portions of the Town of Sahuarita and the unincorporated
community of Green Valley, both located in southern Pima County, Arizona. Community Water
serves approximately 12,500 customers with about 96% of the customers being residential
customers.

Water System
Community Water's water system consists of a looped distribution system with multiple pressure
zones, four wells, four arsenic treatment facilities, five water storage tanks and four booster
stations. The system is designed to provide a 1,500-gallon per minute fire flow. Each of Company's
four wells is equipped with a coagulation filtration process arsenic treatment facility. In addition to
the existing facilities, the Company is currently constructing an additional water storage tank.

Community Water's system facilities are summarized below:

Wells:
Well 6 -

I

ADWR #55-627485 - 304 n. Abrego Dr.
Equipped with line shaft turbine pump and 250 hp motor and related piping and
electrical gear. Pumps to arsenic treatment facility and then to distribution system.

Well g ADWR #55-588121 - 1526 n. La Canoa
Equipped with line shaft turbine pump and 250 hp motor and related piping and
electrical gear. Pumps to arsenic treatment facility and then to distribution system.

Well 10 ADWR #55-207982 an- 1667 s. Abrego Dr.
Equipped with line shaft turbine pump and 400 hp motor and related piping and
electrical gear. Pumps to arsenic treatment and then to forebay storage.

Well 11 ADWR #55-608518 - 18460 s. Cable Valle Verde
Equipped with line shaft turbine pump and 350 hp motor and related piping and
electrical gear. PumpS to arsenic treatment and then to forebay storage.

Arsenic Treatment Facilities:
Well 6 -  304 n.  Abrego Dr.

1,200 rpm, 8 pressure filtration vessel coagulation filtration process arsenic treatment
facility with chlorination of finished water.

We" 9 - 1526 N. La Canoa
1,200 rpm, 8 pressure filtration vessel coagulation filtration process arsenic treatment

facility with chlorination of finished water.

uu-
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coMMunlTv WATER COMPANY OF GREEN VALLEY
Major Water System Components Page 2

Well 10 1667 s. Abrego Dr. .
2,500 rpm, 6 pressure filtration vessel coagulation filtration process arsenic treatment

facility with chlorination of finished water.

Well 11 18460 S. Calle Valle Verde
2,500 rpm, 6 pressure filtration vessel coagulation filtration process arsenic treatment

facility with chlorination of finished water.

Booster Stations:
Well 10 - 1667 s. Abrego Dr.

1 - 300,000 gallon storage tank (forebay/ground storage)
5 - 100 hp booster pumps
1 -5,000 gallon Hydropneumatic tank
1 - Diesel driven backup generator
Associated piping and electrical gear

Well 11 18460 s. Calle Valle Verde
1 - 300,000 gallon storage tank (forebay/ground storage)
5 - 125 hp booster pumps
1 - 5,000 gallon Hydropneumatic tank
1 - Diesel driven backup generator
Associated piping and electrical gear

J

Reservoir 1 Booster Station - 630 w. Camino Bondadoso
1 - 1,000,000 gallon storage tank (forebay/ground storage)
1 -40 hp booster pump
1 - 152 hp booster pump (natural gas)
1 - 7,500 gallon Hydropneumatictank

La Canada Transfer Station - 960 s. La Canada Dr.
1 -'30 hp booster pump

StorageFacilities:
Forebay/Ground Storage:

Well 10 - 300,000 gallon storage tank
Well 11 - 300,000 gallon storage tank
Reservoir 1 - 1,000,000 gallon storage tank

1667 s. Abrego Dr.
18460 s. Cable Valle Verde
630 w. Camino Bondadoso

Elevated Storage:
Reservoir 3
Reservoir 4
Reservoir 5

- 1,000,000 gallon storage tank - 1901 w. Duval Mine Rd.
- 2,000,000 gallon storage tank - 1901 w. Duval Mine Rd.
- 2,000,000 gallon storage tank (under construction) - 1951 w. Continental Rd.
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BEFORE THE ARIZONA CORPORATION COMMISSION

EXHIBIT
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COMMISSIONERS
DOUG LITTLE .- CHAIRMAN
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

ADMITIED

IN THE MATTER OF THE APPLICATION OF
COMMUNITY WATER COMPANY OF
GREEN VALLEY, AN ARIZONA
CORPORATION, FOR A DETERMINATION
OF THE CURRENT FAIR VALUE OF ITS
UTILITY PLANT AND PROPERTY AND FOR
INCREASES IN ITS RATES AND CHARGES
FOR UTILITY SERVICE.

DOCKET no. w-02304A-15_0263

REBUTTAL TESTIMONY OF

RAY L. JONES

ON BEHALF OF

COMMUNITY WATER OF GREEN VALLEY
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1. ;1}JTRQpU<;T10n.

Q. Please state your name and address.

My name is Ray L. Jones. My business address is 18835 North Thompson Peak Parkway,

Suite 215, Scottsdale, AZ 85255.

Q. Are you the same Ray L. Jones who previously submitted Direct Testimony in this

Docket?

Yes.
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Q- On whose behalf are you testifying in the proceeding?

I am testifying on behalf of the Applicant, Community Water Company of Green Valley

("Company").

Q. What is the purpose of your rebuttal testimony?

My rebuttal testimony addresses the recommendation made in the Direct Testimony of Jean

W. Liu that the Company's Reservoir No. 5 be treated as excess capacity. I also discuss

and provide support for the Company's proposed cash reserves.

11. RE§ERvo18 no 5

Q- What was Staff's recommendation regarding the Company's Reservoir No. 5?
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Mr. Liu has recommended that the water storage tank be considered excess capacity.

Based on Mr. Liu's recommendation, Staff is recommending excluding the cost of

Reservoir No. 5 in the amount of $l,115,000 from rate base.
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Q. Do you disagree with Staff's recommendation?

Yes. Staffs recommendation to remove Reservoir No. 5 is flawed for several reasons.

1

2

3

4

5

Q- Why do you disagree with Staff's recommendation?

We explained in the Company's Application and Direct Testimonies that the Company is

an Arizona non-profit company with members and a volunteer board of directors who are

also customers of the Company. The customer-elected board sets the direction of how the

Company provides service,  and management works to carry out the mission of the

Company as established by the board. In this context, and as we also explained in the

direct filing, the Company conducted a thorough review of its operations, facilities, and

service standards before adopting a target for emergency water supply of 48-hours of

average day demand for its water system ("48-Hour Standard"). Additionally, prior to

committing to the construction of Reservoir No. 5, based on the 48-Hour Standard, the

Company reta ined the services of a  professional engineer  to evaluate the need for

Reservoir No. 5, including comparing several options to the construction of Reservoir No.

5.

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

The 48-Hour Standard is supported by the board, management and customers of the

Company. Absent a severe flaw in the Company's process or conclusions regarding the

48-Hour Standard, as a matter of good public policy, the standards of service adopted by

the Company and the community it serves should be respected in the rate making process.

There is no such flaw in the Company's analysis here, in my professional opinion. In fact,

the analysis made by Staff regarding water storage capacity is flawed and should not be

relied upon in determining the appropriateness of including Reservoir  No.  5 in the

Company's rate base.

2
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1 Q.

2

Can you summarize the process and research used by the Company to establish the

48-Hour Standard and authorize construction of Reservoir No. 5?

3

4

5

6

7 •

8

9

As explained in my Direct Testimony, the Company conducted a thorough review of its

operations, facilities, and service standards before adopting the 48-Hour Standard and

before committing to the construction of Reservoir No. 5. This includes the following

considerations that I more fully described in my Direct Testimony:

Company management adopting a customer-focused approach in detennining the

emergency water supply target. Through its volunteer board of directors, customers

communicated their strong desire to have a robust water system that goes above the

10

•

12

13

14

15

16

17

18

19

20 •

21

minimum standards to best maintain safe and reliable service to them.

Taking into account its customers and its water system, the Company considered

publications from the U.S Environmental Protection Agency ("EPA") and other

agencies, taking particular note of a publication by the EPA and six national water and

wastewater associations' And as part of evaluating operational resiliency under

emergency conditions, incorporating the recommendations to consider treatment

operations resiliency (the percent of minimum daily demand met with primary

production or treatment offline) for 24, 48, and 72 hours - with minimum daily

demand, meaning the average daily demand for the lowest production month of the

year.2

Also relying upon guidance provided in the HDR Engineering, Inc. Handbook of

Public Water Systems3 in establishing the 48-Hour Standard and determining its

22

23

24

storage requirement. Engaging CPE Consultants, LLC ("CPE"), a professional

engineering Finn, to evaluate the relative need for Water Reservoir No. 2 and

25

1 American Public Works Association, American Water Works Association, National Association of Water
Companies, National Association of Clean Water Agencies, Water Environment Federations and Association of
Metropolitan Water Agencies.

26 2 See EPA et. Al. Publication,Ejective Utility Management ._
2008, pp. 38-39.

27
zPrimerfor Water and Wastewater Utilities, June

7

3 HDR Engineering Inc., Handbook of Public Water Systems, land Ed. 2001) at 953-57.
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1 possibility Of its replacement with new reservoir (Reservoir No. 5).4 As Mr. Raul

2

3

4

5

6

7 •

8

9

10

Francisco G. Pima discusses in his Rebuttal Testimony, in his capacity as a Professional

Engineer, CPE compared the cost and cost-effectiveness of a new reservoir with

several options, including the option of acquiring a standby generator for well

production. CPE concluded that there were many advantages to constructing

additional storage capacity.

The Company and its board of directors, after carefully considering its financial

condition and rate structure, determining that it could afford a system capable of

storing a 48-hour supply of water for emergencies without imposing a draconian or

extreme increase to rates.

12

13

14

15

16

Consistent with its own analysis and the CPE Report, the Company ultimately concluded

that constructing Reservoir No. 5 was the safest and most reliable means to assure an

appropriate emergency water supply and to preserve the integrity of its water system.

Furthermore, the Company established that the benefits of the Reservoir No. 5 outweigh

the costs and best meets the Company customers' high expectations that the water system

provide safe and reliable water service without exorbitant or unnecessary expense.

17

18 Q.

19

In your professional opinion, was the process used by the Company to establish the

48-Hour Standard and authorize construction of Reservoir No. 5 both reasonable and

20 appropriate?

21

22

23

24

25

Yes it was. The Company's process was thorough and touches on many of the attributes of

effectively-managed water sector utilities as presented by the EPA5, including enhancing

customer satisfaction, enhancing operations optimization, assuring financial viability,

promoting infrastructure stability, improving operational resiliency and involving

stakeholders. In addition, the Company engaged the expertise of a professional engineer to

26 4 See Exhibit Nos. 2 and 3 to the Rebuttal Testimony of Raul Francisco G. Pine.

27 5 See EPA et. Al. Publication, Effective Utility Management -
2008, PP- 3-5.

1 Primer for Water and Wastewater Utilities, June
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evaluate its conclusions and compare options. The end result of the process was the

adoption of a storage standard supported by the community and construction of Reservoir

No. 5 to meet that standard - all accomplished while providing safe and reliable water

service at fair and reasonable rates. As it did when approving the financing for Reservoir

No. 5, the ComMission should recognize the thorough and thoughtful process used by the

Company in deciding to build Reservoir No. 5, and allow the full cost of Reservoir No. 5

in the Company's rate base.

Q- Why do you consider Stafi"s analysis of the Company's water storage capacity

flawed?

There are several reasons. First, Staffs analysis of the usefulness of Reservoir No, 5 is

limited to a simplistic and inaccurate comparison of the Company's water storage capacity

to the minimum capacity required by A.A.C. R18-5-503. Mr. Liu incorrectly concludes

that, since the 2,000,000 gallons of water storage capacity contained in Reservoir No. 5 is

not needed to meet minimum storage requirements, it is "excess capacity."

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

Second, the Staff did not make any meaningful analysis of the Company's adopted 48-

Hour Standard. Instead, Staff bases its conclusion that "the Company's target of 48-hours

of average day demand being available in storage to meet emergency requirements is not

reasonable" on a single statement from Mr. Gabald6n's Direct Testimony regarding the

condition of the Company's water system, where he states that "the Company has never

had a customer without access to water from more than 12 hours."

Third, Staff ignores several relevant facts, including that Reservoir No. 5 replaced

Reservoir No. 2 that had been included in the Company's rate base for many years, the

extensive research that the Company performed prior to constructing Reservoir No. 5 and

the benefits that Reservoir No. 5 provides to the Company and its customers.

5
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1 Q.

2

Why is it wrong to limit analysis of storage capacity to comparison with the minimum

capacity mandated by A.A.C. R18-5-503?

3

4

5

6

Minimum requirements are just that _ minimum requirements. They are neither intended

to, nor do they provide, meaningful guidance for detennining the appropriate amount of

storage capacity beyond die minimum requirement that an individual water utility should

have, given its particular circumstances and customer profile.

7

8

9

10

11

12

13

14

15

16

17

Determining the appropriate amount of storage capacity for a particular system must be

based on a thorough analysis that considers various factors that affect the need for storage

capacity in that particular system, examining both how the system has been designed and

the customer profile it serves. Some of the objectives of water storage in a system is to

provide operational flexibility, meet peak flow requirements, equalize system pressures

and provide emergency water supply.6 Reliance on minimtun standards to determine

storage requirements for a large system with multiple pressure zones, such as the Company

system, without consideration of the individual objectives of providing storage, is

inappropriate, further, this would constitute a water system design that is not consistent

with good engineering practices as required by A.A.C. Rl8-5-502.

18

19 Q. How is Staff's storage capacity analysis inaccurate?

20

21

22

23

As discussed at length in Docket No. W-02304A-14-0041 (where the Commission

approved financing for Reservoir No. 5) the Company raised several concerns with Staff's

capacity analysis - all of which apply to their analysis in this case. The concerns are

summarized as follows:

24

25

26

Staff uses water sold rather than water pumped in their analysis.

Staff improperly applies a reduction to minimum storage capacity based on A.A.C.

R18-5-503.B. The reduction is improper because the Company wells do not have

27 6 Arizona Department of Environmental Quality, Engineering Bulletin No. 10, Guidelines for the Construction of
Water Systems, May 1978, at page 6-1 .

6
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1

2

3

4 •

standby power capability as required by Engineering Bulletin No. 10.7 And as the

Company has explained, however, adding standby power capability is not the best

option.

Staff uses the Company's gross or nominal storage rather than the more appropriate

maximum operating storage.

Staffs inaccuracies result in Staffs unsupportable conclusion that the Company could

serve an additional approximately 44,000 connections with its current level of storage

(without Reservoir No. 5).

Q. Does Mr. Gabald6n's statement regarding the condition of the Company's water

system have any bearing on the appropriateness of the 48-Hour Standard?

No it does not. When Mr. GabaldOn states the Company has never had a customer without

access to water from more than 12 hours, Mr. GabaldOn is speaking to the overall

condition and reliability of the system, and the Company's capability to respond to

problems, such as a main break. He is speaking to the Company's commitment to having a

safe and reliable water system that meets and exceeds customers' expectations.

Constructing Reservoir No. 5 is completely consistent with the Company's commitment to

having a safe and reliable water system that meets customers' expectations. In fact, having

Reservoir No. 5 in service helps ensure that no customer will be without water service for

more than 12 hours. Staffs use of Mr. Gabald6n's statement as a weapon to justify

rejecting the need for Reservoir No. 5 is based on flawed logic and should not be relied

upon by the Commission.

Q. What are the benefits that Reservoir No. 5 provides to the Company and its

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

customers?

The full benefits are detailed in Mr. Pina's Rebuttal Testimony and CPE's accompanying

7 Id. at page 6-4.

7
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1

2

reports. But the cited benefits are significant and include lower maintenance costs, lower

risk, operational flexibility and reduced pumping costs.

Q. Have these benefits been recognized by the Commission?

Yes they have. In Decision No. 74809 dated November 13, 2014, the Commission

approved the Company's request for financing to construct Reservoir No. 5, noting ".. ,the

Company has performed extensive research and demonstrated the benefits of the New

Storage Tank..."8

Q. Please summarize your conclusions regarding the Company's Reservoir No. 5.

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

A. It is my professional opinion that the Company has appropriately considered and adopted a

target for emergency water supply of 48-hours of average day demand for its water system

and that the target results in a reasonable level of water storage for the Company system.

The 48-Hour Standard is supported by the Company's customer-elected board of directors

and its members, all of which are also customers. I agree with the conclusion of Mr. Pima

that Reservoir No. 5 is both used and useful in the provision of service by the Company

and does not represent "excess capacity" as argued by Staff As a matter of good public

policy, the Commission should recognize the thorough and thoughtful process used by the

non-profit Company in deciding to adopt the 48-Hour Standard and build Reservoir No. 5

and allow the full cost of Reservoir No. 5 in the Company's rate base.

s See Decision No. 74809 at 10 (Finding of Fact No. 46).

8
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1 111. CASH RESER_VES__

2

3

4

5

6

Q. Will Staff's recommendations in this case have an impact on the Company's ability to

build needed cash reserves?

Yes they will. As noted in my Direct Testimony, I have identified four reserve funds that

are appropriate for the Company: (i) reservoir and forebay maintenance, (ii) replacement of

media at arsenic treatment plants, (iii) renewal of an Arizona State Land Department lease,

and (iv) capital expenditures. To the extent that Staffs recommendations, decrease the

Company's net income, they will negatively impact the Company's ability to fund die

needed reserves.

Q. What are the specific Staff recommendations that concern you?

•

There are four Staff recommendations that concern me:

Staffs exclusion of Reservoir No. 5 from rate base, which in tum causes a reduction to

depreciation expense of approximately $24,530 and a reduction to repairs and

maintenance expense of approximately $15,000.

•

•

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27 •

Staffs adjustment to repairs and maintenance expense, based on its analysis of the

Company's annual reserve calculation for reservoir maintenance (Staff Operating

Income Adjustment No. 5). As Mr. Thomas J. Bourassa discusses in his Rebuttal

Testimony, Staffs analysis is flawed and results in an additional reduction of repairs

and maintenance of $14,146, in addition to the $15,000 reduction related to Reservoir

No. 5.

Staffs reversal of the Company's recommended water usage normalization adjustment,

which results in an increase to net income of $78,755, and ignores the Company's

actual experience it has observed in declining demand, as Mr. Gary Woodard describes

in his pre-filed testimony.

Staffs proposed decrease in depreciation expense of $202,499.

9
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1 Q. Why do these adjustments concern you with respect to the Company's ability to build

2

3

4

5

6

7

needed cash reserves?

In short, it is my opinion that each of these adjustments will reduce the Company's cash

How. Since the Company is a non-profit corporation with members, all net cash flow is

used to meet the Company's capital and operating needs, with the unused cash flow in any

given year being used to fund reserves. Therefore, any reduction in cash flow will

ultimately manifest as a reduction to the Company's reserve balances.

8

9 Q.

10

How will the adjustment proposed by Staff reduce cash flow and negatively impact

reserve balances?

12

13

14

15

16

17

18

19

20
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22
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24
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26

27

As detailed above, the Staff adjustments reduce depreciation expense by a combined

$227,029. Since depreciation is a non-cash expense, depreciation adjustments directly

impact cash How. Any lowering of the Company's depreciation expense lowers cash flow

and negatively impacts the Company's ability to build needed reserves. With respect to

the repairs and maintenance expense reductions proposed by Staff, no actual reduction in

expense will occur. Irrespective of Staff's position, Reservoir No. 5, as well as the

Company's other reservoirs, must be maintained and inflation will continue to increase

maintenance costs. Since there is no actual reduction to expenses, cash flow is reduced

and the Company's ability to build needed reserves is negatively impacted. Lastly, as

explained in Mr. Bourassa's testimony, the Company's recommended water usage

normalization is necessary and appropriate. Staffs reversal of this adjustment simply

causes the Company's projected revenues and in turn net income to be overstated. When

the Company realizes a lower level of revenue and net income, its cash flow is reduced and

the Company's ability to build needed reserves is negatively impacted because revenues

drop considerably faster than costs. As Mr. Bourassa explains in his Rebuttal Testimony,

the Company's expenses are mostly fixed, meaning they do not increase or decrease with

changes in demand, thus effecting the Company's ability to recover costs.

10
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1

2

3

4

Q. What is your recommendation to insure that Company's ability to fund the needed

cash reserves is preserved?

For the reasons detailed in my earlier testimony and in the testimony of the other Company

witnesses, my primary recommendation is that Staff's proposed adjustments be denied by

the Commission. In the alterative, should any of Staff's proposed adjustments be

adopted, the Company's operating margin should be increased to provide an equivalent

amount of cash flow that can be used to fund the Company's needed cash reserves.

Q. Does that conclude your Rebuttal Testimony?

Yes, it does.
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1 1. INTRODU_CTION.

2

3 Q- Please state your name and address.

4

5

My name is Ray L. Jones. My business address is 18835 North Thompson Peak Parkway,

Suite 215, Scottsdale, AZ 85255.

6

7 Q~

8

Are you the same Ray L. Jones who previously submitted Direct and Rebuttal

Testimony in this Docket?

9 Yes.

10

11 Q- On whose behalf are you testifying in the proceeding?

12

13

I am testifying on behalf of the Applicant, Community Water Company of Green Valley

("Company").

14

15 Q. What is the purpose of your rebuttal testimony?

16

17

My rebutta l test imony addresses the Surrebutta l Test imony of Jian W. .Liu that the

Company's Reservoir No. 5 be treated as excess capacity.

18

19 11. RESERVOIR NO. 5

20

21

22

Q Have you reviewed Mr. Liu's Surrebuttal Testimony regarding Reservoir No. 5?

I have reviewed the testimony.

23

r 24 Q. Why are you responding to Mr. Liu's Surrebuttal Testimony?

25

26

Although Mr. Liu's states that his Surrebuttal Testimony is in response to the testimony of

Mr. Raul F. G. PiNe, the concepts he discusses also pertain to topics discussed in my

27 testimony and require a response.

1

A.

A.

A.

A.

A.

A.
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1 Q. What aspect of Mr. Liu's testimony will you be addressing?

2

3

4

5

6

Mr. Liu's focuses his Surrebuttal Testimony on the issue of whether or not the Company's

system is considered a single well system or a multiple well system for the purpose of

calculating storage capacity. Mr. Liu argues that because Community Water evaluates its

system as a single well system, it is excluding "5,400,000 gallons of storage capacity from

production wells." The Company and Mr. Liu disagree as to whether a reduction to

7

8

9

minimum required storage capacity is allowed in this instance. However, this

disagreement is irrelevant to the question of determining if Reservoir No. 5 is used and

useful and should be included in the Company's rate base.

10

11 Q- What is the nature of the disagreement between the Company and Mr. Liu regarding

12 calculation of required storage capacity?

13

14

15

16

17

18

19

The issue in dispute is whether or not A.A.C. R18-5-503.A. and Arizona Department of

Environmental Quality ("ADEQ") Engineering Bulletin No. 10, Guidelines for the

Construction of Water Systems (May 1978) allow for a reduction in regulatory minimum

required storage capacity because the Company has a multiple well system. Mr. Liu

believes a reduction in regulatory required minimum storage capacity in the amount of

5,400,000 gallons is allowed. Company witness Raul F. G. PiNe argues that a reduction is

not allowed in this instance.

20

21

22

Q.

23

Why is this difference regarding the interpretation of A.A.C. R18-5-503 (minimum

storage capacity requirements) irrelevant to the question of whether Reservoir No. 5

is used and useful?

24

25

26

Because this dispute is related only to determining the regulatory minimum amount of

storage the Company is required to have in its water system. The Company does not

dispute that it has configured its water system to exceed the minimum regulatory

27

2

A.

A.

A.
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l

2

requirements under A.A.C. R18-5-503.A. With or without consideration of the disputed

5,400,000 gallon reduction, the Company meets regulatory minimum storage requirements.

3

4

5

6

7

8

Even so, and as I discussed in my previous testimony, minimum requirements are just that

_. minimum requirements. They are not intended to, and they do not, provide meaningful

guidance for detennining the appropriate amount of storage capacity beyond the minimum

requirement that an individual water utility should have, given its particular circumstances

and customer profile.

9

10 Q.

11

12

Is the issue of whether or not the Community water system is considered a single well

system or a multiple well system pertinent to evaluating if Reservoir No. 5 is used and

useful and should be included in the Company's rate base?

13

14

15

16

17

18

19

20

The Company's adopted storage standard is the 48-Hour Standard recommended by Mr.

PiNa and approved by its Board of Directors. The 48-Hour Standard is a target level of

storage, exceeding regulatory minimum requirements, established after careful

consideration of multiple factors, including the multiple well configuration of the

Company's water system. Unlike the minimum standard established by A.A.C. Rl8-5-

503.A., the 48-Hour Standard adopted by the Company is not subject to being reduced

based on multiple wells, Rather, it is a specific target level of storage, adopted after

consideration of all of the various factors affecting the amount of water storage that is

appropriate for Community Water.21

22
u

23 Q. Please summarize your response to Mr. Liu's Surrebuttal Testimony.

24

25

26

27

Mr. Liu's discussion of whether or not the Community water system is considered a single

well system or a multiple well system and subject to a reduction to minimum required

storage capacity is irrelevant to determining if the Company's system meets regulatory

minimum storage requirements. All parties agree that the system does meet regulatory

3
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1

2

3

4

5

6

7

minimum storage requirements. The discussion of disputed potential reductions to

regulatory minimum storage requirements is not relevant to any evaluation of the

appropriateness of the 48-Hour Storage Standard adopted by the Company. The 48-Hour

Standard was adopted, to provide operational flexibility, meet peak flow requirements,

equalize system pressures and provide an emergency water supply. Mr. Liu's reliance on

minimum standards to evaluate storage requirements for a large system with multiple

pressure zones, such as the Company's system, is inappropriate.

8

9 Q- Would you summarize your conclusion regarding the Company's Reservoir No. 5.

10 Reservoir No. 5 is used and useful in doe Company's provision of service, and the 48-hour

11

12

13

14

15

16

17

standard is an appropriate standard for storage capacity for the Company. It is my

professional opinion that the Company .has appropriately considered and adopted a target

for emergency water supply of 48-hours of average day demand for its water system. It

does not represent "excess capacity" as argued by Staff As a matter of good public policy,

the Commission should recognize the thorough and thoughtful process used by the non-

profit Company in deciding to adopt the 48-Hour Standard and build Reservoir No. 5 and

allow the full cost of Reservoir No. 5 in the Company's rate base.

18 \

19 Q, Does this conclude your Rejoinder Testimony?

20 Yes.

21

22

23

24

25

26

27
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1. INTRODUCTION.

Please state your name and address.

My name is Arturo Raul Gabaldon. My work and mailing address is Community Water

Company of Green Valley, 1501 South La Canada Drive, Green Valley, Arizona 85622.

With whom are you employed and in what capacity?

I have been an employee of the Company since 1990. Currently, I serve as Company

President. I served as Controller from 1990 to 2003, General Manager from 2003 to 2006,

and was elected to the Board of Directors and appointed President in April 2006.

Q. Please describe your professional background.

I am a Certified Public Accountant, and eased my undergraduate degree at the University

of Arizona and a Master in Business Administration from the University of Phoenix. I

represent the Company as a board member of the Water Utility Association of Arizona

("WUAA"), Southern Arizona Water Utilities Association ("SAWUA") and the Water

Conservation Alliance of Southern Arizona ("WaterCASA"), Through the Company, I am

a member of the American Water Works Association ("AWWA") and AZ Water

Association ("AZWater"). I serve on the AZWater finance committee and the utility

council committee. I have served two three-year terms on the Board of Directors of the

Green Valley Chamber of Commerce from April 2008 to 2013. I served as an Officer at

the Green Valley Elks Lodge from 2005 to 2012.

On whose behalf are you testifying in the proceeding?
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Community Water Company of Green Valley that I will refer to in my direct testimony as
\

"Community Water" or the "Company".
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11. COMPANY OVERVIEW.1

2

3

4

Q. Please describe the Company.

Community Water was incorporated in 1975 as an Arizona non-profit corporation with

members. The Company purchased the Arizona Water Company's Green Valley Division

and began operating the water utility in June 1977. The Company delivers potable water

to residential and commercial customers in southern Arizona, in a mostly active adult

retirement community. The Company files with the Internal Revenue Service as a 501C

(12) non-profi t Arizona Cooperative. Our serv i ce  a rea  inc ludes  a reas  w i thin the

incorporated Town of Sahuarita and unincorporated Pima County, and we are within the

Tucson Active Management Area (TAMA).

Q. Please descn'be the Company mission.

Our mission is to reliably deliver drinldng water that meets all regulatory standards to our

customers, and to maintain a sustainable water supply for our customers. A set of guiding

values was adopted that recognizes the needs of our members, our customers, our

employees, and applicable business and regulatory environments.

Q. How many customers does the Company serve?

A. The Company serves approximately 12,500 customers. The majority of our customers

(96%) are residential.

Q. Please describe growth in the Green Valley / Sahuarita area.
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The Company's service area is near ful l  capacity, and the Company has estimated dirt

growth is limited to less than 500 customers. In 2014, there were 36 new meter sets.
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Q. What is the general opinion of the Company in the community?

The Company performs annual customer satisfaction surveys and evaluates the results for

possible issues and for improving our service. The latest surveys were mailed to 360

customers in December 2014. 154 customers responded and only six expressed overall

dissatisfaction with the Company. The Company scored high (over 80%) in satisfaction

for water service and customer service. The Company also scored high for water quality

(over 80% satisfaction). These results are consistent with the survey results over the past

four years.

Q. How many employees does the Company have?

A. There are 20 employees with the Company. Of these, 13 are field service employees,

which is approximately one field service employee per 1,000 customers. Of the 13 Held

service employees, we have five senior utility operators with an average age of 59, with an

average of 31 years of service with the Company. The remaining eight field service

employees have an average age of 30, and an average of three years of service with the

Company. Recruitment and retention of skilled employees is a goal of the utility as our

senior utility operators approach retirement. The Company practices weedy one-on-one

communication throughout the utility, weekly safety and operating meetings, and bi-

monthly employee meetings. .
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A.

Please describe the Condition of the Company's system.

The Company's system is maintained in excellent condition. The Company has never had

a customer without access to water for more than 12 hours. Capital improvements have

been identified and have been incorporated into the Company capital budgets. Based on

internal reviews the Company noted no major system deficiencies that would deem the

Company to be out of regulatory compliance, All system deficiencies were evaluated and

have either been corrected or are under evaluation for possible corrections.
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111. WATER SUPPLY. QUANTITY, AND QUALITY ISSUES.

Q- Where does the Company's water supply come from?

The Company obta ins  water f rom the Upper Santa  Cruz  River aqu i fer ,  and re l i es

exclusively/on groundwater. The Company has four groundwater wells in its service area.

Company personnel and members of the Board of Directors work to develop plans in

support of our mission. These plans include util ization of our Central Arizona Project

("CAP") water allocation, and evaluation of risks to our water supply, financial planning,

and long-range water system improvements.

Q. What is the current status of the water quality?

The water delivered to our customers meets or surpasses all health and safety measures

required by the Uni ted States  Environmenta l  Protection Agency ("EPA"),  Arizona

Department of Environmental  Qual i ty ("ADEQ"), and Pima County Department of

Environmental Quality ("PCDEQ"). Our annual water quality report is published on our

web page, and is available at our office and at various locations in the Green Valley /

Sahuarita area.
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Q~ Please describe the long-term threats to the area related to the Company's water

supply.

ADEQ has determined that over 50% of our service area has been impacted by a sulfate

plume from Freeport-McMoRan, Inc.'s ("Freeport") tailing ponds to the west of the

Company's service territory. Freeport accepted a mitigation plan from ADEQ to address

the issue. Arizona Department of Water Resources ("ADWR") has also informed us that

the aquifer is depleting at a rate of two-to-four feet per year. From our own measurements

we have documented about a 100-foot drop in the water table over 50 years at Well 6, over

the past 10 years we have documented a 23 to 39 foot drop in the water table. In addition,
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1

2

ADWR has provided us with infonnation that indicates that there has been subsidence

recorded in parts of Sahuarita that may be the result of pumping in the area.

Q. Is there a group of entities working together to examine and address these issues with

the aquifer?

Yes, the Company has teamed up with other water providers and users as part of the Upper

Santa Cruz Providers and Users Group.

a

Q- What is the Upper Santa Cruz Providers and Users Group?

The Upper Santa Cruz Providers and Users Group ("USCPUG") was formed in 2007 in

response to the decline in the UpperSanta Cruz River aquifer and public concern for the

sustainability of our water supply. The USCPUG consists of six local water companies,

the local agricultural company, the local mining companies, and representatives from Pima

County and the Town of Sahuarita. The USCPUG's area of concern is the portion of the

Santa Cruz River valley north of the Santa Cruz County Line and south of Pima Mine

Road. Early work of the group centered on defining the extent of the existing groundwater

over-pumping problem and achieving community consensus on the applicable statistics.

That work is completed, after having received a thorough review by Pima County Staff

Q. Please describe the water situation in the Green Valley / Sahuarita area.
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A. The southern portion of TAMA - including the Town of Sahuarita and Mncorporated

Green Valley,area developments, farms, and mines - traditionally rely exclusively on the

use of groundwater to meet water demands. Historic and current major area water users

consist of agricultural use for pecan orchard irrigation, metal mining, residential users,

commercial uses, and golf course irrigation. New residential development and expansion

of existing water uses in the area are projected to increase water consumption. This could
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potentially increase the rate of aquifer overdrafts and associated water table declines and

subsidence.

In January 2013 the USCPUG reported a water deficit of 36,020 acre-feet (AF) for 2010,

and projected a deficit of 36,595 AF for 2015. As the following table (from USCPUG's

report) demonstrates, continued overdrafts from the aquifer are significant through 2035:

USCPUG ESTIMATED WATER USAGE AND RECHARGE
Acre-Feet Acre-Feet Acre-Feet Acre-Feet

Major
Providers &
Users

2010 2015 2025 2035

25,465
25,875
5,280
7,920

25,000
25,875
6,000
9,000

20,500
25,875
6,000
9,000

17,500
25,875
6,000
9,000

7,180
4,335

255
330

7,690
4,335

275
400

9,430
4,335

300
480

10,090
4,335

300
560

135 300

FICO
Freeport
Asarco - Aquifer
Asarco - Cap
Direct
Water Providers
Golf Courses
Sand & Gravel
Homeowner
Wells
Potential Major
Users
State Trust Land
Use
FICO
Residential Dev
Rosemont Mine

335 990

6000 6000

Total Usage
Total Recharge
Overdraft

76,640
40,620
36,020

78,575
41,980
36,595

82,390
47,985
34,405

80,950
47,905
33,045
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Please describe the regulatory environment that the Company exists within.

The Company is  under  the jur isdict ion of  the Ar izona  Corpora t ion Commiss ion

("Commission") as well as  ADEQ, PCDEQ, and ADWR. Regarding ADWR, the

Company is subject to the 1980 Arizona Groundwater Management Act that established a
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statutory goal of achieving safe yield within TAMA by 2025. ADWR is responsible for

administering water resource management within the TAMA to achieve this goal. The

Company believes that surface water from the CAP can play an important role in attaining

safe yield.

Q. Is it possible to get CAP water to the Green Valleyarea?

Yes, we believe so. The CAP terminus is located near Pima Mine Road and Interstate 19,

nine miles north of the Conlpany's service area. Feasibility studies have been performed to

explore the augmenting of existing groundwater supplies with the CAP water in the Green

Valley area. In 1996, the Company worked in collaboration with State and Federal

agencies and other water entities toward the goal of bringing surface water supplies to the

area. A feasibility report dated September 1998 was prepared by the consulting firm

Malcolm Pirie. This report has been helpful in our planning, as it presented preliminary

investigations, conceptual and preliminary design of alternatives for optimal routes, and

evaluation of the financial feasibility.

Q. Please describe the Company's participation in the CAP.

A. The Company acquired its first CAP subcontract for 1,337 AF of Colorado River water in

1993. The Company acquired its second CAP subcontract for 1,521 AF of Colorado River

Water in 2007, for a total CAP entitlement of 2,858 AF of Colorado River Water. The

Company has met all required annual CAP capital charge payments to date.
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A.

Is the Company asking for recovery of its CAP capital charges?

No, only because Community Water is not currently using its CAP allocation to provide

water service to its customers. The Company will ask for cost recovery when the CAP

water is being used to provide service or delivered to its customers. Because of the risks to
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Community Water's current water supplies, the CAP allocation is a key component to its

strategy for ensuring a reliable supply in the future.

Q~ What other risks are there to the water supplies?

In addition to mining contamination, depletion, and subsidence, there are other risks to the

existing ground water supplies. First, the ground water flows from south to north. It flows

through the Nogales area where treated waste water is discharged to the aquifer. Nogales,

Sonora, Mexico has begun using this treated water, thus reducing a major inflow to the

aquifer. Second, development along the Santa Cruz River is increasing, notably in Rio

Rico and Tubac. As more groundwater is pumped upstream of the Upper Santa Cruz River

aquifer, there is less inflow to the aquifer, contributing to the overdraft identified by

USCPUG. Third, agricultural activities along the Santa Cruz River from Nogales noM to

Pima Mine Road may be contributing additional nitrates and salts to the aquifer inflows

from the south. Nitrate contamination from the adjacent agree-business and numerous golf

courses in the community have historically contributed to high nitrate levels over the

action level of 5 mg/L (MCL is 10 mg/L) and required us to shut down our old Well #5.

The Company works to protect the interest of its customers by maintaining possible

alternatives to our current water source. In short, due to the risks posed to our aquifer, it is

prudent and necessary for the Company to maintain its CAP allocation.
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Q. Can you provide an example of the risk to the water supply Community Water has

faced?

Yes. In August 2005, 15,000 gallons of sulfuric acid contaminated the Santa Cruz River in

Nogales, Sonora. While it did not affect our wells, this example highlights the risks

associated with reliance on a single source for water.. Also, while sulfates are not a

regulated contaminant, it does present an esthetic and maintenance problem by increasing

mineral salt deposits on equipment and piping.
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PURPOSE FOR THE RATE FILING.1 I v.

2

3

4

Q. Please describe the Company's rate request in its Application.

The Company is seeking a rate increase of approximately $708,244, or approximately

20.10% for a proposed revenue requirement of $4,231,930, to be effective no later than

July 15, 2016. The Company is employing a test year that ends on December 31, 2014.

The Company seeks a 16.50% operating margin, so that it has sufficient cash flow to cover

its operations and to fund future necessary plant replacements and improvements. A

16.50% operating margin also enables the Company to pay its debt service as well as have

revenue sufficient to avoid incurring operating losses over the next three-to-five years.

The Company is also proposing to raise the monthly customer fixed charges in a gradual

manner, but in a way that results in the Company being less dependent on volumetric

charges to cover fixed costs. This will improve revenue stability and lessens dependence

on water usage to cover fixed costs. Gradually raising the customer "availability charge"

will digit the Company rates with its cost structure.
\

Q- Why is the Company requesting a rate increase?

A. The Company is requesting a rate increase to meet increasing operating costs. Also,

necessary infrastructure additions will require additional debt, resulting in increased

interest charges and principal payments, and additional operating and maintenance

expenses. Past infrastructure additions, such as meeting the EPA's arsenic standard are

contributing to our higher operating and maintenance costs, those were not addressed in

prior rate cases.
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Q. Please describe projected capital expenditures over the next seven years.

The Company projected capital improvements of $10.5 million for the years 2015-2021,

for a new reservoir, a replacement well, and other plant facilities.
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Q, What has contributed to the projected capital expenditure needs?

In 2014, the EPA changed the lead and copper rules that impacted the types of brass meters

that the Company could install and maintain within its system. Our vendors expect an

increase in cost between 25% and 50%. The Company has been able to mitigate this

increase by switching to polymer for small meters to keep the cost down. However, large

meters are expected to have a significant impact as the Company will be required to

change the whole meter - rather than changing the chamber as we would have done in the

past.

The Company has also changed its program to replace meters Mth radio-read capacity to

better communicate with the customers on their consumption. This M11 require the

Company to replace its small meters every 20 years rather than 30 years, as the life of the

radio component is expected to be only 20 years. Moreover, it would not be cost effective

to replace only a portion of the meter at that moment.

What cost savings has the Company been able to implement?
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In 2014, the Company installed arsenic sludge drying beds at three of its water treatment

facilities. As part of the treatment process, a partially dewatered arsenic sludge is

produced, which periodically needs to be disposed of at a non-hazardous waste facility.

The annual cost of having an outside contractor collect and haul this non-hazardous waste

was approximately $42,000. The Company benefits from a 98% reduction in weight and

volume through the evaporation of water with the arsenic sludge drying beds. This weight

reduction reduced the total waste removed from over 500 tons per year to about 10 tons per

year for a savings of about $40,000 annually. The capital cost of these facilities is

approximately $23,600.
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Company Customer Data

Description 2007 2014 Change

Residential Units at Year End (YE Units) 11,385 12,459 1.074 (+10.0%)

Commercial & Other Units (YE Units) 469 480 11 (+2.0%)

Water Pumped, 12 Months (Acr e -Fe e t ) 2,795.0 2,367.4 -427.6 (-15.0%)

Water Sold & Accounted for, 12 Months

(A c r e -F e e u

2,620.7 2,239.3 -381.4 (-15.5%)

Unaccounted for Water for, 12 Months

(Acr e -Fe e t )

174.3

(6.2%)

116. 1

(4.9%)

Q-

A.

Regarding usage, has the Company observed a decline in per-customer water use

over the past few years?

Yes. The following table shows how the number of customers has increased since the last

rate case test year of 2007, yet the total water consumption has decreased.

Q. Do you believe the decrease in consumption is a temporary or permaneNt change?
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A. We believe this is a permanent change. In 2014, the Company participated Mth other

stakeholders in a 2014 study performed by Montgomery and Associates, Water Resource

Consultants, on Residential Water Demands. An analysis of annual change demand shows

that the Company's customer declining water demands are consistent with declining

national, state, and area trends. The study concludes that decreases in consumption are

permanent because they have been led by technological and infrastructure improvements,

low-flow fixtures and appliances, and no pools or swamp coolers being added. The

demand is no longer tightly tied to population, economic output, conservation efforts, or

quality of life. The downward trends in per-household demand are expected to continue

through 2020 and into the next decade.
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Q- Please describe the Company's water conservation efforts.

The Company is in compliance with the ADWR Best Management Practices ("BMP")

Program. As part of that program we continue to work on educating homeowners, by

presenting 13 months of water usage and conservation messages on the monthly water

bills, and include conservation reminders in any communication Mth our members. New

customers are provided with welcome packages that include water conservation

information. We display conservation material prominently in our lobby, participate in

community events, and distribute conservation information. The Company regularly

sponsors free programs to the local community related to water conservation.

Our web site has a dynamic feature that allows customers to view their individual

consumption in comparison to their neighborhood averages, and a customized conservation

messages based on the type of home and level of consumption. We are an active charter

member of WaterCASA, a nonprofit organization comprised of water utilities organized

for the purpose of developing effective water conservation programs. However, as noted

in the prior question, it appears that technological changes are the major, contributor to

water conservation and our customers are participating in the use of these technologically

improved devices.

Q. What is the Company's view regarding rate structure and moving towards a more
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A.

cost-based rate design?

The Company believes that the rate structure should more closely reflect actual costs to

provide service. This is more equitable to the Company's members and

customers. Excluding sales tax; we estimate that 91% of our expenses are fixed, and only

9% would be deemed variable (mostly treatment and energy costs). But only 54% of the

Colnpany's fixed costs are recovered through the monthly customer charge. This makes

the Company more dependent on customer usage to cover its operations and fund
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necessary capital improvements. Unlike an investor-owned utility, the Company cannot

raise funds by issuing outside equity; and its financial institutions M11 not accept exclusive

reliance on debt financing.

Q. Does the Company's proposed rate design move toward a more cost-based rate

structure?

Yes, but it does so in a gradual manner. Even with the adoption of our proposed rates, the

Company will only recover approximately 57.2% through the monthly service charge,

leaving 42.8% to be recovered through the commodity charge. The Company recommends

that the percentage of its fixed costs recovered through the monthly customer charge be

gradually increased over the next three rate cases in order to send better price signals to

customers about the true costs of providing water service.

Q. Are the proposed rates designed to. provide the Company a sufficient amount of

reserves to address fuhlre capital requirements?

The proposed rates will start funding of the capital reserves. Ray L. Jones, in his direct

testimony, details the analysis regarding Community Water's need to maintain an

appropriate level of reserves to address future requirements without the need for

unacceptably large rate increases or adverse impacts to the Company's financial condition.

Even so, the rates proposed in our Application are not intended to entirely fund the future

reserve needs as determined in Mr. Jones's analysis.
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A.

Does the Company need to prepare for additional capital expenditures to continue to

provide safe and reliable service?

Yes. Having an adequate operating margin is important to assuring the Company has

sufficient cash flows to fund operations and be able to fund capital improvements required

to maintain the performance life of existing plant equipment.
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1 Q- The cash balance of the Company seems to be healthy. Why it the Company

concerned about its ability to fund capital replacement through its rates?

The Company has experienced the benefits of having a fairly new system, experienced

significant system growth up to 2006, and received an $11,845,200 contribution from

Freeport to mitigate water quality impacts on the local supply. As a result, the Company

has experienced moderate capital replacement expenses, and a significant portion of those

projects were financed through funds received from members via developer contributions.

The contribution from Freeport was used to replace two wells and supporting infrastructure

that are providing benefits to its existing customers. As a contribution, the Company does

not have rates that reflect these used and useful plant facilities. Consequently, the

Company's rates are significantly lower than what they could be had this plant been

included. The Company's rates are among the lowest in the region. LikeMse, this results

in a lower operating margin being generated from rates. The Company will need sufficient

funds for its operations to provide continuous, safe, and reliable service to existing

customers.

Simply put, the Company needs to prepare for additional maintenance and replacement of

its aging infrastructure. As a non-profit corporation, the Company has only two options to

pay for its capital projects: cash (through rates) and debt. As a result, the Company needs

to build adequate cash reserves to meet expected and unplanned capital replacements in a

financially-responsible manner to keep costs down for its customers.
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A.

Is a 16.50% operating margin sufficient to fully fund all of its anticipated capital<

replacement and maintenance reserves?

No. Based on the cash flow requirement identified on Mr. Jones's study (described in his

direct testimony) the Company believes it would need an operating margin around 21 .60%
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to fully fund the reserves within five years. The Company understands that some of the

reserves include capital expenses which may happen later than projected. As such the

reserves do not need to be entirely funded Mth cash today. Rather the Company is

planning for the right balance of cash reserves and access to debt. The Company proposes

to gradually increase the operating margin over the next three rate cases to fully fund these

reserves.

Q. What is the Company's philosophy on the balance of cash and debt?

The Company is looking for a debt ratio between 20% and 35%. This leaves plenty of

borrowing capacity to address the need for additional capital due to unexpected events that

happen from time to time. A 16.50% operating margin enables the Company to be

building its cash position for unfunded reserves in the event that the company needs to

borrow additional funds to maintain a fully functioning plant. A 16.50% operating margin

also accounts for the Colnpany's expectation that it will file periodic rate applications

every three to five years.

Q~
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A.

How does the Company feel about the terminology of 'Monthly Customer Charge' on

its tariffs?

The Company would like Monthly Customer Charge to be referred to as 'Availability

Charge' This terminology would emphasize to our customers that this charge is the cost

the customer must pay to have access to our water whenever they need or want it, and that

they should not expect to have any water included in that charge.
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J

v. LOW-INCOME ASSISTANCE.

Q- What provisions has the Company made for customers who cannot afford to pay

their water bills?

In April 2015, the Company announced the kick-off of the Round-Up program at the

Annual .Meeting of Members. The Round-Up program is a voluntary pass-through

program duet collects donations and provides .financial support to individuals within die

Green Valley/ Sahuarita area and is administered by the Salvation Army. Round-Up was

designed to provide financial assistance to the Company's customers in need. In this

program, participating customers agree to have their utility bill rounded up to the next

whole dollar amount, or rounded up plus a few dollars more. The money from the Round-

Up program will help the less fortunate pay their utility bills.

Q. Why did the Company choose to have the Salvation Army administer the program?

A. The charitable organization is within the Green Valley / Sahuarita area and has agreed to

segregate the various forms of charitable support. The Salvation Army has agreed to

support needy individuals with their utility bills, while other entities focus on housing, or

medical and mental health. The Company has observed that the Salvation Army already

provides utility payment support to some of our customers, we have estimated that in 2014

about $3,000 in payments were made directly by the Salvation Army to the Company. An

expanded media announcement effort is planned before year-end.
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A.

Do you have any other comments?

Special recognition and thanks are due to our staff that represents the Company in our

community. Their skills are highly valued and their participation in the success of our

Company is appreciated. Special recognition and thanks are also extended to our unpaid

board members who volunteer their time and technical skills in support of our Company.
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The board members have contributed countless hours in research and evaluation in

technical areas of this highly-regulated industry. Their concerted efforts have successfully

guided our Company since it was first organized in 1975. As we look into the future, we

see continuing challenges to our water supply, rate pressures, and higher regulatory

standards. However, we also see opportunities to make a positive difference in our

community.

Does that conclude your direct testimony?
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Yes, it does.
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I. INTRODUCTION.1

2

3

4

Q. Please state your name and address.

My name is Arturo Raul Gabaldon. My work and mailing address is Community Water

Company of Green Valley, 1501 South La Canada Drive, Green Valley, Arizona 85622.

Q. Have you submitted Direct Testimony in this case?

Yes.

Q. On whose behalf are you providing Rebuttal Testimony in the proceeding?

A. Community Water Company of Green Valley that I will refer to in my Rebuttal Testimony

as the "Company".

Q. What is the purpose of your Rebuttal Testimony?

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25
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I am responding to recommendations made by Arizona Corporation Commission

Utilities Division Staff ("Staff') on several adjustments to revenue requirements

including depreciation, used and useiiilness of Reservoir No. 5, maintenance reserve,

future water demands, and operating margin. Additionally, I discuss conclusions from

engineering and hydrological studies that we commissioned to support the Company

conclusions.

1
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1 II. 8Espons.E 10 STAFF TESTIMONY 91:1.REvEn1J'E REQUIREMENTS.

2

3 A. Qepreciati0n_18_xpense.

4

5 Q-

6

7

8

9

10

11

12

How do you respond to Staffs recommendation to decrease depreciation expense by

$202,499 and its criticism of Company's depreciation method?

The Company opposes Staff's recommendation to decrease depreciation expense, as it has

followed what has been ordered in prior Commission orders. The Company's depreciation

method was properly implemented, incorporating depreciation rates Staff recommended

and the Commission approved in its last rate case (Decision No. 71478 issued February 3,

2010) and its prior rate cases. To have required a depreciation study as Staff implies is

costly to the Company and unprecedented in our view.

13

14 Q- Has the Company maintained proper depreciation methods?

15

16

17

18

19

20

21

22

23

Our Company has maintained accurate records for the depreciation of equipment since it

started water delivery service in 1977. As we are a public service corporation regulated by

the Commission, our method of depreciation has always conformed to Commission

requirements, as well as Generally Accepted Accounting Principles ("GAAP")

requirements that are subject to our auditor's examination each year. These requirements

focus on accuracy and maintaining consistency over past years, so that our members and

the Commissioners can have confidence in the results of our financial records that we

present each year to our members. In short, the Company has properly implemented its

depreciation methodology in accordance with past Commission orders.

24

25 Q. Please describe your concern with Staff's depreciation expense recommendations.

26

27

Although Staff does not state this in testimony, its recommendations essentially may

compel us to change the depreciation methodology that the Company employs going

A.

A.

A.
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1

2

3

4

5

6

7

8

forward. To Make a major change in the depreciation method that results in a material

change in our financial records will likely result in our auditor raising concerns about the

reliability of our financial reports in its annual opinion review. This may be problematic

when the Company seeks to borrow funds from banks or other lenders. Additionally, as

will be noted later in this testimony, the Company will need to increase its equity through

increased financial reserves, as noted in Mr. Ray L Jones's Rebuttal Testimony. Put

simply, significant changes in our depreciation method can have strong negative impact on

developing and maintaining adequate financial reserves.

9

10

11

12

13

14

The Staff recommendation for depreciation accounting also appears to contradict the

depreciation method the Commission has accepted in prior rate cases for the Company.

Management objects to a change in depreciation method that is contrary to the depreciation

method accepted in past rate cases. Mr. Thomas J. Bourassa describes the problems with

Staff' s recommendation in further detail in his pre-filed Rebuttal Testimony.

15

16 B. Reservoir No. 5 as Used and Useful Plant in Rate Base.

17

18 Q.

19

How do you respond to Staff's recommendation to remove Reservoir No. 5 from

plant as not used and useful?

20

21

22

23

24

25

26

I disagree with Staffs conclusion and believe that Reservoir No. 5 is in fact useful and is

necessary to the safety and security of our customers. This is a conclusion that is shared

by the Company's volunteer board of directors (the "Board" - consisting of highly

educated and capable individuals with successful and accomplished careers ._ and who are

also Company customers) who determined that Reservoir No. 5 is in the best interests of

the Company and customers in both the immediate and long term. The Board provides and

has provided superb leadership over the Company's 39 years of existence.

27
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1

2

3

4

The Board has always placed a high priority on our water system reliability to ensure that

our customers have full confidence in the delivery of water. Our customers, for the most

part, are retired and many have physical restrictions on their activities, they are concerned

about the reliability of their utility services, particularly water and electricity.

5

6

7

8

9

10

11

12

13

14

The Board approved the recommendation of its Company management and water system

operator to Construct Reservoir No. 5 as a replacement for an aging rubber fabric reservoir.

The result is an increase in the reliability of our water delivery system in that we meet a

target of two days of water delivery with no pumping required. Further, we improved the

resistance of our reservoir system from damage due to hunting accidents or malicious

vandalism, and reduced the amount of energy required to operate our water delivery

system. This continues a long Company tradition to maintain accomplished and qualified

leadership on the board teamed with experienced management to ensure that our water

delivery system meets better-than-minimum reliability standards at reasonable costs for

our customers.15
/

16

17

18

19

20

21

22

I also note here that the Green Valley / Sahuarita area depends on maintaining a strong and

reliable water infrastructure. The Company is committed to maintain and update our

investment in a reliable water delivery system. Mr. Raul Francisco G. Pina, an Arizona

Registered Professional Engineer, demonstrates in his report how Reservoir No. 5 places

the Company in a position of responsibly and cost-effectively providing for reliable service

under nonna and emergency operating conditions. In fact, not having such facilities

places the Company in an irresponsible position of being under the minimum standards for23

24 water storage .

25

26

27

4



Q. Did the Company evaluate any recommendations from industry groups and other

considerations before going forward with Reservoir No. 5?

Yes. The Company evaluated the American Water Works Association ("AWWA")

recommendations for water supply storage and took into account that we are located in

rural Southern Arizona. Assuming that immediate help is available in the case of a failure

of our water delivery system is not an acceptable plan. The Company has perfonned its

due diligence. The Company evaluated quotes for both a l-million~gallon and a 2-rnillion-

gallon reservoir and the cost difference was approximately $200,000. The 2-million-gallon

reservoir would meet the Company's target of a 48-hour water supply, in accordance with

what AWWA proposes that water utilities consider. Management believed that it would

have been irresponsible not to take advantage of the opportunity for a water storage level

that would make our water delivery system more reliable and secure for our customers.

We also enlisted the services of Mr. Pina to evaluate options to replace Reservoir No. 2.

His professional engineering opinion was that Reservoir No. 5 is both a reasonable and

appropriate means of ensuring a safe and reliable water system - and exceeding the

minimum requirements is prudent. He provides pre-filed Rebuttal Testimony justifying

the construction of Reservoir No. 5, and Mr. Jones also provides pre-filed Rebuttal

Testimony providing further evidence in support of Reservoir No. 5 as being in the

customers' best interests.

c . Maintenance Reserve Expense.

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

Q- How dO you respond to Staff's recommendation to decrease maintenance reserve?

I disagree with the Staffs adjustment to maintenance reserves and believe that a higher

maintenance reserve level is justified. The Company initially proposed recovery of

maintenance expense equal to $55,886 as reasonable and is justified. It was based on

A.

A.

5



1 evaluating the need for maintenance and quotes for such maintenance. Essentially, the

2

3

4

Company amortized the total maintenance expenses of its Reservoirs and Tanks over a

reasonable number of years (10 or 20 depending on the item) to determine a reasonable

amount of maintenance expense to recover annually for facilities used by existing

5 customers.

6

7

8

9

10

11

12

13

The Company based its initial request on a methodology it has used since 1977 to

determine a proper amount-which is a combination of historic actual costs and recent

quotes, adjusted for a conservative estimate of inflation, to the time the maintenance will

be required, and then prorated to bring the estimated reserve amount to the current test

year. Referencing Staffs Operating Income Adjustment No. 5 -- Repairs and Maintenance

Expense - the Company obtained current quotes and prorated those amounts to annual

charges. This resulted in an updated annual required maintenance reserve of $67,000.

14

15

16

17

18

19

20

21

It is management's responsibility to make reasonable judgments relative to the reserves

needed to pay for maintenance of facilities that current customers use. The Company

believes its request, which will not include an estimated inflation amount, is a reasonable

and conservative amount based on actual and known information. Based on its most

current analysis, Company is now proposing an annual expense of $67,000 to maintain

adequate reserves. This also ensures that current customers who receive water service

from these facilities provide funding for the maintenance due to their use.

22
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D. Op_er3ting Margin.

Q. What is your response to Staff's concerns regarding the Company's requested 16.5%

operating margin as expressed on page 18 of Phan Tsan's Direct Testimony

submitted on February 2, 2016?
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A. The Company understands Staffs concerns, but believes the requested operating margin

does strike the right balance, by enabling the Company to fund future capital expenditure

needs through a combination of lower-cost debt together with funds from customers.

Since the Company cannot obtain equity, it must use funds provided by current customers

in part to fund these expenditures. Even so, the Company's request avoids double

recovery and avoids two problems. The first is present customers having to incur costs for

future infrastructure, and the second is future customers having to incur additional costs to

pay for present and past infrastructure. Given Staffs adjustments to depreciation expense

and maintenance reserves, and removing Reservoir No. 5 from plant, Staff' s

recommendations jeopardize the Company's ability to fund future capital expenditures in a

balanced way. As Mr. Jones notes, a higher operating margin is warranted if Staff' s

recommendations are approved.
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In addition, I note that the Company does not recover any costs related to Well Nos. 10 and

ll in rates, because these facilities were funded by Freeport MCMoRan. It does not

recover depreciation expense for these facilities. These wells provided the Company

access to our local water aquifer away from an expanding sulfate contamination plume

from Freeport McMoRan's mining operations. The Company notes that these wells are

used by the Company to provide water service to all its customers, in effect the Company's

full costs are substantially higher than being recognized in our present rate structure. At

some point, the Company will need to deal with financing the replacement of these wells-

and must do so in a cost-effective and prudent manner. Further, the Company cannot fund

7
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1

2

3

4

5

6

these future well replacements solely from debt financing. Thus, the Company must

evaluate and develop adequate financial reserves to support the additional borrowing

required to fluid the replacement of this infrastructure at the appropriate time in the nature.

This may also require consideration of a higher operating margin in the future. Even so,

while the Company is mindful of Staff's comments and will carefully consider the

requirements of such a proposal in the future, the Company believes Staff" s

recommendation makes it likely that it will need to have higher operating margins in the

future, in order to ensure safe, adequate and reliable service to its customers.

Q. Please explain what the Company has done to match the recovery of costs of plant

from those customers who utilize such assets.
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The Company has consistently worked to match infrastructure cost funding with those who

actually utilize such assets over the economic life of those assets, or, to put it another way,

to match current customer payments to the full cost of only what they use. One of the tools

available to the Company to achieve this match is to borrow funds to pay for infrastructure

costs. These infrastructure costs can include: (a) the replacement of our depleted or

obsolete plant, (b) enhancement of our water system reliability (by improvements to: (1)

fire flow capability, (2) system redtmdancies to reduce possible downtimes, (3) system

improvements to reduce ongoing or future maintenance costs, and (4) system

enhancements to reduce operating costs), and (c) other system enhancements. These

infrastructure costs become part of our rate base. We have funded almost $3.4 million

worth of capital costs with debt financing and will likely seek additional authority to fund

capital expenditures with debt in the near future.

A.

l
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1 Q.

2

Can you provide an example of how the Company has sought to balance how it

obtains capital for needed infrastructure?

3

4

5

6

7

8
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10

Certainly. An example is the Company's recently-constructed Reservoir No. 5 to replace

an obsolete reservoir with ongoing high maintenance cost and, for a small additional cost,

expanded the capacity of the reservoir to improve system reliability (to meet the goal of a

48-hour water supply without system pumping, as I described earlier). The Company

funded Reservoir No. 5 by debt financing from an outside financial institution. This was

possible because the Company maintains a good balance sheet. The net result is that

current and future users of the Reservoir No. 5 will pay the capital cost of this project

through a depreciation charge to expenses as part of our rates.

11

12 Q. What other considerations should be taken into account when examining what is an

13 appropriate operating margin for the Company?
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The Company is a non-profit company with members, but without the ability to obtain an

equity infusion from the markets. Further, there is little expansion room in the Company's

service area and only so much of our funding of infrastructure replacement costs can be

through continued increases in the amount of funds we borrow. We must also achieve and

maintain a strong balance sheet, adequate equity is required to ensure access to borrowed

funds through financial institutions and at reasonable cost. The Company does not have

investors and we maintain this equity in the form of financial reserves accumulated over

long periods. Unfortunately, we have encountered significant periods in the past when our

operating margin was low or negative, and this has depleted some accumulation of past

financial reserves. Mr. Jones discusses in his testimonies the importance of maintaining

adequate reserves to fund future capital expenditures. The maintaining of adequate

financial reserves is a current customer cost as they benefit from the ability of our

Company to obtain access to borrowed funds to finance infrastructure costs on reasonable

27 terms.
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1 E. Water Usage Ngrgajization / Declin§qg_usage Revenue Adjustment..

2

3 Q. How do you respond to Staff's recommendation to eliminate $94,433 in Water Usage

Normalization?4

5
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I take exception with the Staff's conclusion that the Company did not give consideration to

various factors in prob eating a decrease in water use. It is widely accepted that there is a

permanent change in water appliance technology that supports the downward trend in

water use being permanent and that water use will continue to decrease. This position is

supported by studies of Mr. Gary Woodward who will be testifying on this point on the

Company's behalf. He will specifically speak to the seasonality and rainfall variances, and

that those factors do not explain away the actual experienced decline in metered water

revenue and demand.

13

14 Q. What are the expectations regarding municipal water demand trends of the service

15

16

17

18

area? l

It is reasonable to assume a permanent decrease in future water demands. The Company,

along with other municipal water providers in Pima and Maricopa Counties, participated in

a study of historic demand patterns to understand better the steady decline in water usage

of our area.19

20

21 Q. What is the conclusion of this study?

22

23

24

25

26

The decline in use is mainly due to technological changes, such as more water efficient

appliances and other water fixtures, and that these declines will continue for several more

years. It is therefore reasonable for the Company to expect a continued drop in water sales,

and thus water revenues. The results are further addressed in the Mr. Woodard's Rebuttal

Testimony.

27
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Sierrita Annual Water Sales Annual Gallons
Sold

Average Monthly
Gallons

2014 $102,047 29,803,400 2,483,617
2015 $68,545 20,102,200 1,675,183
Difference $33,502 Decline 9,701,200 808,434 (33%

Sierrita Annual Water
Sales

Annual Gallons
Sold

Average Monthly
Gallons

2015 $68,545 20,102,200 1,675, 183
2016 &
beyond

$47,315 13,800,000 1,150,000

Difference $21,230 Decline 6,302,200 474,817 (28%

l

1
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Q- Regarding declining use, has there been any subsequent events since the Company's

direct filing in July, 2015, which will lead to the Company experiencing further loss of

revenue?

Yes. On October 22, 2015 Freeport-McMoRan Siesta ("Sierrita") which had about 1,300

employees announced that it would dramatically cutting output and workforce at its

Sierrita Mine west of Sahuarita, and could potentially close the operation altogether. At

that time the mine planned to cut production by 50 percent and reduce its workforce by

430 employees. Subsequently additional workforce cuts were announced. Sierrita's

output and workforce reduction was reported on in the Green Valley News on October 22,

2015, I have attached the article to my Rebuttal Testimony as Exhibit AG-l .

Based on actual 2015 sales, the Company observed the following declines in water sales to

Sierrita:12

13

14

15

16

17
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20

21

22
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25

26

27

Based on subsequent communications with Sienna, we believe that Sierrita expects to use

between 1,100,000 and 1,200,000 gallons per month in 2016. This projection is based on

lower usage due to a reduced workforce, as well as Sierrita actively seeking to repair leaks

on its customer-owned facilities. We believe that the average decline will be

approximately 28% in 2016 from 2015 _._ as shown in the following table:

A.

11



1 111. RE§l'9N§.!8 TO STAFF TEST_IMONY ON RATE DESIGN.

2

3

4

Q. Do you have any general comments regarding Staff's rate design testimony submitted

on February 16, 2016?
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The Company, and its Board in particular, believes that the water availability and the water

commodity rates should better match the fixed and variable expenses to ensure financial

sustainability for the Company. As I noted above, the Company's variable costs are only

15% of total costs, and only about 6% at the margin. So with the current rate design, and

with decreasing per-customer demand, revenues will drop considerably faster than costs.

The major driver in decreased water use has been technological change, and declining

demand will continue to occur regardless of tiered rates. The Company is not proposing a

change in the current rate design at this time, but plans to address the issue in future rate

cases.

Iv. COMMUNICATION WITH CUSTGMERS.

Q. How does the Company maintain communication with its customers?
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Our Long-range Planning and Communication Committee annually reviews managelnent's

communication plan for customer outreach. This plan includes various methods to keep

our customers well informed about their Company, including:

(1) hosting our annual meeting of the membership,

(2) rotating monthly messages on the monthly bills;

(3) speaking with our customers at their homeowner association ("HOA") meetings,

(4) hosting public workshops at least twice a year,

(5) maintaining a presence at public events (such as the Fiesta Sahuarita and the Annual

Chamber of Commerce Business Expo),

A.

A.

13



Sierrita Annual Water
Sales

Annual Gallons
Sold

Average Monthly
Gallons

Test Yea;r $102,047 29,803,400 2,483,617
2016 &
beyond

$47,315 13,800,000 1,150,000

Difference $54,732 Decline 16,003,400 1,333,617 (54%)
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14

Based on the anticipated decline, we expect revenues for usage from Sien*ita will drop by

approximately $54,732 .- as shown in the following table:

The Company has updated its usage normalization adjustment to reflect water usage data

in 2015, as Mr. Bourassa explains in his Rebuttal Testimony. This includes actual

observed declining use from Sienna that the Company experienced in 2015.

Nevertheless, at this time, the Company is only proposing to use the actual data

experienced from Sierrita through 2015, as part of its revised adjustment. We believe,

however, that all of the information regarding expected decline use should be taken into

consideration when evaluating the Company's updated request, in its rebuttal filing.

Q. How does lower demand impact the utilities ability to address costs?
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The Company's expenses are mostly fixed, meaning they do not increase or decrease with

changes in demand. Variable costs, which do drop with decreasing demand, are primarily

the cost of energy and chemicals. Based on numbers contained in Schedule C-1 prepared

by Mr. Bourassa and submitted with the Application on July 15, 2015, these variable costs

are only about 15% of total costs. At the margin, they are even less, constituting about 6%

of costs. Thus, when the Company experiences decreasing per-customer demand, the

Company's revenues drop considerably faster than its costs. The Company believes it is

reasonable to adjust for a planned decreased in sales, supported by both Mr. Woodard and

Mr. Bourassa in their respective Rebuttal Testimonies.

A.
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(6) maintaining a web page and a Facebook page with current infonnation on various

topics including required notices for rate changes, conservation messages, annual

meeting information, a video on Project Renews, and

(7) other additional measures.
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Q- How effective has the Company communication been and why do you believe this?

12

The results of our efforts are positive. Our customers feel appreciated and that we have

listened to and tried to address their concerns. The conclusion is confirmed and supported

through the results of our annual customer satisfaction survey that I have attached to my

Rebuttal Testimony as Exhibit AG-2. The bottom line is 96% of our respondents' report

satisfaction with their Company. Water service and customer service has consistently

received high marks (above 9()%), and satisfaction of the water quality and price has

steadily increased over time. Our customers surveyed believe that sustainability and water

conservation are important attributes. An overwhelming number of respondents agree that

this Company gives good value for the money, serves the public well, is active in our

community, can be trusted to do the right thing, and keeps the public informed. About half

of those in our survey are either familiar or very familiar with the governance of their

Company. Annual results of our survey are presented at our annual meeting of members.

Q- What other evidence supports your belief that the Company is doing a good job

communicating with its customers?
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A. The Company mails about 11,000 bills monthly. Consistently, about 1,000 of those

customers make the effort to visit our office to make their monthly payments. The

Company listens to their issues and water concerns, and my observations support the high

customer service results from the survey. When I am at the HOA meetings, hosting a

public workshop, or operating a booth at a local event I hear countless compliments on the

exceptional work from our field crews. Our staff (administrative and field) is the heart of

A.
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1

2

3

4

this Company, and their good stewardship has resulted in a reliable and robust water

delivery system.

Q. What has been the response to the Company's proposed rate change?

5

6

7

Two comments were received through the public comment process and are part of the

public record. We have reviewed the comments and appreciate the time the customers

have rd<en to participate in the process. One of those customers did provide me with a

courtesy copy of their comments, to which I responded Mth thanks, and was able to

provide them with water saving information and strategies that might save them money on

their sewer bills. We have also received a total of about five phone calls, and verbal

comments were received as a result of the notice from customers .__ each of whom were

asking questions that we were able to respond to.

Q. Does that conclude your Rebuttal Testimony?
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A. Yes, it does.

15
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FEATURED

http://www.gvnews.com/news/output-jobs-to-be-cut-at~sierrita-mine-fuII-shutdown/article_bcd7d1 f4-

78f9-11e5-a05b-a31 a79e8362f.html

Output, jobs to be cut at Sierrita
mine, full shutdown considered
By David Rookhuyzen drookhuyzen@gvnews.com Oct 22, 2015

an

Green Valley News

Former U.S. Rem. Gabrielle Gif fords looks out over the Sierrita Mine during a 2009 tour.

Freeport-McMoRan is dramatically cutting output and workforce at its Sierrita Mine



west of Sahuarita, and could potentially close the operation altogether.

The mine will cut production by 50 percent and reduce its workforce by 430

employees, according to an email sent to Town of Sahuarita officials Thursday by

Collette Brown, Freeport's regional community development manager for Southern

Arizona. Sierrita currently has about 1,300 employees.

In 2014, the mine produced 195 million pounds of copper and 24 million pounds of

molybdenum. In the first nine months of 2015, Sierrita produced 140 million pounds

of copper and 17 million pounds of molybdenum, according to a Freeport official.

The mine's annual output would drop by 100 million pounds of copper and 10 million

pounds of molybdenum, according to a Reuters report. But these reductions may

only be the beginning. According to the email, "(t)he company is evaluating the

economics of a full shutdown."

Freeport declined to comment on the contents of the email, including specifics of a

potential full shutdown. A similar email was also sent to a bevy of local stakeholders,

including local law enforcement, utilities, charitable foundations, school districts

FICO and the county Board of Supervisors.

The news came the same day Freeport reported a sluggish third quarter, missing

analyst estimates on both earnings and revenue.

The reduction in workforce is expected to be fully implemented in January, with

layoffs happening over a two-week period, according to the email. Affected

employees will be encouraged to apply for open jobs at other Freeport mines, such

as Morenci, Chino in New Mexico, and Climax in Colorado, according to the email.

The layoffs follow close on the heels of the elimination of 150 jobs at the mine in

August.

According to the email, the production and workforce cuts are based on the

deterioration of the global demand for molybdenum, a mineral often found in copper-

bearing ores. Sierrita's cost structure "depends heavily on molybdenum prices," the

email said. ,

Those prices have dropped because of a reduced consumption of high-grade and

stainless steel, which contain molybdenum, commonly called mole. The dip in

consumption was prompted by a decline in oil and gas drilling and reduced

investment in heavy equipment, Brown's email said.



Freeport has also been hit hard by declining copper prices, which have tumbled over

the past year due to decreased demand from China.

The email also touched on potential affects on the company's philanthropic

community outreach, saying Freeport has not considered eliminating its

environmental and community engagement grants, but is evaluating reducing the

amounts of those grants.

More from our site
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1 I. INTRODUCTION.

2

3 Q. Please state your name and address.

4

5

My name is Arturo Raul Gabaldon. My work and mailing address is Community Water

Company of Green Valley, 1501 South La Canada Drive, Green Valley, Arizona 85622.

6

7 Q. Have you submitted Direct and Rebuttal Testimonies in this case?

8 Yes.

9

10 Q. On whose behalf are you providing Rejoinder Testimony in the proceeding?

11 Community Water Company of Green Valley that I will refer to in my Rebuttal Testimony

12 as the "Companyas

13

14 Q. What is the purpose of your Rebuttal Testimony?

15

16

I respond to Surrebuttal Testimony submitted by Arizona Corporation Commission

Utilities Division Staff ("Staff) regarding a few of the issues still in dispute.

17
II. RESPONSE TO STAFF'S SURREBUTTAL TESTIMONY.

18

19
Q.

20
What is your response to Staffs modified position on water usage normalization

(Staff's Uperating Income Adjustment No. 1)?
21

22

23

24

25

We appreciate Staff modifying its position to recognize declining use for residential

customers and the $100,062 declining-use revenue adjustment. We understand Staff does

not believe future usage from Freeport McMoran Sierrita ("Sierrita") is known and

measurable and that Staff did not accept the Company's proposed $64,296 additional

adjustment to reflect declining usage from Sierrita.
26

27

A.

A.

A.

A.

A.

1



1 Q-

2

Do you believe the Company's proposed declining usage adjustment for Sierrita is a

known and measurable adjustment"

3

4

5

6

7

8

9

Yes, we do. Our proposed adjustment was based on actual observed declines in water

sales from Sierrita in 2015. My Rebuttal Testimony included projections for 2016 to

support the adjustment the Company proposes. Also, I provided an article that highlights

the workforce and production reductions to Sierrita. All information points to Sierrita

closing for the foreseeable future, with no indication of whether or when operations may

resume. We believe, based on this information, the declining use from Sierrita is known

and measurable, as well as significant to the Company.

10

11 Q.

12

Regarding depreciation expense (Staffs Operating Income Adjustment No. 7), Staff

maintains that the Company did not properly implement the Broad Group method.

13 How do you respond?

14

15

16

17

18

19

20

We disagree with Staff. First, Staff points to the Company's response to Staff data request

PNT 2.2 as evidence of the Company not implementing depreciation methodology

properly. That is simply not the case. The response states that the Company was informed

that changes to depreciation rates are to be done in a rate case. This is the rate case, and

the proper place to consider changes to depreciation rates. The Company is under no

obligation, however, to undertake a depreciation study, especially when it did not propose

any changes to depreciation rates.

21

22

23

24

25

More importantly, the Company is using depreciation rates that Staff recommended in its

last rate case. Specifically, Decision No. 71478 (February 3, 2010) has a finding pointing

out that "Engineering Staff recommends that [the Company] use the depreciation rates by

individual NARUC category ... on a going forward basis."l I do not understand how Staff

26

27 1 Finding of Fact No. 29 at page 17.

2

A.

A.
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1

2

can now accuse the Company of improperly implementing the Broad Group method using

depreciation rates that Staff recommended the Company use on a going forward basis.

3

4 Q.

5

Did Staff's engineer, Mr. Jiao Liu, make a recommendation regarding the

depreciation rates the Company should use in this case?

6

7

Yes, on page 7 of Mr. Liu's Engineering Report (Exhibit JWL) submitted with Staff" s

direct filing on revenue requirements, Mr. Liu states the following regarding depreciation

8 rates:

9

10

"In the prior rate case, the Company adopted Staffs typical and customary water
depreciation rates. These rates are presented in Table 1-1 and it is recommended
that the Company continue to use these depreciation rates by individual National
Association of Regulatory Utility Commissioners ("NARUC") category."

11

12

13

14

15

It appears to me that Mr. Liu is recommending the same depreciation rates that Ms. Tsan

implies may no longer be appropriate. The Company believes agreeing to maintain the

depreciation rates that Staff" s engineer recommends is not improperly implementing the

Broad Group method.

16

17 Q.

18

Does Ms. Tsan admit to using the Vintage Group method to make adjustments to the

Company's depreciation expense amount?

19

20

21

22

Yes, and as Mr. Thomas J. Bourassa explained in his Rebuttal Testimony, it is improper to

apply the Vintage Group method to make adjustments to the Company's depreciation

expense amount - since the Company used the Broad Group method that is supported by

NARUC. Mr. Bourassa will detail the problems with Staff' s analysis on depreciation

23 further in his Rejoinder Testimony.

24

25 Q. Has the Company offered to submit a depreciation study in its next rate case?

26 Yes, as long as the cost of conducting that study is recovered in rates.

27

3

A.

A.

A.

IIIUH



1 Q-

2

Regarding Mr. Liu's Surrebuttal Testimony regarding Reservoir No. 5, do you have

any additional comments"

3

4

5

6

7

8

9

10

Yes. Mr. Raul Francisco G. Pima, in his Rejoinder Testimony, will specifically rebut some

of the statements Mr. Liu makes regarding the Company analysis as a single well system

and storage capacity. know that Reservoir No. 5 has been discussed at great lengths over

two proceedings, but the bottom line is that Reservoir No. 5 is in use and providing

benefits under normal operating conditions, as well as providing the desired 48-hours of

supply should a major event occur. Just because a major event, such as a system-wide

outage, has not occurred does not mean preparing for an event is imprudent. Given the

Company's customer profile, we believe Reservoir No. 5 was a wise decision.

11

12

13

14

15

16

I also note here that the Company had received multiple bids to design and construct

Reservoir No. 5, and selected the lowest-cost bid. The Company provided information to

Staff in discovery that it received bids of $1 .345 million, $1.275 million, and $1.2 million

and selected the $1.2 million bid. Also, the Company updated this figure to indicate that

design and construction cost approximately $1 .065 million. So the evidence supports the

cost of Reservoir No. 5 as reasonable.17

18

19 Q.

20

Mr. Gabaldon, is Reservoir No. 5 benefiting the Company's system as you prepare

this testimony?

21

22

Yes, Reservoir No. 5 is operating, and it is providing the benefits Mr. Pine lists on pages

eight and nine of his Rebuttal Testimony.

23

24

25

26

27

4

A.

A.

la I



1 Q. Mr. Darren Carlson submitted Surrebuttal Testimony for Staff regarding statements

2 by Company witnesses on operating margin. What is your understanding of his

concerns"3

4

5

6

7

8

Mr. Carlson discusses his concern over a statement I made in Direct Testimony that "[the]

Company proposes to gradually increase the operating margin over the next three rate

cases to fully fund these [cash] resen/es."2 But I understand that such a proposal would be

subject to review from Staff and the Commission. And I also stated that "the Company is

planning for the right balance of cash reserves and debt" in that same response.3 -

9

10 Q. Will the Company try to obtain additional debt financing for ligature capital items?

12

Yes, it is our plan to do so in the near future. We are currently trying to ascertain the

means to obtain debt financing on the best terms.

13

14 Q.

15

Do you believe a healthy amount of cash reserves benefits the Fompany in obtaining

debt financing on the most reasonable terms?

16

17

18

19

20

21

22

Yes. It is becoming increasingly challenging for a small business to secure funding

through a bank. When the Company wanted to borrow funds for the construction of

Reservoir No. 5 in 2014, it first approached JPMorgan Chase ("Chase"), a bank that we

have had continued relationships since 1977. Chase denied the Company request to bid on

the loan stating that it was not acceptable for their loan portfolio, management believes

that, had its financial condition been stronger, Chase would have participated. Fortunately,

other banks were available to us, and we were able to obtain debt financing on competitive

23 terms. The Maj or driver for the banks were assets such as adequate cash reserves. The

24

25

26 2 Page 15, lines 4-6.

27 3 Page 15, lines 3-4.

5

A.

A.

A.



1

2

banks recognized that this was the result of the good decisions by our volunteer board and

a strong top-level leadership in management.

3

4

5 Q-

6

Is the Company also concerned about intergenerational fairness when determining

the best means to fund capital items and improvements?

7

8

9

10

11

12

Of course. But while we do not want present customers having too much of the burden for

future infrastructure, we also want to ensure future customers are not overly-burdened for

costs that present customers avoid. It is a balance. The fact is that present customers are

the beneficiaries of comparatively low rates and do not have to pay rates on infrastructure

used to serve them that was essentially contributed (Well Nos. 10 and l l). To have

healthy cash reserve balances also provides benefits to present customers when the

13 Company seeks debt financing for infrastructure to be used by current customers. All I

14

15

was attempting to state was that the Company would seek to increase its operating margin

as necessary, so that it can continue to maintain what it believes is a healthy mix of debt

and reserves for now and for the foreseeable future.16

17

18 Q-

19

With all that said, is the Company supportive of a 16.5 percent operating margin if

the Commission adopted the majority of its adjustments?

20

21

22

Yes, if we have adequate ability to build up our cash reserves, then a 16.5 percent

operating margin is acceptable. This is why we are concerned about some of Staff" s

adjustments to operating income such as depreciation expense.

23

24 Q. Does that conclude your Rejoinder Testimony?

25 Yes, it does.

26

27

6
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1 1. INTR0PUQILQIABD QUALIFICATIONS.

2

3

4

Q. PLEASE STATE YOUR NAME AND ADDRESS.

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, Phoenix,

Arizona 85029.5

6

7

8

9

10

11

Q. WHAT IS YOUR PROFESSION AND BACKGROUND?

I am a Certified Public Accountant and am self-employed, providing consulting services to

utility companies as well as general accounting services. I have a B.S. in Chemistry and

Accounting from Northern Arizona University (1980) and an M.B.A. with an emphasis in

Finance from the University of Phoenix (1991).

12

13

14

Q. COULD YOU BRIEFLY SUMMARIZE YOUR PRIOR WORK AND

REGULATORY EXPERIENCE?

15

16

17

18

19

20

21

22

23

24

25

26

27

Yes. Prior to becoming a private consultant, I was employed by High-Tech Institute, Inc.,

and served as controller and chief financial officer. Prior to working for High-Tech

Institute, I worked as a division controller for the Apollo Group, Inc. Before joining the

Apollo Group, I was employed at Kozo ran & Ker node, CPAs. In that position, I

prepared compilations and other write-up work for water and wastewater utilities, as well

as tax returns.

In my private practice, I have prepared and/or assisted in the preparation of several

water and wastewater utility rate applications before the Arizona Corporation Commission

("Commission"). A summary of my regulatory work experience is attached as Exhibit

TJB- 1.

1

A.

A.
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ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am testifying in this proceeding on behalf of the applicant, Community Water Company

of Green Valley ("Colnmunity Water" or "the Company"). Community Water is seeking

increases in its rates and charges for water utility service in its certificated service area in

Pima County.

11. OVERVIEW OF THE COMPANY'S APPLICATION.

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY?

I will testify in support of the Company's proposed rates. I am sponsoring Schedules "A"

through "H" (excluding the "G" Schedules), which are also being filed in support of the

Colnpany's application. I was responsible for and/or supervised the preparation of these

schedules based on my investigation and review of the Company's relevant books and

records. The Company has not prepared a cost of service study ("G" schedules).

Consequently, the "G" Schedules are omitted.

Q. WHY DIDN'T THE COMPANY PREPARE A COST OF SERVICE STUDY?

Because the Commission does not typically set rates for water utility service based on cost

of service, and because the changes to the rate design the Company is proposing does not

necessitate a cost of service study, the substantial expense of doing a cost of service study

could not be justified. I have taken a similar approach in other cases without complaint.

Q. PLEASE SUMMARIZE THE COMPANY'S APPLICATION.

1 Q.

2 A.

3

4

5

6

7

8

9

10 A.

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

The test year used by Community Water is the 12-rnonth period that ended December 31,

2014. Since the Company is a non-profit, a cost of capital analysis has not been performed.

Instead, the revenue requirement is determined based on an operating margin approach.

2

A.

A.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

The Company proposes a 16.5 percent operating margin which will provide

revenues sufficient to service long-tenn debt as well as provide sufficient funds for on-

going expense, fund expected capital requirements, and partially fund cash reserves for

items of major maintenance and plant replacements (which Ray L. Jones describes in his

direct testimony). The 16.5 percent operating margin results in a 9.09 percent return on

fair value rate base ("FVRB").

Community Water has also proposed certain pro forma adjustments to take into

account known and measurable changes to rate base, expenses and revenues. These pro

forma adjustments are consistent with normal ratemaking principles and with the

Colnmission's rules and regulations. They are also necessary to obtain a nonna or

realistic relationship between revenues, expenses and rate base.

The Company's FVRB is approximately $7,678,586. The increase in revenues to

provide a 16.5 percent operating margin is approximately $708,244, an increase of

approximately 20.10 percent over the adjusted and annualized test year revenues.

Q- WHY IS THE COMPANY FILING FOR RATE INCREASES AT THIS TIME?

15

16

17

18

19

20

21

22

23

24

The Company's last rate increase was approved on February 3, 2010 (in Decision No.

71478) using a test year ending December 31, 2007. Since that time, the Company has

made significant investments in plant, and various operating expenses have increased.

Consequently, rate increases are necessary to ensure that the Company has the ability to

cover its operating expenses, service debt, fund expected capital requirements, and

partially d cash reserves for major maintenance items and plant replacements.

25

26

27

3
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1

2

111. SUMMARY OF GAA"1 "E" AND 4F99 SCHEDULES.

3

4

5

6

7

8

9

Q- MR. BOURASSA, LET'S TURN TO THE COMPANY'S SCHEDULES. PLEASE

DESCRIBE THE SCHEDULES LABELED AS MA99, "E979 AND "Fa

I will describe each of the schedules individually, starting with the "A" Schedules. First is

the A-l  Schedule ,  which i s  a  summary of  the ra te base,  operat ing  income,  current

operating margin, required operating margin, operating income deficiency, and the

increase in gross revenue. A 16.5 percent operating margin is requested. Revenues at

present and proposed and customer classifications are also shown on this schedule.

Q. WHY ARE YOU RECOMMENDING A 16.5 PERCENT OPERATING MARGIN?

The higher percent operating margin is warranted for Community Water in this instance

based on the Company's cash flow requirements for debt service and capital

improvements, as well as for the Company's need to fund operations and maintenance,

and to address contingencies. The Company is also requesting 16.5 percent in this

application in order to help minimize the rate increase to customers in the Nuture. Mr.

Gabaldon also discusses the need for at least a 16.5 percent operating margin in his direct

testimony.

10

11

12

13

14

15

16

17

18

19

20

21

Q. IS A 16.5 PERCENT OPERATING MARGIN HIGHER THAN THE COMPANY

HAS RECEIVED IN ITS PRIOR TWO CASES?

22

23

24

25

26

27

Yes, but the requested operating margin is only slightly higher than what the Commission

has approved for Community Water in the past. The Commission approved an operating

margin of 15 percent for Community Water in Decision No. 71748, but approved a 16

percent operating margin in the Company's previous rate case that concluded on December

21, 2006 (in Decision No. 69205). Given the facts and circumstances existing here, a

slightly higher operating margin is appropriate.

4
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1 Q~ PLEASE DESCRIBE THE UTHER "A" SCHEDULES.

2

3

4

Schedule A-2 is a summary of results of operations for the test year, prior years, and a

projected year at present rates and proposed rates.

Schedule A-3 contains the Company's capital structure for the test year and the two

5

6

7

8

9

prior years.

Schedule A-4 contains the plant construction, and plant in service for the test year

and prior years. The projected plant additions are also shown on this schedule.

Schedule A-5 is the summary of the Company's changes in financial position (cash

flow) for the prior two years, the test year at present rates, and a projected year at present

and proposed rates.

Q. WHAT ABOUT THE "E" SCHEDULES FOR THE COMPANY?

10

11

12

13

14

15

16

A. The "E" Schedules are based on the Company's actual operating results, as reported by the

Company in annual reports filed with the Commission. Schedule E-1 contains the

comparative balance sheet data the years 2012, 2013, and 2014.

Schedule E-2, page 1, contains the income statement for the years 2012, 2013, and

2014.

Schedule E-3 contains the statements of changes in the Company's financial

position for the test year and the two prior years.

Schedule E-4 provides the changes in membership equity.

Schedule E-5 contains the Company's plant in service at the end of the test year,

and one year prior to the end of the test year.

Schedule E-7 contains operating statistics for the years 20:12, 2013, and 2014.

Schedule E-8 contains the taxes charged to operations for the years 2012, 2013, and

17

18

19

20

21

22

23

24

25

26

27

2014.

The accountant's notes to the financial statements and the financial assumptions

used in preparing the rate filing schedules are shown on 'Schedules E-9 and F-4

3

A.

5



respectively, in accordance with the Comlnission's standard filing requirements. The

Company does prepare audited financial statements. A copy of the latest audit report is

attached to my Testimony as Exhibit TJB-2.

Q- PLEASE DESCRIBE THE "F" SCHEDULES.

Schedule F-1 contains the results of operations at the present rates (actual and adjusted),

-2 contains the summary of changes in financial position (cash flow) for

the prior two years, the test year at present rates, and a projected year at present and

and at proposed rates.

Schedule F

proposed rates.

Schedule F-3 shows the Company's projected construction requirements for 2013,

2014, and 2015.

Schedule F-4 contains the assumptions used in developing the adjustments and

projections contained in the rate filing.

IV. RATE BASE ("B" SCHEDULES).

Q. WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE

LABELED AS THE "B" SCHEDULES?

Yes. I will start with Schedule B-5, which is the working capital allowance. The results

produced by the "formula method" of computing the working capital allowance are shown

on each. This Company is not requesting a working capital component in rate base.

Q. DID YOU PREPARE SCHEDULES B-3 AND B-4 FOR COMMUNITY WATER?

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

No, I did not prepare these schedules because the Company is requesting that its original

cost rate base ("OCRB") be used as its FVRB. Thus, these schedules are unnecessary.

6
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Q. HAVE YOU PREPARED SCHEDULES SHOWING ADJUSTMENTS TO OCRB?

Yes. Schedule B-2 shows adjustments to OCRB proposed by the Company. Schedule B-

2, pages 2 through 4, provides the supporting information. There are four adjustments

shown in Schedule B-2.

Q. PLEASE DESCRIBE ADJUSTMENT NUMBER 1.

Adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant-in-service ("PIS").

There are two PIS adjustments included in Adjustment l. These are shown on Schedule B-

2, page 3, and are labeled as adjustments "l - A" and "l - B".

Q~ DO ANY OF THESE "A" OR "B" ADJUSTMENTS REFLECT INCLUSION OF

POST-TEST YEAR PLANT?

Yes. Adjustment "1 -- A" in Schedule B-2 (as detailed on page 3.1) increases PIS to reflect

post-test year plant. Post-test year plant consists of water storage plant and transportation

equipment, both of which are scheduled to be placed into service after the end of the test

year. All of the post-test year plant adjustment, which will be used to serve existing

customers, is known and measurable. They are revenue neutral and are necessary to serve

existing Company customers as of the end of the test year.

Q. WHAT CRITERIA FOR INCLUSION OF POST-TEST YEAR PLANT CAN BE

FOUND, IF ANY, IN RECENT COMMISSION DECISIUNS?

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

The Commission approved the inclusion of post-test year plant in rate base in several cases

when (i) the plant is revenue neutral (i.e., providing service to those customers who were

customers of the Company as of the end of the test year), and (ii) it has been completed

and placed into service at a reasonable time before the hearing, so that it could be inspected

and audited.

7
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A.
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Q. PLEASE DESCRIBE THE "B" ADJUSTMENT TO ADJUSTMENT NUMBER 1

on SCHEDULE B-2.

Adjustment "l .- B" of Schedule B-2 (as detailed on page 3.2) adjusts PIS to reflect the

reconciliation of the Company's PIS detail to recorded general ledger amounts as reflected

on Schedule E-1 .

Q. WHAT IS THE PURPOSE OF ADJUSTMENT NUMBER 2 ON SCHEDULE B-2

REGARDING ACCUMULATED DEPRECIATION?

Adjustment 2, shown on Schedule B-2 at page 2, adjusts accumulated depreciation

("A/D"). The details of the A/D adjustments are shown on Schedule B-2, page 4. There

are two A/D adjustments included in Adjustment 2. These are shown on Schedule B-2,

page 4, and are labeled as adjustments "2 - A", and "2 - B".

Adjustment "A" adjusts A/D for the proposed retirements related to PTY plant and

is shown on page 4.1 of Schedule B-2,

Adjustment "B" adjusts A/D to reflect the re-computed amounts of reconciling A/D

to A/D reconstruction per the Company's B-2 plant detail schedule, pages 3.3 to 3.9, and is

shown on page 4.2 of Schedule B-2.

Q. DO THE PLANT IN SERVICE AND ACCUMULATED DEPRECIATION

BALANCES SHOWN ON SCHEDULE B-2 REFLECT THE LAST COMMISSION

RATE ORDER FOR THE COMPANY?

1

2

3 A.

4

5

6

7

8

9 A.

10

11

12

13

14

15

16

17

18

19

20

21

22 .A.

23

24

25

26

27

Yes. The Company's reconstruction of the PIS balance started with the PIS balance

approved in the last rate case. Reconciliation to the starting balances for PIS and

accumulated depreciation are shown on Schedule B-2, page 3.3. Plant additions and

retirements since the end of the last test year have been added to and deducted from total

plant shown on Schedule B-2, pages 3.4 to 3.9. Those pages also show the details for the

8
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accumulated depreciation, from the end of the last test year through the end of the test

year, using the half-year convention for depreciation.

Q. HOW WAS THE PROPOSED "FAIR VALUE" RATE BASE SHOWN ON A-1

DETERMINED?

The FVRB shown on Schedule A-1 is based on OCRB .

v. INCOME STATEMENT (GSC), SCHEDULES).

Q. LET'S MOVE ON TO THE SCHEDULES. PLEASE EXPLAIN THE

ADJUSTMENTS YOU ARE PROPOSING TO THE INCOME STATEMENT AS

SHOWN ON SCHEDULES C-1 AND C-2.

GCC"

The following is a summary of adjustments shown on Schedule C-l :

Adjustment l annualized depreciation expense. The proposed depreciation rate for

each component of utility plant is shown on Schedule C-2, page 2. The depreciation rates

approved in the Company's last rate case were account-specific rates. The Company

proposes to continue to use these rates.

Adjustment 2 increases the property taxes based on proposed revenues. The details

of the computation are shown on Schedule C-2, page 3.

1

2

3

4

5

6 A.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Q. HOW DID YOU COMPUTE THE PROPERTY TAXES AT PROPOSED RATES?

To determine full cash value, I used the method employed by the Arizona Department of

Revenue - Centrally Valued Properties ("ADOR" or "the Department"). This method

detennines full cash value by using twice the average of three years of revenue, plus an

addition for construction-work in progress ("CWIP") and a deduction for the book value of

transportation equipment. In the instant case, I used two times the adjusted revenues for

the year ending December 31, 2014, and one year of revenues at proposed rates. The

9
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A.
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assessed value (18 percent of full cash value) was then multiplied by the property tax rate

to detennine adjusted property tax expense.

Q- IS THIS CONSISTENT WITH PRIOR COMMISSION DECISIONS?

Yes. The Commission approved this method for ascertaining property tax expense in cases

including in Chaparral City Water Company, Decision No. 68176 (September 30, 2005)

and in Litehfela' Park Service Company, Decision No. 67279 (October 5, 2004).

Q. IS THIS SYNCHRONIZATION OF PROPERTY TAX EXPENSE WITH

REVENUES PROPER RATE MAKING?

Yes. Like income taxes, property taxes must be adjusted to ensure that the new rates are

sufficient to produce the revenue requirement. For this reason, the Commission has

repeatedly approved the use of proposed revenues to determine an appropriate level of

property tax expense to be recovered through rates.

Q. PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME

STATEMENT ADJUSTMENTS.

Adjustment 3 shows the rate case expense estimated by the Company. The Company

estimates rate case expense of $150,000. The Company proposes that rate case expense be

recovered over five years because it believes a live-year cycle for future rate cases is

reasonable given this utility's circumstances.

HOW DID YOU ARRIVE AT THIS AMOUNT?

Based on my exper ience with ra te cases  before the Commission,  and tha t  of  the

Company's counsel. Given Community Water's size and the anticipated nature, length

and complexity of the proceedings, I estimate this rate case to cost a total of $150,000.

3

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23 Q.

24 A.

25

26

27
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1 Q. PLEASE EXPLAIN WHY YOU REFER TO THIS AMOUNT AS AN

2

3

4

"ESTIMATE"?

Because ultimately several different factors contribute to what the final actual rate case

expense will be for a particular case. Thus, I can only make an educated guess based on

my experience. The specifics of who may intervene, what Luiique issues may come into

dispute, and what kind of procedural issues will arise, are just some of the factors that

determine the final total expense to process a rate case through the Commission. Thus, it

is necessary to propose a reasonable estimate reflective of past experience with similar

sized utilities.

5

6

7

8

9

10

11 Q- PLEASE DESCRIBE THE OTHER INCOME STATEMENT ADJUSTMENTS

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

DETAILED IN THE "C" SCHEDULES.

Adjustment 4 annualized revenues to the year-end number of customers. The annualization

was based on the number of customers at the end of the test year, compared to the actual

number of customers during each month of the test year. Average revenues by month were

computed for the test year. The average revenues were then multiplied by the increase (or

decrease) in number of customers for each month of the test year. Adjustment number 4

also increases purchased power expense and chemicals expense based upon the expected

additional gallons to be sold from the revenue annualization.

Adjustment 5 reduces revenues based upon water usage normalization. Usage

normalization reflects the expected reduction in gallons sold primarily due to conservation

and is based upon an analysis of trends in customer usage from 2010 through 2014.

Adjustment 5 also reduces purchased power expense and chemicals expense based upon

the expected reduction in gallons to be sold from the usage nonnalization.

Adjustment 6 increases Salaries and Wages expense and reflects the additional

expense related to the filling of two vacant positions as well as expected wage increases

over the next year (approximately the time new rates will be approved).

11
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Adjustment 7 increases Insurance .- Health and Life for expected increases in this

expense.

Adjustment 8 reduces sludge removal expense by annualizing the expected savings

in the removal of arsenic water treatment sludge. As discussed by Mr. Gabaldon, the

Company recently installed arsenic sludge drying beds at three of its water treatment

facilities. As part of the treatment process, a partially dewatered arsenic sludge is

produced which results in lower disposal costs.

Adjustments 9 through 12 are intentionally left blank.

Q. ARE THERE ANY OTHER REVENUE AND/OR EXPENSE ADJUSTMENTS?

No.

VI. CID" SCHEDULES.

Q. WOULD YOU PLEASE DISCUSS THE "D" SCHEDULES?

Schedule D-1 shows the summary membership equity and long-term debt. Since the

Company is a non-profit corporation with members, a cost of capital analysis has not been

performed. Schedule D-2 reflects the current and projected balances of long-term debt.

VII. RATE DESIGN.

Q. WHAT ARE THE COMPANY'S PRESENT AND PROPOSED RATES FOR

WATER SERVICE?

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

The Company's present and proposed rates are shown on Schedule H-3.
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Q~ WHAT IS THE IMPACT OF THE COMPANY'S PROPOSED RATES ON A 5/8-X-

3/4-INCH METERED RESIDENTIAL CUSTOMER WITH AN AVERAGE BILL?

As shown on Schedule H-2, page 1, the present monthly bill for a 5/8~x-3/4 inch metered

residential customer using an average of 3,897 gallons is $19.14. The proposed monthly

bill for a 5/8-x-3/4-inch metered residential customer using an average of 3,897 gallons

would be $23.46, an increase of $4.32, or 22.55 percent above the present rates.

Q. HAS THE COMPANY PROPOSED A CHANGE IN THE OVERALL RATE

DESIGN STRUCTURE AS PART OF ITS PROPOSAL?

No. The Company's rate design reflects the inverted-tier design adopted in the last case,

including the respective break-over points. The monthly minimums arid commodity

charges were increased slightly more than the commodity rates to improve the revenue

recovery from the monthly minimums and provide more revenue stability. In other words,

under present rates, the Company recovered approximately 53.7 percent of revenues from

the monthly minimums and 46.3 percent from the commodity rates - while under the

proposed rates, the Company will recover approximately 57.2 percent of revenues from the

monthly minimums and 42.8 percent from the commodity rates. Schedule H-3, pages 3 and

4, show the revenue recovery from the monthly minimtuns and commodity rates Linder

present and proposed rates.

Q. ARE THERE ANY CHANGES TO THE MISCELLANEOUS SERVICE

CHARGES?

No.

1

2

3 A.

4

5

6

7

8

9

10 A .

11

12

13

14

15

16

17

18

19

20

21

22

23 A.

24

25

26

27 A.

Q~ ARE THERE ANY CHANGES TO THE METER AND SERVICE LINE

INSTALLATION CHARGES?

No.

13



Q- DOES THAT CONCLUDE YOUR DIRECT TESTIMONY?1

2 A.

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

Yes.
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RESUME OF THOMAS J. BOURASSA, CPA

EDUCATIONAL BACKGROUND

B.S. Northern Arizona University Chemistry/Accounting (1980)
M.B.A. University of Phoenix with Emphasis in Finance (1991)
C.P.A. State of Arizona (1995)
Continuing Professional Education - In areas of tax, accounting, management,
economics, finance, business valuation, consulting, and ethics (80 hrs every two years)

MEMBERSHIPS
Arizona Society of CPAs
Water Utilities Association of Arizona
American Water Works Association
Society of Regulatory Financial Analysts

EMPLOYMENT EXPERIENCE

1995 - Present CPA - Self Employed
Consultant to utilities on regulatory matters including all aspects of
rate applications (rate base, income statement, cost of capital, cost
of service, and rate design), rate reviews, certificates of
convenience and necessity (CC&N), CC&N extensions, financing
applications, accounting order applications, and off-site facilities
hook-up fee applications. Provide expert testimony as required.

Consult on various aspects of business, financial and accounting
matters including best business practices, generally accepted
accounting principles, generally accepted ratemaking principles,
project analysis, cash flow analysis, regulatory treatment of certain
expenditures and investments, business valuations, and rate
reviews.

Litigation support services.

1992-1995 Employed by High-Tech Institute, Phoenix, Arizona as Controller
and C.F.O.

l989~I 992 Employed by Alta Technical School, a division of University of
Phoenix as Division Controller.

1985-1989 Employed by M.L.R. Builders, Tampa and Pensacola, Florida as
Operations/Accounting Manager

1982-1985 Employed by and part owner in Area Sand and Clay Company,
Pensacola, Florida.
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1981-1982 Employed by Purdue University, West Lafayette, Indiana as
Teaching Assistant.
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SUMMARY OF REGULATORY WORK EXPERIENCE AS SELF EMPLOYED
CONSULTANT

COMPANY/CLIENT
Tierra Buena Water Company
ACC Docket No. W-02076A-15-013

FUNCTION
Permanent Rate Application .-. Water.
Assisted in preparation of short-form
schedules.

Red Rock Utilities, LLC
ACC Docket No. W-04245A-14-0295

Permanent Rate Application - Water and
Wastewater. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Quail Creek Water Company
ACC Docket No. W-025 l4A-14-0370

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Tonto Basin Water Company
ACC Docket No. W-03515A-14-0310

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Navajo Water
ACC Docket No. W-03511A-14-304

Permanent Rate Application .- Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Alaska Power Company
Regulatory Commission of Alaska
Docket No. U- l 4-002

Prepared schedules and testified on cost of
capital.

Anchorage Municipal Light & Power
Regulatory Commission of Alaska
Docket No. U-13-l84

Prepared schedules and testified on cost of
capital.

Liberty Utilities (Pine Bluff) Inc.
Arkansas Public Sen/ice Commission
Docket No. 14-020-U

Permanent Rate Application - Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Abra Water Company Permanent Rate Application .- Prepared

Exhibit TJB-I
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COMBANY/CLIENT
ACC Docket No. W-0 l 782A- I4-0084

FUNCTION
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

EPCOR Water Arizona, Inc.
ACC Docket No. W-01303A-14-0010

Permanent Rate Application - Prepared
rate designs and cost of Service studies for
Mohave Water District, Mohave
Wastewater District, Paradise Valley
Water District, Tubac Water District, and
Sun City Water District.

Liberty Utilities (Midstates Natural Gas),
Inc.
Missouri Public Service Commission
Case No. GR-2014-0152

Permanent Rate Application .- Assist in
preparing required rate application
schedules for Rate Base, Plant, Income
Statement, Revenue Requirement, and
Rate Design.

Hydro Resources, LLC.
ACC Docket No. W-20770A-I 3-03 l 3

Certificate of Convenience and Necessity
_ Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, and initial rates.

Little Park Water Company
ACC Docket No. W-02 l92A-13-0336

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Utility Source, LLC.
ACC Docket No. WS-04235A-l3-0331

Permanent Rate Application .- Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Payson Water Company
ACC Docket No. w-03514A-13-0111
ACC Docket No. W-03514A-13-0142

Permanent Rate Application .-. Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Financing Application. Prepared financial
ratios and debt surcharge mechanism.

Goodman Water Company Valuation

Exhibit TJB-1
Page 4 of15

\II\IIH l



COMPANY/CLIENT
Verde Santa Fe Wastewater
ACC Docket No. SW-03437A-13-0292

FUNCTION
Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Lago Del Oro Water Company
ACC Docket No. W-01944A-I3-0215

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Chaparral City Water Company
ACC Docket No. W-02113A-13-0118

Permanent Rate Application - Prepared
and testified on cost of service study.

Las Quintas Serer as Water Company
ACC Docket No. W-01583A-13-0117

Permanent Rate Application .-. Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Southwest Environmental Utilities. Inc.
ACC Docket No. WS-20878A-13-0065

Certificate of Convenience and Necessity
- Water and Wastewater. Prepared pro-
forma balance sheets, income statements,
plant schedules, rate base, and initial rates.

Litchfield park Service Company
ACC Docket No. SW-01428A-13-0043
ACC Docket No. w-01428A_I3-0042

Permanent Rate Application .-. Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Beaver Dam Water Company
ACC Docket No. WS-03067A-12-0232

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Rio Rico Utilities
ACC Docket No. WS-02676A-12-0196

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income StateMent,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Vail Water Company
ACC Docket No. W-0165 IB-12-0339

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue

Exhibit TJB- I
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COM13AM/CLIENT FUNCTION
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Avra Water Co-Op.
ACC Docket No. w-02126A-11-0480

Permanent Rate Application. Prepared
schedules and testified on 'Rate Base,
Plant, Income Statement, Revenue
Requirement, Cost of Service, Rate
Design, and Cost of Capital.

Pima Utility Company
ACC Docket No. w-02199A-11-0329
ACC Docket No. SW-02199A-11-0330

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Cost of Service,
Rate Design, and Cost of Capital.

Work on financing application.

Liberty Utilities (CALPECO Electric),
LLC)
Docket No. l 1202020

Work on preparation of permanent rate
application. Prepared schedules on Rate
Base, Plant, income Statement, Revenue
Requirement.

Liv co Water Company
ACC Docket No. SW-02563A-11-0213

Permanent Rate Application - Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Orange Grove Water Company
ACC Docket No. W-02237A-11-0180

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Goodman Water Company
ACC Docket No. W-02500A-10-0382

Pennanent Rate Application .- Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Doney Park Water
ACC Docket No. W-01416A-I0-0450

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Grimmelmann, et. al. v. Pulte Home
Corporation, et. al., case no. CV-08-l878-
PHX-FJM, the United States District Court

Consultant to defendant and expert
witness for defendant on rates and
ratemaking.

Exhibit TJB-I
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COMPANY/CLIENT
for the District of Arizona.

FUNCTION

Southern Arizona Home Builders
Association

Consultant on ratemaking aspects to line
extension policies (electric).

H20 Water Company Valuation

Tierra Linda HOA Water Company Valuation

Las Quintus Serer as Water Company
ACC Docket No. W-01583A-09-0589

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Coronado Utilities
ACC Docket No. SW-04305A-09-0291

Permanent Rate Application -
Wastewater. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Little Park Water Company
ACC Docket No. W-02192A-09-0531

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Sahuarita Water Company
ACC Docket No. W-0371 SA-09-0359

Permanent Rate Application ... Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Bella Vista Water Company
Southern Sunrise Water Company
Northern Sunrise Water Company
ACC Docket No. W-02465A-09-0414
ACC Docket No. W-02453A-09-0414
ACC Docket No. W-02454A-09-0414

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, Cost of
Service, and Cost of Capital.

Rio Rico Utilities, Inc
ACC Docket No. WS-02676A009-0257

Permanent Rate Application - Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Exhibit TJB- I
Page 7 of 15

IH



C_COMPANY/_CLIENT_
Litchfield park Service Company
ACC Docket No. SW-01428A_-9-0103
ACC Docket No. W-01428A-09-0-04

FUNCTION
Permanent Rate Application .- Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, Cost
of Service, and Cost of Capital.

Town of T/'zatcher v. City ofSajford, CV
2007-240, Superior Court of Arizona

Consultant to plaintiff on ratemaking and
cost of service.

Valencia Water Company
California Public Utility Commission Case
No. 09-05-002

Cost of Capital

Valley Utilities
ACC Docket No. W-0l4l2A-08-0586

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Black Mountain Sewer Company
ACC Docket No. SW-02361A-08-0609

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0608

Interim Rate Application (Emergency
Rates)

Farmers Water Company
ACC Docket No. W-01654A-08-0502

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-08-0454

Permanent Rate Application. Sewer.
Prepared schedules and testified on Rate
Base, Plant, income Statement, Revenue
Requirement, Rate Design and Cost of
Capital.

Ridgeline Water Company, LLC
ACC Docket No. W-20589A-08-0173

Certificate of Convenience and Necessity
- Water. Prepared pro-forma balance

sheets, income statements, plant
schedules, rate base, financing, and initial
rates.

Exhibit TJB- 1
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COM_HANY/CLIENT
Sacramento Utilities, Inc.
ACC Docket No. SW-20576A-08-0067

FUNCTION
Certificate of Convenience and Necessity
- Wastewater. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, and financing.

Johnson Utilities
ACC Docket No. WS-02987A-08-0180

Permanent Rate Application. Water and
Sewer. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design and
Cost of Capital.

Participate in 40-252 proceeding.

Orange Grove Water Company
ACC Docket No. W-02237A-08-0455

Permanent Rate Application. Prepared
schedules on Plant, Income Statement,
Revenue Requirement, and Rate Design.

Far West Water and Sewer Company
ACC Docket No. WS-03478A-07-0442

Financing Application. Prepare schedules
to support application.

Oak Creek Water No. 1
ACC Docket No. w-01392A-07-0679

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design.

ICE Water Users Association
Docket W-02824-07-0388

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, Income Statement, Revenue
Requirement, and Rate Design .

Johnson Utilities Valuation consultant in the matter of the
sale of Johnson Utilities assets to the
Town of Florence.

HZO, Inc
ACC Docket No. W-02234A-07-0550

Permanent Rate Application. Prepared
schedules and testified an Rate Base,
Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital .

Chaparral City Water Company
ACC Docket No. W-02113A-07-055 l

Permanent Rate Application. Prepared
schedules and testified on Rate Base, Plant,
Income Statement, Revenue Requirement,
Rate Design, and Cost of Capital.

Exhibit TJB-I
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COMPANY/CLIENT
Valley Utilities
ACC Docket No. w-01412A-07-0561

FUNCTION
Financing Application. Prepare schedules
to support application.

Valley Utilities
ACC Docket No. w-01412A-07-280

Emergency Rate Application, Prepare
schedules to support application.

Valley Utilities
ACC Docket No. W-01412A-07-0278

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.

Litchfield Park Service Company
ACC Docket No, W-01427A-06-0807

Accounting Order. Assist in preparing
definition and scope of costs for deferral
for future regulatory consideration and
treatment.

Golden Shores Water Company
ACC Docket No. W-01815A-07-0117

Permanent Rate Application. Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital .

Diablo Village Water Company
ACC Docket No. W-02309A-07-0140

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Diablo Village Water Company
ACC Docket No. W-02309A-07-0399

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
Revenue Requirement, Rate Design, and
Cost of Capital.

Sahuarita Water Company
(Rancho Sahuarita Water Co.)
ACC Docket No. W-03718A-07-0687

Extension Certificate of Convenience and
Necessity - Water. Prepared pro-forma
balance sheets, income statements, plant
schedules, rate base, and financing.

Utility Source, L.L.C.
ACC Docket No. WS-04235A-06-0303

Permanent Rate Application- Water and
Wastewater. Prepared schedules and
testified on Rate Base, Plant, Income
Statement, Revenue Requirement, Rate
Design, and Cost of Capital.

Exhibit TJB- 1
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COMPANY/CLIENT
Tierra Buena Water Company

FUNCTION
Valuation of Tierra Buena Water
Company for estate purposes.

Goodman Water Company
ACC Docket No. W-02500A-06-0281

Permanent Rate Application (Class C).
Water. Prepared schedules and testified
on Rate Base, Plant, Income Statement,
and Cost of Capital.

Links at Coyote Wash Utilities
ACC Docket No. SW~04210A-06-0220

Certificate of Convenience and Necessity
- Sewer. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

New River Utilities
ACC Docket No. W-0173A-06-017]

Extension Certificate of Convenience and
Necessity - Water. Prepared pro-fonna
balance sheets, income statements, plant
schedules, rate base, and financing.

Johnson Utilities
ACC Docket No. WS-02987A-04-0501
Docket WS-02987A-04-0] 77

Extension of Certiticate of Convenience
and Necessity -- Sewer. Prepared pro-
forma balance sheets, income statements,
plant schedules, rate base, financing, and
initial rate design.

Bachmann Springs Utility
ACC Docket No. WS-03953A-07-0073

Permanent Rate Application ._ Water and
Sewer. Prepared short-form schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Avra Water Cooperative
ACC Docket No. W-02126A-06-0234

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-025191A-06-0015

Permanent Rate Application _. Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

State of Arizona v. Far West Water and
Sewer,No. I CA-CR 06-0160

Expert witness on behalf of defendant in
penalty phase of case.

Far West Water and Sewer Company Permanent Rate Application - Sewer.

Exhibit TJB-l
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_COMPANY/CLIENI
ACC Docket No. WS-03478A-05-0801

EUNCTION
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital .

Black Mountain Sewer Company
ACC Docket No. SW-02361A-05-0657

Permanent Rate Application - Sewer.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, Rate Design, and Cost of
Capital.

Balterra Sewer Company
ACC Docket No. SW-02304A-05-0586

Certificate of Convenience and Necessity
- Sewer. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design. .

Community Water Company of Green
Val ley
ACC Docket No. W-02304A-05-0830

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, Revenue
Requirement, and Rate Design.

McClain Water Systems
Northern Sunrise Water
Southern Sunrise Water
ACC Docket No. W-020453A-06-0251

Certificate of Convenience andNecessity
- Water. Prepared pro-forma balance
sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Valley Utilities Water Company
ACC Docket No. W-014 l 2A-04-0376

Off-site facilities hook-up fee application.
Prepare schedules to support application.

Valley Utilities Water Company
ACC Docket No. W-0 l4 l2A-04-0376

Permanent Rate Application - Water.
Prepared schedules and testified on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Rate Design.

Beardsley Water Company
ACC Docket No. W-02074A-04-0358

Permanent Rate Application - Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Pine Water Company, Inc.
ACC Docket No. W-03512A-03-0279

Interim and Permanent Rate Application,
Financing Application - Water. Prepared
schedules and testified on Rate Base,

Exdlibit TJB- I
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COMPANY/CLIENT FUNCTION
Plant, Income Statement, Cost of Capital,
and Rate Design.

Chaparral City Water Company
ACC Docket No. W-02113A-04-0616

Permanent Rate Application. Prepared
schedules and testified on Rate Base,
Plant, and Income Statement. Assisted in
preparation Rate Design.

Tierra Linda Home Owners Association
ACC Docket No. W-0423A-04-0075

Certificate of Convenience and Necessity
_ Water. Prepared pro-forma balance

sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Diamond Ventures - Red Rock Utilities
ACC Docket No. WS-04245A-04-0l84

Certificate of Convenience and Necessity
- Water and Sewer. Prepared pro-forma

balance sheets, income statements, plant
schedules, rate base, financing, and initial
rate design.

Arizona-America
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.
ACC Docket No.

n Water Company, Inc.
WS-01303A-02-0867
WS-01303A-02-0868
WS-01303A-02-0869
WS-01303A-02-0870
WS-01303A-02-0908

Permanent Rate Application Water and
Sewer (10 divisions). Prepared schedules
and testimony on Rate Base, Plant,
Income Statement, and Revenue
Requirement. Assisted in preparation of
Rate Design.

Bella Vista Water Company, Inc.
ACC Docket No. W-02465A-01-0776

Permanent Rate Application - Water.
Prepared schedules and testimony on Rate
Base, Plant, Income Statement, and
Revenue Requirement. Assisted in
preparation of Cost of Capital and Rate
Design .

Green Valley Water Company
Docket (2000 Not Filed)

Permanent Rate Application. Prepared
schedules and testimony on Rate Base,
Plant, Income Statement, and Revenue
Requirement. Assisted in preparation of
Cost of Capital and Rate Design.

Gold Canyon Sewer Company
ACC Docket No. SW-025 l9A-00-0638

Permanent Rate Application - Sewer.
Prepared schedules and testimony on Rate

Exhibit TJB- 1
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COMPANY/CL_IENT EUNCTION
Base, Plant, Revenue Requirement, and
Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Rio Verde Utilities, inc.
ACC Docket No. WS-02]56A-00-.0321

Permanent Rate Application - Water and
Sewer. Prepared schedules and testimony
on Rate Base, Plant, Revenue Requirement,
and Income Statement. Assisted in
preparation of Cost of Capital and Rate
Design.

Liv co Water Company
Liv co Sewer Company
ACC Docket No. SW-02563A-05-0820

Permanent Rate Application .- Water.
Prepared short-form schedules for Rate
Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Liv co Water Company
ACC Docket No. SW-02563A-07-0506

Permanent Rate Application - Water and
Sewer. Prepared short-f0m1 schedules for
Rate Base, Income Statement, Plant, Bill
Counts, and Rate Design.

Cave Creek Sewer Company Revenue Requirement, Rate Adjustment
and Rate Design - Sewer.

Avra Water Cooperative
ACC Docket No. W-02I26A-00-0269

Permanent Rate Application .- Water.
Assisted in preparation of Rate Base, Plant,
Income Statement, Revenue Requirement,
and Rate Design.

Town of Ore Valley Revenue Requirements, Water Rate
Adjustments and Rate Design.

Far West Water Company
ACC Docket No. WS-03478A-99-0144

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Income Statement, Revenue
Requirement, Lead-Lag Study, Cost of
Capital, and Rate Design.

MHC Operating Limited Partnership
Sedona Venture Wastewater
ACC Docket No. W-

Permanent Rate Application .- Sewer.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Vail Water Company Permanent Rate Application. Assisted in
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COMPANY/CL11;N_jr
ACC Docket No. W-0]651B-99-0406

FUNCTION
preparation of schedules for Rate Base,
Plant, Income Statement, and Rate Design .

E&T Water Company
ACC Docket No. W-01409A-95-0440

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

New River Utility
ACC Docket No. W-01737A-99-0633

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Golden Shores Water
ACC Docket No. w-018 l5A-98-0645

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Ponderosa Utility Company
ACC Docket No. W-01717A-99-0572

Permanent Rate Application - Water.
Assisted in preparation of schedules for
Rate Base, Plant, Income Statement, and
Rate Design.

Chaparral City Water Company
Docket (1999 Not Filed)

Permanent Rate Application - Water.
Prepared schedules and testimony on Rate
Base, Plant, Revenue Requirement, and
Income Statement. Assisted in preparation
of Cost of Capital and Rate Design.
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1 1. INTRODUCTION.

2

3

4

Q. PLEASE STATE YOUR NAME AND ADDRESS.

5

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, Phoenix,

Arizona 85029.

6

7

8

9

10

Q. HAVE YOU PREVIOUSLY SUBMITTED DIRECT TESTIMONY IN THE

INSTANT CASE?

Yes, my Direct Testimony was submitted in support of the initial application in this docket

by Community Water Company of Green Valley ("Colnpany").

11

Q- WHAT IS THE PURPOSE OF THIS REBUTTAL TESTIMONY?12

13

14

A. I am providing Rebuttal Testimony in response to the Direct Testimony filing by Arizona

Corporation Commission Utilities Division Staff ("Staff") with respect to rate base,

revenues and expenses, operating margin and rate design.

Q- WHAT IS THE REVENUE INCREASE THAT THE COMPANY IS PROPOSING

IN ITS REBUTTAL FILING?

The Company is now proposing a total revenue requirement of $4,165,106, which

constitutes an increase in revenues of $682,351 or 19.59 percent over test year revenues.

Q. HOW DOES THIS COMPARE WITH THE COMPANY'S DIRECT FILING?

15

16

17

18

19

20

21

22

23

24

25

26

27

A. In its Direct Filing, the Company requested a total revenue requirement of $4,231 ,490,

which required an increase in revenues of $708,244 or 20. 10%. The Company's revenue

requirement request is approximately $66,384 less in its Rebuttal Filing from what it

requested in its Direct Filing. The Company's requested revenue increase is lower by

$25,887 from $708,244 in the Direct Filing to $682,357 in the Rebuttal Filing.

A.

A.

A.

l



Q- WHY IS THE REQUESTED REVENUE INCREASE LOWER?

In its Rebuttal tiling, the Company has adopted a number of adjustments recommended by

Staff, as well as proposing a number of its own adjustments. The Company adjustments

reduce its proposed test year Operating Expenses by $55,415 and reduce its proposed test

year operating revenues by $40,938.

Q. HAS THE COMPANY PROPOSED RATE BASE CHANGED?

Yes. The Company's rebuttal proposed Original Cost Rate Base ("OCRB") is $7,628,678

compared to the Direct Filing OCRB of $7,678,586, a reduction of $49,908. This change

is the result of a true-up to actual cost of the Company proposed post-test year plant

(Reservoir No. 5). The Company continues to propose that its OCRB be used as its Fair

Value Rate Base ("FVRB").

11. REVENUE REQUIREMENT.

Q- WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE

INCREASES FOR THE COMPANY AND STAFF AT THIS STAGE OF THE

PROCEEDING?

I

2 A.

3

4

5

6

7

8 A.

9

10

11

12

13

14

15

16

17

18

19 A.

20

21

22

23

24

25

26

27

Company-Direct

Staff

Company Rebuttal

The proposed revenue requirements and proposed rate increases are as follows:

Revenue Red. Revenue Inch. % Increase

$4,231 ,490 $ 708,244 20.18%

$3,899,354 $ 257,877 7.08%

$4,165,106 $ 682,357 19.59%

2



l Q. DOES STAFF AGREE WITH THE COMPANY'S PROPOSED 16.5PERCENT

2 OPERATING MARGIN?

*s
J Yes. The Company proposed a 16.5 percent operating margin in its Direct Filing. Staff

4

5

proposed the same in its Direct Testimony. 'l`hc Company. in its Rebuttal Filing, maintains

its proposal for a 16.5 percent operating margin.

6

7 111. RATE BASE.

8

9 Q- WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE RATE BASE

10 RECOMMENDATIONS?

12 FVRB

13 Company-Direct

StarT14

l5 Company Rebuttal

The rate basesproposedby' all garlics in the case arc as follows:

OCRB

$7,678,586

$6,563,586

$7,628,678

$7,678,586

$6,563,586

$7,628,678

16

17 a. PLANT-IN-SERVICE.

18

19 Q. WOULD YOU PLEASE DISCUSS THE COMPANY'S PROPOSED ORIGINAL

20

21

C()S'l` RATE BASE, AND IDENTIFY THE ADJUSTMENTS YOU HAVE

ACCEPTED FROM STAFF?

22 The Company's rebuttal rate base adjustments to plant-in-scrvicc ("I'lS") are shown on my

abuttal schedules, at Schedule B-2. pages 3.23

24

25

26

27

A.

A.

A.

3



1 Q. PLEASE IDENTIFY THE COMPANY'S REBUTTAL RATE BASE

2 ADJUSTMENTS.

3

4

Rate Base Adjustment l .- A, as shown on Rebuttal Schedule B-2, at page 3.1, reduces the

cost of the Company proposed post-test year PIS for Reservoir No. 5 by $49,908, in order

to true up the Company's estimate in its Direct Filing to actual cost.5

6

7

8

9

10

Rate Base Adjustment 1 -. B , as shown on Rebuttal Schedule B-2, at page 3.2, reflects the

reconciliation of the proposed PIS balance to the reconstruction of the PIS balances, as

shown on Schedule B-2, pages 3.3 to 3.9.

11 There are no other proposed adj ustrnents to PIS.

12

13 Q- DO THE COMPANY AND STAFF AGREE ON THE TOTAL PIS BALANCE?

14

15

16

17

18

19

20

No. The Company proposes a total PIS balance of $42,402,220 while Staff proposes a

total PIS balance of$4l,337,l28, a difference Qf$1,065,082.' The difference is due to a

disagreement regarding whether Reservoir No. 5 (Plant Account 330 - Distribution

Reservoirs and Standpipe) is used and useful. Staff proposes to remove the costs of the

post-test year PIS for asserting this plant is not needed The Company disagrees with

Staff. Arturo GabaldOn, Raul Francisco G. Pina, and Ray L. Jones all discuss why

Reservoir No. 5 is used and useful and should be in rate base in their respective Rebuttal

Testimonies.21

22

23

24

25

26 I

27

See Rebuttal Schedule B-2, page l and Staff Schedule PNT-2.

2 See Direct Testimony of Pham Tsar ("Tsar Dt.) at 6.

4

A.

A.



l b. ACCUMULATED DEPRECIATION

3 Q. PLEASE EXPLAIN THE COMPANY'S ACCUMULATEI) DEPRECIATION

4 ADJUSTMENTS.

5

6

Rate Basc Adjustment 2 - A , as shown on Rebuttal Schedule B-2, page 4. 1 , is

intentionally left blank.

7

8

9

10

Rate Basc Adj vestment 2 - B , as shown on Rebuttal Schedule B-2, page 4.2, reflects the

reconciliation of the proposed PlS balance to the reconstruction of` the PIS balances as

shown on Schedule B-2, pages 3.3 to 3.9.

1 l

12 There are no other proposed adjustments to PIS.

13

14 Q. DO THE COMPANY AND STAFF AGREE ON THE TOTAL Am BALANCE?

15 Yes. Both the Company and Staff proposc a total A/D balance ol`$l6,0l4,775.8

16

17 c. OTHER RATE BASE ITEMS.

18

19 Q. D() 'l`HE PARTIES AGREE ON THE BALANCES FOR CONTRlBl l`lons-In-]'

2()

21

All) OF CONSTRUCTION (CIAC), AND ADVANCES IN All)-oF

CONSTRUCTION (AlAn)?

22

23

4Yes.

24

25

26

27

3 Sue Rebuttal Schedule B-2, page I and StafT Schedule PNT-2.

4 Compare Rebuttal Schedule B-2, page l and State Schedule PNT-2.

2

A.

A.

A.

5



I Iv. INCOME STATEMENT.

2

3

4

a. DEPRECIATION EXPENSE.

5 Q. PLEASE DISCUSS THE COMPANY'S PROPOSED ADJUSTMENTS T()

REVENUES AND EXPENSES AND IDENTIFY ANY ADJUSTMENTS YOU HAVE

ACCEPTED FROM STAFF.

6

7

8

9

The Company rebuttal adjustments are detailed on Rebuttal Schedule C-2, pages 1-13.

The rebuttal income statement with adjustments is shown on Rebuttal Schedule C-l , pages

2.1 and 2.2.10

11

12

13

14

15

16

17

In rebuttal Adjustment 1, the depreciation expense is annualized, reflecting the PIS

adjustments discussed above. Depreciation expense has decreased from the Company's

direct tiling primarily due to a reduction in PIS and revision to the CIAC amortization rate.

The Company's proposed depreciation expense is now $1,021,412 ...- approximately 34,971

less than in its direct filing. Staff proposes a depreciation expense of $823,8855, which is

$197,527 lower than the Company's proposed depreciation expense.

The primary reason for this difference is two-fold. First Staff excludes post-test year PIS,

the proposed cost of which is $l,065,082, at this stage of the proceeding, which I discussed

earlier in my Rebuttal Testimony. Second, Staff reduces the depreciable PIS balances for

several plant accounts, which the Company does not.6 Specifically, Staff reduces the

depreciable PIS balances for Account 3] l - Electric Pumping Equipment (by $1,163,886),

Account 340.1 Computers and Software (by $l05,743), Account 341 - Transportation

18

19

20

21

22

23

24

25

26

27

5 See Direct Testimony of Pham Tsar ("Tsan Dt.") at 17.

6 Compare Rebuttal Schedule C-2, page 2 and Staff Schedule PnT-l4.

6
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1

2

Equipment (by $300,372), Account 3451 -- Power Operated Equipment (by $107,179),

and Account 346 --. Communications Equipment (by $50,299).7

3

4 Q- IS THERE FULLY DEPRECIATED PLANT FOR THESE ACCOUNTS?

5 No. Based upon the Company's reconstruction of the PIS and A/D balances, using the

Broad Group procedure for computing depreciation, the only fully depreciated PIS account

is Account 311 .1 - Pumping Equipment Gas.8

6

7

8

9

10

11

Q. WHAT IS THE BROAD GROUP PROCEDURE?

12

13

14

15

16

17

Under the Broad Group procedure, all units of plant within a particular depreciation

category (usually a plant account or subaccount) are considered to be one depreciable

property group.9 It does not matter when an asset is added to the group as each depreciable

property group has some "average" life. Annual depreciation is computed at the group

level based upon the average life of the group. The average life is the result of a

calculation, and there is no assurance that any of the property items within the group

equals the average. In other words, some plant will last longer than the average life and

some plant will last shorter that the average life.

In addition, the Broad Group is widely used and produces reasonably stable depreciation

rates from year to year, because of its averaging effects.l0 It is a procedure that requires

the least accounting records of annual additions and balances.

18

19

20

21

22

23

24

25

7 See staff Schedule pnT_14.

8 See Rebuttal Schedule B-2, page 3.9, line 14.
9 Public Uiiliry Depreciation Practices,National Association of Regulatory Commissioners, August 1996.

26

27
'01d.

7

A.

A.

Ill



1

2

3

4

5

6

For accounting purposes, every item in the depreciable group under the Broad Group

procedure is assumed to have the life of the group and to be fully depreciated at the time of

retirement. This is consistent with the National Association of Regulatory Commissioners

("NARUC") Uniform System of Accounts ("USOA") which states that when a retirement

is recorded, the cost is removed from both the PIS balance and the A/D balance regardless

of how much depreciation was recorded] 1

7

8 Q. IS THE BROAD GROUP PROCEDURE AN ACCEPTABLE METHOD FOR

9 DEPRECIATING PLANT?

10 A.

11

12

Yes. The Broad Group procedure is a commonly used and accepted method in regulatory

utility accounting. In fact, it is has been used by Staff in many rate cases. As stated in

Accounringfor Public Utilities published by Mathew Bender and Company:

13

14

15

16

17

The group concept has been an integral part of utility depreciation
accounting practice for  many years. Though the concept  is
applicable to nonregula ted ent i t ies ,  i t  is  not  of ten applied.
Nonregulated entities tend to depreciate individual property units
independently. Under the group concept, no attempt is made to
keep track of the depreciation reserve applicable to individual items
of property. This does not imply loss of control, but rather is a
practical approach for utilities because they possess millions of
items of property.12

18 Thus, the Company has properly depreciated plant using this method.

19

20

21

22

23

24

25
II Accounting Instruction 27.B (2), Una"orm System ofAccountsfor Class A Water Utilities,National
Association of Regulatory Commissioners, 1996.

26 12 Deloitte & Touchy LLP, et al. Accounlingfor Public Utilities. Lexus-Nexis (Mathew-Bender & Co.)
2009, Sec. 6.04 ("Deloitte & Touchy").

27

8



ll

Q. HOW DID STAFF DETERMINE ITS FULLY DEPRECIATED PLANT

AMOUNTS?

It's not entirely clear. But, it appears that Staff analysis is based upon a Vintage Group

procedure. 13 Under the Vintage Group procedure each vintage (or placement year) within

the depreciation category (plant account) is considered to be a separate group. For

example, plant added to Account 31 l in 2007 would be s separate Vintage Group from

plant added to Account 3 ll in 2008. Based on my review of Staffs testimony and

workpapers, it appears that Staff is trying to impose the Vintage Group procedure onto the

Broad Group, to justify its position that certain plant is fully depreciated.

Q. IS THE ATTEMPT TO IMPOSE FULLY DEPRECIATED PLANT, AS

DETERMINED BY THE VINTAGE GROUP PROCEDURE TO A BROAD

GROUP, A VIOLATION OF THE BROAD GROUP PROCEDURE?

Yes. Moreover, to impose fully depreciated plant, as Staff has done here, essentially

means that neither method is being used. In other words, Staff is using some other method,

other than either the Broad Group procedure or the Vintage Group procedure, to depreciate

PIS. That is not appropriate.

Q. HAS STAFF RECOMMENDED THE COMPANY USE A VINTAGE GROUP

PROCEDURE FOR ITS PIS ACCOUNTING AND DEPRECIATION?

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

No. And this further confuses the issue. If a Vintage Group procedure is used to

determine whether there are fully depreciated plant amounts or groups within a Broad

Group, then that would require a change in methods. In other words, the Broad Group

procedure no longer works as intended. Further, this new procedure is neither the Broad

13 Than Dr. at 12-14.

9

|

A.

A.

A.



1

2

Group procedure nor the Vintage Group procedure. Rather, it becomes something akin to

a hybrid procedure, which is not an accepted method. 14

3

4 Q. DID YOU FIND ADDITIONAL ERRORS IN STAFF'S DEPRECIATION

5 ANALYSIS, IN ADDITION T() ITS UNACCEPTEI) HYBRID PROCEDURE?

6

7

Yes. After examining the Staff workpapers, I found errors in the Staff analysis. If these

errors are corrected, the conclusions regrading full depreciated plant would be much

8 different. First, Staff went back to 2004 as the starting point for its vintage groups. 2004

9

10

12

13

14

15

16

17 Compare this to Staff' s fully depreciated plant total

18

is the test year from two prior rate cases ago. The Company's last rate case used a test-

year ending on December 31 , 2007 - and reached resolution in Decision No. 71748

(February 3, 2010). Based on my professional opinion, beginning the analysis from 2004

and forward inappropriately challenges the findings and determinations made in Decision

No. 71748. The Company opposes using the Vintage Group, but if the Vintage Group is to

be used, then I believe that the vintage groups should be constructed from 2007 and

forward, so as to avoid changes to the A/D balances set in the prior rate case that used a

test year of 2007. Second, if retirements are handled properly, the total amount of fully

depreciated plant is only $559,575.15

0f$1,845,973. 16

19

20 14 See Public Utilily Depreciation Practices,National Association of Regulatory Commissioners, August
1996.

21

22

23

15 As shown in Rebuttal Exhibit TJB-RT~1. Fully depreciated plant as follows: $0 for account 31 l
Electric Pumping Equipment, $1 18,494 for account 31 l.l ._ Electric Pumping Equipment, $89,293 for
account 340.1 -.- Computers and Software, $194,3 l() for account 341 _. Transportation Equipment, $107,179
for account 345.1 - Power Operated Equipment, and $50,299 for account 346 - Communications
Equipment.24

25

26

27

16 As shown in Staff Schedule PNT-14. Fully depreciated plant as follows: $1,163,886 for account 31 I -
Electric Pumping Equipment, $1 18,494 for account 31 1.1 ._ Electric Pumping Equipment, $105,743 for
account 340.1 - Computers and Software, $300,372 for account 341 - Transportation Equipment, $107,179
for account 345.1 - Power Operated Equipment, and $50,299 for account 346 .__ Communications
Equipment.

A.

10



DO YOU HAVE AN EXHIBIT SHOWING HOW YOU DETERMINED THERE

WOULD ONLY BE $559,575 OF FULLY DEPRECIATED PLANT?

Yes. I have attached as Rebuttal Exhibit TJB-RT-1 showing my analysis using a Vintage

Group procedure.

Q. ARE YOU RECOMMENDING THAT THE COMMISSION ADOPT YOUR

FULLY DEPRECIATED PLANT NUMBERS?

Absolutely not. My intention with the exhibit is to simply show how different the amount

of so-called fully depreciated plant there would be if the Staff errors in its analysis are

corrected. Staff' s analysis is flawed and should not be adopted - never mind the fact that

you cannot impose a Vintage Group procedure on to a Broad Group procedure. The

Company recommends continuing with the use of the Broad Group procedure, which is a

perfectly acceptable method, and rate payers are not harmed by its use. As I stated

previously, the Broad Group procedure is a common method, easy to administer and has

the advantage providing reasonably stable depreciation from year to year because omits

averaging effect. At the end of the day, the amount of depreciation proposed by the

Company is reasonable and should be adopted.

Q. HAS THE COMPANY USED THE BROAD GROUP PROCEDURE IN ITS PAST

RATE CASES?

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

Yes. I prepared the Company's last two rate cases. In each case, the Broad Group was

used to reconstruct the A/D balances which were ultimately adopted by the Commission.

A.

A.

A.

11



l Q- PLEASE RESPOND TO THE STAFF TESTIMONY THAT UNDER THE BROAD

GROUP METHOD RATE PAYERS ARE BEING ASKED TO PAY F()R MORE

3 THAN THE ORIGINAL INVESTMENTS IN ASSETS?

4

5

7

8

That is simply not true. Depreciation stops when the plant account is f`ully depreciated

under the Broad Group, just as depreciation stops under any of the other methods when the

group or individual asset becomes fully depreciated. For example, the Company is not

seeking depreciation expense br PIS Account 31 l.l - Pumping Equipment - Gas because

this account is fully depreciated at the end of the test year. Rate payers do not pay for

more than the cost oflthc plant, no matter what procedure is used.

10

Q. ARE THE DEPRECIATION RATES APPLIED TO THE DEPRECIABLE

12 PROPERTY GROUPS IMPORTANT?

la Ycs. In any procedure used for depreciation accounting (Broad Group, Vintage Group,

14

15

16

17

18

19

20

21

22

Equal Life Group, or Specific Asset) requires that the expected average life used to

compute the depreciation rate should reasonably reflect the actual average lives ollthc

property group. A depreciation study can provide a basis for determining the average life

al' each depreciable property group. However. most utilities in Arizona do not conduct

depreciation studies, not only because of the cost but the inevitable disputes over the study

and the resulting depreciation rates. Stalls's Engineering Section typically recommends

depreciation rates by plant account based upon their expertise and utilities typically adopt

them. The Company has used the Staff typical and customary depreciation rates since they

were approved in Decision No. 69205 (December 2 l , 2006).

23

24 Q. DOES THE BR()AD GROUP PROCEDURE PROVIDE RATIONAL ANI)

25 SYSTEMATIC MANNER IN WHICH TO RECOVER DEPRECIATION?

26 Yes. And bothNARUC and Mathcw Bender, who are recognized authorities on this

27 subject, agree.

9

6

2

A.

A.

A.

12



Q. WOULD THE COMPANY AGREE TO PERFORM DEPRECIATION STUDIES IN

THE FUTURE IF IT IS ALLOWED TO CONTINUE USING THE BROAD GROUP

PROCEDURE?

Yes, as long as the Company is allowed an opportunity to recover the costs of depreciation

studies which I estimate to be at least $30,000 for each study.

b. INQQME ST.ATEMENT ADJUre,TME_NTS 3__4-

Q. PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME

STATEMENT ADJUSTMENTS.

The Company and Staff agree on the method of computing property taxes, the assessment

ratio and the property tax rate. I computed the property taxes based on the Company's

adjusted test-year proposed revenues and proposed revenues with the rate increase,

whereas Staffs uses its own adjusted test year proposed revenues and proposed revenues

with the rate increase. Therefore, the difference in the adj used test-year property tax

expense is simply a difference in the revenue proposals of each of the parties.

Adjustment 3 is reserved for changes to Rate Case Expense. The Company is not

proposing a change at this time.

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

Adjustment 4 increases Miscellaneous Revenues by $23,358 and reflects the adoption of

the Staff proposal to reclassify Other Non-utility Revenues to Miscellaneous Revenues.17

17 Tsan Dr. at 8.

A.

A.

13



IN

1 c. UsAGE_NORMALI_Z_ATIQN.

2

3 Q. PLEASE DESCRIBE ADJUSTMENT 5.

4

5

6

7

8

9

Adjustment 5 reduces Metered Revenues by an additional $63,902 over and above the

Company's Direct Filing usage normalization adjustment of $94,433. The Company's

total usage normalization adjustment at this stage of the proceeding is $158,335. The

Company's updated usage normalization reflects the expected reduction in gallons sold

primarily based upon an analysis of trends in customer usage from 2010 through 2015.

Adjustment 5 also reduces purchased power expense and chemicals expense based upon

the expected reduction in gallons to be sold from the usage nominalization.10

11

12 Q. WHAT WAS UPDATED IN THE USAGE NORMALIZATION ANALYSIS?

13 The Company added another actual year (2015) of water usage data.

14

15

16

17

DOES THE UPDATED USAGE NORMALIZATION ANALYSIS SHOW

FURTHER REDUCTIONS IN WATER USAGE?

Yes it does.

18

19

20

21

Q. WHY DOES THAT ANALYSIS SHOW FURTHER REDUCTIONS IN WATER

USAGE?

22

23

24

Not surprisingly, residential average usage has declined steadily from 2010 and 2014 and

declined further in 2015. Commercial usage has declined significantly from 2014 to 2015.

The greatest impact on the reduction in commercial water usage has been from a reduction

in usage from Freeport McMoRan Sierrita ("Sierrita"). Sierrita's water usage declined

from 29.8 million gallons in 2014 to 20.1 million gallons in 2015, equivalent to an

approximate 32.6-percent reduction. Further, Sierrita's water usage so far in 2016 is on

25

26

27

A.

A.

A.

14



1 pace to reflect another 25-to-30 percent reduction. The loss of commercial revenues from

Sierrita from 2014 to 2105 alone amounted to nearly $35,000.2

3

4 Q.

5

WHAT IS STAFF POSITION ON THE COMPANY'S REVENUE

NORMALIZATION ADJUSTMENT?

6 Staff has rejected the Company's revenue normalization adjustment.I8

7

8

9

10

Q. PLEASE COMMENT ON THE STAFF TESTIMONY REGARDING THE

COMPANY'S USAGE NORMALIZATION ADJUSTMENT.

11

12

13

14

15

16

Staff asserts that the Company's usage normalization adjustment is faulty because it does

not take into consideration such things as seasonality and weather. 19 Nothing can be

further from the truth. The usage normalization adjustment considers the annual changes

on average customer usage, which may be due to such factors as changes in weather and

customer usage patterns among others. The impact on water usage from seasonality, if

any, occurs within each year and are encompassed in each year's usage data. The same is

true of weather and its impacts on the annual water usage. Thus, a comparison of the

annual average usage from year-to-year represents a comparison of all the factors

(including conservation) which have an impact on water usage. It is not necessary to single

out individual factors impacting water usage, particularly when comparing five or more

years of usage data and developing an overall trend in water usage. Mr. Gary Woodard

discusses the Company's actual experienced declining use in further detail, including the

implication of the Company's rate design, in his pre-filed Rebuttal Testimony.

17

18

19

20

21

22

23

24

25

26

27

18 Than Dr, at 7.

19Id.
1

15

la

A.

A.



Q. WOULD YOU EXPECT DECLINING USAGE, GIVEN THE TREND TO

ESTABLISHING INVERTED-TIER RATES FOR WATER COMPANIES OVER

THE PAST DECADE AND A HALF?

Yes, we should expect a further decline in usage. Putting aside the mandates for low flow

toilets and fixtures, advances in automating irrigation, and other measures, the

Commission has imposed inverted-tier rates over the 10 to 15 years. Inverted-tier rates are

water conservation rates specifically designed to reduce water usage. If inverted tier rates

do not result in water conservation, then why impose them? If inverted-tier rates are

effective, then there should be an acknowledgement of this fact when evaluating what are

just and reasonable rates, otherwise, the rates we set in a rate case will not generate the

intended revenue requirement going forward, and they would not be just and reasonable.

Q. COMPARED T() THE LAST TEST YEAR, HOW MUCH LESS REVENUE IS

BEING GENERATED FROM RATES AS A RESULT OF REDUCED WATER

USAGE?

Comparing the prior test year (2007) to the current test year (2014), about $250,000 less

annual revenue is being generated. In other words, had usage remained at the levels in

2007, the Company would have generated $250,000 more in revenues. So roughly 37

percent of the revenue increase the Company is requesting in the instant case is to address

the reduction in usage. If we do not recognize the effects of declining usage in the instant

case then future rate increases will be higher than they otherwise would be.

Q. HAS THE COMMISSION APPROVED USAGE NGRMALIZATION

ADJUSTMENTS IN THE PAST?

l

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

A. Yes. I have proposed usage normalization adjustments (declining usage adjustments) in

A.

A.

16



l r 1

2

3

several recent cases using similar methods as I employ in the instant case.20 In many of

those cases, the Commission has adopted the revenue normalization adjustment.2l This is

why I am surprised by Staffs rejection of the usage normalization adjustment in the instant

4 case. In the pending Sahuarita Water Company rate case, for example, Staff is not

5

6

opposing Sahuarita Water Company's revenue normalization adjustment, which I

prepared.

7

8 d. A1;JUsTM_EnTs_§-.9 (INCLUDING gEpA1Rs & MAINTENANCE),

9

10 Q. PLEASE CONTINUE WITH YOUR DISCUSSION OF THE REBUTTAL

11 REVENUE AND/OR EXPENSE ADJUSTMENTS.

12 A.

13

Adjustment 6 reduces Salaries and Wages by $72,833 reflects the adoption of the Staff

proposal to reduce this expense.

14

15

16

Adjustment 7 reclassifies certain expenses from Miscellaneous Expense to Employee

Pension and Benefits and reflects the adoption of the Staff proposals.24

17

18

19

20

21

22

20 See Epcor Water Inc. Docket No. WS-01303A-l4-0010, Decision No. 75268, Liberty Utilities
(Litchfield Park Water & Sewer) Corp., Docket No. W-01427A-l3_0043, Decision No. 74437, Rio Rico
Utilities, Inc., Docket No. WS-02676A- 12-01 96, Decision73996, Sahuarita Water Company, Docket No.
W-037l 8A-l5-0213, pending Decision, Liberty Utilities (Bella Vista Water) Corp., Docket No. W-
02465A-l5-0367, pending Decision, and, Liberty Utilities (Rico Rico Water & Sewer) Corp., Docket No.
WS-02676A-l5_0368, pending Decision.

23

24

21 In some case, there may have been a settlement agreement that may have excluded the adoption of a
revenue normalization adjustment.

25 22 See Sahuarita Water Company, Docket No. w-03718A_15_0213.

26 23 Tsar Dr. at 9.

27 24 Tsan Dr. at 9 and I 1.
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1

2

Adjustment 8 increases Repairs and Maintenance Expense by $11,114 which reflects the

Company's updated estimated required annual accrual of expense for large maintenance

items such as reservoir and tank maintenance.3

4

5

6

Q. WHAT IS STAFF'S RECOMMENDATION REGARDING REPAIRS AND

MAINTENANCE EXPENSE?

7

8

9

10

11

12

13

14

Staff proposes to reduce Repairs and Maintenance Expense by $29,126.25 Staff does not

agree with the test year level of accrual totaling $55,886, because Staff does not agree with

the development of the cost estimates in the Company's direct filing, which used a 3%

inflation factor.26 Further, Staff excludes projected maintenance on Reservoir No. 5, which

Staff asserts is not used and useful. However, putting aside the disagreement on Reservoir

No. 5, the Company's current estimates do not contain any inflation factor and are instead

based upon current quotes and/or actual cost. 27 Mr. GabaldOn describes the Company's

analysis regarding necessary repairs and maintenance expense in his Rebuttal Testimony.

Q. How MUCH OUT OF THE $67,000 REQUEST FOR MAINTENANCE AND

REPAIRS EXPENSE IS RELATED TO RESERVOIR NO. 5?

15

16

17

18

19

A. $15,000. So $52,000 is to cover maintenance and repair expense for tank and reservoir

facilities where there is no dispute between Staff and the Company as to the used and

usefulness of those facilities.20

21

25 Than Dr. at 10.

26Id.

22

23

24

25

26

27
27ld.

A.

18



III

l Q. PLEASE DESCRIBE ADJUSTMENT 9.

2

3

4

5

6

Adjustment 9 reduces Outside Services by $7,050 and reflects the partial adoption of the

Staff proposal to reduce Outside Services. The Company rejects the Staff proposal to

reduce Outside Services for legal costs totaling $l0,9l 1 .29 Staffs reasoning for excluding

these costs is that these costs were related to a legal matter with one of its employees that

Staff considers the expense to be a one-tirne, non-recurring event.30

7

8

9

Q. DOES THE COMPANY AGREE WITH STAFF'S PROPOSAL TO REDUCE

LEGAL EXPENSE?

10

11

12

13

14

15

16

No. The Company disagrees with the Staff proposal to reduce legal expense. The

Company has incurred legal expense every year. Since 2010 the Company has incurred

nearly $15,000 of annual legal costs on average. The specifics of legal matters may

change for year to year, but the Company will continue incur legal expense going forward,

regardless of the specific nature of the matters. Eliminating $10,911 of legal costs from

the test year will leave the level of expense to less than $7,500, which is roughly half of the

average annual legal expense since 2010. The Company believes the test-year level of

legal expense is a reasonable representation of the annual legal costs the Company expects

to incur on a going forward basis.

17

18

19

Q. ARE THERE ANY OTHER PROPOSED REBUTTAL ADJUSTMENTS.20

21

22

23

24

No.

25

26

27

28 Than Dr. at 10-1 1.

2914.

30 14

A.

A.

A.

19



l Q. ARE THERE ANY OTHER DISPUTES BETWEEN THE PARTIES REGARDING

2 REVENUES ANI)/OR EXPENSES?

3 No.

4

5 v. RATE DESIGN.

7 Q. WHAT ARE SWC'S PROPOSED RATES FOR WATER SERVICE?

8 The Company's proposed rates are shown on Rebuttal Schedule H-3, pages l and 2.

9

10 Q. WHAT WILL BE THE AVERAGE 5/8 x 3/4-INCH METERED CUSTOMER

l 1 AVERAGE MONTHLY BILL UNDER THE COMPANY'S REBUTTAL

12 PROPOSED RATES?

13

14

I5

As shown on Schedule H-2, page l, the average monthly bill under proposed rates for a 5/8

x %-inch metered customer, using an average of 3,897 gallons, is $23.25 - equivalent to

a $4.11 increase over the present monthly bill of` $ l9.14 or a 21 .45 percent increase.

16

17 Q. IS THE COMPANY MODIFYING ITS PROPOSED RATE DESIGN FROM ITS

18 DIRECT FILING?

IN No.

20

21 Q. PLEASE DISCUSS THE STAFF PROPOSED RATE DESIGN.

22

23

24

25

26

27

BefOre I begin. I would note that the Staff' proposed rates do not generate Stallls proposed

revenue requirement. According to my revenue proolloflthe StafTrates, Stallls proposed

rates produce approximately $48,000 less revenue than the StalT proposed revenue

requirement. That said, the rate designs proposed by each of the parties are similar, an

inverted 3-tier design for the %-inch and smaller residential metered customers and an

inverted 2-tier design for other meter sizes and classes (residential, commercial, and

6

A.

A.

A.

A.

A.

20



I commercial/residential). 'l`hc proposed break-over points arc the same between the panics.

2

3 Q. WHAT ABOUT REVENUE RECOVERY FROM THE MONTHLY MINIMUMS

4 ANI) COMMODITY RATES?

5

7

8

Revenue recovery from the monthly minimums and the commodity rates are similar. For

example, under the Company's proposed rates, recovery from the monthly minimums is

56.64 percent whereas under the Stafll` proposed rates revenue recovery from the monthly

minimums is 56.03 percent.

9

10

11

12

Rcvenuc recovery from the first, second and third tier commodity rates are 18.64 percent,

21.73 percent, and 2.98 percent, respectively under the Company's proposed rates whereas

Revenue recovery from the first, second and third tier commodity rates are 18.91 percent,

22.04 percent, 3.03 percent, respectively under Staffs proposed rates.

14

15 Q. IS THERE ANY DISAGREEMENT BETWEEN THE PARTIES WITH RESPECT

16 'ro THE MISCELLANEOUS SERVICE CHARGES?

17 No.

18

19 Q. IS THERE ANY DISACREEMENT BETWEEN THE PARTIES WITH RESPECT

20 To THE METER ANI) SERVICE LINE CHARGES?

21 No.

22

23 Q-

24

DOES THIS C()NCLUDE YOUR REBUTTAL TESTIMONY ON RATE BASE,

INCOME STATEMENT AND RATE DESIGN?

25 Yes.

26

27

21

I

18

6

A.

A.

A.

A.
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1 1. INTRQDUCTIQN

2

3 Q. PLEASE STATE YOUR NAME AND ADDRESS.

4 My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, Phoenix,

Arizona 85029.5

6

7 Q. HAVE YOU PREVIOUSLY SUBMITTED DIRECT AND REBUTTAL

TESTIMONY IN THE INSTANT CASE?8

9

10

11

12

Yes, my Direct Testimony was submitted in support of the initial application in this docket

by Community Water Company of Green Valley (the "Company"). I also prepared

Rebuttal Testimony in response to the Arizona Corporation Commission Utilities Division

Staff ("Staff") Direct Testimony filed on January 15, 2015.

13

14 Q. WHAT IS THE PURPOSE OF THIS REJOINDER TESTIMONY?

15

16

I am providing Rejoinder Testimony in response to the Surrebuttal Testimony filing by

Staff with respect to rate base, revenues and expenses, operating margin and rate design.

17

18 Q. WHAT IS THE REVENUE INCREASE THAT THE COMPANY IS PROPOSING

IN ITS REJOINDER FILING?19

20 The Company is proposing a total revenue requirement of $4,165,106, which constitutes an

increase in revenues of $682,351 or 19.59 percent over test year revenues.21

22

23 Q. HOW DOES THIS COMPARE WITH THE COMPANY'S REBUTTAL FILING?

24 The revenue requirement and requested rate increase are the same as in the Company's

rebuttal filing.25

26

27

1

A.

A.

A.

A.

A.



I I

11. REVENUE REQUIREMENT.

WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE

INCREASES FOR THE COMPANY AND STAFF AT THIS STAGE OF THE

PROCEEDING?

Company-Rebuttal

Staff

Company-Rejoinder

The proposed revenue requirements and proposed rate increases are as follows Z

Revenue Red. Revenue Inch. % Increase

$4,165,106 $ 682,357 19.59%

$3,899,354 $ 257,877 7.08%

$4,165,106 $ 682,357 19.57%

111. RATE BASE.

WOULD YOU PLEASE IDENTIFY THE PARTIES' RESPECTIVE RATE BASE

RECOMMENDATIONS?

1

2

3

4

5

6 A.

7

8

9

10

11

12

13

14

15

16 A .

17

18

19

20

21

22

23

24

25

26

27

The rate bases proposed by all parties in the ease are as follows:

OCRB FVRB

Company-Rebuttal $7,628,678 $7,628,678

Staff $6,563,586 $6,563,586

Company-Rejoinder $7,628,678 $7,628,678

2

1

Q.

Q.



I

1 a. Remaining Issues in Dispute

2

3 Q. DOES THE COMPANY PROPOSE TO REVISE OR TO PROPOSE ADDITIONAL

ADJUSTMENT TO REVENUES AND/OR EXPENSES?4

5

6

No. The Company's proposed adjustments to rate base for rejoinder are the same as I

discussed in my Rebuttal Testimony. 1

7

8

9

10

Q. WHAT ARE THE REMAINING ISSUES IN DISPUTE WITH RESPECT TO RATE

11

12

13

14

15

16

BASE?

Only two. First there is the issue of whether Reservoir No. 5 .should be included in rate

base. Other Company witnesses discuss the reasons why including this reservoir in rate

base is appropriate. Second, while both the Company and Staff recommend an

accumulated depreciation ("A/D") balance of &B16,014,7752, the Company disagrees with

the Staf f balance because Staff is asserting that there is more fully depreciated plant than

the Company does. If there is additional fully depreciated plant, then the Staff A/D

balance must be $15,841,411 - approximately $173,364 lower. Let me explain.

17

18

19

20

There can only be more fully depreciated plant if a different method of depreciation

accounting is used (Vintage Group procedure versus Broad Group procedure).3 The

Company uses the Broad Group procedure.4 Staff uses a Vintage Group procedure,

21

22

23

24

25

26

I

1 See Rebuttal Testimony of Thomas J. Bourassa ("Bourassa Rb.") at 3.

2 See CWC Rejoinder Schedule B-2, page l and Staff Surrebuttal Schedule PNT-2.

3 Bourassa Rb. at 10.

4 Bourassa Rb. at ll.
27

A.

A.

3



1

2

although Staff does not actually state that it uses the Vintage Group procedure in its

Surrebuttal Testimony.5

3

4 Q.

5

DOES THE NARUC USOAREQUIREMENT TO CONDUCT PERIGDIC

DEPRECIATION STUDIES APPLY ONLY TO THE BROAD GROUP

6 PROCEDURE?

7 No. All depreciation methods rely on depreciation rates which reasonably reflect the useful

8

9

10

11

12'

13

14

15

16

lives of the underlying plant. But, traditionally, utilities have accepted the Staff

recommended depreciation rates instead of preparing costly depreciation studies. The

Company adopted the Staff recommended depreciation rates in the past two rate cases and

has done so again in the instant case. The Broad Group Procedure had been used in the

past two rate cases to determine the A/D balances. Moreover, Staff did not recommend

that the Company modify its depreciation practices from the Broad Group to the Vintage

Group or that it conduct depreciation studies in either rate case. The Company should not

be required to retroactively change from a Broad Group procedure to a Vintage Group

procedure.

17

18 Q. WILL THE COMPANY PREPARE A DEPRECIATION STUDY IN ITS NEXT

19 RATE CASE?

20

21

Yes, provided the cost of the depreciation study is included in rate case expense. But, it

will not change its depreciation accounting from Broad Group to Vintage Group in a fUture

22 rate case.

23

24

25

26

27

5 See Surrebuttal Testimony of Pham Tsan ("Tsan Sb.") at Mr. Bourassa knows Staff uses a Vintage Group
procedure because Staff 's recommended fully depreciated plant balances reflected its depreciation expense
calculation on Staff Surrebuttal Schedule PnT~l4 match Mr. Bourassa's rebuttal exhibit TJB-RB-RT- l
which reflected a vintage procedure approach.

A.

A.

4



l Q. ARE RATEPAYERS HARMED BY THE USE OF THE BROAD GROUP

2 PROCEDURE?

3

4

5

No. Just as with the Vintage Group procedure, the Company will not over recover its plant

investment through depreciation.6 Further, the level of depreciation expense the Company

is seeking to include in rates is reasonable.7

6

7 IV. INCOME STATEMENT.

8

9 Q- DOES THE COMPANY PROPOSE TO REVISE OR TO PRUPOSE ADDITIONAL

10 ADJUSTMENT TO REVNUES AND/OR EXPENSES?

11

12

No. The Company's proposed adjustments to revenues and/or expenses for rejoinder are

the same as discussed in my rebuttal testimony.8

13

14 a. Remaining Issues in Dispute

15

16 Q. WHAT ARE THE REMAINING ISSUES IN DISPUTE WITH RESPECT TO

17 REVENUES AND/OR EXPENSES?

18

19

There are four issues in dispute: (l) depreciation expense, (2) repairs and maintenance

expense, (3) usage revenue normalization, and (4) legal expense.

20

21

22

Regarding depreciation expense, the Company recommends depreciation expense of

$1,021,412 while Staff recommends depreciation expense of $926,682, which is a

23

6 Bourassa Rb. at l 1.
24

25

26

7 After accounting for the difference in annual depreciation expense due to inclusion of Reservoir No. 5 the
difference in annual depreciation between the Broad Group and vintage is about $50,700. This translates
about 1.2% of the Company's proposed revenue requirement and about $0.40 per customer per month.

2 7 8 Bourassa Rb. at 5.

A.

A.

A.

5



1

2

3

4

5

6

7

8

difference of $94,730. The disagreement between the Company and Staff regarding

depreciation expense is two-fold. First, it involves a dispute regarding fully depreciated

plant which I previously discussed earlier in my Rejoinder Testimony, This dispute

accounts for approximately $51,000 of the difference. The second reason for the difference

in each of the party's depreciation expense recommendations involves the dispute over

inclusion/exclusion of the costs for Reservoir No. 5. The Company recommends inclusion

of the cost of Reservoir No. 5 whereas Staff does not. This dispute accounts for

approximately $44,000 of the difference.

9

10 Q. WHAT IS THE .DISPUTE BETWEEN STAFF AND THE COMPANY

11 REGARDING REPAIRS ANDMAINTENANCE?

12

13

14

15

16

17

Staff" s recommended repairs and maintenance expense recommendation excludes recovery

of the annual maintenance accrual for Reservoir No. 5. Further, Staff credits back prior

year maintenance expense accruals for Reservoir No. 5 against other maintenance expense

accruals in its computation, further lowering the annual maintenance expense accrual.9 At

this stage of the proceeding, Staff recommends total maintenance expense accruals totaling

$44,129 whereas the Company recommends $67,000, a difference of $22,871 .

18

19 Q. WHAT IS WRONG WITH THE STAFF RECOMMENDATION?

20

21

22

Staff incorrectly computed its required annual reserve. When Staff uses the current balance

on the maintenance reserves as of December 31, 2014, Staff is making the statement that

the Company overfunded its maintenance reserves through December 31, 2014, That is

23 not correct. In fact, the maintenance reserves have been underfunded.

24

25

26

27 9 See Staff Surrebuttal Schedule PNT-1 I .

6
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1

2

3

4

5

Specifically, Staff s calculations as shown on Staff Surrebuttal Schedule PmT-ll make the

following incorrect assumptions:

(1) Reservoir No. l has 10 years remaining before the next scheduled maintenance, in fact,

Reservoir No. l has only nine years remaining in the maintenance cycle,

(2) Reservoir No. 3 and Reservoir No. 4 have 20 years remaining -- but each has only nine

6

7

8

9

10

11

12

13

years remaining in the maintenance cycle,

(3) Tanks at Wells 10 and 11 have 10 years left before their next scheduled maintenance,

but these two have only three years remaining in the maintenance cycle.

Thus, if Staff wanted to account for the maintenance reserve balances as of December 31,

2014, Staff should have computed the required annual reserves as the total needed reserves

divided by the years remaining in the maintenance cycle, and not the total years in a

maintenance cycle. Consequently, Staff" s- required total arial maintenance reserve

should have been $101,274 (which still excludes maintenance expense for Reservoir No.

14 5) as shown below:

15

16
Reservoir Maintenance Annual Reserve calculation

[C] [D] [E][A] [B] [F] [G]
17

18
Balance

Distribution
from

Reservoir_2
balangq

Total needed
[ B l - [ c l - I D I

Y€2rS
Remaining

Annual cost

1E1/IF1
19

20

21

Estimate
d Cost

$ 75,000

190,000

300,000

100,000

100,000

$17,298

l 7,298

17,298

l 7,298

17,298

$120,572

124,186

218,334

77,016

72,442

9 years

9 years

9 years

3 years

3 years

$13,397

13,798

24,259

25,672

24,147

22

Reservoir 1

Reservoir 3

Reservoir 4

Tank 10

Tank l  l
Reservoir 5
( removed)

23
Total $765,000

$ (62,870)

48,516

64,368

5,685

10,260

86,492

$152,451 $ 612,549 $101,274

24

25 Had Reservoir No. 5's annual maintenance accrual been included, the total required annual

26 maintenance accrual should have been $116,274 ($101,274 + $15,000).

27
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Q. IF THAT IS THE CASE, THEN WHY IS THE COMPANY ONLY REQUESTING

$67,000?

The Company is limiting its request as a compromise in this case.

ASSUMING THE COMMISSION RECOGNIZES RESERVOIR no. 5 IN RATES,

SHOULD THE ANNUAL EXPENSE ACCRUAL BE $67,000?

Yes.

Q. PLEASE COMMENT ON THE DISPUTE BETWEEN THE COMPANY AND

STAFF ON THE REVENUE NORMALIZATION.

In its Surrebuttal Testimony, Staff is now recognizing a usage normalization adjustment

for residential customers. 10 But Staff does not recognize a usage normalization adjustment

for commercial customers because it asserts that future usage for commercial customers is

not known and measurable ll The Company recommends a net reduction to revenues and

expenses for its usage normalization adjustment of $132,570 whereas Staff recommends a

1

2

3

4

5

6

7 A.

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

10 Tsar Sb. at 3.

I] Id.

8

A.

Q.

A.



1

2

net reduction to revenues and expenses for its usage normalization adjustment of $81 ,944,

a difference 0f$50,626 (s132,570 - $81 ,944). 12

3

4 Q- PLEASE COMMENT ON STAFF'S ASSERTION THAT THE REDUCTION IN

5 COMMERCIAL WATER USAGE IS NOT KNOWN AND MEASURABLE AND

6 SHOULD BE REJECTED.

7 I disagree for several reasons. First, the reduction of water usage from Freeport McMoran

8 Sierrita ("Sierrita") in 2015 (the year after the test year) is known and measurable. In fact,

9

10

11

12

13

14

15

16

17

18

2015 revenues were lower by $35,000 from reduced water usage by Sierrita in 2015.

Second, based upon year-to-date 2016 information, the additional revenue loss from

reduced usage by Sierrita in 2016 is likely to range between $17,000 and $20,000. Third,

Sierrita's reduction in water usage is not only from discontinued operations, but also from

changes to how Sierrita uses water. In other words, Sierrita is using water more

efficiently, similar to other commercial water customers, as indicated by the Company's

five-year historical analysis. Finally, the expected annual revenue reductions from Sierrita

alone will total $52,000 to $55,000 since the end of the test year, which is significantly

higher that the Company's proposed downward commercial usage normalization

adjustment of about $46,000. If the Company's proposed usage normalization adjustment

19

20

21

22

23

24

25

26

12 The Company's net adjustment of $132,570 is the product of loss revenues and decreased purchased
power and chemicals expenses. In the Company's direct filing, usage normalization adjustment reduced
revenues by $94,433 and reduced purchased power and chemicals expense by 39 l3,599 and $2,079,
respectively, for a net reduction in revenues and expenses of $78,555 ($94,433 _ $13,599_$2,079). See
Direct Schedule C-1, page l, In the Company's rebuttal, the Company updated its analysis using 2015 data
and reduced revenues further by another $64,298 and reduced purchased power and chemicals expense by
$9,091 and $1,390, respectively, for an additional net reduction to revenues and expense of $53,8 l 5
($64,298 $9,091~$1,390). See Rebuttal Schedule C-1, page l. The net reduction to revenue and expense
proposed by the Company is $132,570 ($78,555 + $64,298). In its surrebuttal, Staff adjusts the Company
direct filing amounts increasing the revenue reduction from $94,433 to $100,026 proposing a $5,629
adjustment. Staff also increased the Company direct filing reductions to purchased power from $13,599 to
$15,716 proposing a further reduction of $2,1 17. Finally, Staff increased the Company direct filing
reductions to chemicals from $2,079 to $2,402 proposing a further reduction of $323. See Staff Surrebuttal
Schedule PNT-6. The net reduction to revenue and expense proposed by Staff is $81,944 ($100,026
15,716 - $2,402l.

27

A.

J
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is not adopted, the Company will have no chance of achieving the revenue authorized by

the Commission.

HAS STAFF PROVIDED ANY RESPONSE To YOUR REBUTTAL TESTIMONY

ON LEGAL EXPENSE?

No, The Company continues to believe the test-year level of legal expenses represents the

normal level of legal expense going forward and which should be included in rates at this

time. 13

ARE THERE ANY OTHER PROPOSED REBUTTAL ADJUSTMENTS?

No.

ARE THERE ANY OTHER DISPUTES BETWEEN THE PARTIES REGARDING

REVENUES AND/OR EXPENSES?

No.

RATE DESIGN.

WHAT ARE THE COMPANY'S PROPOSED RATES FOR WATER SERVICE?

The Company's proposed rates are shown on Rebuttal Schedule H-3, pages 1 and 2.

WHAT WILL BE THE AVERAGE 5/8 X 3/4-INCH METERED CUSTOMER

AVERAGE MONTHLY BILL UNDER THE COMPANY'S REJOINDER

PROPOSED RATES?

I

2

3

4

5

6 A.

7

8

9

1 0

11 A .

1 2

1 3

1 4

1 5 A.

1 6

17 v .

1 8

1 9

20 A.

21

22

23

24

25 A.

26

27

As shown on Schedule H-2, page 1, t h e  ave rage monthly bill under proposed rates for a 5/8

13 Bourassa Rb. at 18.

1 0

Q.

Q.

Q .

Q.

Q.

I



1

2

X %-inch metered customer, using an average of 3,897 gallons, is $23.25 - equivalent to

a $4.1 l increase over the present monthly bill of $l9.l4 or a Zl .45 percent increase.

3

4 Q- IS THE COMPANY MODIFYING ITS PRGPOSED RATE DESIGN FRGM ITS

REBUTTAL FILING?5

6

7

8

No.

Q. PLEASE DISCUSS THE STAFF PROPOSED RATE DESIGN.

9

10

11

12

The rate designs proposed by each of the parties are similar, an inverted 3-tier design for

the %-inch and smaller residential metered customers and an inverted 2-tier design for

other meter sizes and classes (residential, commercial, and commercial/residential). The

proposed break-overpoints are the same between the parties.

13

14 Q. ABOUT RECOVERY FROM

AVAILABILITY CHARGES AND COMMODITY RATES?

WHAT REVENUE THE MONTHLY

15

16

17

18

19

Revenue recovery from the monthly availability charges and the commodity rates are

similar. For example, under the Company's proposed rates, recovery from the monthly

availability charges is 56.64 percent whereas under the Staff proposed rates revenue

recovery from the monthly availability charges is 54.80 percent.

20

21

22

23 19.24 percent,

24

Revenue recovery from the Hrst, second and third tier commodity rates are 18.64 percent,

21.73 percent, and 2.98 percent, respectively under the Company's proposed rates whereas

revenue recovery from the first, second and third tier commodity rates are

22.82 percent, 3.13 percent, respectively under Staffs proposed rates.

25

26

27

1 I

A.

A.

A.



IS THERE ANY DISAGREEMENT BETWEEN THE PARTIES WITH RESPECT

TO THE MISCELLANEOUS SERVICE CHARGES?

No.

IS THERE ANY DISAGREEMENT BETWEEN THE PARTIES WITH RESPECT

TO THE METER AND SERVICE LINE CHARGES?

No,

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY UN RATE BASE,

INCOME STATEMENT AND RATE DESIGN?

1

2

3 A.

4

5

6

7 A.

8

9

10

11 A .

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

Yes.

12

lluI l

Q.

Q.
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Community Water Company of Green Valley
Test Year Ended December 31, 2014

Computation of increase in Gross Revenue
Requirements As Adjusted

Exhibit
Rejoinder Scehduie A-1
Page 1
Witness: Bourassa

Fair Value Rate Base
$ 7,628,678

Adjusted Operating Income 15,001

Current Rate of Return
0.20%

Required Operating Income
$ 687,242

Required Operating Margin
16.50%

Operating Income Deficiency s 672,241

Gross Revenue Conversion Factor
1.0150

Increase in Gross Revenue
Requirement

$ 682,357

Adjusted Test Year Revenues
Increase in Gross Revenue Revenue Requirement
Proposed Revenue Requirement
% Increase

$
$
$

3,482,749
682,357

4, 165,106
19.59%

Return on Fair Value Rate Base
9.01%

Percent
Increase

Customer
Classification
5/8X3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
5/8X3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
5/8X3/4 Inch
1 Inch
2 Inch
6 Inch

Residential
Residential
Residential
Residential
Residential
Residential
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial
Commercial/Residential
Commercial/Residential
Commercial/Residential
Bulk
Fire Lines up to 6 inch
Fire Lines up to 8 Inch

$

Present
Bytes
2,413,514

18,813
219,446
86,475

111,665
8,330

22,429
199

104,870
49,028

342,018
6,084

102,047
270

5,732
22.471
20,239
8,770
1,440

$

Proposed
Rates

2,916,802
23,057

258,842
99,456

128,653
9,847

26,572
244

123,449
56,968

395,523
7,158

114,675
324

6,692
26,254
24,1 14
8,770
1,440

$

Dollar
Increase

503,288
4,244

39,396
12,982
16,988
1,517
4,143

46
18,579
7,940

53,505
1,073

12,628
54

960
3,783
3,875

20.85%
22.56%
17.95%
15.01%
15.21%
18.21%
18.47%
22.98%
17.72%
16.20%
15.64%
17.64%
12.37%
20.00%
15.75%
16.83%
19.14%
0.00%
0.00%

Revenue Annualuzation
Usage Normalization
Subtotal

(249)

$

(1,072)
(158,729)

3,384,038 $

(1,322)
(158,729)

4,068,789 $ 684,751

23.25%
000%

20.23%

Misc Revenues
Reconciling Amount
Rounding
Total of WaterRevenues

96,191
2,520

96,191
126 (2,394)

Line

I
1
2
3
4
5
6
7
8
g
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
kg
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54

55
56
57
58
59
60
61

$ 3,482,748 fs 4,165,106 $ 682,357

0.00%
-95.00%

0.00%
1959%

SUPPORTING SCHEDULES:
B-1
CO
C-3
H-1

mm



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Summary of Rate Base

Exhibit
Rejoinder Scehdule B-1
Page 1
Witness: Bourassa

Line
No.

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

38 42,402,220
16,014,775

$ 42,402,220
16,014,775

Net Utility Plant in Service $ 26,387,445 $ 26,387,445

Less:.
Advances in Aid of Construction 7,383,569 7,383,569

Contributions in Aid of Construction 16,784,118 16,784,118

Accumulated Amortization of CIAC (5,408,920) (5,408,920)

Customer Meter Deposits
Custmer Security Deposits
Accumulated Deferred Income Tax

Plus:

Deferred Regulatory Assets
Prepayments
Materials and Supplies
Allowance for Cash Working Capital

Total Rate Base 7,628,678 $ 7,628,678

1
2
3
4
5
6
7
8
g
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

SUPPORTING SCHEDULES:
B-2
B-3
B-5



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Original Cost Rate Base Proforma Adjustments

Exhibit
Rejoinder Scehdule B-2
Page 1
Witness: Bourassa

Actual
at

End of
Test Year

Proforma
Adjustment.

Adjusted
at end

of
]'est Year

Gross Utility
Plant in Semite $ 42,452,128 (49,908) $ 42,402,220

Less:
Accumulated
Depreciation 16,014,775 16,014,775

Line
No_.
1
2
3
4
5
6
7
8
g

10
11
12
13
14

Net Utility Plant
in Service $ 26,437,353 $ 26,387,445

Less:
Advances in Aid of
Construction 7,383,569 7,383,569

Contributions in Aid of
Construction .. Gross 16,784,118 16,784,118

Accumulated Amortization of CIAC (5,408,920) (5,408,920)

Customer Meter Deposits
Custmer Security Deposits
Accumulated Deferred Income Tax

Plus:

Deferred Regulatory Assets
Prepayments
Materials and Supplies
Working capital

Total $ 7.678.6?3 . $ 7,628.678 .

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

SUPPORTING SCHEDULES:
B-2, pages 2

RECAP SCHEDULES:
B-1
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Community Water Company of Green Valley
Test Year Ended December 31, 2014

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - A

Exhibit
Rejoinder Scehdule B-2
Page 3.1
Witness: Bourassa

Line

M
1
2
3
4
5
6

Post Test Year Plant

Revised Cost of New Reservoir #5
Cost of New Reservoir #5 per Direct
Increase (decrease) in Acct. 330 .. Distribution Reservoirs and Standpipe

$1,065,092
1,115,000

$ (49,908).

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

SUPPORTING SCHEDULE
Testimony
Work papers



Line

1
2
3
4

5
6
7
8
g

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
kg
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50

Reconciliation of Plant to Plant Reconstruction

Acct.

ML
301
302
303
304

304.1
304.2
305
306
307
308
309
310
311

311 .1
320

320.1
320.2
330

330.1
330.2
331
333

333.1
334
335
336
339
340

340.1
341
342
343
344
345

34511
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures 8< improvements
Structures and Improve - Pumpir
Structures and Improve - Water .
Collecting & Impounding Resewoi
Lake, River, Canal Intakes
Wells gt Springs
Infiltration Galleries
Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Pumping Equipment - Gas
Water Treatment Equipment

Water Treatment Plants
Solution Chemical Feeders

Distribution Reservoirs 8< Standpip
Storage Tanks
Pressure Tanks

Transmission 8¢ Distribution Mains
Services
Fire Taps
Meters
Hydrants
Backflow Prevention Devices
Other Plant & Misc Equipment
Office Furniture & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Power Operated Equipment - Bas
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant
Plant Held for Future Use

TOTALS

Community Water Company of Green Valley
Test Year Ended December 31, 2014

Original Cost Rate Base Proforma Adjustments
Adjustment Number 1 - B

$

Orginal
Cost

47,863
244

170,589

42,452,128 $

19,123,697
4,696,522

332,174
1,600,133
2,031,665

3,289,327
118,494

4,440,527

2,061,545

2,013,049

583,181
151,618
608,761
469,777

2,441
103,018

12,000
136,512
149,439
124,656

30,695
14t,261

12,938

B-2
Adjustments

(49,908) $

(49,908)

Adjusted
Ordinal
Cost

47,863
244

170,589

42,402,220 $ 42,402,220 $

19,123,697
4,696,522

332,174
1,600,133
2,031,665

3,289,327
118,494

4,440,527

2,011,637

2,013,049

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

30,695

141,261

12,938

Exhibit
Rejoinder Scehdule B-2
Page 3.2
Witness: Bourassa

Plant
Per

Reconstruction
47,863

244
170,589

19,123,697
4,696,522

332,174
1,600,133
2,031,665

2,011,637

3,289,327
118,494

4,440,527

2,013,049

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

30,695

141,261

12,938

Difference

SUPPORTING SCHEDULE
B-2, pages 3.1
B-2, pages 3.3 through 3.10

ll\ l
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Community WaterCompany of Green Valley
Test Year Ended December 31, 2014

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - A

Exhibit
Rejoinder Scehdule B-2
Page 4.1
Witness: Bourassa

Line
N;

INTENTIONALLY LEFT BLANK1
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
38
39
40
41
42
43
44
45

SUPPORTING SCHEDULE
Testimony
Work papers

|



Acct.

301
302
303
304

304.1
3042
305
306
307
308
309
310
311

311 .1
320

320.1
320.2
330

330. 1
330.2
331
333

331 .1
334
335
336
339
340

340. 1
341
342
343
344
345

345.1
346
347
348

Reconciliation of A/D to A/D Reconstruction

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures 8¢ Improvements
Structures and Improve - Pumpir
Structures and Improve - Water .
Collecting 81 impounding Reservoi
Lake, River, Canal Intakes
Wells gt Springs
Infiltration Galleries
Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Pumping Equipment - Gas
Water Treatment Equipment

Water Treatment Plants
. Solution Chemical Feeders
Distribution Reservoirs 8 Standpip

Storage Tanks
Pressure Tanks

Transmission & Distribution Mains
Services
Fire Taps
Meters
Hydrants
Backflow Prevention Devices
Other Plant & Misc Equipment
Office Furniture 8 Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Power Operated Equipment - Baci
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant
Plant Held for Future Use

TOTALS

Community Water Company of Green Valley
Test Year Ended December 31, 2014

Original Cost Rate Base Proforma Adjustments
Adjustment Number 2 - B

Adjusted
Orginal
Cost

6,109,218
1,860,194

114,507
502,173
729,173

3,009,211
118,494

1,027,605

501 ,826
67,080

334,225
423,021

t,702
41,023
6,201

31,957
113,595
70,153

424,270

479,078

7,169
41,653

1,247

B-2
Adjustments

Rebuttal
Adjusted
Orginal

Cost

6,109,218
1,860,194

114,507
502,173
729,173

3,009,211
118,494

1,027,605

501,826
67,080

334,225
423,021

1,702
41,023
6,201

31,957
113,595
70,153

424,270

479,078

7,169
41,653

1 ,247

Exhibit
Rejoinder Scehdule B-2
Page 4.2
Witness: Bourassa

Rebuttal
plant
Per

Reconstruction

6,109,218
1,860,194

114,507
502,173
729,173

3,009,211
118,494

1,027,605

501,826
67,080

334,225
423,021

1,702
41,023
6,201

31,957
113,595
70,153

424,270

479,078

7,169
41,653

t,247

Difference

Line

1
2
3
4

5
6
7
8
g

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

$ 16,014,775 $ $ 16,014,775 $ 16,014,775 $

SUPPORTING SCHEDULE
B-2, page 41
B-2, pages 3.3 through 3.10

ll



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Computation of Working Capital

Exhibit
Rejoinder Scehdule B-5
Page 1
Witness: Bourassa

Cash Working Capital (1/8 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)

$ 240,030
8,819
6.691

Total Working Capital Allowance $ 255,540

Working Capital Requested $

Adjusted Test Year
$ 3,467,748

$

Total Operating Expense
Less:
Income Tax
Property Tax
Depreciation
Purchased Water
Pumping Power
Allowable Expenses

1/8 of allowable expenses
$

$

153,851
1,021,412

160,577
211,665

1,920,242

240,030

Line

M
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
38
39
40

SUPPORTING SCHEDULES:
E-1

RECAP scHEDuLEs;
B-1



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Income Statement

Exhibit
Rejoinder Scehdule C-1
Page 1
Witness: Bourassa

Test Year
Book

Results Adjustment

Test Yea r
Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 3,450,854 $ (64,296) $ 3,386,558 $ 682,357 S 4,068,915

$
72,833

3,523,686 $
_23,358
(40,938) $

96,191
3,482,749 s

_ _ _ 96,191
682,357 s 4,165,106

Operating Expenses
$ 999.690 (72,685) $

160,577
(9,091)
(1,390)
11,114

$

220,756
33,730
65,908
16,621

295,318
15,124

(7,050)

927,005
160,577
211,665
32,340
77,022
16,621

288,268
15,124

927,005
160,577
211,665
32,340
77,022
16,621

288,268
15,124

Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Reg. Comm. Exp. - Rate Case
Miscellaneous Expense
Depreciation and Amortization Expense
Taxes Other Than Income

54,195
54,987

212,765
30,000

236,192
1,026,384

105,232
156,279

(129,491)
(4,971)

54,195
54,967

212,765
30,000

106,701
1,021,412

105,232
153,851(2,428) 10,116

54,195
54,967

212,765
30,000

106,701
1,021,412

105,232
163,966

$
$

3,523,162
524

$_
$

(55,415) $
14,477 s

3,467,748
15,001

$
$

10,116
672,241

$
$

3,477,863
687,242

Property Taxes
Income Tax

Total Operating Expenses
Operating Income
Other Income (Expense)

Interest Income
Other income
InterestExpense
Other Expense

12,640
444,612
(98,552)
(32,579)

(23,358)
12,640

421,254
(98,552)
(32,579)

12,640
421,254
(98,552)
(32,579)

Total Other Income (Expense)
Net Profit(Loss)

$
$

3̀26',120.̀
326,644

$
$

(23l,3§§)_ $
(8,881) $

305762
317,763

$
$ 672,241

$
$

3.92163
990,005

Line

M
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
38
39

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1
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Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustments to Revenues and Expenses

Exhibit
Schedule C-2
Page 1
Witness; Bourassa

Subtotal

Depreciation
Property
Taxes

Rate
Case Expense

Salaries
and Wases

Revenues

Adjustments to Revenues and Expenses

Z § 3
Reclass
Other

Income
23,358

Revenue
Normalization

(64,296) (40,938)

Expenses (4,971) (2,428) (10,481) (72,685) (90,565)

Operating
Income 4,971 2.428 23,358 (53,815) 72,685 49,627

Line

1

2
3

4

5

6
7

8
g

10

11

12

13

14

15

16

17

Interest
Expense

Other
Income /
Expense

(23,358) (23,358)

Net Income 4,971 2,428 (53,815) 72,685 26,269

Adjustments to Revenues and Expenses

§ 9 L
intentionally

Left
Blank

L
Intentionally

Left
Blank

L
intentionally

Left
Blank

Subtotal

Expense
Reclass

Repairs 8<
Maintenance

Outside Services
Expense

Revenues (40,938)

Expenses 31,086 11,114 (7,050) g55,415).

Operating
Income (31 ,086) (11,114) 7,050 14,477

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

Interest
Expense

Other
Income I
Expense

(23,358)

Net Income (31 ,086) (11.114) 7,050 (8,881)
39
40

|

z.



Line
No.

Acct.

301
302
303
304

304. 1
30422
305
306
307
308
309
310
311

311 .1
320

320. 1
320.2
330

330. 1
330.2
331
333

333 1
334
335
336
339
340

340. 1
341
342
343
344
345

345. 1
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures gt improvements
Structures and Improve - Pumping
Structures and Improve - Water Trmnt
Collecting 8< Impounding Reservoirs
Lake, River, Canal intakes
Wells gt Springs
Infiltration Galleries
Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Pumping Equipment - Gas
Water Treatment Equipment

Water Treatment Plants
Sofution Chemical Feeders

Distribution Reservoirs & Standpipes
Storage Tanks
Pressure Tanks

Transmission & Distribution Mains
Services
Fire Taps
Meters
Hydrants
Backflow Prevention Devices
Other Plant 8 Misc Equipment
Office Furniture & Equipment
Computers & Software
Transportation Equipment
Stores Equipment
Tools, Shop 8 Garage Equipment
Laboratory Equipment
Power Operated Equipment
Power Operated Equipment . Backhoe
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

TOTALS

Community Water Company of Green Valley
Test Year Ended December it, 2014

Adjustments to Revenues and Expenses
Adjustment Number 1

Depreciation Expense

Adjusted
Original

Cost
47,863

244
170,589

19,123,697
4,696,522

332,174
1,600,133
2,031 ,665

2,011,637

3,289,327
118,494

4,440,527

2,013,049

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

30,695
141,261

Non-depr/
Fully Depr

Plant
(47,863)

(244)
(170,589)

(118,494)

Adjusted
Original

Cost

19,123,697
4,696,522

332,174
1,600,133
2,031,665

2,011,637

4,440,527

3,289,327

2,013,049

583,181
151,618
608,761
469,777

2,441
103,018
12,000

136,512
149,439
124,656

30,695
141,261

Proposed
Rates

0.00%
0.00%
0.00%
3.33%
3.33%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%

12.50%
12.50%
3.33%
3.33%

20.00%
2.22%

. 2.22%
5.00%
2.00%
3.33%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%
4.00%
5.00%

10.00%
5.00%
5.00%

10.00%
10.00%
10.00%

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation
Expense

38,898
10,113

121,752
93,955

98
5,151
1,200
6,826
7,472

12,466

382,474
156,394
11,061

133,291
40,633

411,166

147,870

44,658

67,035

1,022
4,704

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
38
39
40
41
42
43
44
45

$
12,938

42,402,220 $ (35,190) $
12,938

42,065,030 s
1 ,294

1,699,533

Gross CIAC Amory. Rate
Less: Amortization of Contributions

Gross Contributions $ 16,784,118 4.0403% $ (678,120)

CIAC Totals
Total Depreciation Expense

$ 16,784,118 $
$

(678,120)
1.021,412

46
47
48
49
50
51
52
53
54
55
56
57

Adjusted Test Year Depreciation Expense 1 ,026,384

Increase (decrease) in Depreciation Expense (4,971)
58
59

60
61
62

Adjustment to Revenues and/or Expenses $ (4,971)

SUPPORTING SCHEDULE
B-2, page 3



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

Propertv Taxes

Test Year
as adjusted

$ 3,482,749
2

6,965,497
3,482,749

10,448,246
3

3,482,749
2

6,965,497

Company
Recommended
$ 3,482,749

_2
6,965,497
4, 165, 1 oh

11 ,t30,603
3

3,710,201
2

7,420,402

$

46,755
6,918,742

18.0%
1,245,374
12.3538%
153,851 $

46,755
7,373,647

18.0%
1,327,256
12.3538%
163,966

Line

1
2

3
4

5

6
7

8

9
10

11

12

13

14

15'
16
17

18
19

20

21

22

23
24

DESCRIPTION
Company Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Company Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP (intentionally excluded)
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 .. Line 11)
Assessment Ratio
Assessment Value (Line 12 *Line 13)
Composite Property Tax Rate
Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Tax on Parcels
Total Property Taxes (Line 16 + Line 17)
Test Year Property Taxes
Adjustment to Test Year Property Taxes (Line 18 - Line 19)

$
$
$

'1853,851 .
156,279

(2,428)

Property Tax on Company Recommended Revenue (Line 16 + Line 17)
Company Test Year Adjusted Property Tax Expense (Line 18)
Increase in Property Tax Due to Increase in Revenue Requirement

$
$
$

163,966
153,851
10,116

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Increase in Property Tax Due to Increase in Revenue Requirement (Line 24)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27)

$
$

10,116
682,357

1.48245%



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 3

Exhibit
Rejoinder Scehdule C-2
Page 4
Witness: Bourassa

Rate Case Expense

Estimated Rate Case Expense $ 150,000

Estimated Amortization Period in Years 5

Annual Rate Case Expense $ 30,000

Adjusted Test Year Rate Case Expense $ 30,000

Increase(decrease) Rate Case Expense $

Adjustment to Revenue and/or Expense $

Line
No.
1
2
3
4
5
6
7
8
9
10
11

12
13

14
15
16
17
18
19
20

Reference
Testimony



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 4

ExhibiI
Rejoinder Scehdule C-2
Page 5
Witness: Bourassa

Other Revenue Reclassification

Other Revenues
Miscellaneous Revenues

$ (23,358)
23,358

Increase (decrease) in Revenues

Adjustment to Revenue and/or Expense $

Line

1
2
3
4
5
6
7
8
g

10

11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
Testimony
Staff Adjustment No. 2



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 5

Exhibit
Rejoinder Scehdule C-2
Page 6
Witness: Bourassa

Usaqe Normalization Revenue Adjustment

Line

M
1
2
3
4

$Declining Usage Adjustment per Rebuttal
Declining Usage Adjustment per Direct
Increase (decrease) in Revenues $

(158,729)
(94,433)
(64,296)

Purchased Power Normalization

Test Year Purchased Power Expense
Gallons Sold (in 1,000's)
Cost per 1,0000 gallons

$ 234,393
726,711
0.3225

Normalized Gallons Reduction (in 1,000's) per Rebuttal
Normalized Gallons Reduction (in 1 ,000's) per Direct
Increase (decrease) in Gallons Sold

(70,356)
_(42,167)
(28, 189)

Increase (decrease) in Purchased Power Expense s (9,091)

Chemicals Expense Normalization

Test Year Chemicals Expense
Gallons Sold (in 1,000's)
Cost per 1,0000 gallons

$ 35,815
726,711
0.0493

Normalized Gallons Reduction (in 1,000's) per Rebuttal
Normalized Gallons Reduction (in 1,000's) per Direct
Normalized Gallons Reduction (in 1,000's)

(70,356)
(42,167)
(28, 189)

Increase (decrease) in Chemicals Expense $ (1,390)

Adjustment to Revenue and/or Expense $ (53,815)

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
38
39
40

Reference
Testimony
Work papers

m



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 6

Exhibit
Rejoinder Scehdule C-2
Page 7
Witness: Bourassa

Salaries and Wases

Staff Recommended Salaries and W ages
Adjusted Salaries and Wages

$ 927,005
999,690

Increase (decrease) in Salaries and Wages $ (72,685)

Adjustment to Revenue and/or Expense $ (72,685)

Line

M
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Reference
Testimony
Staff Adjustment No. 3



Community Water Company of Green Valley
Test Year Ended December 31, 2001

Adjustment to Revenues and Expenses
Adjustment Number 7

Exhibit
Rejoinder Scehdule C-2
Page 8
Witness; Bourassa

Expense Reclassification

$Expense Reclassification from Miscellaneous Expense
Retirement Adjustment
Increase (decrease) in Employee Pension and Beneflts Expense $

124,576
36,001

160,577

$Remove Food and Entertainment from Misc. Expense
Reclass Profit Sharing expense from Misc. Expense
Reclass 401k Matching Expense from Misc. Expense.
Increase (decrease) in Employee Pension and Benefits Expense $

(5,545)
(87,871 )
(36,075)

(129,491)

Adjustment to Revenue and/or Expense 31,086

Line

1
2
3
4

5
6
7
8
9

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

Reference
Testimony
Staff Adjustment No. 4
Staff Adjustment No. 7

l l



I III ll

Community Water Company of Green Valley
Test Year Ended December 31, 2001

Adjustment to Revenues and Expenses
Adjustment Number 8

Exhibit
Rejoinder Scehdule C-2
Page 9
Witness: Bourassa

Repairs and Maintenance Expense

Revised Accrued Maintenance Expense
Adjusted Accrued Maintenance Expense

$ 67,000
55,886

Adjustment to Repairs and Maintenance $ 11314 .

Adjustment to Revenue and/or Expense $ 11,114

Line

M
1
2
3
4
5

6
7
8
g
10
11
12
13
14
15
16
17
18
19
20

Reference
Testimony
Work papers



Community W ater Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 9

Exhibit
Rejoinder Scehdule C-2
Page 10
Witness: Bourassa

Outside Services

Line

N i
1
2
3

Remove costs of Assistant to President $ (7,050)

Increase (decrease) to Outside Services $ (7,d5b).4

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

Adjustment to Revenue and/or Expense $ (7,050)



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 10

Exhibit
Rejoinder Scehdule C-2
Page 11
Witness: Bourassa

INTENTIONALLY LEFT BLANK

Line

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 11

Exhibit
Rejoinder Scehdule C-2
Page 12
Witness: Bourassa

INTENTIONALLY LEFT BLANK

Line
No,
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20



I l ll ll

Community Water Company of Green Valley
Test Year Ended December 31, 2014

Adjustment to Revenues and Expenses
Adjustment Number 12

Exhibit
Rejoinder Scehdule C-2
Page 13
Witness: Bourassa

INTENTIONALLY LEFT BLANK

Line

M
1
2
3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

II



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Computation of Gross Revenue Conversion Factor

Exhibit
Rejoinder Scehdule C-3
Page 1
Witness: Bourassa

Description
Combined Federal and State Effective Income Tax Rate

Percentage
of

Incremental
Gross

Revenues
0.000%

Property Taxes 1.482%

Total Tax Percentage 1.482%

Operating Income % : 100% - Tax Percentage 98.518%

1 Gross Revenue Conversion Factor
Operating Income % 1.0150

Line

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
38
39
40

SUPPORTING SCHEDULES:
C-3, page 2

RECAP SCHEDULESz.
A-1



Test Year
Total

Water
s 3,482,749

3,313,897
56760

s 3,482,749
3,313,897

56,760
s 112,092

00000/
$ 112,092

0.0000 /
s
s 112,092

$
s
s
s
s

s

112,092
$
s

$
$ s

Compaq I Recommended
Total

Water
$ 4,1s5,10s

3,313,897
56,760

s 4,165,106
3,313,897

56,750
$ 794,450

0.0000/
s 794,449

00000/
$
$ 794,450

s
5
s
s
$

s

$
s 794,449

s
s s

Water
3 7528678

0.7440 /
s 56,760

II

DOCKET no. WS-02676A-12-0196

Community Water Company of Green Valley
Test Year Ended December 31, 2014

Exhlbit
Rejoirlder Scehdule C-3
Page 2
Witness: Bourassa

GROSS REVENUE CONVERSION FACTOR

Line
No

(A) (B) (C) (D) IE] [Fl
Description

I
2
3
4
5
6

cafcufation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - LE]
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE - LE)
Revenue Conversion Factor {LI I L5}

100.00l]D%
0.000G° /o

100.0000-v4
14825%

98.5175%
1.015048

7

s

9

10

11

Cafcuratfon of UncoffectibieFactor:
Unity
Combined Federal and State Tax Rate (L17}

One Minus Combined Income Tax Rate (LE - LB )

Uncollectible Rate

Uncollectible Factor (LE ' L10 )

100.0000%
0.00000/0

100.0000%
0.0000%

0 0{J00%

12

13

14

15
16

17

1D0.0D00%
0.0000%

100.0000%
0.0000%
0.0000%

Calculation of Effective Tax Rare:

Operating Income Before Taxes (Arizona Taxable Income)

Arizona State Income Tax Rate

Federal Taxable Income (L12 - L13)
ApplicableFederal Income Tax Rate (L55 Col F)

Effective Federal Income Tax Rate (L14 x L15)

Combined Federal and State Income Tax Rate (L13 +L16) 00000%

100.0000%

0.000U%

10D.000{J%
1.482594

LB

19

20

21
22

23
1.4825%

Cafcufation of Effective Pronertv Tax Factor
Unity
Combined Federal and State Income Tax Rate (L17)

One Minus Combined Income Tax Rate (L18-L19)
Property Tax Factor

Effective Property Tax Factor (L20*L21)

Combined Federaland State Income Tax and Property Tax Rate (L17+L22) 1 .-4825"/<»

24

25

26

s
s

687,242

15__001

Required Operating Income

AdjustedTest Year Operating Income (Loss)

Required Increase in Operating Income [L24 - L25) s 672 v241

27
25
ZN

$
s

Income Taxes on Recommended Revenue (Col. (F), L52}
Income Taxes on Test Year Revenue (Cut. (C), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) s

$ 4,165.105
0.0000%

30

31

32
33

34

s
$

Recommended Revenue Requirement
Uncollectible Rate (Line 10)

Uncollectible Expense on Recommended Revenue (L24 ' L25)

Adjusted Test Year Uncollectible Expense

Required Increase in Rev enue to Provide for Uncollectible Exp. s

35

36
37

s
$

153,956
1531851

Property Tax with Recommended Revenue

Property Tax on Test Year Revenue
Increase in Property Tax Due to Increase in Revenue (L35-L36) s 10,116

38 Total Required Increase in Revenue (L26 + L29 + L37) $ 682,357

IA\ (Bl ac\ rm III [FI

CalcufaNon of Income Tax:
Revenue

Operating Expenses Excluding Ineorne Taxes

Synchronized interest (L47)

Arizona Taxable Income (L39 - L40 - L41)
Arizona State Effective Income Tax Rate (see work papers)

Arizona Income Tax (L42 x L43}

Federal Taxable Income (L42- L44)

39

40
41

42

43
44

45

45

47
48

49

50

51

52
53

54

Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second Income Bracket {$50,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75001 $100,000) @ 34%
Federal Tax on Fourth Income Bracket {$100,001 - $335000) @ 39%
Federal Tax on Fifth Income Bracket($335,001 -$10,000000) CG 34%

Total Federal Income Tax
Combined Federal and State Income Tax (L35 + L42)

00000%55
as
57

COMBINEDApplicable Federal Income Tax Rate [Col. [DL L53 - Col [A], L53 f [CoI. [D] L45 .. Col [A], L45]
WASTEWATER Applicable Federal Income Tax Rate [CoI [E], L53 - Col. [B} L53] I [CoI. [E] L45 - Col [ET], L45l
WATER Applicable Federal Income Tax Rate {Col {F] L53 - Col. [C] L53]I [CoI. [F] L45 - Col. {C} L45]

0.0000%
00000%

58
59
80

CelfcuiaNon of Interest Svnchromzarfon
Rate Base
Weighted Average Cost of Debt
Synchronized Interest {L59 X LSU)
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Community Water Company of Green Valley
Test Year Ended December 31. 2014

Cost of Preferred Stock

Exhibit
Rejoinder Scehdule D-3
Page 1
Witness: Bourassa

End of Test Year End of Protected Year

Description
of Issue

Shares
Outstanding Amount

Dividend
Requirement

Shares
Outstanding Amount

Dividend
Requirement

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING

Line
No,
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
38
39
40

suppo8Tln_g3 scH_EQ_uLEs;
E-1

RECAP SCHEDULEr._
D-1



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Cost of Common Equity

Exhibit
Rejoinder Scehdule D-4
Page 1
Witnessi Bourassa

Line
NO .

Not Applicable. The Company is proposing an operating margin approach.
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES:
E-1

RECAP SCHEDULES:
D-1

/
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Community Water Company of Green Valley
Changes in Representative Rate Schedules

Test Year Ended December 31, 2014

Exhibit
Rejoinder Scehdule H-3
Page 3
Witness: Bourassa

Present
Rates.

Proposed
Rates

$
$
$
$
$
$
$

25.00
35.00
25.00
35.00
35.00
50.00
20.00

$
$
$
$
8
$
$

25.00
35.00
25.00
35.00
35.00
50.00
20.00

(a) (3)

155.00 $ 155.00
255.00 $ 255.00
315.00 $ 315.00
525.00 $ 525.00

1,045.00 $ 1,045.00
1,890.00 $ 1,890.00
1,670.00 $ 1,670.00
2,545.00 $ 2,545.00
1,737.00 $ 1,737.00
3,645.00 $ 3,645.00
3,766.00 $ 3,766.00
6,920.00 $ 6,920.00

Cost Cost
Cost Cost
Cost Cost

6.00%** 6.00%**
(b) (b)
(b) (b)

$ 25.00 $ 25.00
$ 10.00 $ 10.00
$ 10.00 $ 10.00
1.5% per month 1.5% per month
1.5% per month 1.5% per month
$ 20.00 $ 20.00

Cost Cost
Cost Cost
Cost Cost

$
$
$
$
$
$
$
$
$
$
$
$

Line
No. Other Service Charges

1 Establishment
2 Establishment (After Hours)
3 Reconnection (Delinquent)
4 Reconnection (Delinquent) - After Hours
5 Call out charge (After hours/Saturday)
6 Call out charge (Sunday/Holiday)
7 Meter test (if Correct)
8 Deposit
9 Hydrant Meter Deposit:*
10 5/8 X 3/4 Inch
11 3/4 Inch
12 1 Inch
13 1 1/2 inch
14 2 Inch Turbine
15 2 Inch Compound
16 3 Inch Turbine
17 3 Inch Compound
18 4 Inch Turbine
19 4 Inch Compound
20 6 inch Turbine
21 6 Inch Compound
22 8 Inch
23 10 Inch
24 12 Inch
25 Deposit Interest
26 Reestabiishment (within 12 months)
27 Reestablishment (within 12 months after hours)
28 NSF Check
29 Meter Reread (if Correct)
30 After Hours Service Charge (per Rule R-14-2-403D)
31 Late Payment Penalty
32 Deferred Payment (R-01-2-409.G)
33 Moving meter at customer request (R-14-2-405(B))
34 Meter Tampering Charge
35 Meter Box - Cut Lock Charge
36 Payment via Visa Charge Card (cost up to 6%
37 service charge on bill paid)
38
39 Monthly Service Charge for Fire Sprinkler
40 Less than 6"
41 Less than 8"
42 Less than 10"
43 Less than 12"
44
45 * Shall be refunded entirely upon return of undamaged meter.
46 ** Per Commission Rule A.A.C. R-14-2-403(B)
47 (a) Residential - two times the average be. Non-residential- tvvo and one-half times the average bill
48 (b) Minimum charge times months off the system.
49
50
51
52

$

$

$

35

10.00
15.00
22.50
33.75

$
$
$
$

10.00
t5_00
22.50
33.75

IN ADDITION TO THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2~409D(5).



Community Water Company of Green Valley
Test Year Ended December 31, 2014

Meter and Service Line Charges

Exhibit
Rejoinder Scehdule H-3
Page 4
Witness: Bourassa

Line
No.

Refundable Meter and Service Ljp_e Chang_es_
1
2
3
4
5
6
7
8
g
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

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch Turbine
2 Inch Compound
3 Inch Turbine
3 Inch Compound
4 Inch Turbine
4 Inch Compound
6 inch Turbine
6 Inch Compound
8 Inch
10 Inch
12 Inch

Present
Service

Line
Charge

$ 445.00
445.00
495.00
550.00
830.00
830.00

1,045.00
1,165.00
1,490.00
1,670.00
2,210.00
2,330.00
Cost
Cost
Cost

$

Present
Meter
Install-
ation

Char_qe
155.00
225.00
315.00
525.00

1 ,045.00
1 ,890.00
1 ,670.00
2,545.00
1,737.00
3,645.00
3,766.00
6,920.00
Cost
Cost
Cost

Total
Present
Charge

$ 600.00
670.00
810.00

1 ,075.00
1,875.00
2,720.00
2,715.00
3,710.00
3,227.00
5,315.00
5,976.00
9,250.00
Cost
Cost
Cost

Proposed
Service

Line
Charge

$ 445.00
445.00
495.00
550.00
830.00
830.00

1,045.00
1,165.00
1,490.00
1,670.00
2,210.00
2,330.00
Cost
Cost
Cost

Proposed
Meter
Install-
ation

Charge
$ 155.00

225.00
315.00
525.00

1,045.00
1,890.00
1,570.00
2,545.00
1,737.00
3,645.00
3,766.00
6,920.00
Cost
Cost
Cost

Total
Proposed
Charge

$ 600.00
670.00
810.00

1,075.00
1,875.00
2,720.00
2,715.00
3,710.00
3,227.00
5,315.00
5,976.00
9,250.00
Cost
Cost
Cost
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