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EXECUTIVE SUMMARY
YARNELL WATER IMPROVEMENT ASSOCIATION, INC.

DOCKET no. W-02255A-16-0.53

Yarnell Water Improvement Association, Inc. ("Yarnell" or "Company") is a non-profit
Ar izona  Corpora t ion and a  Class  D public service corpora t ion serving potable water  to
approximately 486 customers in an area located near the Town of Congress, 30 miles southwest of
Prescott in Yavapai County, Arizona.

On Ma y 13, 2016, Ya rne ll Ble d a n a pplica tion for a  pe rma ne nt ra te  incre a se . Ame ndme nts
to the  a pplica tion we re  docke te d on Ma y 23, 24, a nd 25 of 2016. On J une  10, 2016, S ta ff Ble d a
le tte r de e ming the  a pplica tion sufficie nt.

Yarnell proposed operating revenue of $301,522 an increase of $87,731 or 41.04 percent,
over test year revenue of $213,785 to provide an $45,288 operating income on its proposed
$648,506 fair value rate base ("FVRB") which is its original cost rate base ("OCRB"). The Company
proposed rates result in a 15.00 percent operating margin and cash flow of $96,524 prior to debt
service and $66,506 after debt service. The Company's proposed rates would increase the typical
monthly bill for a 5/8 X 3/4-inch meter customer, with a median usage of 3,500 gallons, by $14.16
or 42.50 percent from $33.32 to $47.48.

S ta ff re comme nds  pe rma ne nt ra te s  tha t produce  tota l ope ra ting re ve nue  of $301,080, a n
incre a se  of $87,295, or 40.83 pe rce nt, ove r te s t ye a r re ve nue  of $213,785, to provide  a  a n ope ra ting
income  of $48,743 and a  16.19 pe rcent ope ra ting margin. S ta ff's  recommended ra te s  produce  a  ca sh
flow of $96,255 be fore  de bt s e rvice  a nd $66,507 a fte r de bt s e rvice . S ta ffs  re comme nde d ra te s
would incre a se  the  typica l monthly bill for a  5/8 X 3/4-inch me te r cus tome r, with a  me dia n usa ge  of
3,500 ga llons , by $14.16 or 42.50 pe rcent from $33.32 to $47.48.

S ta ff recommends:

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

In addit ion to collect ion of its  regular  ra te and charges,  the Yarnell Water
Improvement Association, Inc. may collect from its customers a proportionate share
of any privilege, sales or use tax, per Arizona Administrative Code ("A.A.C.") Rule
14-2-409 (D) (5) .

Directing the Yan ell Water Improvement Association to docket with the Arizona
Corporation Commission ("Commission") a schedule of its approved rates and
charges within 30 days after the date the Decision M this matter is issued.

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



Dire cting Ya rne ll Wa te r Improve me nt As s ocia tion, Inc. to cla s s ify pla nt ite ms
according to Na tiona l Associa tion of Regula tory Utility Commiss ioners  ("NARUC")
guidelines.

Authorizing the  deprecia tion ra tes shown in Exhibit 5 of the  Engineering Report.

Directing Yarnell Water Improvement Associa tion, Inc. to continue  its  service  meter
and fire  hydrant replacement program.

Directing Yarne ll Wa te r Improvement Associa tion, Inc. to continue  to monitor the
water loss in the system and repair all leaks when discovered. ,

Dire cting Ya rne ll Wa te r Improve me nt Associa tion, Inc. to continue  to coordina te
the  reading of its  well meter and active  customer service  meters on a  monthly basis
and report dies data  in its  Commission Annual Report going forward.

Dire cting Ya rne ll Wa te r Improve me nt Associa tion, Inc. to colle ct da ta  ne e de d to
accurately complete the Water Use Data Sheet form contained in the Annual Report.
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FACT SHEET

Company Statistics:

Current Rates: Decision No. 70698 effective February 1, 2009.

Typ e  o f Own e rs h ip : Non-profit Coope ra tion

Lo c a t io n : The  Com pa ny's  s e rv ice  a re a  is  loca te d  in  the  ne a r the  Town Congre s s ,  30  m ile s
southwe s t of the  City of P re scott in Ya va pa i County, Arizona .

Rates:

Ra te  Applica tion Docke te d: Ma y 13, 2016
Curre nt Te s t Ye a r Ende d: De ce mbe r 31, 2015
Applica tion Ame ndme nts  on Ma y 23, 24, a nd 25 of 2016
Applica tion Found S ufficie nt: J une  10, 2016

Current
Rates

Compa ny
P ropos e d

Rates

S ta ff
Re comme nde d

Rates
Monthly Minim um  Cha rge
(Ba s e d on a  5/8" X 3/4" me te r) $23.00 $32.20 $32.20

0 0 0

Commodity Cha rge :
Excess  of minimum, cha rge  pe r 1,000 ga llons:

0 to 3,000 Ga llons
3,001 to 7,000 Ga llons
7,001 to 50,000 Ga llons
Ove r 50,000 Ga llons

$ 3.60
0 4.10
3 5.75
$ 7.00

8 5.33
$ 5.83
$ 7.48
$ 8.73

$ 5.33
8 5.83
8 7.48
8 8.73

Bulk wa te r pe r 1,000 ga llons $10.00 $20.00 $20.00

Typical residential bi]1 based
On median usage of 3,500 gallons $33.32 $47.48 $47.48

Czfxto/71er.f:

Numbe r of cus tome rs  in the  prior te s t ye a r (12/31 I2006): 531

Number of cus tomers  in the  current te s t yea r (12/31 I2015) : 478

Gallons in Minimum

Current year customers Residential 5 /8 X 3/4 - inch meter: 432
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FACT SHEET (conT'D)

Seasonal customers: Approxima te ly one -third of cus tome rs  a re  se a sona l

Customer notification mailed Ma y 3, 2016

No. of cus tomer compla ints  J anua ry 1, 2013
to July 26, 2016: 3

Percentage of complaints to customer base: 0.62%
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S UMMAR Y O F  R AT E  F IL ING

The  te s t ye a r re s u lts ,  a s  a d jus te d  by the  Arizona  Corpora tion  Com m is s ion  ("ACC" or
"Corn ln is s ion") Utilitie s  Div is ion  ("S ta fF '),  fo r Ya rne ll W a te r Im prove m e nt As s oc ia tion ,  Inc .
("Ya rne ]l" or "Com pa ny") s how tota l ope ra ting re ve nue  of $213,785 a nd ope ra ting e xpe ns e s  of
$250,654 re s ulting in  a  $36,869 ope ra ting los s ,  to  provide  no m e a ningful ra te  of re turn  on the
$653,996 S ta ff-a djus te d  orig ina l cos t ra te  ba s e  ("OCRB"). S in c e  th e  C o m p a n y d id  n o t F ile
re cons truction cos t ne w informa tion, S ta ff re comme nds  re cognizing a  fa ir va lue  ra te  ba se  ("FVRB")
e qua l to the  OCRB.

The  Compa ny propose d re ve nue  of $301,522, is  shown on pa ge  P -19-1 of the  a pplica tion.
The  a mount re que s te d produce s  a n incre a se  of $87,737 or 41.04 pe rce nt ove r te s t ye a r re ve nue  of
$213,785 to  provide  a  $45,228 ope ra ting incom e  a nd a  15.00 pe rce nt ope ra ting m a rgin . The
Compa ny propos e d $648,506 for FVRB a nd OCRB. S ince  the  Compa ny is  a  non-profit e ntity a nd
chos e  to us e  a n ope ra ting ma rgin to de ve lop its  re ve nue  re quire me nt, S ta ff utilize d ca s h flow to
de te rmine  its  re ve nue  re quire me nt. The  Com pa ny's  propos e d ra te s  would incre a s e  the  typica l
monthly re s ide ntia l bill for a  5/8 X 3/4-inch me te r cus tome r, with a  me dia n usa ge  of 3,500 ga llons ,
by $14.16 or 42.50 pe rcent, from $33.32 to $47.48 (Schedule  MJ R-5).

S ta ff re comme nds  pe rma ne nt ra te s  tha t produce  tota l ope ra ting re ve nue  of $301,080, a n
incre a se  of $87,295 or 40.83 pe rce nt, ove r the  te s t ye a r re ve nue  of $213,785, to provide  a  $48,743
ope ra ting income  and a  16.19 pe rcent ope ra ting margin. Unde r S ta fFs  recommended ra te  de s ign for
pe rma ne nt ra te s , the  typica l monthly bill for a  5/8 X 3/4-inch me te r cus tome r with a  me dia n usa ge
of 3,500 ga llons  would increase  $14.16, or 42.50 pe rcent, from $33.32 to $47.48.

During  the  te s t ye a r e nde d  De ce m be r 31 ,  2015 ,  Ya rne ll re porte d  478  b ills  in  the  ra te
a pplica tion. Of the  tota l, 432 we re  re s ide ntia l cus tome rs  s e rve d by 5/8 X 3/4 inch me te rs ; 41 we re
comme rcia l cus tome rs  se rvice d by 5/8 X 3/4 inch me te rs ; 1 re s ide ntia l cus tome r wa s  se rve d by a  1-
inch me te r, a nd 4 comme rcia l cus tome rs  we re  s e rve d by 1-inch me te rs . The  Compa ny a ls o s e lls
bulk wa te r via  a  s tandpipe .

C O MP AN Y B AC K G R O U N D

Ya rne ll is  a  sma ll wa te r provide r, loca te d ne a r the  Town of Congre ss , 30 mile s  southwe s t of
the  City of P re scott M Ya va pa i County, Arizona . The  Compa ny wa s  forme d a s  a  re sult of De cis ion
No. 44085 is s ue d April 22 ,  1974. De c is ion  No.  44085  a llowe d  for the  conditiona l tra ns fe r o f
Ce rtifica te s  of Conve nie nce  a nd Ne ce s s ity ("CC&N") of Gle n Bla h Wa te r Com pa ny a nd Ya rne ll
Wa te r S ys te m to the  Ya n e ll Wa te r Improve me nt Associa tion.

Ya rne ll provide s  wa te r to the  unincorpora te d rura l a re a s  of the  communitie s  of Ya rne ll, Gle n
Bla h a nd pa rts  of P e e ple s  Va lle y a ll loca te d in Ya va pa i County. Ya rne ll is  a  not for-profit Arizona  C-
Corpora tion a nd a  Cla s s  D public s e rvice  corpora tion s e rving pota ble  wa te r to a pproxima te ly 486
cus tom e rs  in  Ya va pa i County. Curre nt ra te s  for the  wa te r s ys te m  we re  gra nte d in De cis ion No.
70698 dated January 20, 2009.
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Yarne ll's  bus iness  activitie s  a re  directed by its  Board. The  Board holds  monthly mee tings
and keeps minutes of the  meetings. The  Company currently has no employees and contracts  with
various individuals and service companies to perform services. The Company contracted during the
te s t yea r for se rvices  including: routine  wa te r ope ra tion ta sks , routine  adminis tra tive  ope ra tions ,
grant writing to obta in grand funds , a  ce rtified public accountant to review financia l s ta tements ,
custodial services, and rate application preparation and Blind.

Two e ve nts  a ffe cte d the  ope ra tion of the  Ya rne ll wa te r sys te m s ince  the  la s t ra te  ca se
Decision issued January 1, 2009, using a test year of 2006.

1) In the years 2009-2011 the Company used funds obtained via USDA loan for:
Repair and replacement of valves
Replacement of 67 fire  hydrants
Relining of storage tanks
Insta lla tion of an on-site  generator
Replacement of water lines
Replacement of the telemetry system

2) The Company experienced immediate and secondary fire damage to its water system
as a  result of the  Yarne ll Hill Wild Fire  in June  of 2013. A further result of the  fire  is
that there was a decrease in the number of customers connected to the system and a
consequent reduction in revenues.

Ya rne ll Ble d its  a pplica tion for a  pe rma ne nt ra te  incre a se  ("App]ica tion") on Ma y 13, 2016.
S ta ff deemed the  Company's  ra te  applica tion sufficient ]ume  10, 2016.

CONSUMER SERVICES

A re vie w of the  Cons um e r S e rvice  re cords  s howe d tha t for the  pe riod J a nua ry 1 ,  2013,
through J uly 26, 2016, 3 compla ints  were  filed aga inst the  Company:

2016

2015
2014
2013

Zero Complaint
Opinions: One Opinion opposed to the rate case
One Complaint (New Service)
Zero Complaints
Two Complains - (One Billing, One Rates and Tariffs)

All complaints have been resolved and closed.

A review of the  Company's  billing format indica tes  tha t it is  in compliance  with the  Arizona
Administra tive  Code ("A.A.C.") R14-2-409(B)(2)
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C O MP LIANC E  IS S UE S

The  Compa ny ha s  no de linque nt complia nce  ite ms  with the  ACC Utilitie s  Divis ion. The
Company is  current on its  property tax obligations.

E N G IN E E R IN G  AN AL YS IS

The Sta ff Engineer recommends tha t the  Company continue  to coordina te  reading its  well
me te rs  a nd a ctive  cus tome r se rvice  me te rs  on a  monthly ba s is  a nd re port this  da ta  in its  ACC
Annual Report and that Yarnell collect die  data  needed to accurate ly complete  the  Water Use Data
Sheet form contained in the  Annual Report.

Ya rne ll Wa te r ha s  a n a pprove d Ba ckflow P re ve ntion ta riff on file  with die  ACC.

The Company has an approved Curtailment tariff on File  with the ACC.

R AT E  B AS E

Staffs four rate base adjustments result in a net increase to time Company's proposed rate
base by $5,490 from $648,506 to $654,162, as shown in Schedule M]R-2, page 1. Details of Staffs
adjustments are explained below.

P la nt Adjus tm e nt - In a djus tm e nt A, S ta ff de cre a s e d pla nt in the  a m ount of $242,307 a s
s hown in S che dule  MJ R-2, pa ge  2. The  a djus tme nt is  furthe r broke n down into Adjus tme nt No. 1
the  2010 P roje ct a nd Adjus tme nt No. 2 Fire  Expe nse s . Both Adjus tme nts  we re  ne ce ssa ry to cla ss ify
the  p la n t in to  the  c o rre c t NARUC Un ifo rm  S ys te m  o f Ac c oun ts  ("US O A") c a te go rie s . The
pre vious  proce dure  cla s s ifie d e s se ntia lly a ll pla nt into two ca te gorie s : US O A 304 S truc ture  a nd

repre senta tion of the  P lant. In addition, tire  re cove ry expense s  we re  inappropria te ly capita lized.

Yarne ll ha s  made  extens ive  replacements  to its  plant s ince  the  la s t ra te  ca se  and the se
replacements were not reflected in the plant accounts.

In  Adjus tm e nt No .  1, S ta ff re vie we d contra ctors ' re que s ts  for pa yme nts  a nd cha nge  orde rs
for due  cons truction in 2009-2010 to guide  in die  re -cla s s ifica tion of pla nt. S ta ff a djus tme nts  re sult
in a  ne t de cre a se  to pla nt of $3,467. S ta ff re duce d 2009 pla nt by $4,954 for ope ra ting e xpe nse s  not
includa ble  in pla nt a nd the re  wa s  a n unre concile d incre a se  of $1,487 for 2010 pla nt a dditions . S ta ff
re -cla ss ifie d the  following US OA P la nt a ccounts :

Decrease
304 S tructure s  a nd Improve me nts
Othe r Ta ngible  P la nt

$715,390
3178.349

Increase
310 Power Generation Equipment $41,171
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311 Pumping Equipment
330.1 Storage Tanks
331 Transmiss ion & Distribution Mains
334 Meter and Meter Insta lla tion
335 Hydrants
446 Communication Equipment

$ 16,395
$115,391
$416,118
$ 13,488
$179,529
8108,180

In  Ad jus tm e n t No .  2 , S ta ff re -cla s s ihe d pla nt ba se d on the  invoice s  pre se nte d by Ya rne ll.
S ta ff re vie we d invoice s  include d in pla nt a ccounts  for the  2013-2015 ye a rs  a nd found tha t a  numbe r
of the se  re la te d to re pa irs  or consulting se rvice s  a s  a  re sult of the  Ere . The  ite ms  did not a dd to the
va lue  of the  pla nt, but we re  ne ce s s a ry to ke e p the  wa te r s ys te m ope ra tiona l. Ma ny of the  re pa irs
we re  ultima te ly pa id through contributions . S ta ff a djus tme nts  re s ult in a  ne t de cre a s e  to pla nt of
$238,840.

Staff adjusted the following USOA Plant accounts:

Decrease
311 Pumping Equipment
331 Transmission and Distribution Mains
348 Other Tangible  Plant

$ 52,069
$140,160
8 98,860

Increase
346 Communication Equipment $ 52,069

Accumula te d De pre cia tion - In a djus tme nt B, S ta ff de cre a se d Accumula te d De pre cia tion by
$95,075, from  $1,651,806 to  $1,556,731, a s  s hown in S che dule  M]R-2, pa ge  3. S ta ff a djus te d
a ccum ula te d de pre c ia tion to  conform  to a djus tm e nts  to  pla nt. S ta ff ca lcula te d a n a ccumula te d
de pre cia tion ba la nce  by a dding de pre cia tion e xpe ns e  for the  ye a rs  2007-2015 us ing a  ha lf-ye a r
conve ntion for Additions  a nd Re tire me nts , a nd subtra cting a ccumula te d de pre cia tion for re corde d
pla nt re tire me nts .

Contributions  in  Aid  of Cons truc tion  ("CIAC") - As  a  re s ult of the  J uly 2013 fire , Ya rne ll
re c e iv e d  n u m e ro u s  d o n a t io n s  wh ic h  th e  C o m p a n y re c o rd e d  a s  C o n t r ib u t io n s  in  Aid  o f
Cons truction. Howe ve r, be ca us e  the s e  dona tions  we re  us e d to pa y for fire -re la te d e xpe ns e s , the
dona tions  we re  not CIAC in the  tra ditiona l re gula tory a ccounting s e ns e  s o S ta ff re ve rs e d the s e
dona tions  out of CIAC which e ffe ctive ly incre a se d ra te  ba se . In a djus tme nt C S ta ff de cre a se d CIAC
in the  a moullt of $193,618, S ta ff a lso a djus te d a mortiza tion of CIAC to conform to the  a djus tme nts
to CIAC. S ta ff de cre a se d Amortiza tion of CIAC in the  a mount of $40,731. The  ne t incre a se  to ra te
base  as  a  result of this  adjustment is  $152,888.

Staff decreased CIAC for the  following amounts:

Accounting Services
IA1YX Cohanl

$ 150
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Fire Damage Assessment Report
(Legacy Foundation and Valentine Engineering)

$87,490

3  588Le ga l S e rvice s - CC&N
(S ne ll & Wilme r)
Repa irs  re la ted to fire
(Wa te r Indus try)

$104,790

Additiona l dona tions  a nd contributions  include d the  cos ts  for Me te rs , Hydra nts , the  Wa lnut
Ma in Line  Re pla ce me nt a nd a  S upe rvisory control a nd da ta  a cquis ition sys te m ("S CADA")a nd we re
provide d by:

The  Le ga cy Founda tion
Ya va pa i County Community Founda tion/Arizona  Community Founda tion
Ya rne ll Hill Re cove ry Group
P re scott S un Up Rota ry/Rota ry Inte rna tiona l
Don Fe lix Cons truction

Working Ca pita l - Adjus tm e nt to  working ca pita l a s  a  re s ult of S ta ff ope ra ting  e xpe ns e
a djus tme nts  we re  imma te ria l in re la tion to the  a mounts  includa ble  in pla nt, a nd S ta ff did not a djus t
ra te  base  for working capita l changes .

OPERATING INCOME

Staffs puree operating income adjustments decrease the Company's proposed total operating
expenses by $4,079 from $254,734 to 1£250,654, as shown in Schedule MJR-3, page 1. DetMs of
StafFs adjustments are discussed below.

Wa te r Te s ting -- Adjus tme nt A de cre a se s  wa te r te s ting e xpe nse s  by $1,541 to re fle ct S ta ffs
recommended amount of $2,286. S ee  Enginee ring Report.

De pre cia tion -
re fle ct a pplica tion of S ta ff's re comme nde d de pre cia tion ra te s  to S ta ffs  re comme nde d de pre cia ble
plant amounts , a s  shown in S chedule  M]R-3, page  3.

Adjus tme nt B de cre a se s  this  e xpe nse  by $3,514 from $51,026 to $47,512 to

- Adjus tme nt C incre a se s  this  e xpe nse  by $976 to re fle ct S ta ffs  a pplica tion of
th e  rn o d iie d  v e r s io n  o f t h e  Ar iz o n a  De p a r tm e n t  o f R e v e n u e ' s  ( "ADO R ")  p ro p e r ty  t a x
me thodology which the  Commiss ion has  consis tently adopted a s  shown in S chedule  MJ R-3, page  4.

P rope rty Ta x

REVENUE REQUIREMENT

S ta ff re comme nds  tota l ope ra ting re ve nue  from pe rma ne nt ra te s  of $301,080, a n incre a se  of
$87,295, or 40.83 pe rce nt, ove r the  te s t ye a r re ve nue  of $213,785. S ta ffs  re comme nde d re ve nue
prov ide s  a n  ope ra ting  incom e  of $48 ,743  a nd  a  16 .19  pe rce n t ope ra ting  m a rg in  a s  s hown in
S che dule  M]R-1. S ta ff did not de rive  the  re ve nue  re quire me nt by a pplying a  ra te  of re turn on ra te
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base because the Company is a non-profit entity and chose to use an operating margin to develop
the revenue requirement. Therefore, Staff utilized cash flow to develop its revenue requirement.
Staffs recommended revenue generates $96,255 cash flow prior to debt service and $66,507 after
debt service.

RATE DESIGN

S che dule  MJ R-4 pre s e nts  a  comple te  lis t of the  Compa ny's  pre s e nt, propos e d, a nd S ta ffs
recommended ra tes  and charges.

The present rate structure includes a monthly minimum charge dart increases by meter size.
There are currently two meter sizes for both residential and commercial customers. All customers
with 5/8 X 3/4-inch and 3/4-inch meters have an inverted four-tier commodity rate with break-over
points at 3,000 gallons, 7,000 and 50,000 gallons. The commodity rate for these meter sizes per
1,000 gallons is $3.60 up to 3,000 gallons, $4.10 for 3,000 to 7,000, $5.75 for 7,000 to 50,000 gallons
and $7.00 over 50,000 gallons. No gallons are included M the monthly minimum charge for any
meter size.

The  Com pa ny propos e s  a  ra te  s truc ture  tha t inc lude s  a  m onth ly m inim um  cha rge  tha t
incre a se s  by me te r s ize  a nd inve rte d four-tie r commodity ra te s  for a ll cus tome rs  with 5/8 X 3/4-inch
a nd 3/4-inch me te rs . The  Compa ny propos e s  to continue  with the  pre s e nt bre a k-ove r points  a nd
cha nge  the  commodity ra te s . The  Compa ny propos e d commodity ra te s  for the s e  me te r s ize s  pe r
1,000 ga llons  a re  $5.33 up to 3,000 ga llons ; $5.83 for 3,000 to 7,000 ga llons ; $7.48 for 7,000 to
50,000 ga llons ; a nd $8.73 for m ore  tha n 50,000 ga llons . No ga llons  a re  include d in the  m onthly
minimum cha rge  for a ny me te r s ize . The  Monda y minimum cha rge  would incre a se  from $23.00 to
$32.20. The  Com pa ny's  propos e d ra te s  would incre a s e  the  typica l re s ide ntia l bill with a  m e dia n
usage  of 3,500 ga llons by $14.16 from $33.32 to $47.48 (42.50 pe rcent).

S ta ff recommends a  ra te  s tructure  tha t includes  a  monthly minimum cha rge  tha t increases  by
m e te r s ize  a nd a n inve rte d four-tie r com m odity ra te  for a ll 5 /8  X 3/4-inch a nd 3/4-inch m e te rs .
S ta ff re c o m m e n d s  th a t  th e  C o m p a n y c o n tin u e  with  th e  p re s e n t  b re a k-o v e r p o in ts . S ta ff
re comme nds  a  commodity ra te  pe r 1,000 ga llons  of $5.33 up to 3,000 ga llons ; $5.83 for 3,000 to
7,000 ga llons ; $7.48 for 7,000 to 50,000 ga llons ; a nd $8.73 for more  tha n 50,000 ga llons . Unde r
S ta ffs  re comme nde d ra te  de s ign for pe rma ne nt ra te s  die  typica l monthly re s ide ntia l bill for a  5/8 x
3/4-inch m e te r cus tom e r with a  m e dia n us a ge  of 3 ,500 ga llons  would incre a s e  by $14.16, from
$33.32, to $47.48 (42.50 percent) (Schedule  MJR-5).

The  Compa ny propose s  incre a se s  to a ll its  se rvice  line  a nd me te r ins ta lla tion cha rge s . S ta ff
re comme nds  a lte rna tive  incre a s e s  to the  s e rvice  line  a nd me te r ins ta lla tion cha rge s , a s  s hown in
Schedule  MJR-4, page  2 and as  discussed in the  Engineering Report Section K.

The  Compa ny propos e s  incre a s ing the  Afte r Hours  s e rvice  cha rge  from $24 to $40. S ta ff
concurs  with the  increa se .
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The  Com pa ny propos e s  a n incre a s e  to  the  curre nt Non-S uffic ie nt Funds  ("NS F") Che ck
charge  from 1530 to $50. S ta ff recommends no increase .

The  Compa ny propose s  a n incre a se  of $8 to the  me te r re -re a d (if corre ct) from $12 to $20.
S ta ff concurs  with the  increase .

The  Com pa ny c urre n tly ha s  no  a pprove d  Moving  Cus tom e r Me te r Cha rge  (Cus tom e r
Re que s t). S ta ff re comme nds  Commiss ion mle  A.A.C. R14-2-405 (B-5) of a t cos t.

The  Com pa ny's  p re s e n t a nd  p ropos e d  Month ly S e rv ic e  Cha rge  fo r F ire  S prinkle rs  is
incorre ct in s ta ting: "100 pe rce nt of the  moodily minimum for a  compa ra ble  s ize d me te r conne ction
but no le s s  tha n $5 pe r month."

S ta ff re comme nds  this  be  corre cte d to re a d: "2  pe rc e n t o f the  m onda y m in im um  fo r a
compa ra ble  s ize d me te r conne ction but no le ss  tha n $10 pe r month".

REVENUES BY MINIMUM AND TIER

S ta ffs  ra te  de s ign ge ne ra te s  re ve nue s  of $298,445 from me te re d wa te r a nd bulk wa te r a s
shown be low lSchedule  MJR-6) .

$186,295 or 62.42% from minimum charges
$ 53,742 or 18.01°/o from 1st tier commodity charges
$24,789 or 8.31% from 2nd tier commodity charges
$26,958 or 9.03% from 3rd tier commodity charges
$6,660 or 2.23 % from 4th tier and bulk commodity charges

CASH FLOW ANALYSIS

The  Compa ny ha s  a n e xis ting Unite d S ta te s  De pa rtme nt of Agriculture  ("US DA") loa n with
a n a nnua l pa yme nt a mount of $29,748. S ta ff ca lcula te d ca s h flow be fore  a nd a fte r de bt s e rvice
(Schedule MJR-7) .

Staff recommends a cash flow from operations of $48,743. Additional cash How of $47,512
is prov ided by depreciation expense, a non-cash item, for total cash f low of  $96,255. Staff
recommended revenue results in a times interest earned ratio ("TIER") of 3.59. TIER measures the
Company's ability to cover interest from operating income. Staff recommended revenue results in a
Debt Service Coverage of 3.24. Debt Service Coverage measures the Company's ability to cover
principal and interest payments from cash flow. (Schedule M]R 7.0)

STAFF RECOMMENDATIONS

S ta ff recommends:

Approva l of S ta ffs  ra te s  and cha rges  a s  shown in S chedule  MJ R-4.
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In  a ddition  to  co lle ction  of its  re gula r ra te  a nd  cha rge s , the  Ya rne ll Wa te r
Improvement Associa tion, Inc. may collect from its  customers a  proportionate  share
of any privilege , sa les  or use  tax, pe r Arizona  Adminis tra tive  Code  ("A.A.C.") Rule
14-2-409 (D) (5) .

Dire c ting  the  Ya rne ll Wa te r Improve me n t As s oc ia tion  to  docke t wide  the
Commission a  schedule  of its  approved ra tes  and charges  within 30 days a fte r the
date the Decision in this matter is issued.

Directing Yarnell Water Improvement Associa tion, Inc., as a  compliance item M dies
case , to notify its  cus tomers  of the  authorized ra te s  and cha rges  approved in this
proceeding, and the ir e ffective  da te , in a  form acceptable  to S ta ff, by means of an
inse rt M its  ne xt re gula r sche dule d billing a nd to File  copie s  with Docke t Control
within 10 days of the date notice is sent to customers.

Dire cting Ya ine ll Wa te r Improve me nt As s ocia tion, Inc. to cla s s ify pla nt ite ms
according to Na tiona l Associa tion of Regula tory Utility Commiss ioners  ("NARUC")
guidelines.

Authorizing the  deprecia tion ra tes shown in Exhibit 5 of the  Engineering Report.

Directing Yarne ll Water Improvement Associa tion, Inc.to continue  its  se rvice  meter
and ire  hydrant replacement program.

Directing Yarne ll Wa te r Improvement Associa tion, Inc. to continue  to monitor the
water loss in the system and repair all leaks when discovered.

Dire cting Ya rne ll Wa te r Improve me nt Associa tion, Inc. to continue  to coordina te
the  reading of its  well meter and active  customer service  meters on a  monday basis
and report this  data  in its  Commission Annual Report going forward.

Dire cting Ya rne ll Wa te r Improve me nt Associa tion, Inc. to colle ct da ta  ne e de d to
accurately complete the Water Use Data Sheet form contained in the Annual Report.

ll!



C ompa n y

as

Filed

Sta ff

BS

Adjus te d

Company

as

Filed

Staff

as

Adjusted

$210,138$210,138

3,648 3,648

$297,431$297,874

3,648 3,648

$213,785 $213,785 $301,0803301,522

$190,879

47,512

(98)
12,36]

$192,420

51,026

(98)
11,385

$254,734 $250,654

$190,879

47,512

(98)
14,043

$192,420

51,026

(98)
12,945

$256,294 $252,337

(340,949) ($36,869) $48,743$45,228

$648,506 $654,162

N/M N/M

10,077 10,643

(19,671) (19,105)

N/M N/M

0.34 0.36

$648,506 $654,162

15.000 0 16.1900

96,254 96>256

66,506 66,507

3.33 3.59

3,24 3.24

Yarnell Water Improvement Association, Inc.
Docket No. w/-02255A-16-0153
Test Year Ended December 31, 2015

piv,
in:

g r

1"
SUMMARYQF FILING

. `.*.:

4.
.

Schedule MIR-1

P res ent Ra tes Proposed Rates

Revenues:

Metered \Voter Revenue

Unme te re d \W a te r Re ve nue

S urcha rge

Other V(/a te r Revenues

Tota l O pe ra ting  R e ve nue

O pe ra ting  Expe ns e s :

O pe ra tion  a nd  Ma in te na nc e

De p re c ia tion

Ta xe s  O the r tha n  P rope rty a nd  Inc ome

P rope rty Ta xe s

In c om e  Ta x

Tota l O pe ra ting  E xpe ns e

Operating Income/(Loss)

Rate Base

O p e ra tin g  Ma rg in

C a s h  F low P rior to De b t S e rvic e

C a s h  F low a fte r De bt S e rvic e

Times  Interes t Earned Ratio (HER)

Debt Service Coverage

El



Net Plant $1,246,716$1,393,948 (847>282)

$615,733Total De auctions $768,621 ($152,888)

$23,179 $23,179Total Additions $0

Rate Base $654,162$5,656$648,506



Yarnc ll Wate r Improvemen t As s oc ia tion , Inc .
Do cke t No . W-02255A-16-0153

Test Year l"11dcd December 31 2015

.so : E 7 xi ..4
lim

Schedule M.]R-?

Page 2 of 4

(or puny
Exhibit Page 15

Adj No. 1
2010 Project

Adj No. 2

l"ire l."xp<:nscs

Staff

Adjusted

$ s24,471

34,884

23,732

775,347

1,784

(715,390)

24,471

34>884

23,732

59,957

1,784

41,171

100,6101?6,284

41,171

16,395 (52>069)

No.

Line

1

2

3

4

5

6

7

8

9

10

4,908

73,038

4,908

73,038

151,423 115,391 266,814

416,118 (140,160)

11

12

13

14

15

16

17

18

19

20

21

1,129,068

2,976

136,268

67,081

205

40,299

5,291

4,543

12,220

13,488

179,529

1 ,-405,026

2,976

149,756

246,610

205

40,299

5,291

4,543

12,220

11,588 11,588

2 2

23

24

25

26

27

433

108,180 52,069

433

160,249

31,767

101 ,115

Name

Acct No Description

301 Organization

302 Franchises

303 Land & Land Rights

304 Structures 8: Improvements

307 Wells & Springs

310 Power Generation Equipment

311 Pumping Equipment

320 Water 'Treatment Equipment

320.1 Water Treatment Plant

320.2 Solution Chemical Feeders

330 Dist. Reservoirs & Standpipes

330.1 Storage Tanks

330.2 Pressure Tanks

331 Transmission & Distribution Mains

333 Services

334 Meters & Meter Installation

335 Ilydrants

336 Backflow Prevention Devices

339 Other Plant 8: Misc Equipment

340 Office Furniture & Equipment

340.1 Computers & Software

341 Transportation equipment

342 Stores Equipment

343 Tools, Shop, & Garage Equipt

344 Laboratory Equipment

345 Power Operated equipment

346 Communication Equipment

347 Miscellaneious Equipment

348 Other Tangible Plant

Rounding

31,767

378,144 (178,349) (98,680)

TOTALS $ 3,045,754 ($3,467) $ (238,840) $ 2,803,447

28

29

30

31

32

33

34

35

Exp lana tion  o f Ad jus tmen ts :

Ad ju s tmen t No  1:

36
37
38

Re-classifation to NARUC

plant accounts, plant added

during 2009-2011 Page Za of 4

Adjustment No 2'

39

Re-classifation to NARUC

plant accounts, plant added

during 2013-2015.

Remove non-capital

amounts from plant Page Cb of 4

S
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Ac c umula te d

Am ortiz a t ion  Am ortiz a t ion 'C IAC  AMO R T IZ AT IO N  AD ]U S T ME N T

DETAIL OF CIAC AD1USTED FROM PLANT TO FIRE RELATED EXPENSE

Staff
Recommended

Balance
Company
Proposed

Staff
Recommended

Expensed
3150

(87>490)

51,902
35,713
36>901
36,378

Accounting
Enginecnng Assn

Scads
Meter Replncemc
Motor Replacers

ut
Equlpment Repo

Legal Sacs CC&I'
Repair Sewlces

Repair Servlces
3 160>894

(588)
(600)

(89,879)
(64,911)

(193,618)83 $

150
87,490
51,902
35,713
36,901
36,378

588
600

39,879
64,911

354,512

Yarne ll Wate r Im prove m e nt As s ocia tion, Inc .
Docke t No. W-02255A-16-0153
Test Year Ended December 31 , 2015

»kg.,..
ii*

. .4 .

_ .

g:'=s*~
-.. M"E SS

I

Schedule M]R-2

Page 4 of 4

Compa ny

Exhibit P age  25 Adjustment

Staff

Adjusted

$ 3 3

533,000 533,000

354,512 (198l>,6l8) 160,894

1

2

3

4

5

6 Ye a r Contribute d:

7 2007

8 2008

9 2009

10 2010

11 2011

12 2012

13 2013

14 2014

15 2015

16  Tota l

17

3 887,512 8 (193,618) 3 693,894

$ 3 f
18

19
20
21
22
23
24
25
26
27
28

29
30

2007

2008

2009

2010

2011

2012

2013

2014

2015

6,536
15,956
15,464
15,055
17,141
20,486

6,536
22,492
37,956
53,011
70,152
90,637

31
32
33

34
35

36
37
38

39
40
41

42
43

44

45
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Yarnell Water Improvement Association, Inc.
Docket No. W-02255A-16-0153
Test Year Ended December 31, 2015
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Schedule My R-3
Page 2 of 5

44

45

46

47

48

49

50

51

WATER TESTING _ Per Company
Per Staff

353,827

2,286 (81,541)

To recognize the average on-going water testing expenses.

52

53

54

55

56

DEPRECIATION - Per Compa ny
Per Staff

$51,026

47,512 (353,514)

To decrease to Staff recommended depreciation
57

58

59

60

61

62

PROPERTY TAXES - per Company
Per Staff

$11,385
12,361 $976

3

2

1

A

B

C

.1

4 8



Yarnell Water Improvement Association, Inc.
Docket No. W-02255A-16-0153
Test Year Ended December31, 2015

Schedule MJR-3
Page 3 of 5

OPERATING INCOME ADJUSTMENT D . DEPRECIATION EXPENSE

[A]
COMP ANY
PROPOSED

[B]
STAFF

AD]US TMENTS

[C]
STAFF

R EC O MMENDED

[D] [E] [FI

LINE
NO. D E S C R I P TI O N

Depreciation Expense 51,026 $ (3,514) 47,512

1
100,610

AC C T

DESCRIPTION

Plant In Service

CompanyProposed

PLANT IN SERVICE

BALANCE

STAFF

P LA N T

BALANC E

Non-Depxeciable

Fully

Depreciated

Plant

ST AFF

D EPR.  PLA N T

BALANCE

STAFF

RECOMMENDED

RATE

ST AFF

R E C O M M E N D E D

E XP E N S E

$ s

s

$

s $24,471

34,884

23,732

775,347

1,784
s

24,471

34,884

23,732

59,612

1,784

345

0.00% $
0.00%
0.00%
3.33%
3.33%
5.00%

12.50%

11

Line

No.

1

2

3

4

5

6

7

8 136,284

24,471

34,884

23,732

59,957

1,784

41,171

100,610 82,445

41,171

18,165

;059
2,271

9

10

11

4,908

73,038

$

$

$

$

$

$

s

4,908

73,038

4,908

72,507 531 106

151,423 266>814 266,814 5,923

1,405,026 28,101

12

13

14

15

16

17

18

19

20

2,976

77,581 72,175

246,610

205

6,494

2,250

1,405

6,220

6,012

4,932

14

433

150

281

1,244

1,129,068

2,976

136,268

67,081

205

40,299

5,291

4,543

12,220

1,405,026

2,976

149,756

246,610

205

40,299

5,291

4,543

12,220

33,805

3,041

3,138

6,000

11,588

$

$

$

s

s

$

$

$

$

$

s

$

$

$

11,588 11,588 1,159

433 433

160,249

1,195

3.33%
20.00%
2.22%
2.22%
500%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%
5.00%

10.00%
5.00%

10.00%
10.00%
5 .00%
0.00%

43

16,025

60

301

302

303

304

307

310

311

320

320. 1

320.2

330

330.1

330.2

331

333

334

335

336

339

340

340. 1

341

342

343

344

345

346

347

348

31,767

378,144

433

160,249

31,767

101,115

30,572

101,115

$

s

$

it

s

s

$ 2,803,447

562,571

2,240,876

s 562,571 $ 2,240,876 $ 68,824

Organization

Franchises

Land & Land Rights

Structures & Improvements

\Vells & Springs

Power Generation Equipment

Pumping Equipment

Water Treatment Equipment

Water Treatment Plant

Solution Chemical Feeders

Dist. Reservoirs & Standpipes

Storage Tanks

Pressure Tanks

Transmission 84 Distribution Mains

Services

Meters & Meter Installation

Hydrants

Backflow Prevention Devices

Other Plant & Misc Equipment

Office Furniture & Equipment

Computers & Software

Transportation Equipment

Stores Equipment

Tools, Shop, & Garage Equipt

Laboratory Equipment

Power Operated Equipment

Communication Equipment

Miscellaneous Equipment

Other Tangible Plant

Rounding

Subtotal Plant in Service

Less; Non- depreciable Aeeount(s)

Depreciable Plant (L30»L5l) $

3,045,754

83,087

2,962,667 s

$ 693,894

3.0713%

s

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

Contnbutions~in»Aid-of~Construction (CIAC)
Weighted Average Depreciation/Amonjzation Rate

Less: Amortization of CIAC (L32. x L33)
Depreciation Expense - STAFF

$

21,311

47,512

Pro Fonda DepreciationExpense Calculation

$

$

38

39

40

41

42

43

44

45

46

47

48

49

50

Plant in Service

Less: Non-depreciable plant

Fully depreciated plant

Depreciable Plant

Times: Staff weighted average depreciation

Depreciation expense before amortization

Less: Amortization of CIAC

Test Year Depreciation - Staff

Depreciation expense - Company

Staff recommended adjustment $

2,805,447

83,087

479,484

2,240,876

3.0713%

68,824

21,311

47,512

51,026

(3,514)

Staff did not specify a particular

depreciation rate for this account in the

348 last rate case.



STAFF
R EC O MMENDED

LINE
NO. Prone Tax Calculation

S TAF F

AS  ADIUS TE D

Yarnell Water Improvement Association, Inc.
Docket No. W-02255A-16~0153
Test Year Ended December 31, 2015

Schedule MJR-3
Page Hof 5

OP ER ATING  INC OME ADJ US TMENT - P R OP ER TY TAXES
113][A]

$ 3

$

213,785

2

427,570

213,785

$

213,785

2

427,570

3

$

641,355

_3

213>785

- -  2

427,570

301,080

728,650

3

242,883

2

48,7663

425370

18.5%
79,100

15.62690/0
$

183,766

18.5%

89,867

15.62690/0

Staff Adjusted Test Year Revenues 2015
Weight Factor
Subtotal (Line 2 * Line 3)
Staff Adjusted Test Year Revenues - 2014
Staff Recommended Revenue, Per Schedule MJR»1
Subtotal (Line 3 + Line 4)
Number of Years
Three Year Average (Line 6 / Line 7)
Department of Revenue Mutilplier
Revenue Base Value (Line 8 * Line 9)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 10 + Line 11 - Line 12)
Assessment Ratio
Assessment Value (Line 13 * Line 14)
Composite Property Tax Rate (Company Property Tax Assessment Value)

Staff Proposed Property Tax Expense (Line 15 * Line 16)
Company Proposed Property Tax

35 12,361

11,385

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21 976

22
23
24

Staff Test Year Adjustment (Line 18-Line 19)

Property Tax .. Staff Recommended Revenue (Line 15 * Line 16)
Staff Test Year Adjusted Property Tax Expense (Line 18)
Increase/ (Decrease) to Property Tax Expense

$

$

s

14,043

12,361

1,682

Increase/ (Decrease) to Property Tax Expense
Increase in Revenue Requirement
Increase/ (Decrease) to Property Tax per Dollar Increase in Revenue (L§ne26/Line 27)

$ 1,682

87,295

1.9273130/0

25

26

27

28

29

30

31

32

33

34

35

36

37

References :
Col [A]: Compa ny
Col [B]: S ta ff Re port



Ya rne ll Wa te r Improve me nt As s oc ia tion, Inc .

Do c ke t No . \V~02255A-16~0153

Te s t Ye a r Ende d De ce mbe r 31, 2015

Schedule MJR-3

Page 5 of 5

Gross Revenue Conversion Factor Non-Profit

(A) (B) (C)L I N E

N O DE S C R IP TIO N

Calm/ation ofGmr: Revenue Conversion Fodor

Revenue

Uncollectible Factor (Line 14)

Revenues (L1 - L2)

Combined Federal and State Income Tax and Property Tax Rate (Line 30)

Subtotal (LE - LE)

Revenue Conversion Factor (Ll / LS)

100.0000%

0.0000%

100.00000/,

1.9273%

98.0727%

1 .019652

Cal¢'14laW0nof Unmllzflihle Fatter

Unity

Combined Federal and State Tax Rate (Line 22)

One Minus Combined Income Tax Rate (L11 - L12 )

Uncollectible Rate

Uncollectible Factor (LE * L10 )

100.0000%

0.00%

100.00%

0,0000%

0.0000%

100.0000%

0.0000%

100.0000%

00000%

0.0000%

Culrulalian qfQ%diw Tax Rate:

Operating Income Before Taxes (Arizona Taxable Income)

Arizona State Income Tax Rate

Federal Taxable Income (L17 L18)

Applicable Federal Income Tax Rate (Line 72)

Effective Federal Income Tax Rate (L19 x L20l

Combined Federal and State Income Tax Rate (L18 +L21) 0.00%

100.00%

0.00%

100.00%

193%

193%

Calculation of Effective Property Tax Factor

Uni ty

Combined Federal and Site Income Tax Rate (L22)

One Minus Combined Income Tax Rate (LZ5-L26l

Property Tax Factor (MJR-W17, L27)

Effective Property Tax Factor (L27*L28)

Combined Federal and State Income Tax and Property Tax Rate (L22+L2*)l 1 .93%

s

$

48,743

(36,869)
Required Operating Income (Schedule Suinmazy Schedule M]R-1)

AdiustedTest Year Operating Income (Loss) (Schedule M]R-1)

Required Increase in Operating Income (L33 - L34) 8 85,612 mjr-1

s

15

Income Taxes on Recommended Revenue (CoL C, L65)

Income Taxes on Test Year Revenue (Col A, L65)

Required Increase in Revenue to Provide for Income Taxes (L37 - L38) 3

s 301,080

0.0000%

s

$

s

s

$

14,043

12,?61

Recommended Revenue Requirement (Schedule MjR- 1)

Uncollecuble Rate (Line 13)

Uncollectible Expense on RecommendedRevenue (LAI * IA)

Adjusted Test Year Uncollectible Expense

Required Increzwe in Revenue to Provide for Uncollectible EXP (L45 - LAS)

Property Tax with Recommended Revenue (ScheduleC-Prop Taxes L19)

Property Tax on Test Year Revenue (Schedule C-Prop Taxes L20)

Increase in Property Tax Due to Increase in Revenue (LA6-47) s 1,682

$

s

s

$

Ii

Te s tYe a .r

213,785 8

238,293 s

87,295 Staff

Recommended

87,294 $

- a

it

8

301,079

258,293

(24,508)

000%

62,785

0.00%

(24,508)

(3,676)

62,785

7,500

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

46

47

48

49

50

51

52

53

54

55

56

57

58

59

60

61

62

63

64
65

66

Total Required Increase in Revenue (L35 + L39 + IS + IS)

Cal¢14/ation a7'In¢vr/ze Tam

Revenue (Schedule M]R-1)

Operating Expenses Excluding Income Taxes

Synchronized Interest

Arizona Taxable Income (L52 - L53 - L54)

Arizona State Income Tax Rate

Arizona Income Tax (L36 x L37)

Federal Taxable Income (L55 - L57)

Federal Tax on First Income Bracket (81 - $50,000) @ 15%

Federal Tm( on Second Income Bracket ($50,001 » $75,000) @25%

Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%

Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%

Federal Tax on Fifth Income Bracket ($335,001 »$10,000,000) @34%
Tod Federal Income Tax
Combined Federal and State Income Tax (L57 + L64)

$

$

8

$

$

8

$
$
8

s

s

as

$

8

$

15
8

s

3,196



Yzarncll Water Improvement Association, Inc.

Docket No. W-02255A-I6-0153

Test Year Ended December 31, 201.5

Fee.
I v - .. . . I
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Schedule MjR -I

Page 1 of 2

Present l'rr>poscd Rams

Mnnlhlv Lfsagc Cllargc

5/8" x 3/4°' Meier
3/4" Leret

1" Mclcr
1'5" Melvr

2" Meter
3" Meter
4" Meter
6" Menr

R;1les

$*3.IH1

85 UP

42 00

84.00

l4{J.( lll

3(>8.l!U

5?5 (10

l , l50 UP

Company

S3220
4900
5880

117.00
196.00
515.20
80500

1,610.00

s

Staff

3220
4900
58.80

117.60
196 (IO

51520
805.00

L610.00

Srandpipe/Bulk par 1,000 Gallons 10.00 N/ 'T 20 00

(gallons Included Lrl Mlmmum
0 0 0

§̀_Qln1nmdlw Rate_cha[g¢:

5/'8"x 3/4" reeve

Tier 1
Tlcr 2
Tier 3

Tier 4

From U ro 3,000 gallons
lrom 8,001 ro 7,000 gallons
From 7>000 to 50,000gallons
Over 50,000 gallons

3 (10
4.10

5.75
1.00

5.33
5.33
7 48
873

533
583
748

873

5/4" Meier

Tsar 1
Tier 2
l.ler 3
.l.l<:r 4

From (J ro 3,000 gzllluns
l~rom 3001 to ?,(IH(¥ gallons
From 7,000 to 50_u0{a gallons

Over 50,000 g:1llons

3.60
4 10

5.75
't 00

5 33
5.83
'I 48

5 33
5.83
748

873

I " Meier

fruit

Iwr 1

.l.Ier 2

Tier 3

From 0 ro *5,000 gallons
I-rom 25,1101 to 50,000 gallons
Over 8l]_0{]0

4 10
525
7 00

5.83
T 48
8' /3

5 83
' /48

873

I r ." Merm

l.1¢:r 1
l.1e:r 2

Tier 3

From 0 lo 25,000 gallons
From 25,001 to 50,000 gallons

Over 50,000

410
575
T 00

5.88
T 48

8.73

5.83
7.48
8.73

2".'Ue!ef
Tncr 1
TIC: 2
.l1cr 3

From 0 to 25,000 glllrans
From "5001 to 5(l,00(ll gallons

Over 50,000

4 10

5.75
100

5.83
148

3.83
7 48
8 73

3"3s1'£r.er
Tl(r 1
Tier '>
Tier 3

From U ro 25,000 gallons
From 25,001 ro 50000 gallons
Over 50,000

4.10
515
7.00

583
748
873

583
T 48
8?3

4" .Uercr

Tier I

Tier fn

Tncr 3

From U to 25,{l(}{J gnllonb
From 25,001 to 50.000 gallons
Over 50,000

410
5 T5
700

5.83
748

873

5.83
7.48
8.73

6"Me!er

Tier I
Tier 2
.l.1er 3

From U ro *8~,000 gallons
From 25,001 to 50,000 gallons

Over 50,000

4.10

575
T00

5.83
148

5.83
148

8 73

I
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Service line and Mcncr Charges

*
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3/4 inch Mclcr
l" Mere:

1'/:" !\1crcr
2" Meter '*

3" Meter H
4" Aicrcr **
G" Mere: "

Over 6-unch

I

Notes.
* "Ar Cost" pricing will apply if msrallauun requires the use of heavy equimpmenr such as a backhoe or nnvdvcs crossnngan mlplloved road.

"Al Cost" pricing will apply for mere: sizes :we inches and larger.
Service Line and Mere: Installation Charges (Refundable pursuant lo A A.C. R14-2-405)

Prcscnl Cornpanv

Semcc Charges
I-lstalrlnshmcnt
Recomccuon (D<linquenr}

S48 au
4800

348.00
4800

$4800
48.00

36 00
81 00

36 00
84.00

3600
8490

* * |

14

30.00
N/ . l

1100

3000
1 5o°»1,
20.00
1 500g
40.00

AI Cost

Meter Test (I f Correct)
Deposit
Deposit Interest
Re-l".st.tlwltshmcnt (WIdmin 12 Months)
NSF Check
Deferred Payment
Meter Re-Read (If Correct)
Late Fee
After Hours 5cn'it:e Charge
Moving Cstomet Meter (Custaner Request)

24.00
n / . r

50.00
I .5U° 1»
20 00
1 .501
40 00
N / T

Road Icmur Fee C057 cost cost

NT : No Tari ff

xi i *

u.. * * * * ...|
4 * * * 9 * * * ~lll

>l*ll » x

Mondmlv Semce Charge for Fire Sprnnkicr
4" or Smaller
6"
8"

10"
Larger than 10" l1*I

" Per (.§omn1:ssion Rule A.A.C R-14-2-403(B)
* ' Nu;mber of months off system Ilrncs the mond1l§r minimum par Commission mlc A A C. R- 14-2-403(D)

°" I 5% of the unpaid balance.

* percent of monthly minimum for a compaarahle sized meter connection, but no less than $10 per month The service charge tr fire sprinklers is orllv applicable r?>r service Inner separate and dusrmcl from primary
water seravace line s separate and dl$lll"!Cl from pnmarv vvalcr service line.
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Pres ent Compa ny P ropos e d

Consumption Ra te s IncreaseRates IncreaseRates

2,866

3,500

Yarnell Water Improvement Association, Inc.

Docket No. W-02255A-16-0153

Test Year Ended December 31, 2015

Schedule M]R~5

Ty p ic a l Bill Ana lys is

Ge ne ra l S e rvice  5/8 x 3/4-Inch Me te r

Compa ny P ropos e Ga llons

Present

Rates

P ropos e d

Rates

Dolla r

Increa s e

P e rce nt

Increas e

Ave ra ge Us age 2,866 35.85 51.11 $15.26 42.57%

Median Us age 3,500 33.32 47.48 $14.16 42.50%

Sta ff Re comme nde d

Average  Us age 2,866 $35.85 51.11 $15.26 42.57%

Me dia n Us a ge 3,500 $33.32 47.48 $14.16 42.50%

Present & Proposed Rates (Without Taxesl

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

Gallons
I

1,000

2,000

40.00%

41 .09%
41 .92%

42.50%

42.57%

40.00%

41 .09%

41 .92%

42.50%

42.57%

42.53%

42.50%

42.47%

41 .77%

40.63%

39.69%

38.90%

38.24%

37.66%

37.17%

36.73%

36.34%

36.00%

35.69%

35.42%

35.17%

34.94%

34.73%

33.91%

33.33%

32.91 %

32.58%

32.32%

3192%

29.31 %

28.09%

4,500

5,500

6,500

7,500

8,500

9,500

10,500

11,500

12,500

13,500

14,500

15,500

16,500

17,500

18,500

19,500

20,500
21,500

26,500

31,500

36,500

41,500

46,500

51,500

76,500

101,500

$23.00

$26.60
$30.20

$33.32

$35.85

$39.95

$44.05

$48.15

$53.08

$58.83

$64.58

$70.33

$76.08

$81.83

$87.58

$93.33

$99.08

$104.83
$110.58

$116.33

$122.08

$127.83

$133.58

$162.33

$191.08

$219.83

3248558

$277.33

$307.95

$482.95

$657.95

$32.20

$37.53

$42.86

$47.48

$51.11

$56.94

$62.77

$68.60

$75.25

$82.73

$90.21

$97.69

$105.17

$112.65

$120.13

$127.61

$135.09

$142.57

$150.05

$157.53

$165.01

$172.49

$179.97

$217.37

$254.77

$292.17

$329.57

3366.97

$406.25

31624550

$842.75

42.53%

42.50%

42.47%

41 .77°/0
40.63%

39.69%

38.90%

38.24%

37.66%

37.17%

36.73%

36.34%

36.00%

35.69%

35.42%

35. 17%

34.94%

34.73%

33.91 %

33.33%

32.91 %

32.58%

32_32%

31 .92%

29.31%

28.09%

$32.20

$37.53
$42.86

$47.48

$51.11

$56.94

$62.77

$68.60

$75.25

$82.73

$90.21

$97.69

$105.17

$112.65

$120.13

$127.61

$135.09

$142.57

$150.05

$157.53

$165.01

$172.49

$179.97

$217.37

$254.77

$292.17

$329.57

$366.97

$406.25

$624.50

$842.75



Total
Revenues

Subtotal All
Tiers

Revenues in
Minimum

$ 166,828
15,939

706
2,822

$$$ $ 17,832
8,901

1 ,048
803

48,636
5,106

224

18,773
3,755

105
2,157 349

4,460

$
$
$
S
$

$
$
$
$
$

86,289
18,565

105
2,731
4,460

253,117
34,504

811
5,553
4,460

186,295$ 26,958 $ 6,66024,789 $
go

33,742 is 112,149 $ 298,445
§'

2.23%62.42% 9.03%8.31%18.01% 37.58% 100.00%

I I

Yarnell Water Improvement Association, Inc.

Docket No. W-02255A-16-0153

Test Year Ended December 31, 2015

Schedule MJR-6

STAFF RECOMMENDED REVENUES BY TIER

1st Tier
Revenues

2nd Tier
Revenues

3rd Tier
Revenues

4th Tier
Revenues

5/8" Res
5/8 x 3/4"Comm
1" Res.
1" Comm.
Bulk
Subtotal
Per cent of Total Revenue
Revenue Requirement
Generated more/(less)

$
$

297,432
1,013

00339%



Yarncll Water Improvement Association, Inc.
Docket No. W-02255A-16-0153
Tcsr Year Ended Dcccmbcr 31, 2015
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Schedule MJR-7

r»

Company

Proposed

Staff

Recommended
Line

No.

Cash Inflows

461 Metered Water Revenue

474 Other Water Revenues

Total Revenue

1
$297,874

3,648

301,522

$297,432

3,648

301,080
2

3

Cash Outflows

4
5
6
7
8
9
10
11
12

12,678

1,272

5,081

5,723

137,483

3,827

12,678

1,272

5,081

5,723

137,483

2,286

13
14

786

13,215

786

13,215

5,000

7,355

51 ,026

(98)
12,945

5,000

7,355

47,512

(98l
14,043

15
16
17
18
19
20
21
22

601 Salaries and Wages
610 Purchased Water
615 Purchased Power
618 Chemicals
620 Repairs and Maintenance
621 Office Supplies & Expense
630 Outside Services
635 Water Testing
427.2 Customer Security Deposit Interest
641 Rents
650 Transportation Expenses
657 Insurance - General Liability
659 Insurance - I-Iealth and I,ife
666 Rate Case Expense
675 Miscellaneous Expense
403 Depreciation Expense
408 Taxes Other Than Income
408.11 Property Taxes
409 Income Tax
Total Expenses 253,294. 252,337

23 Operating Income 45,228 48,743

Plus: Depreciation Expense

Less: Loan Payment Interest

Less: Loan Payment Principal

AIAC Refunds

Page  23

51,026

13,581

16,167

47,512

13,581

16,167

24

25

26

27

28 Cash Flow from Operations 66,506 66,507

29

30 Cash Flow from Operations a&er USDA Loan 66,506 66,507

Operating Income 45,228 48,743

Times Interest Earned Ratio ("TIER") 3.33 3.59

Debt Service Coverage ("DSC")

1.

3.24 3.24
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Engineering Report
Yan ell Water Improvement
Association
By Dorothy Hains, P. E.
Docket No. W-02255A-16-0153 (Rates)

1 August 24, 2016

EXECUTIVE S UMMARY

Recommendations :

1 . S ta ff re comme nds  tha t Ya rne ll Wa te r Improve me nt As s ocia tion ("Ya rne ll" or "Compa ny")
use de pre cia tion ra tes b y individua l Na tiona l Associa tion o f R e g u la to ry Utility

Exhibit 5 for a  discuss ion and a  tabula tion of the  recommended ra te s .)

2. S ta ff re comme nds  a pprova l of the  me te r a nd s e rvice  line  ins ta lla tion cha rge s  lis te d in the
right-ha nd columns  of Ta ble  4. S e e  pK of re port for discuss ion a nd de ta ils .)

3. W a te r te s tin g  e xp e n s e s  a re  b a s e d  u p o n  p a rtic ip a tio n  in  th e  Ariz o n a  De p a rtm e n t o f
E n v iro n m e n ta l Q u a lity ("ADE Q ") Mo n ito rin g  As s is ta n c e  P ro g ra m . Annua l te s ting
expenses should be  adjusted to $2,286. (See iI a nd Ta ble  3 for discuss ion a nd de ta ils .)

The  Compa ny e xpe rie nce d 15 pe rce nt wa te r loss  in 2006 a nd re porte d the  re sults  in its  2007
ra te  a pplica tion. In the  2007 ra te  ca s e , the  Compa ny propos e d to imple me nt its  S e rvice
Me te rs  a nd Fire  Hydra nts  Re pla ce me nt P rogra m. It a ppe a rs  dirt this  progra m is  a  pos itive
wa te r re duction tool for the  Com pa ny. S ta ff re comme nds  tha t the  Compa ny continue  this
progra m  to m a inta in  the  wa te r los s  be low 10 pe rce nt.  S ta ff Mthe r re com m e nds  tha t the
Compa ny coordina te  the  re a ding of its  we ll me te rs  a nd a ctive  cus tome r se rvice  me te rs  on a
monthly ba s is  a nd re port this  da ta  in its  Commiss ion Annua l Re ports  ("AR") going forwa rd.
S ta ff furrie r re com m e nds  tha t the  Com pa ny s ha ll colle c t the  da ta  ne e de d to  a ccura te ly
comple te  the  Wa te r Use  Da ta  S he e t form conta ine d M the  AR.  S ta ff furthe r re comme nds
dirt die  Compa ny continue  to monitor the  wa te r loss  in the  sys te m a nd re pa ir a ll le a ks  whe n
discovered and loca ted as  soon as  possible . (See  aD for discussion and de ta ils .)

Conclusions :

A che ck of the  Arizona  Corpora tion Com m is s ion ("ACC" or "Colnm is s ion") Com plia nce
Section da tabase  indica ted tha t the  Company had no de linquencies .

4.

2.

1 .

The  Compa ny is  in complia nce  with ADEQ wa te r qua lity s ta nda rds  a nd is  de live ring wa te r
tha t m e e ts  wa te r qua lity s ta nda rds  re quire d  by Arizona  Adm inis tra tive  Code ,  Title  18 ,
Chapte r 4. (S ee  oF of report for discuss ion and de ta ils .)



3. Yan e ll is  not loca ted in an Active  Management Area  l"AMA"l and ADWR has  de te rmined
tha t Yarne ll Wate r Improvement Associa tion is  currently in compliance  with departmenta l
requirements  gove rning wa te r provide rs  and/or community wa te r sys tems . (S e e  kG of
report for discussion and detai1s.l

4. Sta ff concludes tha t the  Company has  adequa te  production and s torage  capacitie s  to se rve  its
e idstring customers. (See  aC of report for discussion and de ta ils .l
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ADW R No . Ye a r
Drilled

Cas ing
S ize

(inches

)

Well
De pth

(ft)

Well
Meter
Size

(inches

Pump

(HP)

P ump
Yield

(GP M)

Location

55 616736 (Well #2) 1974 12.75 .160 3 7% 120 In  P e e ls  Va lle y, AZ ne a r
in te rs e ction  of S orre lls  Rd

a n d HWY 8 9

55 616737 (Well #3) 1974 16 200 3 71/2 120 In  P e e ls  Va lle y, AZ ne a r
in te rs e ction  of S orre lls  Rd

a n d HW Y 8 9

Yarnell Water Improvement Associa tion, Inc.
Docket No. W-02255A-16-0153
Page 1

A. P URP OS E OF REP ORT

This  re port wa s  pre pa re d in re sponse  to the  a pplica tion of Ya nie ll Wa te r Improve me nt
Associa tion, Inc. ("Ya rne ll" or "Compa ny") be fore  the  Arizona  Corpora tion Commiss ion ("ACC"
or "Commission") for a  ra te  increase . An inspection and evaluation of the  Company's  water system
was conducted by Dorothy Ha irs , Utilitie s  Divis ion S ta ff ("S ta ff") Enginee r accompanied by Mary
Rimback, S ta ff Public Utilitie s  Ana lyst; Pa t Carpente r, a  Certified Opera tor who is  employed by A
Quality Water Co. ("AQ\W") which is  contracted to opera te  and manage  the  Yarnell water system;
Fle tch W/ile s , on-s ite  Fie ld Technician (AQW e mploye e ); a nd Trish Edwa rds , Se cre ta ry of the
Yarnell Board of Directors, on June 29, 2016.

B. LO CATIO N O F S YS TE M

Th e  C o m p a n y is  lo c a t e d  n e a r  t h e  To wn  o f C o n g re s s ,  3 0  m ile s  s o u th we s t  o f t h e  C ity  o f

P re s c o t t  in  Ya va p a i C o u n ty. At ta c h e d  E xh ib it s  1  a n d  2  d e ta il th e  lo c a t io n  o f th e  s e rvic e  a re a  in

re la t io n  to  o th e r  C o m m is s io n -re g u la te d  c o m p a n ie s  in  Ya va p a i C o u n ty a n d  in  th e  im m e d ia te  a re a .

Th e  C o m p a n y s e rve s  a n  a re a  a p p ro xim a te ly  five  s q u a re  m ile s  in  s iz e  th a t  in c lu d e s  a  p o r t io n  o f

S e c t io n s  1 2 ,  1 4  a n d  1 5 ,  o f To wn s h ip  1 0  No r th ,  R a n g e  5  W e s t ,  a n d  S e c t io n s  1 ,  2 ,  1 0  a n d  1 1  o f

To wn s h ip  1 0  No rth ,  R a n g e  5  W e s t .

c. DE S CRIP TION OF S YS TE M

~lj/J/em Demrzbtion

Th e  C o m p a n y o wn s  a n d  o p e ra te s  a  wa te r  s ys te m  th a t  c o n s is ts  o f two  we lls ,  fo u r  s to ra g e

ta n ks ,  a  b o o s te r p u m p  s ta tio n ,  p re s s u re  re lie f va lve s ,  o n e  s ta n d p ip e  a n d  a  d is trib u tio n  s ys te m .  Th e

s ys te m  a ls o  is  e q u ip p e d  with  b e lc h  d is in fe c tio n  u n its  a n d  a  s u p e rvis o ry c o n tro l a n d  d a ta  a c q u is itio n

("S C ADA") c o m m u n ic a t io n  s ys te m .  Th e  we lls  a re  lo c a te d  o n  th e  s a m e  lo t .  Th e  we ll s ite  c o n ta in s

two  we lls ,  o n e  4 0 ,0 0 0  g a llo n  s te e l s to ra g e  ta n k,  o n e  1 5 ,0 0 0  g a llo n  p o ly s to ra g e  ta n k a n d  a n  o n -s ite

ge ne ra to r. Th e  C o m p a n y s e rve d  a p p ro xim a te ly 4 9 0  m e te re d  c u s to m e rs  d u r in g  th e  te s t  ye a r ,  th e

m a jo rity o f wh ic h  a re  re s id e n tia l.  E xh ib it  3  is  a  s c h e m a tic  d ra win g  o f d ie  wa te r  s ys te m .  A d e ta ile d

lis ting  of the  Com pa ny's  wa te r s ys te m  fa c ilitie s  is  a s  fo llows :

Table  1 Yan e ll P lant Da ta  (in  PWS #13-057)

Act ive W el l  Data



Loca tion Structure or equipment Capacity
In Peels  Valley, AZ on near intersection of

Sorrells  Rd and HWY 89
One 24' diameter steel storage tank 40,000 ga llons

On die hill side behind the Office (22609 S
Looka Way)

Two 32' diameter steel storage tank 250,000 gallons

In Peels  Valley, AZ on near intersection of
Sorrells  Rd and HWY 89

One 24' diameter steel storage tank 15,000 gallons

Cross s treet from Offlce (22609 S Looks
Way) on the Fire Department lot

One standpipe n/a

Diameter inches Materia l fe e tLe n •

4 po l .  yi ch lo ride  "P VC" 7,180

6 P VC 62,920

8 concrete 18,480

S iz e  (in c h e s Quantity

% X 3/1 615
94 N/A
1 10

11/2 1

2 N/A
3 com p N/A
3 urbo N/A
4 (comp) N/A
4 urbo) N/A
6 com p N/A
6 urbo N/A
8 (comp N/A
8 u rb o N/A

Ya rne ll Wa te r Improve me nt Associa tion
Docke t No. W-02255A-16-0153
Page 2

S torage , P umping

Distribution Mains in Yarnell CC&N Area

Meters in Yarnell CC&N Area

System A1148/Ji;

The Company served 486 metered customers in the test year of 2015. Staff concludes that
the system has adequate production and storage capacit ies to provide service to the exist ing
customers.

D. WATER USAGE

Ta ble  2 s umma rize s  wa te r us a ge  in the  Compa ny's  CC&N a re a . Exhibit 4 is  a  gra ph tha t
shows wa te r consumption da ta  in ga llons  pe r day pe r connection for the  sys tem during the  te s t yea r.



Month Number of
Customers

Water Sold
(in gallons)

Water pumped
(in gallons)

W a te r
purcha s e d
(in ga llons )

Daily Average (in
GPD /customer)

an 15 472 1,124,000 1,231,900 0 77

Fe b 15 469 1,136,000 1,575,400 0 87

Mar 15 473 1,091,000 1,177,100 0 74

Apr 1 5 476 1,608,000 1,644,200 0 113

Ma y 15 479 1,256,000 1,433,700 0 85

un 15 483 2,252,000 2,362,500 0 155

u115 482 2,385,000 2,754,900 0 160

Aug 15 486 1,872,000 2,211,900 0 124

S ep 15 484 1,704,000 1,901,400 0 117

Oc t 1 5 485 1,524,000 1,807,400 0 101

Nov 1 5 482 1,067,000 1,189,100 0 74

Dec 15 486 1,395,000 1,618,100 0 93

to ta l 18,414,000 20,907,600 0

Ave ra ge 105

Yarnell Water  Improvement Association
Docket No. W-02255A-16-0153
Page 3

Table 2 Water Usage in Yarnell (PWS #13-057) CC&N Area

Wafer _Yo/d

B a s e d  o n  i n fo r ma t i o n  p r o v i d e d  b y t h e  C o mp a n y,  d u r i n g  t i me  t e s t  ye a r  t h e  C o mp a n y
experienced an overall daily average use of 105 gallons per day ("GPD") per customer, a high use of
1 6 0  GP D  p e r  c us tome r ,  a nd  a  l ow us e  o f l e s s  t ha n  7 4  GP D  p e r  c us tome r . The  highes t  tota l
monthly use occurred in July,  when a total  of 2 ,385 ,000  gallons were sold to 482  customers .  The
l o we s t  t o t a l  mo n t h l y u s e  o c c u r r e d  i n  N o v e mb e r ,  wh e n  1 , 0 6 7 , 0 0 0  g a l l o n s  we r e  s o l d  t o  4 8 2
customers.

Non-axounl Wafer

N on-account  water  should b e  1 0  p ercent  or  les s  and never  more  than 1 5  p ercent . It  is
important to be able to reconcile the difference between the water  sold and the water  produced by
the source. A water  balance will allow a water  company to identify water  and revenue losses due to
leakage, theft, and flushing.

The Company repor ted 18 ,414 ,000  gallons of water  sold and 20 ,907 ,600  gallons of water
pumped during the test year . The calculated water  loss in Yanlell system was 11.93 percent, which
exceeds Staffs recommended 10 percent allowable limit. The Company reported that its system had fire
damage due to the 2013 Yan ell wild fire. Since then, the Company has been conducting a program to replace
broken pipelines, fire hydrants and meters, however, the program has not been completed.

The Company exper ienced 15  percent  water  loss  in 2006 .  In a  2007  rate  app licat ion,  the
Comp any p r op osed to  imp lement  a  Ser vice  Mete r  and Fi r e  Hydr ant  Rep lacement  P r ogr am. It
ap p ea r s  tha t  th i s  p r ogr am has  had  a  p os i t ive  e ffec t  on  the  Comp any' s  wa te r  los s  i s sue . Staff
recommends dir t  the Company continue i ts  rep lacement p rogram unti l  water  loss  is  below the 10
percent threshold. In a 2014 Fire Damage Assessment Report, die Company attr ibuted higher water
loss  to  d ie  2 0 1 3  wi ld  fi r e  tha t  damaged Comp any se rvice  meter s ,  mains ,  se rvice  l ines  and Ere
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hydrants . It appea rs  the  Company willreceive funds to replace/repair fire  damaged meters, mains,
service lines and fire hydrants. Replacement of due damaged plant should have a positive effect and
he lp furthe r re duce  the  le ve l of los t wa te r. Staff re comme nds  tha t the  Compa ny continue  to
monitor the  wa te r loss  in the  sys tem and repa ir a ll leaks  when discovered and located as soon as
possible . Staff further recommends that the  Company continue  to coordinate  the  reading of its  well
meters and active customer service meters on a monthly basis and report this data in its Commission
Annua l Report going forward. Staff further recommends tha t the  Company sha ll collect the  da ta
needed to accurately complete the Water Use Data Sheet form contained in the Annual Report.

E. G RO WTH P RO J E CTIO N

Based on the service meter data contained in the Company's annual reports, there is no
growth or negative growth in its service area. The Company also stated Mat the customer counts
have declined since the 2013 Yarnell wild Ere.

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

Staff rece ived a  compliance  s ta tus  report from ADEQ dated June  6, 2016, in which ADEQ
s ta te d tha t the  s ys te m (ADEQ P ublic Wa te r S ys te m Ide ntifica tion #13-057) ha s  no ma jor
deficiencies . ADEQ has de te rmined tha t the  system is  currently de livering water tha t meets  water
quality standards required by Arizona Administrative Code, Title  18, Chapter 4.

G. AR IZO NA
C O MP LIANC E

DE P AR T ME NT OF WATE R RES OURCES (¢¢ADWR99)

Yan ell is  not located in an Active  Management Area ("AMA") as designated by ADWR, and
consequently is  not subject to AMA reporting and conserva tion rules . S ta ff rece ived a  compliance
sta tus report from ADWR dated June 27, 2016, in which ADWR has determined that Yarnell Water
Improvement Associa tion, Inc. is  currently compliant with depa rtmenta l requirements  gove rning
water providers and/or community water systems.

H. ACC CO MP LIANCE

A che ck of the  Commis s ion's  Complia nce  S e ction da ta ba s e  indica te d tha t Ya rne ll ha s  no
de linquencies  (pe r ACC da tabase  compliance  check da ted May 23, 2016).

1 . WATER TES TING EXP ENS ES

Yan e ll is  subject to manda tory pa rticipa tion in the  ADEQ Monitoring Ass is tance  Program
("MAP"). Staff calculated the  testing costs based on the  following assumptions:

MAP will do baseline testing on everything except copper, lead, bacteria , and
disinfection by-products.

1 .

l\IIIIIII



Monitoring 2 wells (one
EPD) (Tests per 3 years,
unless noted.)

Cost
per test

No. of
tests per
three year
period

Total cost
per three
year period

Annual Cost

Bacteriological - monthly $201 72 $1 ,440 $480

Inorganics - Priority
Pollutants

$300 MAP MAP MAP

Radiochemical - (1 / 4 yr) $60 1/2 MAP MAP

Phase II and V:

IOC's, SOC's, VOC's $2,805 1
MAP MAP

Nitrites $25 % MAP MAP

Nitrates - annual $25 3
MAP MAP

Asbestos - per 9 years $180 % MAP MAP

Lead & Copper - annual* $40 1 0 $400 $133

TRI-IM/HHAs $3501 1 $350 $117

MAP Fee $1,555.56

Total $2,285.56

Yan ell Water Improvement Association
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ADEQ test ing is per formed in  3-year  compliance cycles. Therefore,  monitor ing
costs are estimated for a 3-year compliance period and then presented as a pro forma
expense on an annualized basis.

MAP fees were calculated from the ADEQ MAP invoice.

4. Al l  mon i tor in g  expen ses  a r e  ba sed  on  St a ffs  bes t  kn owledge of l ab cos t s  an d
methodology and one point of entry.

The estimated water testing expenses represent a minimum cost based on no "hits"
other than lead and copper, and assume compositing of well samples. I f  any
constituents are found, then the testing costs would dramatically increase.

Table 3 shows the estimated annual monitoring expense, assuming participation in the MAP
program. Water  test ing expenses should be adjusted to the annual  expense amoun t  of $2,286
grounded) shown in Table 3.

Table 3 Water Testing Cost (Yarnell)

Notes: 1. Prices are provided by Western Technologies, Inc. Western Technologies, Inc. charges
$250 for testing one haloacetic acids ("HHAs") sample and $100 for testing one total
trihalomethanes ("TTHM") sample.

2.

3.

5.

l_ll Ill



*EO1IIPH1IY
P r oposed

T ota l
Charges

Staff
Recommended

Servlce Line
Charges (Road
Cross ing Not

Required)

S ta ff
Re c o m m e n d e d

Met e r  Char ges

( Road Cr os s i ng
Not  Requi r ed)

Sta ff
Recommended
Total Charges

loa d Cros s ing
Not Required)

Meter  Size Current
Service Line

Charges

Current
Meter

Charges

Current Tota l
Charges for

both Meter &
Servlce Line
Ins ta lla tion

Company
Proposed

Servlce
Line

Charges

Company
Proposed

Meter
Charges

5/ 8 X 3/ 4 i nch $445 $105 $550 $1,335 $210 $1,545 $565 $158 $723*

3/4-iNCh $445 $175 $620 $1,335 $350 $1,685 $565 $260 $825*

1 inch $495 $235 $730 $1,485 $705 $2,190 $629 $321 $950*

1 V2-inch $550 $445 $995 $1,650 $890 $2,540 $699 $536 $1,235*

2 inch** $830 $965 $1,795 $2,490 $1,930 $4,420 At  Cos t At Cos t At Cos t
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• DE P R E C IATIO N R ATE S

S ta ff re comme nds  tha t the  de pre cia tion ra te s  pre se nte d in Exhibit 5 by individua l Na tiona l
Associa tion of Regula tory Utility Commiss ione rs  ca tegory be  used on a  going forward bas is .

K. O T HE R  IS S UE S

Sen/iveLinz and Meter Insla//ation C/aafges

The  Com pa ny propos e d a  s ignifica nt inc re a s e  in  its  s e rvice  line  a nd m e te r ins ta lla tion
cha rge s .1 The  Compa ny's  propos e d cha rge s  a re  more  tha n twice  tha t of the  uppe r e nd of S ta ff's
typica l ra nge  for the se  cha rge s . The  Compa ny provide d thre e  e xa mple s  in support of its  propose d
incre a s e . Include d in the  e xa mple s  we re  cos ts  for loca l gove rnme nt pe rmit fe e s , cos ts  for s pe cia l
m a te ria ls  a nd proce dure s  tha t m us t be  followe d to re s tore  pa ve d roa dwa y cuts  a nd the  cos t for
pre ssure  re lie f va lve  ins ta lla tion. S ta ff be lie ve s  tha t while  a pplica ble  for some  ins ta lla tions  the se
costs  do not a lways apply.

S ta ff be lie ve s  tha t it is  a ppropria te  for the  Compa ny to cha rge  "At Cos t" for the  la rge r, more
c ody m e te rs  (m e te rs  two-inc he s  a nd  la rge r). S ta ff a ls o  b e lie v e s  th a t  "At C o s t" p ric in g  is
a ppropria te  if ins ta lla tion  re quire s  d ie  us e  of he a vy e quipm e nt s uch a s  a  ba ckhoe  or involve s
cross ing a n improve d roa d. S ta ff howe ve r doe s  not be lie ve  "At Cos t" pricing fle xibility is  ne ce ssa ry
or a ppropria te  for the  s m a lle r m ore  com m on m e te r s ize s  whe re  a  pa ve d  roa d  c ros s ing  is  no t
re quire d.

S ta ff re comme nds  a pprova l of me te r a nd se rvice  line  ins ta lla tion cha rge s  lis te d M Ta ble  4
unde r the  columns  la be le d "S ta ff Re comme nde d". S ta ffs  re comme nde d cha rge s  lis te d in the  ta ble
be low should be  a dopte d. S ta ff conta cte d the  Compa ny re ga rding its  re comme nde d cha rge s  a nd the
Compa ny wa s  re ce ptive  to S ta ffs  proposa l.

Table  4 Service  Line  and Mete r Ins ta lla tion Charges  (Yarne ll)

J

1 Separate service line and meter installation charges were approved for Yarnell in Decision No. 70698.



$1,045 $1,580 $2,635 $3,135 $3,160 $6,295 At Cos t At Cos t At Cos t

$1,490 $2,510 $4,000 $4,470 $5,020 359,490 At Cos t At Cos t At Cos t

$2,210 $4,865 357,075 $6,630 $9,730 $16,360 At Cos t At Cos t At Cos t

At Cos t At Cost At Cos t N/A N/A N/A At Cos t At Cos t At Cos t

4-inch**

6 ch**

* *Over 6 inch

3-inch**

Yarnell Water Improvement Associa tion
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l
Notes :

* "At Cost" pricing will apply if insta lla tion requires the  use  of heavy equipment such as a
backhoe or involves crossing an improved road.
** "At Cost" pricing will apply for meter s izes  two inches and la rger.

Ta nk

The  Company has  approved Curta ilment and Cross  Connection/Backflow Ta riffs  on file
with the  Commission.
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EXHIBIT 1 Ya rne ll Ce rtific a te  Se rvic e  Are a
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4
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Cavsmn and

Inn, LLC

Wt
\

BN LMP
Corporation u mW

qAshford
Water

Sewics

u

rI

Abp Wafer Company i-

SEDONA
Juniper Wells

Wl\sr Com party, Inc.
Oak Crack Wltsr Company No. 1 4

Meadow Water Company Ian

PintVal IcyWlilr
Blg Company

Park Water Company

Seven Canyons Wits: Company

Boynton Canyon Enchanlmant Homoownen Assoc.\

Arizona Water Company
Z

MHC Operating Llmhad Partvlorship 5
Michaels Ranch Water Users Aasoc.l

Ulla Park Water Company »
Arizona .
Water

Company

Appaloosa Water Company

1 Chino Meadows II Wahr Company

a Ac ME Water, LLC

ac R
Water
Users

Aswdadon Oak Clank Puhllc Service LLC I

nIGranlta Oaks Waur User: Anoclation

Granlte Mountaln Was: Company x
0

a
Arlzon

Granite
Dolls
WaUr

Company
BAGDAD

amp Verde
Wlhsr System*

c
ACME Wltar, LLC I

P R E S C C T T  *

Ll ks"f 4

Montlzuml Rlmrock
Wl\nrCumplny, LLC

| Water Company

AMP VERDE
Verde Lake

Verde Wdpr Corporation
Water Company

ACME Water, LLC c

Q Brndthlw  / I White Hone Ranch
We¢lr Company • .. Owners Anon.

I Sh P
w.8I"é'.§'.v.l»'I.T.¥ Hum bold: Water Sudan

Lam: Eshm Water Company LLC t \ ; ' Groom Crook Water Users Auociaiion

Walden Mudowl Community Co-op un ACME Wltsn LLC 4
Bradshaw Mountain
Wow Water Companyan I n

Cords: Llksl Water CompanyPoeple'l Valley Wltur Company fu

3
Yarnell Water
Improvement
Association

Crown Klng Water
l Company, Inc.

DB J
UP

I Rainbow Parks, inc.

Coldwater Canyon Water Company
11

Wickonburg Ranch Water LLCE.

Ya rne ll Wa te r Improve me nt Associa tion
Docke t No. W-02255A-16-0153
Page 9

EXHIBIT 2.

LOCATION OF YARNELL SERVICE AREA
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EXHIBIT 3

SYSTEMATIC DRAWING
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During Tes t Year (J an 2015 - Dec 2015) Water Us age In
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EXHIBIT 4

WATER USAGE ON THE YARNELL SERVICE AREA

l



Ac c t.  No. Deprec lable  P lant
Decision # 70698
(approved rate %)

Compa ny
propos ed

S ta ff
recommended

Rate
301 Organization 0.00 0.00 0.00
302 Franchis es 0.00 0.00 0.00
303 Land & Land Rights 0.00 0.00 0.00
304 Stnlctures 8: Improvements 3.33 3.33 3.33
305 Collecting 8: Impounding Reservoirs 2.50 N/A 2.50
306 Lake, River, Canal Intakes 2.50 N/A 2.50

307 Wells & Springs 3.33 3.33 3.33
308 Infiltra tion Ga lle rie s 6.67 N/A 6.67
309 Raw Water Supply Mains 2.00 2.00 2.00
310 P ower Gene ra tion Equipment 5.00 5.00 5.00
311 P umping Equipme nt 12.5 12.5 12.5
320 Water Treatment Equipment

320.1 Water Treatment Plants 3.33 3.33 3.33
320.2 S olution Chemical Feeders 20.0 20.00 20.0
330 Dis tribution Res ervoirs  & S tandpipes

330.1 Storage Tanksl 2.22 2.22 2.22
330.2 Pres s ure Tanks 5.00 5.00 5.00
331 Transmission 8: Distribution Malns 2.00 2.00 2.00
333 Services 3.33 3.33 3.33
334 Meters 8.33 8.33 8.33
335 Hydrants 2.00 2.00 2.00
336 BackflowPreventionDevlces 6.67 6.67 6.67
339 Othe r P lant & Mis c  Equipment 6.67 6.67 6.67
340 Offic e  Furniture  & Equipme nt 6.67 6.67 6.67

340.1 Computers  & S oftware 20.00 20.00 20.00
341 Trans porta tion Equipment 20.00 20.00 20.00
342 S tores  Equipment 4.00 N/A 4.00
343 Tools , S hop & Garage  Equipment 5.00 5.00 5.00
344 La bora to Equipme nt 10.00 10.00 10.00
345 Power Operated Equipment 5.00 5.00 5.00
346 Communic a tion Equipme nt 10.00 10.00 10.00
347 Mis ce llaneous  Equipment 10.00 10.00 10.00
348 Other Tangible  P lant N/A 5.00

Ya rne ll Wa te r Improve me nt Associa tion
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EXHIBIT 5

WATER DEPRECIATION RATES (Yarne ll)

Note: 1 .  th i s  account  sha l l  include  s torage  t anks  and s tandpipes .


