
DOCKETED BY

4

I I I I 1-.111

III II m III vIII II lllll Ill
0001 73009

nnnn  m L i l "

oP GWPA.
BEFORE THE ARIZONA CORPORATION C\_ _

COMMIS S IONERS

33%"3g 93'0"
h a

-
a ~

AUG 222016

DOUG LITTLE Cha irma n
BOB S TUMP
BOB BURNS
TOM FORES E
ANDY TO BIN

J -

av

go:
Q

:1r:;oW
m-um

nom<33-<"* m98'O

DO C KE T n o .

'o
#T 888

ws-029872085590

P E TITIO N TO  AME ND DE CIS IDN 7 5 1 3 0
PURSUANT TO A.R.S. §40-252

I

IN THE MATTER OF THE AP P LICATION
OF J OHNS ON UTILITIES , L.L.C., DBA
J OHNS ON UTILITIES  COMP ANY, FOR AN
INCREAS E IN ITS  WATER AND WAS TE-
WATER RATES  FOR CUS TOMERS
WITHIN P INAL COUNTY, ARIZONA.

Johnson Utilitie s , L.L.C. ("Johnson Utilitie s" or "Compa ny") he re by submits  this  Pe tition

tha t the  Commiss ion e limina te  the  ra te  ca se  filing re quire me nt in De cis ion 75130 to a llow the

Compa ny to de te rmine  the  timing of its  ne xt ra te case. Johnson Utilitie s  re que s ts  tha t this

Pe tition be  approved without a  hearing.

1. HISTORY OF THE RATE CASE FILING REQUIREMENT.
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In an April 26, 2013, S ta ff Report and Orde r address ing Johnson Utilitie s ' reques t for an

a llowance  of income tax expense  in ra tes  in this  docke t, S ta ff recommended inclus ion of income

tax expense  in ra te s  a s  reques ted but a lso recommended tha t the  Company file  a  ra te  ca se  by

June  30, 2015, us ing a  2014 tes t yea r. Johnson Utilitie s  opposed S ta ffs  recommenda tion on the

grounds  tha t (i) it wa s  unne ce s s a ry, a nd (ii) it would cause the  Compa ny to a pply for a  ra te

increase  ea rlie r than would otherwise  be  the  case . In Decis ion 73992, the  Commission approved

the  Compa ny's  re que s te d inclus ion of income  ta x e xpe ns e  in ra te s  but a ls o a dopte d S ta ffs

recommendation regarding a  ra te  case  filing requirement us ing a  2014 tes t year. Decis ion 73992

issued in July 2013 was the  firs t time  the  ra te  case  filing requirement appeared in an order in this

docke t.



On J uly 26, 2013, J ohns on Utilitie s  file d a  P e tition for Re he a ring of De cis ion 73992

re quire me nt in the  de cis ion. In De cis ion 74695, the  Commis s ion modifie d De cis ion 73992 to

(among othe r things ) extend the  deadline  for tiling a  ra te  cas e  from J une  30, 2015, us ing a  2014

tes t year, to June 30, 2016, us ing a  2015 tes t year.

On Ma y 22, 2015, J ohns on Utilitie s  file d a  pe tition to a me nd De cis ion 74695 to e ithe r

re move  the  ra te  ca s e  filing re quire me nt a ltoge the r, or a dte ma tive ly, to e xte nd the  de a dline  for

filing its  ne xt ra te  ca s e  to J une  30, 2017, us ing a  2016 te s t ye a r. In De cis ion 75130, the

Commis s ion modified Decis ion 74695 to extend the  deadline  for filing a  ra te  cas e  from J une  30,

2016, us ing a  2015 tes t year, to June 30, 2017, us ing a  2016 tes t year.

J ohns on Utilitie s  continue s  to be lie ve  tha t the  ra te  ca s e  filing re quire me nt s hould be

e limina te d s o tha t the  Compa ny ca n de te rmine  the  timing for tiling for ne w ra te s  a nd cha rge s

based upon a  care ful cons idera tion of a ll of the  re levant facts .
5 .a
<84 11. JQH_NSON UTILITIES IS ADDING SIGNIFICANT NEW PLANT IN THE

NEXT FEW YEARS.

Ove r the  ne xt fe w ye a rs , J ohns on Utilitie s  will cons truc t millions  of dolla rs  of pla nt

a dditions , improve me nts  a nd e xpa ns ions  in orde r to s e rve  its  growing cus tome r ba s e . A brie f

des cription of the  planned plant additions  and e s tima ted cons truction cos ts  for 2017 is  s e t forth

in the  following ta ble :
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Des c rip tion Estimated Cost

Build Copper Bas in WRP, Phase  1, 1.5 MGD $15,000,000

Upgrade  Section 11 WWTP, Phase  1, 3.2 MGD $8,000,000

Pecan WRP, Phase  III, 1 MGD $7,000,000

Ins ta ll Ne w S e we r & Efflue nt Line s $1,100,000

Ins ta ll Ne w Wa te r Ma in Attaway/Judd .- 4 mile s $740,000

UV Re pla ce me nt (ALL WRP 's ) $569,880

Ironwood & Precis ion Recharge  S ite s $500,000

Ma gma  We ll #1 $450,000

McRa e  We ll $200,000

Anthe m We ll #2 $150,000

Hunt to Hunt Wa te r Line $79,000

Skyline  to Hunt Wa te r Line $77,400

Johnson Ranch to Hunt Wate r Line $70,000

Sie rra  Vis ta  North Wa te r Line $35,400

To ta l $33,971,680
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Re quiring the  pre ma ture  filing of a  ra te  ca se  us ing a  2016 te s t ye a r will ve ry like ly le a d

to the  filing of ba ck-to-ba ck ra te  ca se s  in orde r for Johnson Utilitie s  to ra te  ba se  the  pla nt tha t

will be  cons tructe d in 2017 a nd the  following ye a rs . Ra te  ca se s  a re  e xpe ns ive  to pre pa re , tile

and prosecute , and ra te  case  expense  is  ultimate ly borne  by a  utility's  customers . In the  absence

of de mons tra ble  a rid  le g itima te  re a s ons  for re quiring  a  ra te  ca s e , a  public  u tility s hould

de te rmine  the  timing for filing for new ra te s  and cha rges  ba sed upon a  ca re ful cons ide ra tion of

a ll of the  re levant facts . Such a  policy is  in the  public inte re s t.

111. ELIMINATING THE RATE CASE FILING REQUIREMENT WILL NOT
HARM CUSTOMERS.
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Johnson Utilitie s  currently has  some  of the  lower wa te r and was tewa te r ra te s  in Arizona .

This  fact is  borne  out by an ana lys is  the  Company pe rfonned based on da ta  ava ilable  from the

-3-
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I Wa te r Infi'a s trL1cture  Fina nce  Authority of Arizona , a  copy of which is  a tta che d he re to a s

2 Attachment 1. The  a na lys is  shows  tha t a  typica l Johnson Utilitie s  wa te r bill is  in the  lowe r 25'**

3 pe rce ntile  for a ll wa te r utilitie s  in Arizona  a nd in the  lowe r 10"1 pe rce ntile  for wa te r utilitie s

4 loca te d within a  25-mile  ra dius  of the  Compa ny. A typica l J ohns on Utilitie s  wa s te wa te r bill is

5 in the  middle  50'*' pe rce ntile  for a ll utilitie s  in Arizona  a nd for utilitie s  within a  25-mile  ra dius  of

6 the  Compa ny. This  is  re ma rka ble  in light of the  fa ct tha t the  Compa ny ope ra te s  se ve ra l wa te r

7 a nd wa s te wa te r sys te ms  spre a d ove r a  se rvice  a re a  tha t runs  from Apa che  Junction to Que e n

8 Creek to Florence , a  dis tance  of over 20 miles  be tween them.

9 It a ls o be a rs  noting tha t J ohns on Utilitie s  curre ntly ha s  a  3% ope ra ting ma rgin for its

10 wa te r divis ion and the  authorized ra te  of re turn for its  was tewa te r divis ion is  only 8%. When the

l l Company does come in aga in for a rate case, it will a lmos t ce rta inly be  seeking an increase  in its

12 I ra te s  a nd cha rge s . RUCO pre vious ly s upporte d a  de la y in the  te s t ye a r for J ohns on Utilitie s ,

13 s ta ting tha t "[f]rom RUCO's  pe rspective , unless  the re  is  a  compe lling reason, we  a re  in no hurry

14 to ge t ra te  increa se s  for our cus tomers . So if we  can de lay an extra  yea r, from our pe rspective

15 tha t makes sense . While  the  RUCO witne s s  a cknowle dge d during cros s -e xa mina tion from

16 S ta ff tha t a ra te  case  Filing could re s ult in a rate  decrease, he  te s tifie d tha t "I would e xpe ct tha t

17 99 percent of the  time , if you looked, they a re  increased.

18 with ra te s  tha t a re  ge ne ra lly lowe r tha n othe r wa te r a nd wa s te wa te r ra te s  in Arizona ,

19 the re  is  no bas is  to acce le ra te  the  tiling of a  ra te  ca se . Thus , the  ra te  ca se  filing requirement in

20 Decis ion 75130 may be  e limina ted without caus ing risk of ha rm to ra te  payers , and it se rves  the

2 1 public inte res t to do so.

22

23 For the  re a s ons  dis cus s e d he re in, J ohns on Utilitie s  re que s ts  tha t the  Commis s ion

24 e limina te  the  ra te  ca se  tiling requirement in Decis ion 75130 to a llow the  Company to de te rmine

25 the  timing of its  ne xt ra te  ca s e . The  curre nt ra te  ca s e  filing re quire me nt will ve ry like ly ca us e

26 the  Company to file  back-to-back ra te  cases  and the  expenses  of those  ra te  eases  will ultimate ly

27

28

Iv. CONCLUS ION.

1 Transcript from March 13, 2014, Rehearing at 11-12.
.2 Id. at 46, lines 16-25.



be  borne  by ra te  pa ye rs . The  Compa ny's  curre nt ra te s  for wa te r a nd wa s te wa te r s e rvice  a re

s ome  of the  lowe r ra te s  in Arizona . Thus , it is  in the  public inte re s t to gra nt the  Compa ny's

reques t a s  se t toM here in.

RESPECTFULLY submitted this  22"'1 day of August, 2016.
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Restated Results from the

zols WIFA Water and Wastewater Rates Survey

Rates as of April 2015
Last Updated: September 9, 2015

Prepared by:

Brad Cole
Chief Operating Officer
Johnson Utilities, LLC
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Office: (480) 998-3300 Fax: (480) 483-7908

Background

Johnson Utilities, LLC is providing this report to highlight how well it's water and wastewater rates rank
when compared to other utilities in the state, those with a similar number of accounts, those with the
same type of ownership, and those utilities within a 25 mile radius of its service area in the San Tan Valley.

Data Source

The Water Infrastructure Finance Authority of Arizona ("WIFA") in conjunction with the Environmental
Finance Center ("EFC") conducted an annual water and wastewater rates survey based on the successful
rates survey used for several years in other states. The survey collected rate sheets and annual financial
reports from utilities across the State of Arizona.

The sampled utilities serve over 94 percent of all customers who are directly billed for their water or
wastewater use by utilities in the state. The information contained in the resulting data tables and online
tools allows for comparisons and benchmarking of current rates (and other financial data) and can assist
officials and staff as they make decisions related to water and wastewater services.

Who is WIFA?

WlFA is an independent agency of the State of Arizona whose mission is to maintain and improve water
quality in Arizona by providing financial assistance and technical assistance for basic water infrastructure.

Who is EFC?

The Environmental Finance Center at the University of North Caroline at Chapel Hills works with local
communities and government agencies to address environmental management challenges by developing
innovative financial management and environmental policy strategies and systems.

What Type of Organizations Were Included in the Study?

The organizations included in the study were Associations, Co-ops, Counties, Domestic Water and
Domestic Wastewater Improvement Districts, For-profits, Municipalities, Not-for-Profits, and Sanitary
Districts. In total, 354 utilities participated in the survey and as much as 392 unique rate structures were
analyzed corresponding to these utilities.

Unique to Johnson Utilities

The area served by Johnson Utilities in its Pinal County Franchise Area is 18 miles long by 17 miles wide.
The uniqueness and sheer size of this service area requires a tremendous amount of assets to be operated,
maintained and periodically replaced. There are 13 water plants, 36 wells, 40 sewer lift stations, 367 miles
of gravity collection/force mains, 398 miles of water transmission/distributions lines, a fleet of4o vehicles
including heavy construction equipment, and 4 wastewater treatment plants providing service to 25,722
water customers and 34,891 wastewater customers each month. Despite all these cost centers, Johnson
Utilities is proud to boast how effective and efficient it is. Further, is proud to maintain some of the lowest
water and wastewater utility bills in the state.

1lpa ge
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Results

Johnson Utilities, LLC consistently proved to have some of the lowest water and wastewater rates in the
State of Arizona. The bullets below highlight the results of the survey.

Water

At $31.51, and when compared to:

• All the utilities in the State, Johnson Utilities' water bills are in the lower 25-percentile.

• All the utilities with a similar number of accounts, Johnson Utilities' water bills are below the
median bill rate of $34.77 a month.

•

•

All the utilities with the same ownership type, Johnson Utilities' water bills are in the lower 25-
percentile.

All the utilities located within a 25-mile radius, Johnson Utilities' water bills are in the lower 10-
percentile.

Sewer

At $42.00, and when compared to:

All the utilities in the State, Johnson Utilities' sewer bills are in the middle 50-percentile and just
slightly above the median bill with a value is $37.50.

All the utilities with a similar number of accounts, Johnson Utilities' sewer bills are in the middle
50-percentile and lower than the median bill with a value of $55.55.

All the utilities with the same ownership type, Johnson Utilities' sewer bills are in the middle 50-
percentile and lower than the median bill with a value of $43.80.

All the utilities located within a 25-mile radius, Johnson Utilities' sewer bills are in the middle 5o-
percentile and equal to the median bill with a value of $42.00.

Combined Water and Sewer

At $73.51, and when compared to:

• All the utilities in the State, Johnson Utilities' combined water and sewer bills are in the middle
50-percentile and slightly above the median bill with a value of $67.84.

• All the utilities with a similar number of accounts, Johnson Utilities' combined water and sewer
bills are in the middle 50-percentile and below the median bill with a value of $77.58.

• All the utilities with the same ownership type, Johnson Utilities' combined water and sewer bills
are in the middle 50-percentile and below the median bill with a value of $84.75.

All the utilities with a 25-mile radius, Johnson Utilities' combined water and sewer bills are in the
lower 10-percntile. .
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The following pages contain screenshots of the WIFA

AZ Water and Wastewater Rates Dashboard
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wATt;Rys All Companies in Arizona

UNC AZ Water and Wastewater Rates Dashboard
ENVIRONMENTAL
FINANCE CENTER

Rates as of April zols
Last updated: September 9, 2015
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WATERvs Utilities with Similar Number of Accounts
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1 Rates comparison Financial Benchmarks
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ENVIRONMENTAL
FINANCE CENTER

I

AZ Water and Wastewater Rates Dashboard
Rates as of April 2015

Characteristics

Last updated: September 9, 2015

Johnsen Utilities Company

--wr

Bill Comparison

Water Bill al

M M M M

5230 E. Shea Boulevard, Suite 200
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Conservation Signal

Water Price 1,000 Gallons. aler

WMMW

Edit Data or Add usury
-1

Select comparison group: Similar number Of Accuunrs *

Comparing ro utilities also with 10,000 to 25,000 accounts
. s o l  . a l

Him $14.10 Max ss1.7s

v

. .

1

Cost Recovery Affordability

Water Bills as Sc MH:Operating

Ratio Incl. Depress. 2014

0.97 0.7626

22 rate structures compared

Cupyliqwt (c)2016 Emimllncntd Finn co Cernef at the Univelsiy of North Cirdinl, Chapel Hill.

Links

o

6 [page



iii*\nson
'liiiiliiliw

5230 E. Shea Boulevard, Suite 200
Scottsdale, AZ 85254

Office: (480) 998-3300 Fax: (480) 483-7908

WATERvs Utilities of Same Ovgpership Type

ENVIRONMENTAL
FINANCE CENTER

AZ Water and Wastewater Rates Dashboard
Rates as of April zols

l Last updated:  September 9,  2015
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WATER vs All Utilities within 25 miles

UNC
ENVIRONMENTAL
FINANCE CENTER

Az Water and Wastewater Rates Dashboard
Rates as of April 2015

I Last updated: September 9, 2015
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Wastewater (Sewer)
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SEWER vs All Utilities in Arizona

I UNC AZ Water and Wastewater Rates Dashboard
Rates as of April 2015
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FINANCE CENTER Last updated: September 9, 2015
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SEWER vs Utilities with Similar Number of Accounts
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