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I BY THE COMMISSION:

**** * »=** **2

3 Having considered the entire record herein and being fully advised in the premises. the Arizona

4 Corporation Commission ("Commission") finds. concludes. and orders that:

DISCUSSION5

6 Partiesl.
7 In addition to the Commissions lltilitics Division (Stall"). the parties to this matter are

8 applicants Picacho Water (Tompanv ("l'icacho Water") and Picacho Sewer Company ("Picacho

/9 Sewer) (retCrrcd to jointly herein as "the Picacho utilities" and "Pica cho") and intcrwnors Raul

10 Salmon and Scott McBcth (referred to jointly herein as "the Interveners").

I I The Picacho utilities are public service corporations wholly owned by JW Water I foldings. LLC

12 ("JW Water"). a Colorado limited liability company. which in November 2024 acquired all the stock

/13 oithc Pieacho utilities and six other utilities previously O\\ ned by Robson entities' (the Picacho utilities

14 and the six other utilities are referred to collectively as the "Robson utilities").2 Immediately befOre

15 .IW Water acquired the Robson utilities stock. (V( l)lF. a private equity investment fund company.

17

16 acquired a large share of ownership in .IW Water. providing funding fOr the purchase of the Robson

utilities stock. As a result of these transactions..IW Water is now owned by CVC l)lF and Jason

18 Williamson in an arrangement Mr. Williamson refers to as a "partnership" that provides the utilities

19 owned by .IW Water with access to capital.' Mr. Williamson has owned and operated utility companies

20 in Arizona tor approximately 15 years and is ultimately responsible for the day-to-day operations of

21

22

23

24

25

26

27

28

' The Robson entities are referred to generically because individual company names were not provided.
Tr. at 65. 121. l77-l80. I 98: Ex. A-5 at 4: Ex. A-6 at 4: Ex. A-9 at 2-4. JW Water purchased the stock of the Robson

utilities as a package deal. (Tr. at 108.1 Counsel for Picacho stipulated on the record. on behalf of JW Water. that the
outcome of this rate case has no impact on the purchase price paid for the stock of Picacho or any other of the JW Water-
acquired Robson utilities. (Tr. at 182-184.) As of the hearing in this matter. JW Water and the Robson entities were in the
process of entering agreements conccming the extent of the Robson cntities (as developers) obligation to pay for additional
plant to serve future growth in the JW-Water-acquired Robson utilitics service areas. (Tr. at 189-1()".) Those agreements
do not address any plant included in rate base in this matter. (Tr. at 205.)
z Tr. at 79-80. 178-180. CV( DIF is an in estmcnt fund that pension funds and insurance companies use as an investment
vehicle. (Tr. at l 78.) Picacho witness Thomas Bourassa likened it to a mutual fund that holds a portfolio and manages the
money invested in it on bchalfof the investors to eam a return. (Tr. at 348.)
* Tr. at I 78; Ex. A-9 at 8. Mr. Williamson clarified that the shares oflW \\aler. both his and those controlled by C`\'( DIF,
are owned by another ll.S.~based holding company. (Tr. at '08.) Mr. \\illian\son is the CEO of.lW Water and is one of
three members ofits board ofdirectors: the other two seats are held by CVC DIF employees. (Tr. at 208. 2 I 6.) According
to Mr. Williamson. JW Water makes decisions about the utilities. (Tr. at 1 l 6.)

81674oEc1slon NO.5
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I 18 utilities now owned and operated by JW Water.5

2 Mr. Salmon is a retiree. a resident of Robson Ranch. and a residential customer of the Pieacho

3 utilities." Mr. Salmon initially testified that Robson Ranch is a retirement community and subsequently

. - , . . . . , 74 claritted that it IS an age-restricted community for those "ho are at least 55 years of age. Mr. Salmon

5 moved to Robson Ranch appro.\imately 2.5 \ears ago."

6 Mr. MeBeth did not produce any evidence herein hut is understood to be a resident of Robson

7 Ranch and a residential customer of the Pieacho utilities.°

8 Procedural HistoryII.

9 ()n March 19. 2025. in Docket No. W-03528A-25-0056 ("Pica cho Water Rates l)ocket").

I() Picacho Water tiled with the Commission an application for a determination of the fair value of its

I I utility plant and property and fOr increases in its rates and charges tor utility service based thereon

12 (watcr rate application"). The water rate application included the Direct Testimony olJilI Schwartz.

13 Vice President of Rates and Regulation fOr JW Water: Mr. Williamson. Chicl Fxecutive ()lticer

14 ((E()") of JW Water and President of Picacho Water, .lustier llanson. employed by .lw Water as

15 General Manager of the Picacho utilities and anotheralTiliatc: Cherishe Barbcc. employed by .IW Watcr

16 as a Senior Rates and Accounting Analyst: and Thomas Bourassa. a Certified Public Accountant and

I 7 selI-employed consultant.

18 ()n the same date. in Docket No. SW-03709A-25-0057 ("I'icacho Sewer Rates Docket").

19 Picacho Sewer tiled an application tor a detemtination of the fair value otits utility plant and property

20 and fOr increases in its rates and charges fOr utility service based thereon ("sewer rate application").

21 The sewer rate application included l)irect Testimony Irom the same individuals who provided

22 testimony in the water rate application.

23 On March 20. 2025. Procedural Orders regarding consent to email service were issued in the

24 Picacho Water Rates Docket and the Picacho Sewer Rates Docket.

25

26

27

28

4 Tr. at 193: Ex. A-9 at 1-2.
" Ex. RS-I at 4.
. Ex. RS-I at 4; Tr. at 384. 465.
S Tr. at 408.
" See Individual Intervention Request tiled by Mr. l\1cBeth on July 10. 2025. available on eDocket as E00004522 I. Oflicial
notice is taken of this filing.

816746 Dl;( lSl()N NO.
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I

3

5

On April 3. 2025, in the Picacho Water Rates Docket. Picacho Water filed a Notice of Errata

2 providing replacements for the first pages of Schedules E-2 and F-l .

On April 3. 20"5. in the Picacho Sewer Rates Docket. Picacho Sewer filed a Notice of Errata

4 providing replacements tor the first pages of Schedules F-2 and F-I.

()n April 16. 2025. in the Picacho Watcr Rates Docket. Picacho Water tiled a Notice olFrrata

7

6 providing a replacement fOr the first page oISchedulc B-5 .

()n April 18. 2025. Staff filed in the Picacho Watcr Rates Docket a Suflicicncy Letter stating

8 that the n aler rate application had met the sufficiency requirements as outlined in Ari/.ona

O Administrative (ode ("A.A.(.") RI4-2-l03 and that Picacho Water had been classified as a (lass (

rI( )  uti li t) .

I I ()n the same date. Staff filed a Sufficiency Letter in the Picacho Sewer Rates Docket. stating

12 that the sewer rate application had met sufficiency requirements and classil}ing Picacho Sewer as a

13 (Iass ( utility.

14 On April 21. 2025. by Procedural ()rders issued in the Picacho Water Rates Docket and the

15 Pieacho Sewer Rules Docket. a joint telephonic procedural conference was scheduled to be held on

16 April 25. *025.

f17

21

I

()n April 25. 2025. the joint telephonic procedural conference \\IS held as scheduled. with

18 Picacho and Staff appearing through counsel. It was determined that the Picacho Water Rates l)ocket

19 and Pieacho Sewer Rates Docket would he consolidated: that the hearing would he scheduled to

20 commence on November 17. 2025: and that the timeclock would he extended accordingly.

()n April 29. 2025. by Procedural Order. the Picacho Water Rates Docket and Picacho Sewer

22 Rates [)ocket were consolidated: a hearing was scheduled to commence on November 17. 2025: and

23 other procedural requirements and deadlines were established. including a requirement to provide

24 prescribed public notice. Additionally. the timeclock was extended to February 20. 2026. and it was

25 ordered that the timeclock automatically would be extended lurlher for each hearing day as provided

26 in A.A.C. RI4-2-l03(B)(l nm.

27 ()n May 2. 2075. Picacho Water filed in Docket No. W-03528A-25-0096 ("l'icacho Water

28 Financing Docket") a financing application requesting authority to issue evidence of indebtedness in

816747 DECISION NO.
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I an amount up to $4 million and to encumber its real properly and plant as security for such indebtedness

qs

7

I l

2 ("water financing application").

Also on May 2. 20*5. Picacho Sewer filed in Docket No. SW-03709)-25-0097 ("Picacho

4 Sewer Financing Docket") a financing application requesting authority to issue evidence of

5 indebtedness in an amount up to $8 million and to encumber its real property and plant as security for

6 such indebtedness ("sewer financing application").

()n May 5. 2025, in the Picacho Water Financing Dockct Picacho Water filed a Motion to

8 (onsolidate Proceedings. requesting that the Picaeho Water Financing Docket and Picaeho Sewer

9 Financing l)ocket be consolidated with the already consolidated Picacho Water Rates Docket and

I() Picacho Sewer Rates Docket (collectively "Picacho Rates l)ockcts").

Also on May 5. 2025. Picacho Sewer Iilcd in the Picacho Sewer Financing Docket a nearly

l 3

12 identical Motion to Consolidate Proceedings.

()n May 6. 2025. in the Picacho Rates Dockets. Picacho tiled a nearly identical Motion to

15

14 Consolidate Proceedings.

()n May 7. 2025. in the Picacho Rates Dockets. the Picacho Water Financing l)ocket. and the

16 Picacho Sewer Financing Docket. Stall tiled Responses stating that StalIdid not oppose the requested

17 consolidation.

/18

/

21

22

()n May 8. 2025. a Procedural ()rder was issued consolidating the Picacho Rates Dockets vt ith

19 the Picacho Water Financing Docket and the Picacho Sewer Financing Docket (all collects ely rclCrrcd

20 to herein as "this matter")and revising the public notice language lo he provided to Picachos customers

to include infomlation about the uattar financing application and sewer financing application.

()n .lune 16. 2025. Donna VanBuskirk tiled an incomplete Individual Intervention Request.

23

24

27

On June 27. 2025. Brenda Alli bone Iilcd an incomplete Individual Intervention Request.

Late on .lull I. 2025. Picacho tiled a Notice of Filing including a Frequently Asked Questions

25 sheet created b) Picacho to address the "most significant misunderstandings expressed by customers

26 submitting written public comment to date."

()n .lull 2. 2025. a Procedural ()rder was issued scheduling a public comment meeting to be

28 held at the Commissions offices in Phoenix on August 25. 2025. and requiring Picacho. by August 4.

81674
D1(1s1on NO.8
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I 2025. to provide public notice of the public comment meeting to its customers by mail. through

4

5

2 publication in it newspaper of general circulation in the service area. and through posting in a prominent

3 location on or accessible through the main page of its website.

On July 7. 2025. Mr. McBcth lilcd an incomplete Individual Intervention Request.

()n July 9, 2025. Picacho tiled a Notice of Filing Certilicalion of Publication and Proof of

6 Mailing showing that the public notice of hearing for this matter had been published in the (a.wI (irumlu

7 l)i.s7)uI¢/I on .lune 5. 2025. and that Picacho had mailed the notice to its customers on .Lune 5. 2025.

8

/

l l

13

14

()n July 10. 2025. Pieacho filed a Notice of Filing that included a letter written by Mr.

9 Williamson and dated July 8. 2025. \\ his was addressed to Andrew Sutton. Mayor of Flay. and

I() provided Mr. Williamson's response to a letter written by Mayor Sutton to the Commissioners and

dated .lune I I. 2025. which Mayor Sutton had emailed to Commissioner Lopez on June 12. 2025. and

12 which Commissioner Lopez had tiled in this matter on June 13. 2025.

()n .Inly l(). 2025. Mr. McBeth tiled a revised Individual Intervention Request.

On July I I. 2025, Mr. Salmon filed an Individual Intervention Request along with a Consent

15 to l.mail Service.

16 ()n .lily 21. 2025. by Procedural ()rder. Mr. MeBeth and Mr. Salmon were granted

17 intervention."'

18

20

21

()n August 5. 2()25. Picacho tiled a Noticc OlIrrata to replace page 3 of Schedule 11-3 Irom the

19 water rate application.

()n August 18. 2025. Picacho tiled a Notice of Filing Certification olPublication and ProofoT

Mailing showing that notice of the public comment meeting had been published in the (u.wI Gram/c

22 l)i.vpalcl1 on .luly 10. 2025: stating that notice of the public comment meeting had been mailed on July

23 31. 20>5. to those customers receiving paper billing statements (approximately 75% of customers):

24 stating that notice had been emailed on August l I. 2025 (which Picacho acknowledged to be late). to

25 customers receiving electronic billing statements (approximately 25% of customers). and stating that

26 notice had been posted on Picachols website on August l I. 2025 (which Picacho acknowledged to be

27

28
to Ms. VanBuskirks and Ms. Allibones Individual Intervention Requests were deemed denied because they had lailcd to
remedy the deficiencies therein after Hearing Division administrative personnel notified them of the need to do so.

816749 DECISION n o.
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I late). Picacho stated that it could not be opposed to the scheduling of an additional public comment

2 meeting if the Commission so chose and would provide any related notice as directed and ut Picachos

3 own expense."

4 On August 19. a025. Picacho tiled a Notice of Filing including copies of emails Picacho had

5 sent on that date to Mr. Salmon. Mr. McBeth. and tvio Robson Ranch Ilomeowners Association

6 contacts suggesting meetings between Picacho and the recipients.

7 On August 25. 2025. the public comment proceeding was held as scheduled. with Picacho and

8 Stafiappearing through counsel and Mr. Salmon appearing pro se. Mr. McBeth did not appear. During

0 the public comment proceeding. comments were provided by 18 individuals. all olwhom opposed the

l() level ofratc increases proposed for the Picacho utilities. ()ne commenter provided exhibits. which the

l I presiding Administrative Law Judge("Al.J") offered to have tiled in this matter.

12 On the same date. the Hearing Division filed a Memorandum along with the exhibits provided

13 at the public comment proceeding.

14 ()n August 26. 2025. the Commissions Consumer Services Section tiled a collection of several

15 comments provided on this matter on August 24 and 25. 2025. Among those was a "lltilities Complaint

/16 lorm" I a submitted by Mr. McBeth on August 25. 2025. in which Mr. McBeth stated that he had

17 participated as a remote listener during the public comment proceeding on August 25. 2025. and made

I18 substance statements regarding his position in this matter. Mr. I\lcBeth did not indicate in any way

19 that he had provided service of his "Utilities Complaint Form" to the other parties in this matter.

20 ()n August 27. 2025. a Procedural Order was issued ordering that Mr. MeBeths "Utilities

21 Complaint Form" was not to be considered a public comment in this matter. as parties are not eligible

22 to provide public comment. and ordering all parties to ensure they provided service olall tilings made

23 by them on all other parties and to include with each tiling a certification olservice showing the names

24 of the other parties and the addresses used.

25 ()n August 28. 2025. Rose Law Group pc tiled a Notice of Appearance as counsel fOr Mr.

26

27

28

" No additional public comment meeting was scheduled because the notice had been provided two weeks before the
scheduled public comment meeting andanother public comment meeting was to be held on the list day of hearing.
" This is the form used by members of the public to submit comments through the Comnlissions website. Those comments
are routed to Staffs Consumer Services Section. which then files them.

8167410 DECISION no.
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I Salmon.

2 Salmon tiled his Direct Testimony.On September 2. 2025.Mr.

q5 On September 3. 2025. Staff tiled the Direct Testimony (non-rate design) of Brenda Perez-

4 Palacios. StaltPublic Utilities Analvstl l)avid C. Parcell. Principal and Senior Economist otTechnical

5 Associates. Inc.; and Camry Aten. StattUtilities Engineer II. Stallstated that the testimony was tiled

6 a day late due to technical issues.

7 ()n September 16. 2025. StatT tiled the l)ireet Testimony (rate design) of Ms. Percy-Palaeios

8 and Mr. Aten.

9 ()n October 8. 2025. Picacho filed the Rebuttal Testimony of Ms. Scliwanz. Mr. I larson. Ms.

lo Barbec. and Mr. Bourassa.

I I

I 3

14

()n October 2(). 2025. Rose Lan Group pc filed a Notice of Appearance as counsel fOr Mr.

12 McBcth and a second Notice olAppcarancc naming an additional attorney as counsel fOr Mr. Salmon.

()n ()ctober *9. 2025. Mr. Salmon tiled his Surrcbuttal Testimony.

On October 30. 2025. Stallliled the Surrcbuttal Testimony oIMs. Perez-Palacios. Mr. Parccll.

15 and Mr. Aten.

16 ()n ()ctobcr 3 I . 2025. Picacho. Stals. Mr. Salmon. and Mr. McBetl1 filed Notices regarding their

17 intended manner of participation in the hearing. all indicating that counsel and witnesses intended to

19

21

23

18 appear in person.

On November 7. 2025. the Hearing Division received a request from Picacho to schedule a

2() procedural conference regarding a discovery dispute with Mr. Salmon. In response. a telephonic

procedural conference was scheduled tor November IU. 20"5. and Pica cho was directed to contact the

22 other parties and notify them. as required by the scheduling Procedural Order.

On November 10. 20>5. the telephonic procedural conference was canceled at Picacllos

24 request."

25 ()n November 12. 2025. Picacho filed the Rejoinder Testimony of Ms. Schwarz. Mr. llanson.

26 Ms. Barbee. and Mr. Bourassa as well as its witness summaries.

27

28 lt The request was made to administrative personnel of the Hearing Division and relayed to the ALJ.

81674DFCISION NO.l l
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I Also on November 12. 2025. Mr. Salmon filed his witness summary.

2 ()n November 13. 2025. Picacho. StalT. and Mr. Salmon filed their respective exhibits lists

3 along with the exhibits included thereon. Staff also tiled its witness summaries. and Picacho also lilcd

4 a Notice of Filing Joint Issues Matrix.

5 ()n November IL 2025. the pre-hearing conference was held as scheduled, \\ ith Picaeho. Mr.

6 Salmon. Mr. McBeth. and Staltappearing through counsel. Several motions were considered and ruled

/7 upon. w tress scheduling and participation methods were discussed. and the parties were requested to

8 address at hearing specilie issues not lully addressed in pre-liled testimony.

q Also on Novcmber 14. 2025. Staffliled a revised list of exhibits.

I0 ()n November 16. 2025. Staff tiled an additional exhibits list and the additional exhibits thereon.

I I ()n November 17. 2025. belbre the evidentiary hearing commenced. an additional public

12 comment meeting was held. during which 17 individuals provided public comment. all in opposition

13 to the requested rate increases.

14 Also on November 17. 2025. after the public comment meeting. the hearing proceeded as

15 scheduled before a duly authorized ALJ of the Commission. with Picacho. Mr. Mclieth. Mr. Salmon.

16 and Staff appearing through counsel. During the hearing. Picacho presented exhibits and the testimony

17 olMs. Schwartz. Mr. llanson. Ms. Barbee. Mr. Williamson. and Mr. Bourassa. Mr. Salmon provided

18 exhibits and his own testimony. Mr. McI3eth did not provide exhibits or testily." Stall provided

19 exhibits and the testimony oIMr. Parcell. Ms. Percz-Palacios. and Mr. Aten. At the conclusion of the

2() hearing. it was determined that Picacho would tile as a late-filed exhibit (I.FI") a schedule and larill

21 clarifying specific rates for Picacho Water. and Staff or Staff and Pica cho jointly. were directed to file

22 a LFE showing for Picacho Sewer what rates would be with the revenue requirement to which Staff

23 and l'icacho have agreed and with a two-year phase-in. three-vear phase-in. or five-ycar phase-in of

24 the rate increases (with no lost revenue for Picacho). Additionally. the parties were directed to tile

25 simultaneous closing briefs by December l 9 2025.

26

27

28

14 At hearing. counsel for Mr. McBeth requested that Mr. macBeth be allowed to provide an opening statement himself.
Initially, this opportunity vias granted over the objections of Picacho. When it quickly became evident that Mr. l\1 cBeth
was going to make assertions that had not been included in any evidence provided by him (because he provided no pretiled
testimony or exhibits). and consistent with Picachos refreshed objection, Mr. McBeth was prevented from providing an
opening statement. As a party. Mr. McBeth was ineligible to provide publiccomment.

81674[)F(ISION NO.12
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I Also on November 17. 2025. Picacho tiled a Notice of Filing Revised .lim Issues Matrix. and

2 Pieacho and Mr. Salmon each filed an additional exhibits list and the additional exhibits thereon.

3 ()n November 18. 2025. the hearing concluded. Additionally. Staff tiled an additional exhibits

4 list and the additional exhibit thereon.

5 ()n November 21. 2025. Picacho Iiled the Iirst required LFE. which it labeled as Exhibit A-34.

6

7

()n December 4. 2025. a Procedural Order was issued directing Stalland Picacho. by December

l 0. 2025. to tile the second required LFE. showing the phase-in schedules. eithcrjointly in in agreement

8 or separately. in which case they were also ordered to provide an explanation of the points of

9 disagreement.

l()

l l

()n December I(). 2025. Picacho tiled a Joint Notice of Filing Late-Filed Exhibit. which

included l'icachos phase-in schedules, labeled as Fxhibit A-35. and Statlls phase-in schedules. labeled

12 as Exhibit S- I 3. as well as a description of Picacho and Stallls disagreements as to both the manner in

13 which interest should accrue on IOrgonc revenue (according to Pieacho. on a monthly compounded

14 basis through all phases until full recovery is obtained. and according to Staff. on a simple annual basis

15 only during the phase/s when the revenue is forgone) and on the interest rate to be applied lo the forgone

16 revenue (according to Picacho. the weighted average cost of capital. and according to Stall. 6%. the

17 rate applied to customer deposits). The Joint Notice stated that the phase-in schedules had been

18 provided to counsel fOr Mr. Salmon and Mr. McBeth.

19

21

()n December I I. 2025. a Procedural ()rdcr was issued requiring Stalland Picacho. separately

2() or jointly. to provide to the Hearing Division. by December 15. 2025. on USB flash drivels. their

electronic phase-in schedules and the workpapcrs supporting their phase-in schedules and. upon

22 request. to provide the same to each other party. The Procedural ()rder also admitted into evidence

23 LFEs A-34. A-35. and S-I3.

24 ()n I)ecember 19. 2025. Picacho. the lntcrvenors. and Staff tiled their briefs.

25 ()n I)ecember 29. 2025. StatTliled a Notice of Errata to its brief.

26 ()n January 15. 2026. Picacho filed a Request for Telephonic Procedural Conlercnce stating

27 that the procedural conference was needed primarily to allows Picacho to provide an update to the parties

28 and AL.l on the status of a new water storage tank. Picacho and Staff had agreed that the water storage
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I tank should be included in post-test-vear plant br Picacho Water. provided that an Approval of

2 Construction for the water tank was obtained before a Recommended Opinion and ()rder ("R()()") was

/

6

3 issued in this matter. and that the water tank would be removed from post-test-year plant if it \\ as not.

4 Additionally, Picacho expressed disapproval of Mr. McBeths recently having had an opinion piece

5 published in the Arizona Cupilul Times concerning his thoughts on this matter.

Also on January 15. 20"'6. counsel tor Interveners Mr. Salmon and Mr. McBeth tiled a

l0

7 Response in Opposition to Request br Procedural Conference stating that the procedural conference

8 was unnecessary because the update on the storage tank would not be evidence and that Mr. McBeth

9 has a lirst Amendment right to publish his opinions in a newspaper.

Also on January 15. 20"6. a Procedural ()rder was issued scheduling a telephonic procedural

I l conlCrence to be held on January 16. 2026. to obtain the update on the status oI the storage tank. The

12 Procedural Order prohibited discussion of Mr. McBeths opinion piece during the procedural

13 conlCrencc. recognizing that Mr. macBeth has a constitutional right to express his views publicly and

14 that the newspaper has a constitutional right to publish what it sees lit to print. The Procedural ()rder

15 lurther clarified that Mr. MeBeths opinion piece is not considered to be public comment or evidence

16 in this matter and will not he considered herein.

17

21

()n January 16. 2026. the telephonic procedural conference was held as scheduled. with all

18 parties appearing through counsel. Picacho explained that due to an unanticipated requirement to

19 obtain a building permit from the City olFloy Tor the storage tank. Picacho would be unable to obtain

20 an Approval of Construction for the storage tank before the expected tiling dale for the Roo in this

matter. Pica cho asked when it should provide revised schedules showing the exclusion of the storage

22 tank from post-test-year plant. and it was determined that Picacho would file a set of revised rejoinder

23 schedules for Picacho Water. with the storage tank excluded lrom rate base and all flow-through results

24 shown. before close of business on January 23. 2026. Pica cho confirmed that it would coordinate with

25 Staff to ensure Staff agreed with the revisions before the revised scheduled were tiled. It was further

26 determined that Picaeho would by the same time submit to the Hearing Division an electronic copy of

27 the revised schedules. with all worksheets included. The ALJ stated that the revised rejoinder schedules

28 would be considered a LFE and admitted as such. to which no party objected. Additionally. the ALJ

81674[)Ii(lSI()N NO.I-l



DOCKET NO. W-035"8A-25-0056. ET AL.

I informed Picacho that it would be necessary to extend the timeclock br the decision in this matter due

a4. to the delay. and Pieacho conceded that such an extension "auld be appropriate.

3 On January 20. 2026. a Procedural Order was issued memorializing the determinations made

4 during the telephonic procedural conference. including the tiling and submission requirements.

5 admission of the revised rejoinder schedules for Picacho Water as LFE A-36. and extension of the

6 timeclock for this matter to March 26. 2026.

7 ()n January 22. 2026. Picacho tiled LlE A-36 and provided the llearing Division with the

8 required electronic schedules.

/q Sincc the rate applications were tiled. approximately 209 distinct public comments have been

10 tiled in opposition to the proposed rate increases. with one public comment acknowledging that an

I I increase is needed but requesting that it be implemented over time.

12 . Utilities Systems & Re ulatorv C`om valiance

13 A. (rcncral Background

14
, . . . . . , . 5 . . .
The Plcacho utilities are both organized as C corporations.! Both bIV¢ customers within a

15 development built be Robson entities and known as Robson Ranch. a 3.000-acre community south of

/16 Casa (irande in Pinal County. with Picacho Water serving approximately l.0()0 customers and Pieacho

17 Sewer serving approximately l.8()0 customers in the lest year ending October 31. 20"4 ("TY")."'

rI 8 Fver) residential customer in Robson Ranch is a customer olboth Picacho utilities. 17 The vast majority

19 of the Picacho utilities customers are residential customers served by 5/8" x 3/4" meters."

20 The rates currently charged by the Picacho utilities are those established when their cenitieates

21 of convenience and necessity ("C(l&Ns") were granted in l)ecision No. 6l 26() (November 25. I 998)

22 (Picacho Water) and Decision No. 61994 (October 8. I 999) (Picacho Scv\cr).!° I)ecision No. 6l"66

23 ordered Picacho Water to lilc a rate application within 36 months alter commencing permanent service

24

25

26

27

28

15 Tr. at l IS.
" Ex. A-l at l-2: Ex. A-7 at 1-2.
17 Tr. at 76.
la See 0' g., Ex. A-I8 at 090. Of the 1.883 TY water customers. 1.809 are residential customers served by 5/8" x 3/4"
meters. (Seeitll )
" Ex. A-I at 2, Ex. A-2 at 2. Official notice is taken of Decision No. 61266 and Decision No. 61994. Picacho Sewer did
not serve its first customer until 2006. Picacho \\aters and Picacho Sewers (C&N service areas were extended in
Decision No. 67670 (March 9. 2005) and again in Decision No. 69174 (December 5. 2006). Official notice is taken of
these decisions as well.
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I to its first customer. and Decision No. 61994 ordered Picacho Sewer lo file fOr a rate review within 36

2 months alter commencing service to its first customer.2" Decision No. 65133 (August 29. 2()02)

3 subsequently prohibited Picacho Water and Pieacho Server from tiling rate case applications until at

4 least 60 months tier commencing service to their first customers. thereby superseding the requirements

5 to tile within 36 months. and did not impose any new rate case tiling requirement." Picacho Water

6 commenced service to its first customer on February 17. 2006.22 Picacho Sewer also commenced

7 service to its first customer in °0o6." Neither Pieaeho Water nor Pieacho Sewer has ever tiled a rate

8 case application before this matter.

q In Decision No. 65 I 33. Pieacho Water and Picaeho Sewer vtere granted approval to issue new

10 common stock equity in the amounts of $5.7 million and $7.7 million. respectively. and the

l l Commission expressly found that the use of l()0% equity financing l"as] in the long-term interest of

12 ratepayers and the utilities" and that A.A.C. R I 4-2-406(D) does not mandate the use oladvances in aid

13 of construction ("AlA(") to fund plant."

14 l Inlike some homebuilders/developers. the Robsonentities in Robson Ranch did not limit home

15 sales to one unit (or area) ofdevclopment at a time and then build that unit out before moving on to the

16 next: instead. the Robson entities opened up various units throughout the community and built within

17 the various units at the same time." As a result. to serve the various units. Pieacho has had to build

18 more spread-out plant. and to build more plant. throughout Robson Ranch than would have been

19 necessary otherwise.2" Staffs engineering testimony shows that Pieacho has extended water and sewer

2() utility inIrastructurc to 21 distinct units oI development within Robson Ranch."

21 When the Robson entities of ned the Pieacho utilities. all utility plant \\IS funded with equity."

22 As a result. the Pieacho utilities had no plant funded w ith AlA( or contributions in aid olconstruetion

23

24

26

27

28

to Decision No. 61266 at I I: Decision No. 61994 al 9.
i .Yee Decision No. 65 133 at 13. Official notice is taken olDecision No. 65133.

25 2: Compliance filing by Picacho Water made in Docket No. W-03528A-98-0l 17 on March 2. 2006. available on eDocket
as tiling 0000043834. Official notice is taken of this compliance filing.
1 Fx. A-2 at 2.
4 Decision No. 65133 at 8. IZ. 13. 0fTicial notice is taken of Decision No. 65133.

'S Tr. at 159.
:6 Tr. at l 59.
7 Ex. S-6 at 000340: see Ex. S-6 at 000322. 000324.

zs Tr. at 229.
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l ("ClA(") during the TY. and their rate bases are higher than they would be if any plant lunded with

2 outstanding AlA( or (lA( \\ ere included in rate base." Mr. Bourassa and Mr. Aten testified that it

3 would have been appropriate (even "typical" according to Mr. Atcn) fOr Picacho to use AIAC or CIA(.

4 to fund on-site facilities." meaning those that arc within the development. and to use CIAC to fund

5 some portion of oll-site facilities such as treatment plant. transmission mains. water treatment. and

6 storage tanks." Mr. Bourassa also testified that it would have been appropriate to have some debt on

7 the utilities books.3! But. Mr. Bourassa observed..1\\ Water "bought the problem that Robson

.. . !_ . . . . . .8 created by never filing for a rate case; 7 Because neither of the Picacho utilities has had a rate case in

0 the past 25 years. much oltheir plant has been fully depreciated. approximately 48% for Picacho Sewer

I() and 30% for Picacho Water." Additionally. Picachos failure to file for rate increases since obtaining

l l their C(&Ns most likely resulted in their customers paying less Tor service over the intervening years.

12 as no rate increases have occurred. and no rate ease expenses have been incurred and passed on to

113 customers: 4

14 According lo a demographics sheet provided by Robson Publishing. and quoted at hearing by

l 5 Ms. Schwartz. 82% of residents in Robson Ranch have an annual household income of $l 25.()()() or

16 more. the median home sale amount fOr Robson Ranch is $468.0()(). and 36% of Robson Ranch

17 residents live there only during the winter months." Ms. Schwartz testified that Robson Ranch has not

18 experienced significant growth in recent years. although it is planned to he built out at approximately

19 5.000 I1omes.3" Ms. Schwartz further testified that there are no s Jecial contract rates or a 'rcements inI I:

20 place between Picacho (or .IW Water or CVC DIF) and anv of the Robson entities concerning the rates

21

22

23

24

25

26

27

28

"' Tr. at 230. We use the term "outstanding" because AlA( is refunded over time, and (lA( is amortized over time. (See,
e.g., A.A.c. Rl4-"l03(Al(3)(h) and Appendix B. Schedule B-I: A.A.(`. RI4-2-406(D)1 A.A.(. R14-2-6(l6(().)
to Tr. at »38-239. "4 l-242. 499. Mr. Aten also stated that his adjustment tor plant held (Br future use was an effort to
address the lack of AlA( and Cl.\( to some extent. (Tr. at 492-494.)
.al Tr. at 239.
" Tr. at 234.
33 Tr. at 23 l .
34 Tr. at 3 13-314.
is Tr at 69-70. Ms. Schwartz acknowledged tl\at she did not know how the Robson entities collected the information
conveyed or whether it was accurate. although she has no reason to believe that the Robson entities would publish inaccurate
information on their website. (Tr. at l"8.) According to Ms. Schwartz. Picacho asked Mr. Salmon for community financial
information. and he declined to provide it because he argued it was not relevant. (Tr. at 129.) At hearing. Mr. Salmon
characterized the information from Robson Publishing as "Robson sales propaganda." stated that he had no idea whether it
was accurate. and conceded that he had no data to contradict it. (Tr. at 4 I 7-418.)
is Tr. at 95-96: see Tr. at 428.
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I

2 B.

that can be charged to any CUStON1Cl.37

Picacho Water

1J

5

The evidence establishes the following concerning Picacho Water's system and compliance

4 with requirements imposed by the Arizona Department of Environmental Quality ("AI)EQ"). the

Arizona Depanmcnt of Water Resources ("ADWR"). and the Commission:'*'

6

7 2
8 Wells & Storage

<)

10

I I

12

13

14

15

Picaeho Water
Public Water System
"PWS" AZ04 l I 135

Two potable \\ aler wells
(Well #I and Well #4). one
non-potable water well used
for irrigation (Well #5). and
one storage tank
As oithe hearing. Picacho
was waiting tor two pans to
complete construction otan
additional storage tank. :utter
which it would be able to
apply to ADF() fOr Approval
olConstruction.3"
L883
885 gallons per day ('°gpd")

16

607 gpd
17

18

Customer Meters
Pcak Average Daily
Dtflttllltdw
Annual Average Daily
Demand
FY Water Loss
Daily Production Capacity

19

20 Stora 'to Ca acitv

8.3%
3.460 gallons per minute
("rpm") potable
3.440 r m non- otablc
900,000 'allons

21

22

23

24

25

26

27

28

17 Tr. al lOl-l02.
"' Ex. A-I at 008: Ex. A-l I at 3: Ex. A-I4 at 1-2, Ex. A-I8 al 089: Ex. S-I at 4: Ex. S-6 at 4. 5, 7. 8, II: Tr. at 139. 144-
145. 146. 157. 481. 482-483. Staff agreed to include the new storage tank in post~TY plant ("PTYP") provided that at
Approval of (`onstruction was obtained before a R00 was issued in this matter because it is important for system
redundancy to serve current customers. and the delay in completion of the project \\ as not Picachos fault. (Tr. at 484.)
Mr. Aten noted that although the costs for the storage tank project had increased beyond what Picacho initially requested
to have included in PTYP. Picacho has not requested to have the additional costs included in Picacho Watcrs rate base.
(Tr. at 488.) Mr. Aten also agreed that the cost of the storage tank is such that il it were not included in PTYP in this matter.
Picacho Water would likely need to file another rate case to have the storage tank cost included in rate base. (Tr. at 488
489.)
"' As was revealed in the telephonic procedural conference of January 16, 2026. Picacho discovered alter the hearing that
it must obtain a permit tor the storage tank front the city of Eloy.
to All daily demand figures are per connection.
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YesI
2

Yes
3

Yes. Pinal County AMA
4

5

6
Yes
Yes
Yes

7

Sufficient Storage &
Production Capacity to Serve
Current Customers"
Plant Added llsed 8:
Usclul"' l
In an Active Management
Area (AMA") and. ifso.
which AMA?
Com lance with ADF ?42
Com lance with AuwR?*'
Compliance with
Commission"
Complaints

8
T"o in 2025 related to
rates/tariffs
None in 2022-2024<>

I () Picacho Water has a Commission-approved Cross-Connection or Backliow Tariff and included

I I in its water rate application a proposed Cross-Connection or Backliow IarilT and a proposed

12 Curtailment Plan larilTconsistent with the Commissions current standards." StalThas recommended

13 approval of each olthese proposed tarifls."'

14 I" echo Watcr has 50 " d t  I . u son customers" these ustoncr a v its I" r~se tIL rest en la IrrI,a . c I CC( LII up t.. n

I 5 meters and accounts paid for by the Robson Ranch Homeowners Association ("Robson loA") for

16 irrigation of leatures in shared residential areas such as landscaping. pocket parks. do » parks. and water8

17 features." The Robson Il()A is controlled by the Robson entities." Picacho Water serves the

18 residential irrigation customers with potable ground"ater because the system does not have an

I19 alternative water source available to deliver to those areas." The "residential irrigation customers"

5 l20 combined consume nearly as much groundwater as all olthc residential customers combined. '

21

22

23 I
24

'I "Plant Added Used & Useful" refers to the plant added through the end of the post-TY period.
" For a water system. "Compliance with ADEQ" indicates that a system is currently delivering water meeting the water
quality standards of 40 C.F.R. 141 and 18 A.A.(. 4.
41 For a water system. "Compliance with ADWR" indicates that the system is compliant with Al)\\R requirements
governing water providers and"or conimunitv water systems.
44

25

26

27

28

"Con1pliance vtith Commission" means that a search of the Commissions compliance database shows that a company is
in compliance with all trackablc requirements therein.
*' Ex. A-I al 003. 020-025.
*" Ex. S-6 at 12.
47 Tr. at 135-136. One of these water features is the late at the entrance to the Robson Ranch community. (Tr. at I 47.)
'8 Tr. at 327. 462.
.w Tr. at 136137.
$0 See Ex. Al5 at 087. In the TY, the residential class consumed nearly 109 million gallons while the "residential irrigation
class" consumed nearly 98 million gallons. (See id )
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I Robson Ranch includes a golf course. which has a lake; the golf course is owned by the Robson

2 entities. and Picacho Watersone IZ" meter customer and its one 8" meter customer represent service

11 to the golf course and lake.51 The golf course is irrigated with effluent when effluent is available. but

5

4 there is not enough cllluent available to cover the golf courses irrigation needs. so Picacho Watcr also

l l | d bl .. S21)..1 W `WIl#5 l"lserves t je go t course \\ It untreate . non-pota e irrigation mater. icac Io aler s e . w HL 1

6 is a non-potable water source. is used primarily to serve the golf course. if additional water were needed

7 to serve the golf course because Well #5 was down. Picacho Water would serve the golf course with

8 otable »roundwater from Well #4.53 The »olf course and lake to ether consume more 'roundwatcrp g g g g
40 than all of the residential customers combined.q

10 » I.I'lcach< Sew 'rC.

I I The evidence establishes the Iiwllowing conccrnin" Picacho Sewcrs system and compliancec

12 with the requirements oIADI"Q and the Commission:55

13

14 _
Trcatmcnt Plant15

16 Lily Stations & Approximate
Linear Feet ("I,F") of Mains

17

18

19

Picacho Sewer
Aquifer Protection Permit

"APP") No. P-l03890
Picacho Water Reclamation
Plant ("WRP"
Five lift stations.
approximately 17.000 LF of
force collection mains. and
approximately 88.000 LF of
ravit collection mains

1.8255"

20 I d$7

Service Connections
Effluent Grade & Permitted
Desi »n Ca act

A+ Effluent
Permitted for 250.000

21

22

23

24

25

26

27

28

Si Tr. at 130. l46~l47.
sz Tr. at 138-139,
53 Tr. at 139. 147-148. We note that Decision No. 69174 prohibited the Picacho utilities from "selling groundwater fOr the
purpose of irrigating any future golf courses within the certificated expansion areas or any ornamental lakes or water
features located in the common areas of the proposed new developments within the certificated expansion areas" added to
their respective C`(l&Ns in that decision. (Decision No. 69174 at 9-I0.)
54 Sec Ex. A-I5 at 087. The golf course lake customer class consumed nearly 170 million gallons in the TY. while the
residential class consumed nearly 109 million gallons. (See Ex. A-I5 at 087.)
55 Tr. at 148-149. 157-158. 160. 48 l; Ex. A-I8 at 195: Ex. S-I at 4: Ex. S6 at 2-3. Ex. S8 at 1-2.
So Staff identified 2.059 service laterals. (Ex. S-6 at 3.)
$7 Picacho Sewer is building a new WRP that will be permitted to treat 499.000 gpd but it is not yet completed and in
service. Picacho has not requested recovery for its cost in this rate case, and StalT has not made a prudency or used and
usefulness analysis or determination concerning it and will consider those issues in a subsequent rate case. (Ex. S8 at l
3.)
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I

2

QJ

210.000 gpd
84.0%
I 13.000 gpd
45.2%
Yes

4

5
o

Yes
Yes
Yes6

7 None in 2022-2025

High Peak Daily Flow &
Percents »c of Ca acitv Used
Low Peak Daily Flow 8:
Percenta Fe olCa act Used
Sufficient Treatment
Capacity to Serve Current
Customers'7
Plant Added Used & Useful?
Com lance with ADE ?
Compliance with
Commission
Com faints

8

/

/

21

Although the WRP currently receives Hows that are below the maximum flow capacity for its

9 design. the content of the Hows it receives overload the WRP from a biological standpoint and thus

10 from a treatment standpoint." The current WRP cannot handle the biological content of the inflow

I l and docs not allow enough time to complete the treatment process nonnally.5° Because of the content

12 of the inflow the current WRP is no longer operating at its original design. so Picacho Sewer personnel

13 need to manipulate the set points within the process control system constantly throughout each 24-hour

14 period. resulting in significant overtime and substantial additional costs. which are reflected in the lY

15 operating CXPCl1SCS.60 Picacho Sewer currently has under construction a 11¢\r\ WRP. designed to treat

lO 499.()0() gpd. which will completely replace the current WRP."' The treatment-related additional

17 expenses experienced in the TY should be diminished after the new WRP is constructed and placed

18 into service because the new WRP has been properly designed to treat the actual content of the inflow

19 received. 62 Additionally. because current customers require only 250.000 gpd of capacity. the new

2() WRP will have significant excess capacity to serve growth." The new WRP has an estimated cost of

approximately $15 million."" Construction olthe new WRP commenced approximately a month and

22 a half before the hearing in this matter. but the planning for it started approximately a year and a half

23 to two years earlier.65 Picaeho considered adding to the existing WRP to expand the treatment capacity.

24

25

26

27

28

"Tr.at 140-141.
salz Tr. at 158. For example. the WRP was designed to treat flows with ammonia levels of up to 40 mg per liter but is seeing
an average of60 mg per liter of ammonia in the inflows it receives. (Tr. at I12.)
'AU Tr. at 149~150.
61 Tr. at 142-143.
61To at 150, 161.
as Tr. at 142-143.
"" Tr. at ISI .
65 Tr. at 162.
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l but determined that the cost would be the same as building a new WRP with a new treatment process

2 that is more sustainable.""

3 Picacho Sewer disposes of the effluent produced be its WRP through both direct reuse (to

4 irrigate the golf course and till the golf course lake) and recharge. depending on the needs fOr water to

5 the golf course and the golf course lake."

6 l\'. A ) xlications - Rates & Financier

7 A. Actual & l'ro Forma Capital Structures

8 The Picacho utilities have actual capital structures of I 00% stockholdcrls equity. with the rate

0> a Iieations re ortin 1 ca italization of $9.')92.78() for Picacho Water and $7.267.485 for Picaehopp p 2- p

I() Sewer."" The rates Iications uses ro IOrma ca ital structure ol70%e uit and 30% Ion '-term debtPP p p q y I>

I I tor both Picacho utilities. which Ms. Schwartz described as the right amount of levcraging for each and

12 as a means to mitigate the impact of the necessary revenue increases because debt is less expensive

/13 than cquity."° Pieacho aeknowled *es that 100°0 equity is not a balanced capital structure and hasE

14 expressed an intent to obtain debt authority to reach and then to maintain a capital structure of 7()%

15 equity and 3()% debt for the Pieacho utiIities.7°

16 B. Financing Applications

17 The water Iinancing application seeks authority Igor Picacho Water to issue evidence of

18 indebtedness oI up to $4 million and to encumber its real property and utility plant as security for the

19 indebtedness." Picacho Water assigns that it desires to borrow the amount needed to achieve a ca italp

20 structure of 7()% equity and 30% debt. which it estimated to be $3.522.563.72 Picacho Water states

21 that it intends to enter into new loan agreements every six months as needed to maintain this capital

22 structure. without total debt exceeding $4 million." Picacho estimated that with the requested

23 Iinancing. Picacho Water would have a Debt Service Coverage Ratio ("[)S(") of 6.03 and a Times

24

25

26

27

28

6b Tr. al 162-164.
"1r. at 137-138.
"XEx. A-I5 at 038; Fx. A-I6 al 038.
"" Ex. A-5 at 009,
UEx. .\-5 al 009: Ex. A-3 at 2: Ex. A4 at 2.

71 Ex..\-3 at I.
7 Ex. A-3 at 2.
7; Ex. A3 at 2.
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I Interest Earned Ratio ("TlER") of 5.44 based on a projected 2026 balance sheet and income

2 S\8\€111@1li.74

3 The sewer financing application seeks authority tor Picacho Sewer to issue evidence of

4 indebtedness of up to $8 million and to encumber its real property and utility plant as security tor the

5 sindcbtedness.7 Picacho Sewer asserts that it desires to borrow the amount needed to achieve a capital

6 structure of'/0% equity and 30% debt. which it estimated to be $2.206.887.7" Picacho Sewer also states

7 that it intends to enter into 118\\ loan agreements every six months as needed to maintain this capital

8 structure. without total debt exceeding $8 million.77 Picacho estimated that with the requested

O linancin I Picacho Sewer would have a DSC of 4.90 and a lll.R of 3.80 based on a roected 20268 p .I

xl() balance sheet and income statement.7

l  l The lender for the Iinancings would he JW Water or an aIIiliate fOrmed spccilically fOr the

12 purpose of lending money to its subsidiaries.7° Picacho proposed for each loan to be provided at a

I 3 fixed rate based on the 2()-year ll.s. Treasury rate on the closing dale plus 2()0 basis points. lo have a

14 term of no more than *() years alter closing, and to he amortized on a mortgage-stvle basis.'"' In the

I 5 financing applications. Picacho identified the estimated interest rate as 6.7/o/o. based on the April 24.

/16 "025. U.S. Treasury rate ot4.79° 0xl The financing applications included certified resolutions Irom the

17 boards of directors for the Picacho utilities."

18 ( . Rate Applications

19 Picacho started preparing the rate applications almost immediately alter the Picacho utilities

2() stock was purchased be JW Water because both utilities have been underearning for years and because

21 Picacho Sewer ex ects to com Iete the new WRP in 2026 and to file another rate case applicationp p

22 promptly after the WRP project is completed."

23

25

26

27

24 u Ex, A-3 al 3. 007.
sw Ex..-\-4 at l.

71. Ex. A-4 at "
77 Ex. A-4 at >.
ex Ex. A-4 at 3.
7: Ex. A-3 at 3: Ex. A-4 at 3.
Rn Ex. A-3 at 3: Ex. A-4 at 3.
al Ex..\-3 al 0l0; Ex. A-4 an 010.

28 " Ex. A-3 at 0 I9: Ex. A-4 at 019. The board is comprised of Mr. Williamson. (See Ex. A-3 at 010; Ex. A-4 at OI9.)
"'Tr.at 117-119. l"7.
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I Picacho proposes to have the rates for the Picacho utilities determined using original cost rate

2 base ("0(RB") as fair value rate base (FVRB").'"

3 Picacho and Staff are now in complete agreement as to the O(RBs/FVRBs. costs of capital and

4 capital structures. revenue re uircments. and rate designs for the Picacho utilities." All of these itemsq

5 were originally contested, but Picacho and Staff each changed positions through their testimonies.

6 eventually reaching agreement. Picacho and StatT have not entered into a settlement agreement.

7 however. and the Interveners oppose the joint positions reached be Picacho and Staff. Picacho asserts

8 that it changed its position to match Staffs on several items as a concession to mitigate the rate impact

860 to customers.

l() t . Cost of Equity, C`ost of Debt, & Weighted Average Cost of C`apital

l l (°*wA(C")

12 Mr. Bourassa estimated cost of equity ("COE") fOr the Picacho utiliticsl" using l'icaehos pro

13 lorma capital structure and based on his analyses using a Discounted Cash Flow method ("D(F"). three

14 Risk Premium methods (including the Capital Asset Pricing Model ("CAPM"). his review ofexpcctcd

15 economic conditions for the period rates will be in effect. and his determination of Picachos financial

16 risk and business and operational risks." For his analyses. Mr. Bourassa used a proxy group olseven

17 publicly traded water utilities: American States Water. American Water Works. Fssential Utilities.

18 CalilOrnia Water Company. Middlesex \\aler. SJW Corp.. and York Water Lompany."° Ile reported

19 that the xerox fros com arcs arc much jar 'er and less risky than the Picacho utilitics.°" Mr. BourassaI y g p p g .
20 included a business risk adjustment of I 2() basis points fOr each of the Picacho utilities based on "the

21 differences in risk (business. regulatory liquidity. size)" between the Picacho utilities and the proxy

22 group and a linaneial risk adjustment of -60 basis points based on the low level of debt in the Picaeho

23

24

25

26

27

28

so Tr. al I 16.
ss Tr. at 104. 259-260, 318-320. 505: Ex. S5 at 000256.
Ko See. up. Tr. al I I I .
av The narrative portion of Mr. Bourassas direct testimony on COE for the Picacho utilities was identical. (Sue Ex. A-20
at 00l.) As admitted as Exhibit .\-"". however. the C`OE direct testimony br Picacho Sewer does not include the cost of
capital tables included in the (Ol direct testimony br Picacho Water (Exhibit A-10). (See A-20 at 050-06l: Fx. A-22
at 050-05 l .) It is understood. however. that the cost of capital tables included in the Picacho Water direct testimony apply
equally to Picacho Sewer.
xx Ex. A-20 at 005: Ex. A-22 at 005.
"" Ex. A20 at 0l8; Ex. A22 at 018.
"" Ex. A20 at 019-020; Ex. A-22 at 019-020.
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l utilities proposed capital structures as compared to the proxy group. resulting in a net increase of 60

2 basis points for the Picacho utilities as compared to the proxy group.°' Mr. Bourassals analyses

1 911 produced the following results:

4

5
Selected Range of

Results
Selected Result-

Picacho

6
7.5% - l 3.0%

10.06% _ l0.48%"3

Selected Result-
Proxv (.rou )

9.60%
l 0.27%

l 0.20%
l 0.87%

7
I 0.0% - l0.8%°4 I 0.60% I 1.20%

8
10.0% - I I0%05 l0.40% I l.00%

9

I0
l 0.20% l 0.80%Q_ _I I

DCF (Constant Growth)
Risk Premium (Avg al[)(l
Estimates 2015-2024)
Risk Premium (Total
Returns 1995-°024)
CAPM (Traditional CAPM,
Empirical CAPM. and
Modified CAPM
Average of Selected
Results
Recommendation 10.80%

12

I 3 For the cost of debt. Mr. Bourassa used 6.19%. based on the expected borrowing costs for JW

14 Water. estimated as the yield on a 20-vear U.S. Treasury bond plus 2()0 basis poitIls.%

I 5 Betbrc the agreement with Staff. Picacho proposed the following WA(( for the Picacho

16 utilities:Q7

17 olllllllll.E8§llllll
/

18

Cost
6.49%
l 0.80%

Dcht
E( uitv
Total

30.00%
70.00%
l00.00%

Wei htcd Cost
l.95%
7.56%
9.5 l%_19

2()

21

22

23

/
24

25

26

27

28

"! Ex. A20 at 005-006, 027-028: Ex. A-22 al 005-006. 027-028.
" Ex. A-20 at 051. 056. 058.
do The range of results based on the individual years was 7.97% to l 0.l9%. which averaged in 9.l0%. (So Ex. A-20 at
058.) .\lr. Bourassa used a 5-year average and a I0-year average and an average of forecasted treasury rates. (Sum Ex. A-
20 at 058.)
<14 The average for 20 years was l 0.0%. and the average for 30 years was l 0.8%. which averaged to l 0.4°n. (See Ex, A-20
at 059.) Mr. Bourassa used the 30-year expected long-term treasury bond rate of4.3% (rather than the average br 20 years
and 30 years of3.9%) as the expected long-term treasury bond rate and an estimated current risk premium of6.3%, which
was lower than the average for 20 years and 30 years Of 6.5°/o. (Sec Ex. A-20 at 059.) .\lr. Bourassa stated that the 4.3% is
the December 2024 predicted average long-tenn treasury rate for 2026-2028 as reported by Blue Chip Finance Forecasts.
(Ex. A-20 at 022.)
M The individual results were l0.0% for the Traditional C`AP:\1. l0.2% for the Empirical CAPM. and I l.0% for the
Modified CAPM. (Ex. A20 at 061 .l
"" Ex. A-20 at 006.
u Ex. A-I5 at 032; Ex. A-I6 at 032.
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2. Picacho Water - Initial Water Rate Application Proposals

_
I

s I0.802.332
$ I . I 92.224

($232.032

0

0

l

l

Pica cho Water
OCRB/FVRB
Adusled IY Revenues
Adusted () eratin ' Income/Loss
Current Rate of Return
Re uired O eratin 1 Income
Re uired Rate oIRetum
O eratin I Income [)etllcienc
GRCF
Re uired Increase in Gross Revenue
% Increase in Gross Revenues

-". I 5%
$I.026.978

9.5 I%
$l .259.0I 0

1.351 I
$1 .701 .04 I

142.68%

rThe water rate application proposed the following rate design. as compared to the current rate

Ficacho Watcr Present
Rates

Water Rate
Application
Proposed

MONTHLY MINIMUM (HAR(l»E: lllllllllll_ _ _
s $ 46.05

46.05
I 15. I3
230.25
368.40
736.80

I. I5 I .25
2.302.50
3.684.00
5.295.75
9.900.75
2,947.20
7.920.60

736.80

15.00
15.00
22.00
33.00
44.00

NT
88.00

176.00
200.()0
200.00
200.00
200.00
200.00
44.00

5/8" x 3/4" Meter
3/4" Meter
I" Meter
I I/2" Meter
2" Meter
3" Meter
4" Meter
6" Meter
8" Meter
IO" Meter
IZ" Meter
8" Lake/lrri ation
I 2" Lake/GolfCourse Irrigation
Construction - Hydrant

I

2 The water rate application reported the following TY results and proposed the following

3 ()CRB/FVRB. rate ofretum. and revenue increase:O8

4

5

6

7

8

9

l()

l l

12 design:

13

14

15

16

17

18

19

20

21

22

23

24

26

27

28

98 Ex. A-I5 at 012.
99 Picacho Waters actual TY results. without adjustment. reported operating income 0fS74.557 and a net profit of$ I02.827.
(Tr. at 92; see Ex. A-I5 at 40.)
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I

s 3.00

0.87

s 3.2140
4.4640
5.7140

5/8" x 3/4" Meter and 3/4" Meter -
Residential

0 to 4.000 fvallons
4.001 to 10.000 f allons
Over 10.000 f allons

4.4640
5.7140

5/8" x 3/4" Meter and 3/4" Meter -
Commercial, Irri 'ation

0 to 10.000 gallons
Over l 0.0()0 'allons

3 .2140
4.4640

I" Meter- Residential. Commercial.
lrri ation

0 to 25.000 'allons
Over 25.000 gallons

4.464()
5.7140

I I/2" Motor - Residential.
Commercial. lrri 'ation

0 to 50.000 'gallons
Over 50.000 gallons

4.4640
5.7140

2" Meter - Residential. Commercial.
Irri 'atiun

0 to 80.000 'allons
Over 80.000 gallons

4.4640
5.7140

3" Meter - Residential. Colnmercial.
lrri 'ation

Oto l 60.0()0 »allons
Over 160.000 'allons

4.4640
5.7140

4" Meter - Residential. Commercial.
Irri 'ation

0 to 250.000 allons
Over 250.000 allons

I
4.4640
5.7140

6" Meter - Residential. Commercial.
lrri 'anion

0 to 500.000 gallons
Ox er 500.000 Gallons

COMMODITY RATES:
(Per 1.000 gallons)

2 Residential & Commercial
All Usa ve

3 lrri 'ation
4 All Usa e

5

6

7

8

9

I()

I I

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

_
_ _ _- _=

- _
_ _ _ _ l- -

- Q
- _
- -

_ _ -- _
__ - _- _
_
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8" Meter - Residential. Commercial.
Irri 'ation

4.4640
5.7140

4.4640
5.7140

4.4640
5.7140

2.8570

IZ" Meter - l.ake/Golf Course
Irri 'ation

2.8570

5.7140

At Cost
At Cost
At Cost
At Cost
Al Cost
At Cost
At Cost
At (Yost

1_ _ __ _ _$ -_ _ __ _ __ _ __ * __ = _ __ _ _ _
n_ _ _

__ _
lllullllllllllll

0

.._
........l..
lllllllllll
lllllllllll
lllllllllll
.l..lllllll
lllllllllll__ 1

.._
NT $740.00

(non-interest bearing and fully
refundable upon return of meter in
good condition and pa) rent of final
bill
Hydrant Meter Deposit - 3" Meter

I

2

3

4

5

6

7

8

9

10

1 I

12

13 3.00

14

15 REFllNDAB1.E METER AND SERVICE LINE CHARGES:
Refundable ursuant to A.A.(. R 14-2-405

16 Present Rates Water Rate
A lication

17

kg NT
NT

19 NT
NT

20 NT
21 NT

NT
22 NT

23 Water Rate
24 A lication

25

26

27

28

81674
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Present Rates Water Rate
A lication

SERVICE CHARGES:
_ _ _

-
$25.00
$37.50
$25.00
$30.00

$35.00
Remove

$30.00
$30.00

6.0%
llllHHlll.unlllllnllllln

$I0.00
$15.00

*** 1.5%
NT

Establishment
Establishment (After Hours)
Reconncctinn (Delin rent
Mctcr Test If Correct
Do sit
Do osit Interest
Reestablishment (Within 12 Months
NSF Check
Deferred Pa 'men (Per Month)
Meter Reread (H(.orrect)
Late Payment Penalty

NT

$30.00
l.5%

$30.00
Greater of

$5.00 or l.5()%
of unpaid

balance
$40.00Alter-Hours Scwice Charge (at

Customer Re rest or Convenience)

Monthly Service Charge for Fire
S rinkler:
4" or Smaller
(,

IO"
Lar 'Cr than IO"

0

_ _ _
-IIWIIIIIEHIIIIWHIIIIWH1 IIIIWHIIIIWH
l--gg.11-gg

*
or
***
****

/

Per A.A.(`. RI4-2-403(B)
Months 011s\ stem limes the monthly minimum per A.A.L. R 14-2~403(D)
l.50% per month of unpaid balance
l% of monthly minimum for a comparable sized meter connection. but not less
than $5.00 per month. The Service Charge for Fire Sprinklers is only applicable
fOr service lines separate and distinct from the primal) water service line.

NT No Tart ll
NOTE: Picacho Water may only charge one NSF lee when customers are billed for

water and wastewater service on one bill.

In addition to the collection olregular rates. the utility will collect from its customers a
proportionate share of any privilege. sales. or use tax. per Commission Rule Rl4-2-
409(D)(5).

l

2

3

4

5

6

7

8

q

10

I I

12

13

14

15

16

17

18

19

2()

21

22

23

24

25

26

27

28 For a residential customer served by a 5/8" x 3/4" meter with average or median monthly
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I consume lion. the rates ro used in the water rate a Plication would have resulted in the followin 1 billp p p pp I,

2 impact:1"°

3 l 0

4

% Increase

I I I .2 I %

Pro sedBill

$63.38

Current Bill

$30.0 I

s Increase

$33.37
_

5
l 24.70%$25.50 $57.30 $3 l .80

Usage
Average

5.003 gallons
Median

(3,500 »allons)
6

7 For a "residential irrigation" customer served by a 5/8" x 3/4" meter with average or median

8 monthly consumption. the rates proposed in the water rate application would have resulted in the

0 lOllovsing bill impact:101

l ()

I I
% Increase

94.71%

Pro »scd Bill

$228.70

Current Bill

$1 17.46

$ Increase

$l I  1.24

12
95.74%$94.50 $184.97 $90.47

Usa ve
Average

(34.l53 f allons
Median

26.500 'allonsIN

14 The class cost-ol-service study ((()SS") prepared by Mr. Bourassa fOr the water rate

15 application showed the following proposed rates ofrcturn by customer class (as compared to the overall

16 proposed rate olrelurn of 9.5I%):l02

17
Class Residential Commercial

18
Residential
lrri 'ation

6.44%9.70%Rate of Return

Standpipe/
Construction

18.55%

Golf
C`ourse/Lake

12.92%14.39%
19

2() in addition to the revenue increase requested to be included in base rates. Picacho Water initially

21 requested recovery of $62.500 in rate case expense. to be amortized over a period of three years and

22 recovered through a surcharge to be paid equally by each customer on each monthly bi11.103 Picacho

23 Water estimated that the surcharge amount per bill would he $0.9l . 104

24

25

26

27

28

No) Ex. A-I5 at 006.
lol Ex. A-I5 at lol.
xo: Ex. AI5 at 069.
101 Ex. A-I5 at 037.
lm Ex. A-I5 at 037.
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Ficacho Sewer - Initial Sewer Rate Application Proposals

/

Rate A )

)5

$8.727.430
3954.653

$516,7/0
-5.92%

$829.7I 7
0.51%

Sl .346.4 l7
1.3507

$I .8 I 8.584
I 90.50%

111111111111111111111
.ll......l.........l
1.111................
lllllDllEllllllllllll
lllllll.lllllllll...
l.lll.IBlllllllllIIl
l.l.lllll.lllllll..l
.11........11..1...1
lElllllllllllllllIIl
.llllllll........lll

Pr sent Ratese Sewer Rate
App,

Proposed_
$42.00
42.00

$ 120.96
120.96
302.40
604.80
967.68

l .')35.36
3.024.00
6.048.00
9.676.80

13.9 I 0.40
18. 144.00

lllllllllllllllIIIIlllllllllllll
.llllllllll.......l.....l.llll.
...................| llllll
lllllllllllllll....ll .lllll
lllllllll.l.l...l.......llllllll
.lIIl..l.lllllllllllllllllI
lllllllllllllllllllHlllll
llllllllllllll.....l....l
lllllll..l..ll....l.....l
llllllllllllllllll.......l__
IIIllllllllllIIlIIllmllllll
l.ll.lll....ll...........l
lllllllll...l.l..........l
ll.lll.llllllll............

I 3.

2 The seocr rate application reponcd the follovsing TY results and proposed the following

3 ()CRB/FVRB. rate of return. and revenue increase:ms

4

5

6

7

8

0

10

I I The sewer rate application proposed the Iblloning rate design. as compared to the current rate

12 dcsign:'°°

13

14

15

16

17

18

19

20

21

22

23

24

26
27 . . .

28
105 Ex. A-I6 at 012.
'°° Ex. A-I6 at 094-095.
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I 2 2_ _2
0.87 0.87

coMmoDIry RATE:
(Per 1.000 allows)
Efflucnt

All Usa e
3

SERVICE CHARGE:
4 ...ll.....l.

$35.00$30.005 ....10...11u
6 $30.00

0

$30.00
$500.00

7 IIIIBHIIIIEU
llllnnllllnn8

0

10 l

$15.00
l.5%

NT
NT
NT

$30.00
l.5%
l.5%

$40.00
Al Cosl

Establishment
Rccstablishmcnt (Within 12 months
Reconnection (Dclin rent)
Disconncction/Reconnection Delin rent Account
De osit
I)c osit Interest Per Annum
NSF Check
Late Pa mcnt Pcnalt (Per Month
DctCrrcd Pa men (Per Month)
After-I lours Service Char 'e (at Customer Rc rest
Road (uttin or Borin vI I

*12

*atI3

14

*m*
15

16

17

Per Commission Rule A.A.C. RI4-2-603(l)) - Months olTthc system limes the
monthly service charge.
Cost: The actual cost of disconncction and reconnection. including costs fOr
excavation and trenching. pipeline modification. backfill and grading. road
repairs.andpermitting
Per Commission Rule A.A.C. RI4-2-603(B)(7)

**** Per Commission Rule A.A.C. Rl4-2-603(B)(3)
NT No IariIT
N()lE: Picacho Sewer may only charge one NSF ICe when customers are billed fOr

water and wastes attar service on one bill.

18

19

In addition to the collection ofre 'ulan rates. the utility will collect from its customers a
is .

ro ortionate share of an . riv ile 'e. sales. or use tax. or Coin mission Rulc RI4-2p  p y p is p
608(D)(5 .

20

21 For a customer served by a 5/8" x 3/4" meter. the rates proposed in the sewer rate application

22 would have resulted in the following bill impact:107

|23 % increase
l 88%

$ Increase
$78.96

Current Bill
$42.00

Pro used Bill
$l 20.96

24

25 The COSS prepared by Mr. Bourassa for the sewer rate application showed the following

26 proposed rates of return by customer class (as compared to the overall proposed rate of return of

27

28 107 Ex. A-I6 at 096.
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l 9.5 I %:"'8

2
Class
Rate of Rctuni

Commercial

2.62%

Residential
9.85%

3
In addition to the revenue increase requested to be included in base rates. Picacho Sewer

Staffs Initial Fositions

4
initially requested recovery of $62.500 in rate case expense. to be amortized over a period of three

i
years and recovered through a surcharge to be paid equally by each customer on each monthly bill. in

6
Picacho Sevier estimated that the surcharge amount per bill would be $0.94. I lu

7
v.

8
A.

0

I I

Picacho Water Rates & Financing

()n direct. State recommended approval of the \\ aler financing application but that the interest
10

rate tor the financing be limited to the 20-year U.S. Treasury bond rate plus I 5() basis points, which at

the time would have mean a maximum interest rate oI6.29%: that the interest rate be capped at 7% as
12

a safeguard for ratcpavers: and that the loan have a maturity date of 2() years alter closing."! Staff
13

testified that Picacho had jailed to provide justification tor its proposed 200-basis-point adder. that the
14

proposed loans would be made by JW Water or an affiliate. that no showing had been made as to the
15

source or cost of the lunds to be loaned to I'icacho. that interest rates were Iikclv to be reduced in the
16

next to months. and that a l50-basis-point adder is a reasonable proxy for the cost of debt in an
17

affiliated transaction.' 12
18

2 I

23

For the water rate application. Stallreeommended a pro lorma capital structure of 7 I% equity
19

and 29% debt. based on the maximum amount of long-term debt requested in the water financing
20

application.' is StalTalso recommended a cost of debt ol6.29%' 14 and a COE ol9.75% based on Mr.

l'arcells COE analyses.' 15
22

Mr. Parcell perlbrmed his COE analyses using the lb l low ing proxy group of six publicly traded

water utilities/utility holding companies: American States Water Co.. American Water Works Co..
24

25

26

27

28

lon Ex. A-l6at 070.
l0'7Ex. A-l6 at037.
110 Ex. A-l6a\037.
Ill Ex. S-I al 5. 21.
HZ Ex. S-I at "I: Ex. S~4 at 3.
II] Ex. S-I al 5.
I!* Ex. S-4 at 2; Ex. S-I at 5.
IIS Ex. S-I at 5.
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I CalifOrnia Water Service Group. Essential Utilities. H20 America. and Middlesex Water Co."(' To

2 estimate COE. Mr. Parcell performed his analyses using DCF. CAPM. Comparable Eamings ("CE").

3 and Risk Premium methods.!l7 ()n direct. Mr. Parcell reported the fOllowing results:I18

4 Selected Ran e of ResultsIIIIIIHHIMIIII IIIEMMMIIII
5 DCF

CAPM
CE6

9.0% to l0.o%""
l 0.0%
9.0% to 10.0%'2"
9.6% to l099%':l

7 Avcra eof Mid pints

8
Recommendation

9.5%
l 0.0%
9.5%
l().25%
9.8 l%
9.75%
9.75%

B~IIIIIIIII
.llllllllll
.l..ll.l..l
l..........

9

/
10 ()n dirccl. Staff recommended the Ii>IIo"in I TY results. OCRB/FVRB. talc of return. andE»

revenue increase for Picacho Water. as compared to the water rate application: 12°I I

Picacho Water12

I3
0

14

I 5
l
O

16
I

17

O(RB/FVRB
Adusted TY Revenues
Adusled O eratin l Income/Loss
Current Rate of Return
Re uired o eralin r Income
Re uircd Rate oIRclum
O >eratin I Income Delicienc
GRCF
Re uired Increase in Gross Revenue
% Increase in Gross Revenues

Rate A ) .
$10,802,332

$I.I()2.224
$232.032

-2. I 5%
$l .026.978

9.5 I %
sl .259.010

1.351 I
$l.70I.04 I

I 42.68%

Staff Direct
$8.()65.770
$ I . I 79. I 87
$I79.584

-2.0 l0/o
$785.40 I

8.76%
$965,255

1.3500
$ I .303. I0 I

I I 0.5l%

18 Staffs recommendations reIIect moving $738.0I I in transmission and distribution mains and

19 $307.76') in services from plant in service ("I'IS") (and thus OCRB/FVRB) Io plant held tor future use

20 ("I'I IFFU") because StaIIdetem\incd that Picacho Water has overcapacity.!23 StatIalso excluded from

21

25
/

26

27

22 He Ex. S-4 at 000224.
117 Ex. S-4 at I.

23 '!* Fx. S-4 at 000199. 000"02. 000205. 000"09, .Mac Ex. S-I I.
to Mr. ParcelIs results. obtained using different grovnh rates. ranged from a median low of 7.0°b to a mean high of 10.9° b.

24 and Mr. Parcell stated that the selected range ol9.0% to l 0.0°b approximated the D(F rates. exceeding the mean/median
DCF results and being lower than the highest D(IF results. (Ex. S-4 at 000198-000199,)
to Mr. Parcells results obtained using individual years ranged from a mean low 017.7% in *009 to a median high of I l.5%
in 2016. (Ser: Ex. S4 at 000237.) For the period of 2009~2020. Mr. Parcel obtained a mean of 9.8% and a median of
').6%. (See iz/.) For the period of 2071-2030. he obtained a mean of l 0.3°o and a median of l 0.0°i». (See id )
121 For the period of 2012-20I9. Mr. Parcell obtained RP results ranging from a low of 10. l 0% to a high of l 0.63%. (See
Ex. S-4 at 000237.) For the period ol2012-2024. l\lr. Parcell obtained RP results ranging from a low of 9.60% to a high
of 10.95°°. (See id )

28 IZ" Ex. S-I at 00003l.
123 Ex. S-I at 8.
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I PIS $1.107.824 in PTYP ($750.000 fOr distribution reservoirs and standpipes and $357.824 for

2 transmission and distribution mains) because the plant was not yet completed and used and uselul.!2'l

3 Stalldecreascd accumulated depreciation by $3 l 7.043 to coincide with Stallls adjustments to PIS. 125

4 Staff reduced TY revenues by $l3.()37 to correct an overstatement by Picacho Water based on

5 tier limits and use of the wrong tariffed amount for I" irrigation meters and l" commercial meters.'2"

6 Staff also noted that Picacho Water had included in its water rate application charges that are not

7 included in Commission-approved tarills. including construction hydrants. IZ" meters. and a late

8 charge. and recommended that Picacho Water take appropriate steps in the luture to correct and

<) l r  - I I  l ~ 1 »1 h~c 127orma up d c1ar;,csuroul it c ommisslon.

l () Stalf also adjusted operating expenses to decrease purchased povier by $20.77! because

I l l'i aho Wat rh d inlld'd 13 no thsinst' doIl2 d' n S' of lu II"als~ ""b"l44 79%cc, e a (IL I n LE .ccrcaccnracacg crvlccs.\....
12 because Picacho Water had not supported the amount. decrease contractual mane 'ement services by8

13 $3.30 I to eliminate the allocation fOr a vacant position. decrease contractual other services by $8.3 l8

I14 because StaIt determined that .IW \I\aters Denver office \\ as unnecessary to provide service in light

15 of JW Water's Phoenix office and because Staff considered a "Government Affairs" expense to be a

16 lobbying expense. decrease contractual testing services by $2.629 because a well study fOr Well #5 did

l 7 not represent recurring testing. decrease salaries and wages by $6.442 to remove officer salary amounts

18 allocated to the prior owner during the lY. decrease depreciation expense by $48.815 to be consistent

19 with StaIIls PIS recommendation. decrease propend taxes by $3.7 l l to reflect recalculation using the

2() correct assessment ratio of l 5.5% and StaIIls recommended adjustment to lY revenues. and increase

21 income tax expense by $33.474 to reflect recalculation using StaIlls lY taxable income.I2"

22 Staff recommended the following rate design. as compared to the current rate design and the

23 water rate appIication:I2°

24

25

26

27

28

au Ex. S-I at 9.
115 Ex. S-I al 9-10.
116 Ex. SI at 14.
127 Ex. S~l at 14-15.
lzs Ex. S-I al I 5-I7: Ex. S-6 at 14.
129 Ex. S-2 atoooo<>0-000093.
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1.Picacho V\ aler

Docl(Er NO. W-035"8A-25-0056. ET AL.

Staff DirectI Present
Rates

Water Rate
Application
Proposed

_ _ _ _
$ s s46.05

46.05
I IS. I3
230.25
368.40
736.80

I. I 5 I .25
2.302.50
3.684.00
5.295.75
9,900.75
2.947.20
7.920.60

736.80

5/8" x 3/4" Meter
3/4" Meter
I" Meter
I I/2" Meter
2" Meter
3" Mctcr
4" Metcr
6 Meter
8" Motor
l 0 Meter
IZ" Meter
8" Lake/lrri 'ation
l 2" Lake/GollCoursc lrri 'ation
Construction - Hydrant

I 5.00
I 5.00
22.00
33.00
44.00

NT
88,00

I 76.00
200.00
200.00
200.00
200.00
200.00
44.00

20.00
30.00
50.00

I 00.00
I 60.()0
300.00
500.00

l .000.00
I .600.00
2.300.00
4.300.00
I .600.00
4.300.00

300.00_

NT

$ 3 .00

0.87 NT

s $1.50
3.00

3.2140
4.4640
5.7140

5/8" x 3/4" Meter and 3/4" Meter -
Residential

0 to 4.000 'allons
4.001 to l 0.0()() 'allons
()ver 10.000 'allons

3.00
6.14

4.4640
5.7140

5/8" x 3/4" Mcter and 3/4" Meter -
Commercial. Irri =ation

0 to l 0.000 allons
Over 10.000 gallons

- _ I_

- Z -
3.00
6.14

3.2140
4.4640

l" Meter -. Residential. Commercial.
Irri 'anion

0 to 25.000 allons
Over 25.000 gallons

llll-llllllllllll
lllllllllllllllllllllllllllll

_ - _ _
__lllll llllmm_ _ _ _

__ _ _ -
_1

2
MONTHLY MINIMUM CHARGE:

3

4

5

6

7

8

9

I()

l I

12

(omMoD|ry RATES:13
Per I.()()() 'allnns

14 Residential & Commercial
All Use 'e

15 Irri 'ation
All Usa Ie16

17

18

19

2()

21

22

23

24

25

26

27
28 ...
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3.004.4640
5.7140

I I/2" Meter - Residential.
Commercial. lrri *ation

0 to 50.000 Qallons
Over 50.000 Gallons

3.00
6.14

4.4640
5.7140

2" Meter - Residential. Commercial.
lrri 'ation

0 to 80.000 »allons
()ver 80.000 'allons

3" Meter- Residential. Commercial.
lrri 'ation

0 to 160.000 gallons
()ver l 60.0()0 gallons

4.464()
5.7140

3.00
6.14

4.4640
5.7140

3.00
6.14

4" Meter - Residential. Commercial.
Irri 'ation

0 to 250.000 gallons
Over 250.000 'allons

6" Meter - Residential. Commercial.
lrri 'ation

0 tO 500.000 'allonS
()ver 500.000 <'allons

3.00
6.14

4.4640
5.7140

3.004.4640
5.7140

8" Meter - Residential. Commercial.
Irri 'ation

0 to 800.000 'allons
()ver 800.000 gallons

4.4640
5.7140

3.00
6.14

3.00
6.14

4.4640
5.7140

8" Meter - Lake/Irri ation
All 'allons 3.002.8570

f

_
_ lllll llllmm- _ _ -

IIIIIIIIIIIIIIIII
__ _ _ -
IIIIIIIIIIIIIIIII
__ - _ _
IIIIIIIIIIIIIIIII
_

___ _ _ _
_

_ llllll IIIIIHI_ _ _ _lllllll--"llllll___ - _ _lllllmlllllmllllll___ - - _11.........1.111..__ _ _ _
__ _ _ _11111111111111111

3.00
Construction - H\ drant

All f allons

I

2

3

4

5

6

7

8

9

I()

l l

12

13

14

15

16

17

18
I 0" Meter - All Classes

19 0 to I.I50.0()0 f allons
Over 1.150.000 allons

20

21 IZ" Meter - All Classes
0 to 2.150.000 gallons

22 Over 2.150.000 'allons

23

24

25 I 2" Meter - Lake/GolfCourse
Irri 'ation

26 All gallons

27

28

81674

2.8570 3.00

5.7140 6.14
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REFUNDABLE METER AND SERVICE LINE CHARGES:
Refundable ursuant to A.A.C. RI4-2-405

Present Water Rate
Rates A lication

Meter
Char 'e
$ 175

200

300

500

1.650

3.200

4.500

AI Cost

Service
Line

s 1,500

I .80()

2. I00

2.3"0
3,"40
5.DI0
6."30

Al Cos!

Total
Char 'e

s 1.675

2.000

2.400

2.820

4.890

8.4 I0

10.730

At Cost

NT
NT
NT
NT
NT
NT
NT
NT

At Cost
At Cost
Al Cost
Al Cost
AS Cost
Al Cos!
Al Cost
Al Cost

llllll n_ Q -

__ Q
Water Rate
A lication_ I I !

r NT $740.00 NT

Staff DirectPresent Rates Water Rate
A Plication

$35.00
Remove

$30.00
$30.00

$25.00
$37.50
$25.00
$30.00

$35.00
NT

$30.00
$30.00

6.0% 6.0%

__
lllllllllllllll i iI I
llllllllllllllI
llll...........
llll...llul....

$10.00
$15.00

*** 1.5%
NT

$30.00
l.5%

$30.00
l.5%

NT

$30.00
1.5%

$30.00
Greater of

$5.00 or l.50%
of unpaid

balance
$40.00 $40.00After-Hours Service Charge (at

Customer Re rest or Convenience_ _ _ _

I

2 Staff Direct

3

4

5

6

7

8

q
Present Rates Staff Direct

10

I I (non-interest hearing and fully
12 rctlmdablc upon return of meter in

good condition and payment of Iinal
13 bill

Ihdrant Meter Deposit - 3" Meter
14

15

16

17

18

19

20

2 I

22

23
Late Payment Penalty

24

25

26

27

28

81674
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I I
Monlhlv Service Charge tor Fire
S rinkler:
4" or Smaller2

3

4
l 0"
Lar 'or than IO"

IIIIWFIIIIWHIIIEWI
1

IIIIWHIIIIWBIIIWB
llllanllllzmlllwn

5

6

7

*
**
mr*
****

8
I

Per A.A.(`. RI 4-2-403(8)
Months oli system times the monthly minimum per A.A.C. RI4-2-403(I))
l.50% per month of unpaid balance
I% of monthly minimum fOr a comparable sized meter connection. but not less
than $5.00 per month. The Service Charge fOr lire Sprinklers is only applicable
fOr service lines separate and distinct from the primal) water service line.

q

10
NT No Tarill
NOTE: Picaeho Water may only charge one NSF fee when customers are billed for water

and wastewater service on one bill.
I l

12 In addition to the collection of regular rates. the utility will collect lrom its customers a
proportionate share of and privilege. sales. or use tax. per Commission Rule RI4-2-
4o<)(m(5).13

14

I 5
For a residential customer served by a 5/8" x 3/4" meter with average or median monthly

16
consumption. Staflls initially recommended rates would have resulted in the following bill impact: 130

17
o 0

18
Pro sed Bill

$29.01

Current Bill

$30.0 I

$ Increase

($l .00)

% Increase

(3.3%)
19

$25.50 $25.25 ($0.25) (l.0%)

Usa ve
Average

5.003 f allons
Median

3.500 allons20

21
For a "residential irrigation" customer served by a 5/8" x 3/4 meter with average or median

22
monthly consumption. Stalllls initially recommended rates would have resulted in the following bill

23
impact:'3!

24
90

25

26

Usage
Average

34. l 53 allons
Mcdian

% Increase

68.82%

60. I2%

Current Bill

$1 17.46

$94.50

Pro sed Bill

$198.30

$l5 l .3 l

$ Increase

$80.84

$56.81

27

28
130 Ex. S-2 at 00094.
In See Ex. S-2 at 000090.
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(26.500 Gallons) _ _ _ _I

2

1J
Ms. Perez-Palacios stated that Staftls initially recommended rate design would have resulted in

the fOllowing breakdown of revenues tor residential customers served by 5/8" x 3/4" meters. as

4 . . . . . ~ . . .
compared to the breakdown for Pncacho Water S originally proposed rates. and that Staff s initially

5 . . . . . . . . .
recommended rates were consistent with the Commission s "Policy on Implementation off hrec Tiered

6 . . u . . . - 132
lnclinmg Block Rates. adopted in Decision No. 73626 (July 25. 20 l6):

7

8
Third-Tier Revenues

%
Second-Tier Revenues

%

9
I 2.96%
9.52%

l0.87%
5.00%

Staff
Picacho Water

Basic Service Charge
Plus First-Tier
Revenues 90

76. I 8%
85.48%10

I l
Based on StatIls review of Picachos workpapcrs and schedules provided regarding rate case

12 . . .. . . ,
expenses mcurrcd and expected to be incurred before a dectsron in this matter. Staff recommended it

13 . . . . .
total rate case expense tor Prcacho Water of $l0.000. to be amortized over three years or until the tull

14 . . .
amount was recovered. and sublect to true up. which would have resulted in a rate case expense

16

15 133surcharge estimated at S0. I 5 per month.

B. Picacho Sewer Rates & Financing
17

()n direct. fOr the same reasons expressed for the water financing application. Staff
18 - . . . . .. .

recommended approval of the sewer financing application with the same conditions as to the maximum

19 134interest rate and maturity date.
20

For the sewer rate application. StatT recommended a pro forma capital structure ol48% equity
21

and 52% debt. based on the maximum amount of Ion v-term debt re ucsted in the sewer linancin 1l q I:

22 . 135 . o l3<» . oapplication. Stall also re,ommended a cost of debt of 6.29 /0 and a COl. of 9.75 /0 based on Mr.
23

24

25

26

27

28

lx Ex. S-2 at 000082. 000095. Official notice is taken of Decision No. 75626. The policy provides that the basic service
charge and first tier volumetric rates combined should produce at least 50% of the total revenue requirement and that the
third tier should generate no more than 20% and no less than l 0% of the total revenue requirement. (Decision No. 75626
at l 3.)
In Ex. S-l at 23.
134 Ex. S-l at "l.
us Ex. S-I at 5.
is Ex. S-4 at 2: Ex. S-I at 5.
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I

2

Parcells COE analyses.137 Mr. Parcell did not perform a separate COE analysis for Picacho Sewer. 138

On direct. StatT recommended the following TY results. O(RB/FVRB. rate of return. and

3 revenue increase for Picacho Sewer. as compared to the sewer rate application: 139

4 Ficacho Sewer

5

6

7
I
a

8

I9

Rate A ) .
$8.7"'7.430

$954653
$516.700

-5.92%
5829.717

9.5 l%
$I .346.4 I 7

1.3507
Sl .818.584

I 90.50%

OCRB/FVRB
Adustcd T Y Revenues
Adustcd O eratin Income/Loss
Current Rate of Return
Re uired () eratin Income
Re uired Rate of Return
0 eratin 1 Income Dciicienc
GRCF
Rc uired Increase in Gross Revenue
% Increase in Gross Revenues

Staff Direct
$7.69 I.325

$954.653
$45 I .447

-5.87%
$6 I 0.69 I

7.94%
$1 .062. I 38

I.34q8
1.433.686
150. I 8%

10

I I Staff reduced Picacho Sev~crls ()CRB/FVRB by a total oI$l.036.l05 by decreasing PIS fOr

12 gravity collection systems by $721,677 and services to customers by $409,805 based on StaIIls

13 determination that l'icacho Sewcr has excess capacity (moving these to PlllIU). adding ClAC of

14 $t'>.l 03 to reflect a I0% disallovnance due to plant for which supporting invoices were unavailable.

15 increasing PTYP by $9.993 for structures and improvements to rellcct the invoiced total cost of the

16 l"IYP lift station. and decreasing accumulated depreciation by $9 I .2 I6 to rcllect StalIls recommended

17 adjustments to PIS.1440

18

/21

/

Stallaccepted Picacho Scwcr's proposed TY revenues and reduced TY operating expenses by

19 a total of $65,252 by decreasing sludge removal expense by $3.38 I to eliminate an extra months

20 expense. legal contractual services be $4.907 because of a lack of support. management contractual

services b> $3.408 to eliminate the allocation for one vacant position. other contractual services by

22 $8.588 because Staff dctemiined JW Waters Denver office to be unnecessary and to eliminate

23 "Government Atlairs" expenses determined to be for lobbying, salaries and wages by $5.748 to remove

24 salaries allocated to Picacho Sewers prior owner during the TY. depreciation expense by $30.554 to

25 be consistent with Stalls recommended PIS. property tax expense by $2.497 to reflect Stallls

26

27

28

137 Ex. s-1 at 5.
us See Ex. S-4 at 2.
UO Ex. S-l at 000054.
140 Ex. S-l at l0-IZ; Tr. at 372-373.

8167441 DECISION NO.



I

Present
Rates

Staff
Recommended

Sevier Rate
Application_

$42.00
42.00

s $120.96
120.96
302.40
604.80
967.68

1.935.36
3.024.00
6.()48.()0
9.676.80

I 3.9 I 0.40
I 8. I 44.00

104.68
104.68
261 .7()
523.40
837,44

1.674.88
2.6I 7.0()
5.234.()0
8.374.40

12,038.20
15.702.00

C()MM(.)[)lIY RAIF:
(Per 1.000 'allons

0.87 0.87 0.87

$30.00 $35.00$35.00

_ - __ _
l....l.lll............
lllllllllllllllllHlllll
..lllllllllll..l.....
l....l.lll.............
lllllllllllllllllllllll
ll.ll..llll.l.........
.....................
Illlllllllllllllllllll
.....................
......................
l.............l........

l.Ilmllllllllllll

lllllllllllllllll I I
llllllllllllllIIl $30.00

Cost**
$30.00
Cos t"

$30.00
$500.00Disconnection/Reconnection (Delinquent

Account

6%****

$30.00
I.5%

$I5.00
I.5%

6%****
$30.00

I.5%

l
lllnlll.1l.......

DOCKET NO. W-035"78A-25-0056. FT AL.

calculation using the correct assessment ratio of l5.5%. and income tax expense by $6.l69 to retlcct

2 Staffs calculation based on TY taxable income.""

3 Staff recommended the following rate design. as compared to the current rate design and the

4 sewer rate application:"2

5

6

7

8

9

10

l I

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Z7

28
141 Ex. S-I at 13-19.
142 Ex. S2 at 000096.

81674
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I NT
NT

l.5%
$40.00

l.5%
$40.00

2

3

4
=o==l=

5

6
****

7

8

Deferred Pa men (Per Month
After-I lours Service Charge (al Customer
Rec rest
RoadCutting or Borin r NT At Cost At Cost
* Per Commission Rule A.A.C. RI4-2-603(D) - Months off the system times the

monthly service charge.
Cost: The actual cost of disconnection and reconnection. including costs for
excavation and trenching. pipeline modification. backfill and grading. road repairs.
and permitting

* * * Per Commission Rule A.A.C. RI4-2-603(B)(7)
Per Commission Rule A.A.(.RI 4-2-603(B)(3)

NT No Tariff
N()lE: Picacho Sewer may only charge one NSF fee when customers are billed tor water and

wastevtater service on one bill.

9

l()
In addition to the collection of regular rates. the utility will collect from its customers a
proportionate share of any privilege, sales. or use tax, per Commission Rule R l 4-2-608(D)(5).

I I

12 lor II residential customer served by a 5/8" x 3/4" meter. StaIIls initially recommended rates

13 would have resulted in the following bill impact:'"

14 % Increase
14().24%

Current Bill
$42.00

Pro sed Bill
$1()4.68

s Increase
$78.9615

16 Based on StaIIls review of Picachos work papers and schedules provided regarding rate case

17 expenses incurred and expected to be incurred bclOre a decision in this matter. Staff originally

18 recommended a total rate case expense for Picacho SeweroI$I0.000. to he amortized over three 'ears)

/19 or until the full amount was recovered. and subject to true up. "hich would haw resulted in a rate case

20 expense surcharge estimated at $0. I 5 per month.1"

VI. Pica cho & Staffs Final Unilicd Positions21

22 Although Picacho and Staff originally disagreed on rate base and the revenue requirement.

23 Picacho subsequently adopted a number of Staflfls adjustments. Staff accepted more of Picachos

24 numbers based on additional support. and Picacho and Staff now agree as to both 0(IRBs/FVRBs and

25 revenue requirements.'" Picacho adopted a slightly modified version of Staffs rate design on

26

27

28

143 Ex. S-2 at 00097.
144 Ex. S-I at 23.
145 Tr. at 505.
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l rejoinder. and Staff adopted Picachos rejoinder schedules as Staffls final schedules.""' Mr. Bourassa

2 testified that Picacho accepted Staflfls rate design even though it shifted a large amount away from the

4

3 residential class and onto the residential irrigation. commercial. and goltcourses and lakes classes. 147

Picacho and Staflf` now agree on the following TY results. OCRB/FVRB. rate of return. and

5 revenue increase for Picacho Water. as compared to the water rate application: 118

6 Picacho Water Rate App.

7

8 I
9

l0

I l

OCRB/FVRB
Adustcd TY Revenues
Adusted () eratinu Income/Loss
Current Rate of Return
Re uircd 0 crain I Income
Re uircd Rate of Return
O crain ' Income Dcticienc
G R ( F
Re uired Increase in Gross Revenue
% Increase in Gross Revenues

$10,802,332
$I.l92.224
$232.032

-2. I 5%
$1 .()26.978

9.5 I%
$I .25').0I()

1.351 I
$l.70l.04 I

l 42.68%

Pica cho &
Staff Final

$0.442.724
$1 .179.187
$I85.I36)

-I .96%
$816.040

8.64%
$I.()0I,I76

1.35 I2
$1.352.828

I I 4.73%12

13 The ()CRB/FVRB reIIIcct Picachos adoption of Stalllls adjustments to PIS for Pl IIFll. StaIIls

14 acceptance oII'ieachos new transmission line in PTYP. StaIIls acceptance of prepayments in rate base.

15 and Picacho and Staffs agreement on the appropriate accumulated depreciation to rcllect the

16 adjustments made to I)Is.'*" The plant included in PIS and thus in OCRB/IVRI3 fOr Picacho Water

17 was installed to serve current customers. not to serve customer growth. 150

18 Ihc revenue requirement also reflects l'icachols acceptance of StaIIls adjustments to IY

19 revenues and to ex eroses fOr salaries and wa es and testify I contractual services and StaIIls aece lanceg

20 of Pieachos ositions as to ex eases for urchased over. Ie 'al contractual services. mane '€l11Cl1lb
. . . q _ . .

21 contractual services. and JVI Water s Demer olllice."' State s position changes were the result of

22 StaIIls review oI additional supporting information from Picacho.l52

23 Further. the revenue requirement reflects StaIllls acceptance of Picacho Waters pro forma

24

25

26

27

28

no Tr. at 516.
147 Tr. al 135.
us LFE A-36 at 001.
""' Ex. A-I8 at 017-020: Ex. S-3 at 7; LFE A-36 at 009. The new storage tank project was removed from PTYP. leaving
the new transmission line project for Well #I at a cost of$314.865. (Sec LFE A-36 al 009.)
150 Tr. al 6566: Ex. S-6 at 15.
is Ex. S-3 at 8-10.
152 See Ex. S-3 at 8-10.
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I 54recommended C()E. which was modified to 9.65% on surrebuttal.154 and Staffls cost of debt.

Cost Wei hied CostI
Debt 6.29%

9.65%

IIIIIIIIEEEMIIIII
l m 30.00%

70.00%
l 00.00%

1.887%
6.755%
8.642%_

Picacho Water Prcscnl
Rates

Picacho &
Staff Final

Water Ralc
Application
Proposed

Mon11 ILY MINIMUM CHARGE: _
$ $ $15.00

I 5.00
22.00
33.00
44.()0

NT
88.00

I 76.00
200.()0
200.00
200.00
200.00
200.00
44.()0

5/8" x 3/4" Meter
3/4" Meter
l" Motor
I I/2" Meter
2" Meter
3" Meter
4" Meter
6" Meter
8" Meter
IO" Meter
IZ" Mctcr
8" Lake/lrri 'ation
l 2" Lake/(iolICourse lrri 'ation
Construction - Hydrant

27.53
4 I .29
68.8 l

137.63
220.20
440.40
688. I3

1.376.25
2,202.00
3. I 65.38
5.917.88
2.202.00
5.917.88

44().40

46.05
46.05

I 15. I 3
230.25
368.40
736.80

l. I5 I .25
2.302.50
3.684.00
5.295.75
9,900.75
2.94720
7.920.60

736.80_ _ _ _

Mid mint
/

Method
DU
CA PM
CE

9.0°0 to l0.0°/o
9.7% to 9.8° o
9.0% to l0.0%
9.5% lo l 0.9%

9.5%
9.75%
9.5%
l0.20%
9.74%
9.63%

Avers e of \lid pints
\le¢Iian of Mid pints
Recommendation

lElllllllllllll
lllllllllllllll
lllllllllllllllllllllllllllll

I capital structure that includes 70% equity and 30% debt and Picachos acceptance of Staffs

2 The

3 8.64% rate of return reflects the following WA(( calculation:l55

4

5

6 Total

7 Picacho and Staff now agree on lhc Ibllowing rate design. as compared to present rates and the

8 waler rate appIication:l5°

9

10

I I

12

13

14

15

16

17

18

19

20

21

22 !" Mr. Parcells updated COE analyses on surrebuttal produced the following results:

23 Selected Ran e of Results

24

25

26 9.(>5'%

27

28

(Ex. S-I l.)
154 Ex. S5 at 000250. A-I8 at 037.
iss See Ex. A-I8 al 037.
l 50 LFE A-34; Ex. A-33: Ex. A-I8 at 095; LFE A-36.
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I

NT

s 3.00

0.87 NT

s 2.09
3.74
7.36

$ 3.2140
4.4640
5.7140

5/8" x 3/4" Mcter and 3/4" Meter -
Residential

0 to 4.000 allons
4.001 to 10.000 'allons
Over l0.0()() 'allons

f

4.4640
5.7140

5/8" x 3/4" Meter and 3/4" Meter -
Commercial, lrri 'ation

0 to 10.000 'allonS
(M er l 0.0()() gallons

3.74
7.36

3.2140
4.4640

3.74
7.36

I" Meter - Residential. Commercial.
Irri 'action

0 to 25,000 »allons
()ver 25.0()0 'allons

3.74
7.36

4.464()
5.7 I4()

I I/2" Meter - Residential.
Commercial. lrri 'action

0 lo 50.000 'allons
Over 50.000 gallons

4.4640
5.7140

3.74
7.36

2" Mctcr - Residential. Commercial.
lrri 'ation

0 to 80.000 allons
Over 80.000 'allons

4.4640
5.7140

3.74
7.36

3" Meter - Residential. Commercial.
lrri 'ation

0 to 160.000 allons
Over 160.000 'allons

4.4640
5.7140

3.74
7.36

4" Meter- Residential. Commercial.
lrri 'ation

0 to 250.000 allons
Over 250.000 'allons

3.74
7.36

4.4640
5.7140

6" Meter .- Residential. Commercial.
lrri 'ation

0 to 500.000 allons
Over 500.000 allons

commoulTy RATES:
(Per 1.000 'allons)

2 Residential & Commercial
All Usa 'e

3 lrri 'ation
4 All Usa 'e

5

6

7

8

q

10

I I

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

_ _ _
1 _ _

_ - _ _- _ -
_ = _ _- _ -

_ _ _" -
- _ -
- _ _
- - _3_ _ _ _" -

. _ _ _ = - - -

_
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3.74
7.36

4.4640
5.7140

8" Meter- Residential. Commercial.
lrri »align

0 to 800.000 allons
Over 800.000 gallons

3.74
7.36

4.4640
5.7 14()

IU" Mctcr- Residential. Commercial.
lrri 'anion

0 to 1.150.000 'allons
Over l.l 50.000 allons

3.74
7.36

4.4640
5.7140

17" Meter - Residential. Commercial.
lrri 'ation

() to 2,150,000 'allons
()vcr 2. I 50.000 f allons

3.742.8570

8" Meter- Lakc/Irrigation -
Non-Potable Water"'

All gallons

3.742.8570

I 7" Meter - Lake/Golf Course
Irri 'ation - Non-Potable Water* H

All 'gallons

- - !
- - K
- - -

_

" -
' - - 3 -Construction - llvdrant

All gallons 3.00 5.7140 7.36
in Non-potable water is to be used unless the source well is oly-line fOr repairs and/or
maintcmmce.

Picacho & Staff Final

REFUNDABLE METER AND SERVICE LINE CHARGES:
Refundable ursuant to A.A.C. RI4-2-405

Present Water Rate
Rates A Iicalion__ I -

s

Total
Char kg

s 1.675

2.000

2.400

2.820

4.890

8.4 I0

10.730

AI Cost

Service Meter
Line Char ye

1.500 s 175

L800 200

2. I 00 300

2.3"0 500

3.240 1.650

5,2 I0 3.200

6.5>30 4.500

AI Cost At Cost

Al Cost
Al Cost
At Cost
AI Cost
Al Cost
At Cost
At Cost
At Cost

NT
NT
NT
NT
NT
NT
NT
NT

5/8" x 3/4" Meter
3/4" Meter
l" Meter

l I/2" Meter
2" Meter
3" Meter
4" Meter
6" Meter and Lar 'or

I

2

3

4

5

6

7

8

0

I()

II
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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Present Rates Water Rate
A Plication

Picaeho &
Staff Final

4

_ i l l
NT $740.00 $740.00

Picacho &
St a I I I ina I

Present Rates Water Rate
A Plication

(

$35.00
Remove

$30.00
$30.00

$35.00
n r

$30.00
$30.00

$25.00
$37.50
$25.00
$30.00

6.0% 6.0%

$10.00
$15.00

*** l.5%
NT

NT

$30.00
I.5%

$30.00
Greater of

$3.00 or I .5%
oI unpaid

balance
$40.00

$30.00
I.5%

$30.00
Greater of

$5.00 or I.5()%
of unpaid

balance
$40.00Aiier-I lours Service CI1arge (at

Customer Re rest

_ - _ _
llll.llllll....
ll...lllnl.ll..
lllllllln....lla l a i

_
1 -

_ _ - _
Monthlv Service Charuc for Fire
S sprinkler:

Ll

1
in

I

2
(non-interest bearing and fully

3 rciundable upon return of meter in
good condition and payment of Iinal
bi ll

5 Ilvdrant Meter Deposit - 3" Meter

6

7

8

0

10

l I

12

13

14 \

15 Lute Payment Penalty

16

17

18

19

20

21

22

23

24

25

26

27

28
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*
I

2

\j
**
***
****

4

Per A.A.C`. RI4-2-403(B) Residential- two times the average bill by class. Non-
residential - two and one-hall times the customcrs estimated maximum monthly
bi ll.
Months off system times the monthly minimum per A.A.(7. RI4-2-403(D)
l.50% per month of unpaid balance
l% of monthly minimum for a comparable sized meter connection. but not less
than $5.00 per month. The Service Charge for Fire Sprinklers is only applicable
fOr service lines separate and distinct from the primary water service line.5

6

7

n r No IarilT
N()lE: Picacho Water may only charge one NSF lee when customers are billed for water

and wastewater service on one hill.

8

Q

In addition to the collection of regular rates. the utility will collect from its customers a
proportionate share of any privilege. sales. or use tax. per Commission Rule Rl4-2-
40()(l))(5).

I()

l l lor a residential customer served by a 5/8" x 3/4" meter with average or median monthly

q12 consumption. the rates agreed upon by Picacho and StaIf would result in the allowing bill impact: l. 7

I 3
I 0

14

% Increase

32.09%

Pro sed Bill

$39.64

$ Increase

$9.63

Current Bill

$30.0 I

I 5
36.63%$34.84 $9.34$25.50

Usa 'e
Average

5.003 'allons
Median

3,500 'ullons
16

17 For a "residential irri ation" customer served by a 5/8" x 3/4" meter with avcra 'e or mediang . &

18 monthly consumption. the rates a reed u on be Pieaeho and StatT would result in the lOllowin - bill. g . 8

19 impact:1sx

20

21

% Increase

l 06.62%

$ Increase

$125.23

Current Bill

$1 17.46

Pru used Bill

$242.69

22
97.22%$91 .87$l 86.37$94.50

Use 'e
Average

(34.l53 'allons
Median

(26.500 '8llOl1S
23

24 Picacho and Staff have agreed on 553.000 in total rate case expense. to be split 50/50 hctween

25 the Picacho utilities. to be collected through a surcharge over a period of three years. with a true-up to

26

27

157 See LFE A-36 at 082. 083. These do not include the proposed rate case expense surcharge. which would add another
$0.38 per month. (/al )
lsn .Scu LFE A-36 at 082. 083. These do not include the proposed rate case expense surcharge. which would add another
$0.38 per month. (Id )

28
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I ensure that Picacho does not over-recover and that the amount collected through the surcharges is equal

2 to a total of$53.000 or such lower amount as Picacho ultimately incurs in this matter.I5° The $26.50()

5

3 in rate case expense for Picacho Water would result in an estimated surcharge o1$0.38/month. 160 This

4 amount is reduced lrom the original amount of $6".500 requested fOr each of the Picacho utilities. 1(>1

As a condition of accepting Staltls position on PllFFLl. Picacho requested that it he granted

6 explicit authority to deter the depreciation on the PHFFU. meaning that when the PHFFU is detemiincd

7 used and useful and goes into l'lS and rate base in a subsequent rate case. Picacho would have the

I I

16

8 opportunity to recover the depreciation expense that it continued to accrue over the time that the plant

9 was held in l 'H F ll l . by having the accrued depreciation included in rate base as a regulatory asset. 162

10 Al hearing. counsel tor Picacho agreed to stipulate that Picacho would not request to recover any

. x . x . . x . _ `
carrying costs on the balance of the dclLffcd depreciation amount. Mr. Bourassa also tcstilicd that

12 it would not be appropriate no add carrying costs on the deterred depreciation and that there is no

13 guarantee that the C`ommission will approve inclusion of the deterred depreciation in rate base fOr

14 recovery in a future rate case.16"4 StaIT agreed that it was appropriate br Picacho to he pemiitted to

15 dcler this depreciation on PI IFFU. with this understanding.16`5

Pieacho and Staff now agree on the following I Y results. ()CRB/FVRB. rate of return. and

I 7 revenue increase for Picacho Sewer. as compared to the sewer rate application: |""

18 Picacho Sewer Rate App.

19

2() |

21
o

22

23 |

OCRB/FVRB
Adusted l Y Revenues
Adusted O eratin 1 Income/Loss
Current Rate of Return
Re tired () eratin » Income
Re uired Rate of Rctum
O eratin 1 Income Deficienc
GRCF
Re uired Increase in Gross Revenue

$8.727.430
$954.653

$516,700
-5.92%

$829.717
9.5 I%

$ I .346.4 I 7
1.3507

Sl .8 I 8.584

Picacho &
StaII Final
$7.665.76 I

$954.653
$482.20 I

-6.29%
$662,475

8.64%
$1 . I 44.676

I .35 I0
$1.546.479

24

25

26

27

28

is Tr. at 517-5 I 8: Ex. A-24 al 7-9. sec Ex. AI8 an 4.
160 Ex. A-"4 at 7. 9.
1°l Fx. A-I')at 11-121 Ex. A-2l at 10-1 I; Ex. A-l7al II.
'°2Tr. al llI-I 13. 359.
"'3 Tr. at I 15.
164 Tr. at359-360.
is See Tr. at 360-361 .
166 Ex. A~l8 at 111
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% Increase in GrossRevenues l 90.50% 161 .99%I

2

The

On rejoinder. Picaeho adopted Stattls surrebuttal positions for Picacho Sewer but with slight

3 corrections to property tax expense and depreciation expense. resulting in the same ()CRB/FVRB.

4 required operating income. and required rate of return and a very slightly lower operating loss. current

5 rate of return. operating income deficiency. and required increase in gross revenues.16'7

6 ()CRB/FVRB reflect Picacho's adoption of Stafltls adjustments to PIS for PIIFFU. Statlls acceptance

7 of prepayments in rate base. and Picacho and Statltls agreement on the appropriate accumulated

8 depreciation to reflect the adjustments made to pIs.I(*" The plant included in PIS and thus in

9 ()CRB/FVRB tor Picaeho Sevier was installed to serve current customers. not to serve customer

I() growth."'°

I I The revenue requirement reflects Picachos acceptance of StalIls adjustments to expenses fOr

12 sludge removal. other contractual services. and salaries and wages and Stallls acceptance of Picachos

13 positions as to expenses for legal contractual services. management contractual services. and .IW

14 Waters Denver ollice.'7"

15 Further. the revenue requirement reflects StaIllls acceptance of Picacho Sewer's pro fOrma

16 capital structure that includes 70% equity and 30% debt and I'icachos acceptance of Stallls

17 recommended (()E of 9.65% and Staffls cost of debt of 6.29%. which resulted in a rate of return of

18 8.64% based on the same WACC calculation as used br Picacho Water.'7'

19 Picacho and StaIT now agree on the following rate design. as compared to present rates and the

20 sewer rate application:I72

21

22

23

24

25

26

27

28

I" Ex. A-I8 at 2-3.
168 Ex. A-I8 at 119. 121. l 24: Ex. S-3 at 7.
l°° Tr. al 6566: Ex. S-6 at 15.
170 Ex. A-I8 at 1301 Fx. S-3 at 9-10.
171 See Ex. A-I8 at 1351 Ex. S-5 at 000250.
172 Ex. A-I8 at 197-1981 Tr. at 516.
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l"ah S wIL L o.e orI Present
Rates

Picacho &
Staff Final

Sevier Rate
Application

$42.00
42.00

$s 120.96
120.96
302.40
604.80
967.68

1.935.36
3.024.00
6.048.00
9,676.80

13.9 I 0.40
18. I 44.()0

5/8" x 3/4" Meter - Residential, Commercial
3/4" Meter - Residential. Commercial
I" Meter - Residential, Commercial
I l/2" Meter - Residential. Commercial
2" Meter .- Residential. Commercial
3" Meter - Residential. Commercial
4" Meter - Residential. Commercial
6" Meter - Residential. Commercial
8" Meter - Residential. Commercial
IO" Meter - Residential. Commercial
l 2" Meter - Residential. Commercial

109.00
163.50
272.50
545.00
872.00

l.744.()()
2.725.00
5.450.0()
8.720.0()

12.535.00
l6.350.0()

0.87 0.87 0.87

$30.00 $35.00 $35.00
y

1111111111111111
1111111111111111111111

___________

1111111111111111

IIIIUIIIIDHIIIIU
$30.00
Cost**

$30.00
C`ost**

$30.00
$500.00

l
o

1I1gg.-..wmI.lng
$15.00

l.5%
NT
NT

6%****

$30.00
l.5%
l.5%

$40.00

6%* * * *

$30.00
I .5%
I .5%

$40.00

NT At Cost Al Cost

Establishment
Reestablishment (lA thin 12 months
Reconnection (Delin rent
I)isconnection/Reconncction (Delinquent
Account
Do osit
Do osit Interest Per Annum
NSF Check
Late Pa men Penalty Per Month
Deferred Pa rent Per Month
Alter-Hours Service Charge (at Customer
Re( best
Road Cutting y or Boring

2

q MONTHLY SERVICE CHARGE:
J

4 Residential
Commercial

5

6

7

8

O

10

I I

12

C()MM()DITY RATE:13 Per 1.000 'allons
14 EfIIucnl

All lisa 'e
15

SERVICE CHARGE:16

17

18

19

20

21

22

23

24

25

26

27

28
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I *

»4 #*

3

4
*m*

5

6

Per Commission Rule A.A.C. RI4-2-603([)) - Months off the system limes the
monthly service charge.
Cost: The actual cost of disconnection and reconnection. including costs for
excavation and trenching. pipeline modification. backfill and grading. road repairs,
and permitting

*** Per Commission Rule A.A.(. Rl4-2-603(B)(7)
Per Commission Rule A.A.(. RI4-2-603(B)(3)

NT No larilT
N()lE: Picacho Server may only charge one NSF lee when customers are billed for water and

wastewater service on one bill.
7

8
In addition to the collection of re 'ulan rates. the utility will collect from its customers a

. . . b .
proportionate share of an privilege. sales. or use tax. per (ommlsslon Rule R l 4-2-608(l))(5).

r)

I() Tor a residential customer served by a 5/8" x 3/4" meter. the rates agreed upon by Picacho and Stall

I I would result in the tOlloo in bill impact:173

12 % lncrcase
l 59.52%

$ Increase
$67.00

Current Bill
$42.00

Pro oscar Bill
$109.00l 3

14 As slated previously. Picacho and Stalshave agreed on $53.000 in total rate case expense. to

15 be split 50/50 between the two utilities. collected through a surcharge over three years. and with u true-

16 up to the actual amount spent.I7" For Picacho Sewer. this would result in an estimated surchar je ofE

17 $0.39/month for each customer.'75

18 As described above for Picacho Water. Picacho and Staff have also agreed on Picacho Sewerls

19 receiving explicit approval to deter the depreciation on PIIFFU. fOr potential recovery ill a Iulure rate

20 case.

21 Al hearing. Mr. Atcn added a recommendation that Pieacho Sewer tile a sewer main extension

22 a »resent tariff and lan of administration within 60 days of a decision in this matter."" Mr. AtenE p .
23 made this recommendation because Picacho has indicated that it is in the process of engaging in main

24 extension agreements and. while water main extension agreement are reviewed and approved be Staff.

25 the Commission does not review sewer main extension agreements and instead by rule requires sewer

26

27

28

IT; Ex. A-I8 at l')5.
174 Tr. at 517-518; Ex. A-24 at 79; see Ex. A-I8 at 4.
175 Ex. A-24 at 9.
"" Tr. at 479.
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I utilities to have a tarift.I77

2 Picacho and Staff have reached agreement on the conditions for approval of the water financing

3 application and sewer financing application. with Picacho accepting Stallls proposed conditions.17l'

4 Stalfcalculatcd. based on Statlils final recommended revenue requirements and the maximum amount

5 of long-term debt for which Picacho requested authority. that the I)SC and Ill*R br Picacho Water

6 would be 4.65 and 4.28 and for Picacho Sewer would be 2.52 and 2.33. 179

7 Interveners' PositionsVll .

8 While Mr. McBeth did not provide any evidence during this matter. Mr. Salmon presented his

O own testimony and several exhibits. Mr. Salmon rcadilv conceded that he is not a ratcmaking expert.

l() and he did not hire a ratemaking expert to provide testimony in this matter. lo Mr. Salmonls testimony

l I jar 'eh focused on the size of the re uestcd revenue and rate increases. Picacho not ro rosin 1 a moreE  . b

12 balanced capital structure. his perception both that Robson Ranch customers were "targeted" by

13 Picacho fOr unfair treatment and that Picacho is callous to the concerns of Robson Ranch residents. and

14 his concerns related to CV(.-l)ll being a foreign entity and obtaining access to American water

I 5 ri fhts."" Mr. Salmon also expressed conccm that Picacho Sewer stated it needed to increase rates nowg

16 because of its new WRP project. which will cause it to need to increase rates again in the near luturc.

17 meaning that Robson Ranch residents will be "hammered by multiple huge rate increases.991x2

18 Mr. Salmon requests that the Commission impute a more balanced capital structure with lower

19 equity. proposing 50% equity and 50% debt. although he provided no expert evidence to support this

2() capital structure and did not calculate the dilflcrence in the revenue requirements that would result. I's

21 Mr. Salmon acknowledged that his 50/50 capital structure proposal is based entirely on its being a

25

26

27

28

22
177 Tr. 81 479-480.

23 no Picachos acceptance of Staffs conditions for approval of the financing applications is inferred from Picachos failure
to contest those conditions in its Rejoinder Testimony. at hearing. or in its post-hearing brief, as well as its acceptance of

24 Staffs recommended cost of debt for ratemaking purposes.
179.Yee Ex. S-9: Ex. S-l0.
Is Sue Ex. RS-I at 4.
Is Sue. Ag.. Ex. RS-I at 4. 6: Ex. RS-2 at 3. 4. 8-9..\1r. Salmons assertions as to the unfairness of the proposed rates are
based at least in pan upon the rates of nearby utility providers. including municipalities. which the City of Eloy had
suntmarizcd in a May 2025 "Rate Study" by a consultant. (See Ex. RS-4 at 3-4.) Mr. Salmon also cited with approval the
C`ity of Eloy's plan to phase in increases to its water and wastewater rates over a fiveyear period. (Tr. at 453-454; .Ree Ex.
RS-4 at 9-I 3.)
no Ex. RS-I at 6.
nu Tr. at 400. 403.
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I means lo reduce the amount lo he paid by ratepayers.I8" Mr. Salmon opined that Picacho has not made

2 any efforts to mitigate the impact of the rate increases and questioned the accuracy ofMs. Sehwartzs

3 testimony to the effect that the 70/30 capital structure "as intended to mitigate the impact of the rate

4 increases and that Picachos acceptance of Staflls $2 million deduction to rate base was made to

5 mitigate the impact of the rate inereases.'"5

6 Mr. Salmon opined that it is unfair to the ratepayers to allow Picacho to obtain "20 years ofratc

7 increases all at once. plus more" and would send the wren1 signal to utilities that they can fail to haveis

/8 a rate case tor more than °0 years and then get "vt hatter lthev] want without any consequence for

q (ltheir] 0\\ll inaction.""` He emphasi/ed that Robson Ranch is a "retirement community." with many

I() residents "on lixcd incomes."!87 Mr. Salmon acknowledged that paying the increased bills will not

I I present a hardship for him but characterized it as "a shock to Ibis] budget."""' Mr. Salmon did not

12 know whether anyone in Robson Ranch would quality for bill assistance under a low-income tariff. in

13 Qsuch a tarilll were adopted." Ile asserted that the Robson Ranch communitys interests arc not bein I8

14 properly considered because the rates proposed are significantly higher than those for other utilities in

I 5 qthe area and will make it harder for people in Robson Ranch to sell their homes.' 0 Mr. Salmon also

16 expressed concern that Picacho had not made an eftbn in discovery to enumerate the ways in which its

17 new ownership is good for customers. seeing that as a sign that Pica cho is only interested in maximizing

18 its returns and not in its customers.1<>| Mr. Salmon expressed satisfaction with the service provided by

19

20
111 Tr. at 445-446.
"" Tr. at 447-450; see Ex. A-5 at 008-009. Mr. Salmon opined that Picacho docs not care enough about its ratepavcrs to
do anything to mitigate the impact on ratepayers without an ulterior motive.

21

22

23

24

25

26

27 IW)

28

(Tr. at 450-451 .) Subsequently. he clarified
that he did not mean to imply that Ms. Schwartz lied in her testimony. tTr. at 462.)
186 Tr. al 384.
an Tr. at 384. Mr. Salmon later clarified that he meant residents receive Social Security and pension payments. and perhaps
haw investments. but that they do not haw: paychecks. although he then acknowledged that some residents "relttse to
retire." (Tr. at 464-465.)
I's Tr. at 385. 399. Mr. Salmon further testified that the amount he pays (Br water and sewer "has nothing to do with what
amount of money [he has]" and that he can aftbrd to pay the increased rates. (Tr. at 405-406.) Mr. Salmon testified that
he is "sure there will be something" that he will need to "rearrange" due to the increased utility bills because he is "on a
fixed income." (Tr. at 406.) Mr. Salmon acknowledged that it could be not putting as much money into a savings account
or into stocks. or not taking a cruise. but that he is not existing only on Social Security income and will not need to sacrifice
on things like including meat in his diet. (Tr. at 408.) Mr. Salmon acknowledged that ratepayers under the agreed-upon
rates would be required to pay approximately $950 more per year for utility services and stated that he personally would be
required to pay approximately $l.300 more per year. (Tr. at 416-4 I 7.)

| r. at 433-434.
to Tr. at 385.
191 Tr. at 397: see Ex. RS-3.
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I Mr. Salmon "feellsl like [his]

While Mr. Salmon acknowledged that

Pieacho to his home during his time living in Robson Raneh.I92

2 community has been targeted as an investment opportunity...|q3

3 the rate design agreed upon by Picacho and Staff shifts additional revenue to commercial properties.

4 he also stated that it is the residents who will actually pay those increases through increased costs at

5 the restaurant and their Robson HOA dues.!°'l Further. Mr. Salmon stated. if the golf course were to

6 close because the cost of water became unsustainable. the homes in Robson Ranch would be worth tar

q7 less. and Robson Ranch would not see additional growth.' 5 Mr. Salmon acknowledged that the

8 numbers he had seen in the rate case. in accurate. indicate that the Picacho utilities have been

I ()

0 underearnin 1 lashg

Mr. Salmon asked that the Commission explore setting rates based on a cash flow model. to

I I

/

21

allow Picacho to remain healthy but protect ratepayers from rate shock. and suggested that the

12 Commission allow Picacho to break even rather than earning a return on its rate base.l97 Mr. Salmon

13 also asked that the Commission explore phasing in the rate increase to allow ratepayers time to adjust

14 their hudgets.'°" Ile acknowledged that a phase-in would result in higher rates than requested by

15 Picacho during the final phase. and that it could result in customers paying more in total (though he

16 thought "something could be worked out"). but said that he believed it would help. although he said

17 that he would want to see the numbers.'°° Mr. Salmon suggested that the Commission could impose a

18 "stay-out" requirement along with a phase-in sehcme. although lie acknowledged that the stay-out

19 would not result in a reduction in the rates being paid. it would just keep l'icacho from tiling br another

2() rate case during the phase-in period.2"° Mr. Salmon lucknow ledged that he did not have any basis upon

w hich to challenge the operating costs that Picaeho has proposed and Stall has accepted or to challenge

22 the fair value of any plant item included in rate base by Picacho and Staff because he is not an expert

23

24

25

26

27

28

w4 Ir. at 397.
193 Tr. al 398.
"'* Tr. al 399.
195 Tr. al 399.
Vu. Tr. at 400-40 I . 410. 455-456.
l17.so Tr. at 4 lo-4 lo.
am Tr. at 401. 452.
199 Tr. at 453-455.
2(x)Tr. at 473.

81674DECISION NO.56



DOCKFT N(). W-035°8A-25-0056. ET AL.

I in ratemaking.2°l Mr. Salmon also expressed a belief that there is "additional information that was not

4

2 perhaps disclosed" to the Commission. such as agreements with the Robson entities "that may exist

3 that have caused certain other thin is to ha in*oZ Mr. Salmon s eciticall mentioned "an I of the1: > )

agreements that were signed fOr the sale.us Mr. Salmon asserted that the revenue requirement agreed

5 upon by Picacho and Staff is "overstated" but agreed that he was not providing any ratemaking

6 evidence and just wants the Commission to do something to mitigate rate shock.2'"

7 Mr. Salmon also expressed concern that CV( DIF is a fOreign enlitv because he considers it

8 "unAmerican" tor a foreign entity to own a natural resource such as \\ aler and was unclear whether

0 CV( 1)11$ now owns the water.l°"5 Yet Mr. Salmon acknowledged that if a foreign investor makes an

10 investment. they should be able to get a return on that investment.2""

I l \'Ill. Ar 'aments & Resolution of Each

12 lherc arc no remaining contested issues between Picacho and Stall: who now agree how the

13 revenue requirement should be established fOr each Picacho utility. what it should he. and what the

14 rules should be. The Interveners contest these shared positions.207 Yet. Mr. Salmon did not provide

15 expert testimony or analyses related to his positions in this matter. did not dispute the data provided by

16 Picaeho and Staff. and did not provide data to support his positions. making it appropriate to

17 characterize the contested issues that the Commission must address and resolve in this matter as policy

18 and legal issues. In the end. in their brief. the lntcrvcnors arguments are that:

IO The Commission should set Picachos rates based on operating margin rather than a return on

20 equity:

21 Il the Commission uses a return on equity to set Picachos rates:

22 O The Commission should use an imputed capital structure with 50% equity and 50%

23 debt:

24

25

26

27 /

28

"" Tr. at 429430. 432. 45 I_45>.
"" Tr. at 439.
03 Tr. at 440.

204 lr. at 44 I -442.
205 Tr. at 418-419. 4a2-423. 415.
"Of: Tr. at 4°4.
*of While onl) Mr. Salmon provided any evidence as an intervenor in this matter. the bricfliled for Mr. Salmon is entitled
"Raul Salmon and Scott \macBeth Brief" Thus. we conclude that the arguments mac by Mr. Salmon on brief are also made
by Mr. .\macBeth.
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l o The Commission should use a rate base with an imputed level of (.lA(7 and AlA( to

2 ensure that growth pays for grow"th: and

3 o The return on equity should be 9.0% or lower: and

4 The Commission should order a phase-in of rates over a period of no less than live years and

5 should structure the phase-in rates so that Picacho docs not recover the revenue lost during the

6 phase-in period.

7 The lntervenors brief includes as an overriding theme the arguments that the law requires rates

8 to be lair to ratepayers as well as utilities. which the lntervcnors argue the rates agreed upon by Picacho

9 and Staff are not. and. essentially. that Picacho should not he rewarded fOr its iailurc to come in fOr a

10 rate case since its C(&Ns were obtained. The Interveners further argue that the Commission has

l I historically moditicd rate proposals that arc IOund to be unfair to ratepayers. These arguments underlie

12 all of the lntervcnors positions. and we set them lonh here rather than repeating them in the discussion

13 ofspeeitic issues to he resolved herein.

14 According to the Interveners. more than 120 years of casclaw establish that just and reasonable

15 rates must be fair to ratepayers as well as to the utility seeking a rate increase. and Pieaeho and Staffs

. . . . . . _t ,16 shared position IS unlatr to ratepayers and completely disregards the ratepayers.°"' Ihe Interveners

17 point to a 1006 ease.SulI River Valley, which preceded the formation of the Commission through the

18 Arizona Constitution. stating that "[t]he cllect of the rate upon persons to whom services are rendered

19 is as deep a concern in the fixing thereof as is the effect upon the stockholders or bondholders" and that

.. . . . . . . . . . . . ., 9 ,
20 [al lcasonable rate IS one which IS as lair as possible to all whose interests ate involved. zu Ihe

21 Interveners further point to a ILS. Supreme Cour1 case from 1896. which was cited inSalI River Vu//¢'.\

22 and slated that the rights of the public. not just those of stockholders. must be considered when the

23 rates to be charged tor a turnpike toll are established and that such rates must be reasonable.2"'

24 Additionally. the Interveners cite a 1979 Arizona Supreme Court case.2" in which the court citedSul/

25

26
Nelssen. 10 Ariz. 9 (l906) (Sa/I River IiI//ev"). issued by

27

*os lntervcnor Br. at 4-5. 6-7.
zw Intervenor Br. at 7 (quotingSu/I River Vu//ei Cana/ Fo. \,
the Supreme Court of the Territory of Arizona).)
Io Intervenor Br. at 7-8 (quoting Sa/I River I all'\. 10 Ariz. at 13-14 (quotingC`minglon & I. Tpk, Rd (n. \. Sand fOrd.
164 l l.s. 578(l896)).

28 zu .li:. ( m{v..4clion.4ssoc. V. .li:. ( or/'. Comm/1. 123 Ariz. 228 (I979)(".lri:, Cm1i. AclioI1").
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I Ri\('l Vol/c\ fOr the principle that Arizona jurisprudence "made it plain long ago that the interests of

1J

2 public-service corporation stockholders must not be permitted to overshadow those of the public

.,111 0 . , 213 . . . x
served. and a 2 04 Arizona Court of Appeals case. IN which the court cited both the 1979 Cd5L

5

4 and SalI River Vullet tor the principle that "courts have consistently held that just and reasonable rates

arc those that are lair to both consumers and public service corporations."2'4

r6 Despite this case law. the Interveners argue. Picacho and StatT haw acknowledged that their

7 positions were "developed without any consideration of the ratepayers.~215 To support this assertion.

8 the Interveners cite to Ms. Schwartzs testimony that Picachos position was based on "the math." Mr.

r9 Atens testimony that his recommendations "ere not influenced by the rate impact to the community.

I0 Mr. ParceIIs testimony that his analyses did not consider the impact on ratepayers. and Ms. Perez-

I l Palacioss testimony that StaIIdoes not base rates oIIoIaIIOrdahilit\" and that consideration of the

12 characteristics of Picachos customers did not influence her recommendations.2"' The Intcrvenors

I 3 argue that Picachos and Staffs failure to consider fairness to ratepayers was unlawfluI and thus that

14 p . . I d g , f * | .d b. . . . . d2I7icac 10 dh . in I S s mart. position must c rclcct¢..

15 The Interveners argue that the "extraordinary period of time without a rate case set the stage

16 tor the enormous rate increases that are currently proposed." as Picacho Waters rates \\ ere set in 1008

17 and Picacho Scwerls rates were set in 199<>.218 The Intcrvenors ar 'be that Picachos so cstion that8 g

/18 ratepayers have benefited from the lack of a rate case during this time makel sl matters worse" because

19 choosing not to tile for rate eases so as to keep the rates low was seltiserving, for the Robson entities.

f

21

20 which owned the Picacho utilities until recentl . and because most co Ie now livin 1 in Robson Raneh> p p 1:

have not lived there fOr the last 27 years and thus did not benclit all of that time.:IQ The Interveners

22 add that "the argument that rate shock is okay because ratepayers benefited from lower rates before has

23 not been well-received be the Commission in the past." based on Commissioner Marquez Petersons

24

25

26

27

28

*iz Intervenor Br. at 8 (quoting Ari: (m{v .lclion,123 Ariz at 231 (citingSu/I River IN//e\. 10 Ariz. at I 3).
is I'/Iclps /he/gt (u177. \, ,lri:. lIu¢:. Pmwr ( o-op., Inc..207 Ariz. 95 (App. 2004)("l'/lu/px I)0¢/g1.'").

*n Intervenor Br. at 8 (quotingPhelps /he/ge. 207 Ariz. at 106-107 (citing.Uri:. (ml\ .4 vlioII. 123 Ariz. at 23 I : Sul/ River
Lu//¢'\.10 Ariz. at I 3)).
is Intervenor Br. at 9.
to Intervenor Br. at 9 (citing Ex. A-7 at 6; Tr. at 780. 491. 505. 509-510).

#11 Intervenor Br. at 9.
"to Intervenor Br. at I I (citing Decision Nos. 61 "66 and 6 I994).
219 lntervcnor Br. at I 1-12 (citing Ex. A-7 at 4)
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I dissent in an Ajo Improvement Company (AlC") rate case.220 which called out such an argument byI:

2 AIC as "insulting to customers.22' The Interveners argue that Picachos customers did not request

1
> subsidized rates and that they "should not be lbrced to pay the steep price that stems from [Picachos]

4 failure to adopt business practices that mitigate rate shock.»z2z

5 The lntcrvenors argue that the Commission highly prioritizes ensuring that utility rates are lair

6 to customers. citing the AIC rate case.223 Intervcnors point out that in the AIC rate case. although AIC

7 and Staff had reached agreement as to revenue requirements. a give-vear phase-in for water rates. and

8 a seven-vear phase-in for sewer rates. the Commission rejected the joint position of AIC and Staff and

0 determined that further rate mitigation was needed to "strike a fairer balance between the (ompanvs

I() need to cover its operating expenses and the burden on ratepayers." noting that AlCls business

I I decisions had been made "ithout regard to rate impacts and that AIC had not filed periodic rate

Ihc12 applications that could have mitigated the magnitude of the rate increases rcquestcd.22'°

13 Commission decision extended the phase-in of rates to a I0-year period for all three utility services.

14 stating that it was "not reasonable or lair to ratepayers to seek such substantial increases over the

15 eriods su l iestcd by Al( and Staff" due to Al("s mane »ement decisions: ordered that a cash lowp so . is

16 methodology be used to set a 5% operating margin Igor the AIC divisions at the end of the phase-in: did

17 not allow AIC to recover any revenues forgone during the phase-in period: and prohibited AIC from

18 tiling a rate application tor any utility division before 2027 and from tiling rate applications Tor all

19 three utility divisions in the same year.225 The Interveners assert that the Commission has numerous

20 tools it can use to mitigate impacts on ratepayers and IuIIilI its legal duty to balance utility and ratepayer

21 interests and that the Commission should use tools similar to those used in the AIC rate case to mitigate

22 rate shock and make the rates lair br ratepayers in this matter.22"

23 Additionally. the Intervcnors assert that the Commission is not required to approve the water

24

25

26

27

28

"" The AI( rate case involved AI( rate applications for its electric division. wastewater division. and water division and
culminated in Decision No. 77287 (July 19, 20l9). of which official notice is taken herein.
"' Intervenor Br. at 12 ( biotin Comn\issioner Mar uez Petersons Dissent to Decision No. 77187).. q g q
22. Intervenor Br. at 12.
to; Intervenor Br. at I4-IS.
zu Intervenor Br. at 15 (quoting Decision No. 77287 at "3).
225 Intervenor Br. at 1516 ( uotine Decision No. 77287 at 23 and citify v I)ecision No. 77287 at 23-24. 48).q _ s
22¢» Intervenor Br. at 16.
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I rate a lication and sewer rate a plication al all because the oint sit ions taken by Picacho and Staffpp Pl J pO .
2 constitute "a rate ro osal that is not ust and reasonable" and that must be reected.27 Rather thanp p J J

3 providing an outright rejection. however. the Interveners urge. "ratepayers are better served when the

4 Commission uses the threat of rejection to leverage greater concessions from the utility" because

5 "utilities regularly agree to significant concessions when it is clear their rate application is at risk."22*'

6 A. Manner of Determining Revenue Requirement - Return on Rate Base vs.

7 Uperating Margin

8 Fieacho & StaffI .

q Picacho points out that the Arizona Constitution. Art. 15. § 3 obligates the (ommission to set

10 "just and reasonable" rates for public service corporations and that Arizona case law establishes that

I I this shall be done through a quasi-.iudicial process that requires the ALJ to consider evidence and

12 argument and the Commission to base its conclusions on evidence adequate to support all pertinent and

l 3 necessary findings of tact without influence from "extraneous considerations which in other Iields

14 niigi have of i CCfl1IlNlU' ur ' eeui c Io .41 t icac a.s<. s: rigor cours iavel t l I n o t g el}ex tveatn°2'l ' h o s ~ n "A a t l
l 5 long and consistently required the C`ommission to set rates that will produce suflieient revenue to allow

16 the utility to recover its operating expenses and am a reasonable rate of return on the lair value of its

17 rn crtv devoted to ublic service.as230 Picacho concedes that the Commission has a out . to rotcct thep p . p > p

18 public interest. but argues that the Commissions duty is to prevent "excessive and discriminatory rates

J19 and inferior service." not to reduce rates artificially so that a public sen ice corporation is not allowed

20 a reasonable return.13! Picacho further cites the l).S. Supreme Court fOr the edict that "[r]ates which

21 are not sufficient to yield a reasonable return on the value of the property used at the time it is being

22 used to render the service are unjust. unreasonable and confiscatory. and their enforcement deprives

23

24

25

26

27 .Iii:. Corp. ( mum n. 169 Ari7. 279. 286 (App. 19()1 ) (quoting /'cIrolune-

28

"7 lntcrvenor Br. at 21.
z's intervenor Br. at 21. To support this. Interveners cite to a newspaper article concerning the Al(` rate case that was not
made a pan of the evidentiary record in this matter. The Commission finds this argument problematic. as it suggests
gamesmanship that does not befit a governmental entity with an obligation to fulfill constitutional obligations.
"" Picacho Br. at 7-3 (quoting Slate ex re/ (url»in r..Iii:u/lu Curp, (mmn n. 143 Ariz. 219. 223224 (App. l 984)).
230 Picacho Br. at 4 (citing l QS Wes! (ommc ns. Inc. v..I/i:. Curp. C(m1m I1.201 Ariz. 242. »46 (200l ) (stating that "a line
of cases nearly as old as the state itself has sustained the traditional formulaic approach" to setting rates)).
st Picacho Br. at 4 (quoting Sll (as (hip \ .
lrr: (IGS Serf v. Ari: (urp. (0m1n n. I 19 Ariz. 257. 259 I I 978)) and citingScales v .li. (uI71 Cumm /1. l 18 Ariz. 53 I .

534 (App. I 978) ("Scales)).
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.232I the public utility company fits properly in violation of the Fourteenth Amendment. Picacho adds

2 that there are no claims Picaeho has been providing inferior service and that although the increases are

13 high. they are not more than Picacho requires to recover its costs of service plus a lair rctum.23 Picacho

4 asserts that what Mr. Salmon is asking the Commission to do is authorize rates that are lower than just

5 and reasonable rates.23'

6 Picacho turthcr points out that the AIC rate case decision cited with approval by Mr. Salmon.

7 n hich involved ratemaking based on a cash low analysis rather than a rate of return on rate base and

8 included a phase-in. is inapt because AIC voluntarily agreed to forgo rate-of-return rate making and to

O a hasc-in ofrates without recovery of its lost revenues and because "there were serious concerns aboutp .

I() aIIOrdability" in the AIC case. which arc not present here.135 Picacho asserts that the testimony on the

I I demographics of Robson Ranch indicates that the average household income is $125.000. and public

12 comments indicate that many residents of Robson Ranch reside elsewhere in the summer months (i,¢'..

13 have second homes). whereas the l)ccision in the Al( rate case established that the median annual

14 income in Ajo was approximately $33.00() and that approximately 30% of households in Ajo earned

15 below the federal poverty level of approximately $25.000.23°

16 Additionally. Picacho argues that. while the Commissions ratemaking powers are indisputably

17 broad. it would be unlawful br the Commission to set rates w ithout considering and using a public

18 service corporations rate base. il that rate base is determinable. which those for the Picacho utilities

19 are.237 lhus. Picacho concludes. the Commission ma not ado t Mr. Salnlons osition that they p p

20 Picacho utilities revenue requirements and rates should be set based on something other than their

21

22

23

24

25

26

2 7 . . ,. . . q . 79ven IHCOUVCHICIII to Robson Ranch residents because . 0 percent or more of our residents are Sl10\\blTd5. (August - .

28

"` Picacho Br. at 4 (quoting Bluefield (u, r. Pub. Serf. ( umm n. 262 U.S. 679. 690 ( 1923)).
233 Picacho Br. at 5 (citing Sinrms \ Round I al/qv Light & I'o\nr (o.. 80 Ariz. 145, 149 (l956) (".Silmn.s") (quoting Sm.il/r
v, Ames, 169 11.S. 466 (l898))).
"* Picacho Br. at 5. We note that Picacho and Staffreterred to Mr. Salmon rather than the Interveners in their briefs because
the briefs were all tiled on the same date and thus neither Picacho nor Staff knew that Mr. McBeth would join Mr. Salmon
on brief.
IS Picacho Br. at 18 (citing Decision No. 77287 (July 19. 2019) at 9. 14-15. 21 ). Official notice of l)ccision No. 77287

was taken during the hearing at Picachos request.
236 Picacho Br. at 17 (citing August 25. 2025. Public Comment Tr. at 18. Decision No. 77287 at 9). We note that public
comment is not evidence but agree that a commenter stated on August 25. 2025, that the public comment meeting date was

2025. Public Comment Tr. at I 8.) Official notice is taken of the August 25. 2025. Public Comment Transcript.
2,11 Picacho Br. at 18-19 (citingScales. I 18 Ariz. at 534).
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I , . . . . d . . 51 | , b '38operdllltg expenses an a l€dsol\d e return 01\ I tclr rate ases.

2 Staff states that because Mr. Salmon asks the Commission to lower the revenue requirement to

3 reduce rates "but provided no evidence or argument as to how that should be accomplished." did not

4 oppose any specific element used to determine the revenue requirement. and did not provide any

5 evidence to su on such a reduction. Picacho and Statlls ositions should he ado ted.23" StalT statespp p p

6 that because "an Commission decision must be supported by 'substantial cvidence." and Mr. Salmon

7 failed to introduce any evidence to support his position. the evidentiary record docs not support

8 Commission ado son of Mr. Salmons osition.2'° Statl further asserts that "the Commission has ap p

9 duty to set rates that are reasonable but that are also sufficient to permit a utility to continue to provide

I() service and to earn a return of and on its investment" and that are "based on facts and evidcnce.2' I

I I According to Stall. "there is no evidence that 811\ of the Intervenors proposals would enable the

la ( . . . d ..2,p
ommisslon lo cam out Its uty.

I 3 Interveners2.

14 lhe lntcrvenors assert that they prefer an operating margin approach to the traditional rate base

15 and rate-of-return method fOr establishing l'icachos revenue requirements because the operating

16 margin approach is straightfOrward and has been used when the Commission is concerned that

17 ratepayers may be harmed by rate increases that would otherwise be too high."'* The Interveners

18 su t est that the Commission should remand this matter to the llearin 1Division for additional evidencego g

IO to be gathered on "the appropriate operating margin to set in this instance.2" The Interveners state:

20 "While this may seem like an extreme remedy. the Commission should keep in mind the numerous

21 self-serving and deliberate decisions of the utility that form the basis of this proposed dramatic rate

22 increase."2*5

23

24

25

26

27

28

238 So: Picacho Br. at 18-19.
~3<» Sec Staff Br. at 34.
:to SlaIIBr. al 17 (citing Simms. 80 Ariz. al I 54).
241 Staff Br. al 17 (citing Simms, 80 Ariz. at I 54).
i v SlaIT Br. al 17.
24:4 Intervenor Br. at 17-18 (citing Decision No. 77287 at P ) .
*44 Intervenor Br, at 18.
245 Intervenor Br. at 18.
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l Rcsol u t ion3.

2 Article 15. § 14 of the Arizona Constitution provides: "The corporation commission shall. to

1.5 aid it in the proper discharge of its duties. ascertain the lair value of the property within the state of

According to the Arizona Supreme4 every public service corporation doing business therein

5 Court. this provision was included in the Arizona Constitution "[in order that the Corporation

6 Commission might act intelligenth. justly. and fairly between the public service corporations doing

7 business in the state and the 'encral »uhla¢.""° The Arizona Su mrente Court went on to stale:g l l

8

O

uv10

The "lair \ glue of the properly" of public service corporations is the
recognized basis upon u hich rates and charges Iimr services rendered should
be made. and it is made the duty of the Commission lo ascertain such value.
not tor legislative use. but br its own use. in arriving at just and reasonable
rates and charges ....

I I The Court Iurther stated: "All persons agree that the capital invested in public service should receive

12 reasonable remuneration. and that the services rendered should be efficient and practicable and to all

I 3 patrons upon equal terms and conditions."2"

14 In more recent years. the Arizona Supreme (ourt has clarified that the (ommission is obligated

I5 to determine the lair value of a public service corporations property used in the provision of service

)16 as a precursor to setting just and reasonable rates in all cases" and generally obligated to use its

17 determination of fair value as the basis for establishing the revenue requirement and determining the

<118 just and reasonable rates fOr a public service corporation. ( The Arizona Supreme Court

ac now e be 1a IC ra I lona approae IS no cons l u Iona v require Ina cases. u s a e :19 k l d d t l t t l 1  d t I h I I l l II d II 2 " b t t t d

20 /

21
in order to tix just and reasonable rates fOr

22
25"

[W]e have repeatedly required its use in rate making br prhate. fOr-prolit
monopol ies . . . . Similarly. we haw held that. \\ ith some limited
exceptions. lair value must be determined when rates are set. As a result.

... fOr-prolit monopoly utilities.
the Commission is obligated to base rates on the current lair value of the
ut ilitys property.

23

24

25

26

27

w. S/ale v. 7}Ic.wn Curs, Elecl. I.ighI & Power (`o.. 15 Ariz. 194. 303 ( l9l4).
47 15 Ariz. at 303.

up 15 Ariz. al 307308.
" ° Rl ( U it Ari: CnI7' Comm n. 240 Ariz. 108. 109 ("0 l6) ("R( ( ( )") .
250 RI ( (). 240 Ariz. at I V' (citing . lri : (nrp Cnmln n \ lri :. Hiller (u,, 85 Ariz. 108. 202 (l')59)) ("Ari:. Wulu/").
251 RI "((). 240 Ariz. al I 12 (citing l S II is! Cnntmc n.\. Inc. \, .lri:. (0/7'. Comm n.201 Ariz. 242. 246 (200 I ) ("("S Il2.sl")
(allowing the C`omn1ission not "to rigidly link the fair value determination to the establishment of rates" for a utility in a
competitive industry)).
:so RI ((). 240 Ariz. at I 12 (citationsomitted) (citing Simms. 80 Ariz. at 15 I ); l S Well. 201 Ariz. al 246. Ari: Hiller, 85

28 Ariz. at 20l-202).
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I While the AIC rate case did not use this "traditional approach." the Commission obtained Al("s

2 consent to have its revenue requirement established using a different method. A party to a case

3 'enerallv ma . waive its Ieval ri 'his. including ' constitutional ri 'his. as it sees m.291 Unlike Al( in theI, . ) c I: 8 Z:

4 AIC rate case. Picacho in this matter has expressly refused to have its revenue requirement and rates

5 established using an approach other than the "traditional approach" of rate-of-retum rate making. The

6 Picacho utilities are lOr- rolit ublic service cor orations with discernible ositive rate bases andp p p p

7 Ari/.ona case law establishes that the Commission is obligated to use rate-of-return rate making when

8 setting the rates fOr fOr-profit public service corporations. The Commission must respect l'icachos

') rights and its own legal obligations in this regard. The Intervenors request fOr Pieachols revenue

I0 requirements to be set using an alternate method must be denied.

I l B. Capital Structure

12 Pieaeho & StaffI .

I 3 ice o are r. I 01 s ro osa c o I ( al  i e ea vi aI' ch sU'S that M Sale 1 I for th* ( mmlssl in to use 1 n1 but d t I

14 structure with 50% equity and 50% debt should not be adopted because he has offered no basis fOr

I 5 adoption olsuch a capital structure other than that it would result in lower rates. was unable to explain

10 whether he was seeking a 50/50 capital structure or some other hypothetical capital structure. is

17 unqualified to make recommendations regarding the appropriate capital structure loran Arizona public

18

19

service corporation. and was unable to quantify the extent to which the revenue requirement fOr each

Picaeho utility would he reduced if a 50/50 capital structure were adopted br each.25l As Picaeho puts

20 5it. "Mr. Salmon was seeking relief he did not evaluate and could not exp|ain...2 5

21 Picacho argues that the two qualified cost-ollcapital experts in the case. on the other hand.

22 agreed that the Commission should not use an imputed capital structure containing more than 30%

23

24

25

26

27

28

*is See. e.g., I'mrell v. l Sec. & lirclrunge Cumm n. 149 F,4"' l0"9. 1035. 1038 (9"' Cir. App. 7025) ("/'met'//")
(longstanding precedent confirms that a defendant in a civil case can waive constitutional rights as part of a settlement just
as a criminal defendant can waive constitutional rights as pan of a plea bargain: the law permits voluntary relinquishment
of constitutional rights as long as appropriate safeguards are attached). In I'mre//. the 9"' (ircuit stated: "In proper
circumstances. rights. including constitutional rights. can be waived. There is a background presumption that legal rights
generally ... are subject to waiver by voluntary agreement of the parties." (Powell. 149 F.4'1' at 1038 (quoting l 'filch/States
\ .II¢*::unutM, 513 US. 196. 203 (l995).)
*54 Picacho Br. at 15-16 (citing Tr. at 400. 403-404. 445-446: Ex. RS-1 at 7-8).
zss Picacho Br. at 16.
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2 equity to a capital structure with 70% equity is a big step. and such changes should be made
, "57 . . . . ..
A gradually. Picacho also points to Mr. Bourassa s testimony to the effect that \\ hen a reasonably

4 balanced actual capital structure is available. it is not good ratemaking to use a hypothetical capital

5 structure and that a goal ofrcducing rates is not a good basis tor selecting a capital structurc.25l'

6 Thus. Picacho argues. the C`ommission should approve the proposed capital structure of 70%

7 equity and 30% debt for both Pieacho utilities.259 But. Picacho argues. both experts and Mr. Salmon

8 agreed that if Picachos revenue requirement is set using a capital structure with a higher debt ratio.

9 Picacho should be authorized to borrow up to that total amount of debt so that the capital structure

l() adopted tor rate making can be obtained.2"°

I I StaII asserts that the capital structure of 7()% equity and 30% debt is appropriate fOr both

12 Picacho utilities under the circumstances because neither currently has any debt. both were acquired

I 3 by .IW Water in late 2024. and "it is not unusual for the Commission to gradually revise a utility's

14 capital structure..2°' Staff acknowledges that the capital structure of 70% equity and 30% debt "is less

15 balanced than is generally recommended by the Commission." but asserts that the reduction from l 00%

--*alstructure.

16 equity to 70% equity is "significant ... and an appropriate first step toward a more balanced capital

17 StalT further observes that "a 50/5() capital structure may be too onerous" for Picacl1o.2"3

18 2. Ill tervenors

19 The Interveners argue that the Commission may use an imputed. or hypothetical. capital

20 structure lo set rates and slate: "The Commission uses an imputed capital structure when an unbalanced

21 "26Icapital structure has the potential to either burden ratepayers or hamper the operation of the utility.

22

23

24

25

26

27

28

*So Picacho Br. at 16.
257 Picacho Br. at 16 (citing Tr. al 259-760. 275-276. 577-278. "8')-290. 293-294).
~ss Picacho Br. al 16 (citing Tr. al 239-240. 375-377).
59 Picacho Br. al 16.

260 Picacho Br. at 16 (citing Tr. at 403-404. 375-377. 276-277. 308-309, 3 loI.
al Staff Br. al 12-13 (citing Ex. S-4 at 6). \\e note that the Commission does not revise utilitys capital structures. although

the Commission may order a utility to move toward a more balanced capital structure or may use an imputed capital structure
when setting rates due to the lack ofbalancc in a utilitys actual capital structure.
z¢>2 Staff Br. at 13.
Ni Stuff Br. at 13. Staff does not cite to al\\ portion of the evidentiary record for this assertion.
m Intervenor Br. at 18 (citing Staff Reply Brief if Docket No. W-07l 13.\-13-01 18. Chaparral City Water Colnpany rate

case). The brief cited by Interveners was not offered into evidence and thus is not pan of the evidentiary record for this
matter. It is a document prepared by Staff as an advocate in the Chaparral City Water Company rate case rather than a
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I The Interveners assert that "Stallhas also previously advocated br use of an imputed capital structure

/3

2 to c ualize the benefits and burdens of the e uitv ratio between the c om an and its rate a ers. whoq q . p y p )

have no control over what that e uit ratio is."""5 The Interveners ur »e the Commission to a roveq > 8) pp

4 rates tor the Picacho utilities based on an imputed capital structure containing 50% equity and 50%

5 dcbt.2""

6 The Interveners point to Mr. Parcells testimony agreeing that the Commission gcnerallv lavors

7 an et uitv ratio of between 40% and 60%. that he versonallv would refer to see such a ran »e tor theI . I , p 1,

8 Picacho utilities. and that the Commission recently approved an equity ratio in the mid-50% range for

09 Souths est Gas in its rate case.m7 The lenten errors also ar 'ue that Commissions in other urisdictionse .I

10 use imputed capital structures "when ratepayers may be harmed by setting rates using the utility's

I I actual capital structure" and quote a Missouri Public Service Commission Report and Order stating

12 that it would not use a utilitys equity-heavy capital structure to set rates and would instead use a

13

14

I 5

16

(ommission decision and thus does not establish the C`ommissions position on any issue. In Decision No. 74568 (June
20. "0 l4), of which official notice is taken. issued in the same Cl\aparraI City Water (ompany rate case. the (ommission
did not adopt a hypothetical capital structure. although urged to do so by Staff and RU(`(). instead stating the following:

We share the concerns raised by RI !(() and Staff in regard to the common equity
ratio of((W( in comparison to those fits parent companies EP(()R and EP(()R Water
Arizona over the five year period leading to and including the test year. The comparison
as set forth in the testimony of RL'(l0s witness shows a very sharp contrast in equity
ratios.

17

18

19

20

21

22

23

24

25

26

27

28

We arc cognizant. however. that as C(\\( and \\l PA.\ point out. in the last three
C(W( proceedings bclbre us. we have not ordered C(\\( to take action lo address the
issue of its unbalanced capital structure. or indicated an intent to consider emploving a
hypothetical capital structure in future proceedings.

()n a going forward basis. however. C(\\( should consider making plans to
rectify the imbalance in its capital structure relative to the capital structures of its parent
companies. We will order C(`\\ (` to tile in this docket. within 120 days. a plan including
analysis on how it might achieve a more balanced. reasonable. and appropriate capital
structure. In future ratesetting proceedings, regardless of whether C(\\( has chosen to
rebalance its capital structure. C(W( can expect that a hypothetical capital structure will
be considered.

We make no finding with respect to the double leverage issue raised in this
proceeding. However. we agree with Staff that the existence of double leveraging is not a
prerequisite for employing a hypothetical capital structure in a cost of capital
determination. Further. we note that a hypothetical capital structure. as the name indicates.
does not require a utility to actually change its capital structure. as C(W( and WUA,\
seem to imply.

(Decision No. 74568 at 34-35.)
t5 Intervenor Br. at 18 (quoting Decision No. 74568 at 37). As noted in the prior footnote. the Commission did not adopt

Staffs position.
lot. Intervenor Br. at 19.
267 Intervenor Br. at 19 (citing Tr. at 259. 273-274. "78). Itttervenors did not mention Mr. ParcelIs testimony that Southwest
(iass equity ratio was in the mid-50% range and that RUN() had proposed a lower equity ratio that the Commission declined
to adopt. (See Tr. at 773-274.)
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I hypothetical capital structure because its stockholders. rather than ratepa ers. should bear the burdeny

2 of utility managements decision to have a "skewed capital structure..2"" The lntervcnors argue that

3 courts in other states have also u held the use ofim uted ca ital structures to rotect rate avers. citify 'P p p p p . 8

4 court cases in New Mexico. Missouri. and ldaho.°""

5 Resolution3.

6 Both cost-of-capital experts in this matter support use of a capital structure that includes 70%

7 equity fOr the Picacho utilities. which is consistent with the level oldebt that Picacho asserts it intends

8 to obtain and maintain. Mr. Parcell testified that Picachos proposed capital structure was a step in the

9 right direction and a good start for Picaeho. which currently has a capital structure of |()()% equity.

l I //

10 even though the 70/30 capital structure does not tall within the Commissions frequently stated

. . . , , o o , . 370preference tor a balanced capital structure to have between 40/0 and 60 o equity and debt. Mr.

12 Parcell clarified that his 70/30 capital structure recommendation "is not based upon an analysis of what

13 it should be in the long term. its based upon an understanding and recognition that the companies are

14 makin l an effOrt to 'o lrom 100 ercent c uit down to a more balanced ca ital structure.~27| Mr.b 8 p q y p

15 Parcel opined that use of a hypothetical capital structure would he "encouragement" for a utility to

10 obtain the favored capital structure because it "tell[s] the company thats \\ here you need to be to get

/17 the rates to sci in a "ay that suits - that favors you.,n7* Mr. Parecll also agreed that under mosta

18 circumstances. if the Commission uses a hypothetical capital structure containing 40% debt. the

/ l19 compare} should also he authorized to borrow up to 40% debt and that it as probable that a parent

2() company that could provide 30% debt could also provide 40% debt.273 Additionally. Mr. Parcell

21 acknowledged that the proxy group utilities historic and estimated capital structures have equity levels

22

23

24

25

26

27

28

1"!' lutervenor Br. al 19 (quoting a Missouri Public Service Commission Report and Order issued in a docket for St. Joseph
Light 8; Power Company. Case No. ER-93-4 l at 5 ( l 993)).
or Intervenor Br. al 19-20 (citing In re Zia \UI. (ms (o.. 998 P.2d 564. 568 (N.M. 2000):Slate ex rel..llissnuri (ms I/1¢'r;xn"
v. l'u/1. SeIv. ( omm n. 186 S.\\.3d 376. 389-390 (Mo. (`t. App. 2005): .I/rp/iculiun 0/(ili:ens I Ii/ities ( o . 739 P."d 360.
362-363 (Idaho l 987)).
m Tr. at 260. 274. 276. "78. Mr. Parcell testified that he would prefer to see Picacho continue moving toward a lower

equity ratio capital structure. (Tr. at 278.) .\lr. Parcell also testified that he is "a cost of capital person." whose job is to
measure the current cost of capital in terns of what it costs to attract capital from an economic standpoint. while the issue
of wl\at is fair to ratepayers is a policy issue. (Tr. at 280.)
7 l Tr. at18<>.

171 Tr. at 307.
27' Tr. at 308-309. 3 10. 3 l I .
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I between approximately 50% and 56% and that his COE analyses were based on those capital structures.

2 though he determined that it was not necessary to make an adjustment to his COE analyses based on

3 Picachos higher equity capital structure because Picacho was "doing the right thing" by acquiring

4 debt." Ile also agreed. however. that sometimes it may be a ro rate to adust a return on C( it ' oro . pp p .| l 3

5 a capital structure fOr policy or political reasons and that il the Commission were to set rates based on

6 a higher percentage oldebt in the capital structure. it would be appropriate for the company also to be

7 authorived to borrow up to that amount oldcbt.275

8 Mr. Bourassa stated that a capital structure with 30% debt is "perfectly acceptable and

<) reasonable" Tor utilities the size of the Picacho utilities.17" Mr. Bourassa also testilicd that it would be

l() appropriate Tor Picacho. on a going-lbrward basis. to use a balanced mixture of equity. debt. and AIAC

l I and CIAC to lund capital investments.277 Mr. Bourassa expressly recommended against the

12 Commission sett if ' the revenue requirement and rates Igor Pieacho based on an imputed capitalb

13 structure that did not match the financing authorization 'ranted to Pieacho because I 0% of Pieacholsg

14 c uit would he turned into low-cost debt. which he would consider to be a "takin ,.~27x Mr. Bourassaq y 8

I 5 elarilied that this harm to the Picacho utilities would occur if they were authorized Io borrow an amount

16 oldebt lower than the level oldcbt imputed fOr rate making tag.. authorized to borrow up to 30% debt

17 but having their revenue requirements and rates set using an imputed 40% debt ratio) due to the

18 "fictitious interest rate deduction tor the income taxes computed br rates because of the interest

19 synchronization..,27°

20 Ms. Schwartz stated that a capital structure that is balanced tor a larger utility might not be

21 appropriate for a smaller utility and that she considers the I'icacho utilities to be "small utilities"

22 because she looks at them individually rather than as entities that arc owned by a holding company and

23 then ultimatel be another Brent com an in" She also testitlled that JW Water has not determined> . p p y

24 what capital structure it may propose in the future but has detemtined that it intends to propose

25

26

27

28

7l Tr. at 288, 290-294.
*75 Tr. al 303. 310-31 I.
27u Tr. at 235.
277 Tr. at 353.
:va Tr. at 375-376. We note that Mr. Bourassa is not an attorney.
279 See Tr. at 375-377.
so Tr. at 106-107.
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2

l I

I

I9

I consolidation of all of its systems into a single water company and a single sewer company.28'

Although the Commission has expressed a preference for using a public service corpora\ions

3 actual capital structure when setting rates. it has used a hypothetical or imputed capital structure fOr

4 rate making when a public service corporations actual capital structure is inappropriately imbalanced.

5 whether that imbalance is due to excessive equity or excessive dei»i.=*'2 In this matter, the Picacho

6 utilities actual capital structures of l 00% equity are inappropriately imbalanced. making it appropriate

7 to use a hypothetical capital structure that is balanced. Picacho and Staff agree on a hypothetical capital

8 structure of 70% equity and 30% debt (hypothetical because the Picacho utilities actual capital

9 structures will continue to be I 00% equity until the water financing application and sewer financing

10 application are approved and debt is obtained). While the 70% equity ratio agreed upon by Picacho

and Stall represents a vast improvement in the capital structure lrom I 00% equity. the Commission

12 prefers to see a capital structure that contains no more than 60% of either equity or debt. as recently

13 reiterated by the Commission in Decision No. 8 l4 I5 (July 22. 2025). in which the Commission rejected

14 an intervenor-proposed hypothetical capital structure with 70% debt and 30% equity as

15 "inappropriately unbalanced." instead approving an actual capital structure with 54.72% equity.283 The

16 lntervenors` 50/50 capital structure would literally be balanced. but it would also represent a degree o1

17 leverage that may not be attainable by Picacho. based on the evidence herein. which indicates that

18 attaining 40% debt rather than 30% debt is likely possible.

Mr. I'arccll determined that JW Waters capital structure has had the lbllowing equity ratios in

20 recent years:284

21 202 I
85.36%

2024
96.60%

2020
78.56%

2022
75.20%

2023
77.82%22

23

24

25

26

27

28

:al Tr. al 107-108.
:sz Sou. et.. Decision No. 58377 (August 12. I 993) (adopting hypothetical capital structure of 40% equity and 60% debt
for Southwest Gas Co. because its capital structure was excessively leveraged); Decision No. 70624 (November 19. 2008)
(adopting hypothetical capital structure of 60°0 equity and 40% debt for Gold Canyon Sewer Co. because actual capital
structure of l00% equity was not in line with industry averages): Decision No. 77269 (June 27. 20 I 9) (adopting hypothetical
capital structure of 60% equity and 40% debt for Fainters Water Co. because actual capital structure of 100% equity was
not in line with industry trends); Decision No. 72498 (July 25. 201 I ) (adopting hypothetical capital structure ol60% equity
and 40°0 debt for Las Ouintas Sercnas Water Co. because actual capital structure of 67.9% debt and 32.1°0 equity was
overly leveraged as compared to proxy group).
:so Decision No. 81415 at 92. Official notice is taken of this decision.
2x4 Ex. S-4 at 17.
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I .IW Waters currently equity-heavy capital structure suggests that .IW Water should be well poised to

2 provide Picacho debt beyond the 30% originally contemplated in the financing applications. should

3 that be warranted.

4 Mr. Parcell reported that the proxy group companies have had the following equity ratios in

5 wt . di l f lIw» . d~ .2ssFCCLI1 years an have tie o (wing prolectc equity ratios.

6 Year/s 20° l"020 "023 20"42022 10"162025

7

/
40.9-54.4

48.4
40.9-55.7

48.5
41.3-60.1

50.5
44.5-59.7

50.7
44.7-57.5

49.2
44.0-65.0

53.2

°028-
*03o

43.5-66.0
54.8

45.5-62.5
52.3

Range %

Average °o

III8

II I

I 3

0 This data shows not only that the proxy "rou com ames on avcra c have maintained c uit ratios that. . D q y

I() are within the range that the Commission considers to be balanced but also a trend toward progressively

hi 'her 21\ era f c e uit ratios. with those aveia ve e uitv ratios cxcccdin l 50% and with the ran*e ofE 8 q . 8

12 actual equity ratios fOr the individual companies never reaching as high as 70%.

Mr. Parccll also reported the lOllowin 1 current equity ratios (actual or hypothetical used or8

14 proposed to be used for ratemaking) br other Arizona water utilities currently or recently involved in

15 rate proceedingsz28u'

16 Docket No.utility Common Equity %

17

18
/ 0

W-0l I 45A-24-0l 17
WS-0I 303A-24-0l 30
W-0 I 654A-24-0 l 08

W-0"074A-"3-0337 et al.

Ari/.ona Water - Northern Division
EP(()R Water
Global Water - Farmers Water
Liberty Utilities

59.53%
54.72%
55.00%
54.00%

Actual or
H othetical

Actual
Actual

I I othetical
HY othetical19

20 This data likewise shows that Arizona utilities routinely either maintain. or accept the appropriateness

21

22

ofratemaking using. equity ratios that are in the mid-to-upper 50% range.287

While the Commission is mindful that the revenue increases proposed by both Picacho utilities

23 are high. due largely to neither Picacho utility having filed Tor a rate case previously in spite of the

24 extended periods during which they have held their CC&Ns and been in operation, the Commission is

25 obligated to make its decisions based on evidence rather than a desire for specific outcomes. The

26 evidence in this matter does not support adoption of the 50/50 capital structure for which the

27

28

ss See Ex. S-I2 (citing Value Line Investment Survey (October 3. 2025)).
"8b Ex. S-4 at 18
:in Ex. S-4 at 18.
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I Interveners advocate but docs support adoption of a capital structure with 60% equity and 40% debt.

2 A 60/40 capital structure falls within the Commissions range for a balanced capital structure. is more

3 consistent with the capital structures of both the proxy group companies and other Arizona water

4 utilities. and helps to ensure that the COE analyses performed using the proxy group companies are

5 appropriate br estimating the C()F for the Picacho utilities. Based on the evidence of adverse

6 consequences that could result iIthe hypothetical capital structure used fOr rate making does not match

7 the Iinaneing authorization granted by the Commission. as discussed by Mr. Bourassa. the Commission

8 further finds that it is appropriate fOr the Commission to approve financing authorization for each of

9 the Picacho utilities that will allow them to obtain and maintain 60/40 capital structures in reality.

10 (. lniputcd CIA( and AIAC

I I Picacho & StaffI .

12

/

21

Pieaeho argues that although Mr. Salmon tailed to present any evidence on rate base, or to rebut

13 the substantial evidence on rate base presented by Picacho and Staff he appeals to the Commission to

14 reduce the rate bases of the Picacho utilities.2ss Picacho points out that Mr. Salmon attempted lo

15 establish that the Pieacho utilities rate bases would be lower today if the Robson entities had been

16 required to fund more plant as a landowner/developer (i.e., through ClAC or AIAC). but argues that

17 Mr. Salmon could not demonstrate either that the rate bases wouldbe lower today or how much lower

18 in the) were. instead relying upon "pure conjecture regarding how much developers aetuall\ did or

IO might have paid. how that funding would have been booked. and how much would have already been

2() reliI1\ded."289 Picacho argues that "speculation is not substantial cvidence.u2°"

Further. Picacho argues that the Picacho utilities have done nothing wrong because there is no

22 legal requirement for developers to make advances toward the cost olplant to serve new development

23 or tor a public service corporation to have a hook-up fee ("llUF") tarill that treats plant funded by

24 developers as c1Ac.2°' Picacho also points out that the Commission was aware of the manner in which

25

26

27

28

sit Picacho Br. at 13 (citing Ex. RS-2 at 9: Tr. at 400-401. 454-4561.
:to Picacho Br. at 14 (citing Tr. at 242-243. 458460. 493-495. 514-516).
to Pieacho Br. at 14.
2"l Picacho Br. at 15 (citing Tr. at 356. 500; Ex. A-23 at l0).
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I the Robson entities funded plant292 and on at least two occasions gave it "tacit approval.,.293

2 Staff acknowledges that Picacho. when owned by the Robson entities. did not enter into Main

3 Fxtension Agreements ("MXAs") to fund plant tor new development. which would have resulted in

4 AIAC. but asserts that Picacho did nothing wrong by not using MXAs.294 Staff further observes that it

q5 was not the current ownership of Picacho that made the decision not to use MXAs.29 Nonetheless.

6 Staff obscrves that it has reduced the rate bases tor both Picacho utilities due to its adjustments made

7 for pl1Fru.2"° Additionally, StatT notes that it imputed CIAC to Picacho Sewer in the amount of

8 $6.l03 fOr the TY because Picacho Sewer was unable to provide invoices for $6I .03 I . l0 of t)1s.2°"

9 Interveners2.

10 The Interveners assert that there is an "inherent contiict of interest ... at the heart oI this case"

I I Theqbecause Picachols prior owner was the developer and homebuilder tor Robson Ranch.2 x

12 Interveners criticize the Robson entities tor making "ratepayers subsidize growth by Iailing to use

I 3 AIAC. CIAC. or HlIFs" and assert that they used "ratepayer money rather than homebuilder money"

q14 to  pay br ' ro th.2 9 The Interveners ar 'UC that the Commission now has the opportunity to scrutinize8 b .

I15 this practice and that "it would clearly be unfair br the Commission to avsard IPicacho the] IulI rate

16 increase without adjusting the request to make it lair to ratepa} ers by imputing some appropriate level

17 oIAIAC and cIAc.*"" IIthc Commission does not impute AIAC and CIAC. the Intcrvenors assert.

18 ratepayers will be locked into unfair rates and "made to subsidize growth.u3"! which would "directly

19 contradictll the widely accepted regulatory principle that grmwh should pay fOr growtll.3o2

20
l

21

22

23

24

25

26

27

28

:in l'nder the "Robson method" offunding plant. as described by Mr. Bourassa. the shareholder or another affiliate paid br
plant and then, when the utility had enough retained earnings to repay the shareholder or affiliate. the utility did so, and the
shareholder or affiliate transferred ownership to the utility. (Tr. at 355-356; Ex. A-23 at 9-1 I.)
"" Picacho Br. at 14-15 (citing Tr. at 355-356. 500: Ex. A23 at 9-1 I ). In his testimony. Mr. Bourassa cited Decision No.
57645 (November 27. l9)1 ); Decision No. 62184 (January 5. 2000); Decision No. 74564 (June 20. 20 l4); and Decision
No. 75306 (October 27, 20I 5). These cases involved other utilities then owned by the Robson entities (specifically Pima
Utility Company. Lago Del Oro Water Company. and Quail Creek Water Company. Inc.). (Sec Ex. A-23 at 9.) Official
notice is taken of these decisions.
"'* StatllBr. at 5.
:is Stall' Br. at 5.
we Staff Br. at 6. 8.
~<)1 Staff Br. at 8.
29a Intervenor Br. at 12.
zw Intervenor Br. at 12-13.
sou Intervenor Br. at 13.
box lntcryenor Br. at 13.
doz Intervenor Br. at 13.
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I Interveners add that most well-managed water utilities in Ari7ona do not fund plant with l 00% equity

2 and argue that the rates sought be Picacho "are higher than they otherwise would have been" had AlA(

3 and ClA( been used.303

4 Resolution3.

5 While it may seem logical that the Picacho utilitics rate bases would be lower ilthc Robson

6 entities had lunded plant using AlAC or CIAC rather than equity, there is no evidence to support that

7 conclusion. Rather. there is testimony lo the effect that due lo the lime that has lapsed since the Picacho

8 utilities first began operations. it is not possible to know what the rate base impact would have been

0) fOr either olthc Picacho utilities if some unknown amount of AlA( or ClA( had been used because

/

/I I

l() of the Minta 'e of the lent, de reciation of PIS mer time. relundin 1 of AIAC over time. andg p p g

amortization of(IAC 0\ or lin1e."" There is also testimony that there is not a standard level of AlA(

/12 or ClA( fur din I of lam fOr new develo men.305 There is also testimony that all of the lent that isI: p p . P

/I 3 included in rate base for each of the Picacho utilities in this mailer is used and useful to sene current

z14 customers. not fOr grmvtl1."" lurlher. there is testimony that the relationship between the Robson

15 entities as developer and the Robson entities as owners of the Picacho utilities did not cause Staff

16 concerns for how the l'icacho utilities were operated because it is "relatively common for developers

l17 to create and operate the water systems in conjunction with thedevelopments...3(7

18 lntervcnors have not established either that current ratepayers have been or are now being

19 required to subsidize growth or that the rate base tor either of the l'icacho utilities would be lower now

20 il AlA( or ClA( had been used at some level to fund plant. In tact. because the Picacho utilities have

21 never before had rate cases. and the plant allowed in rate base is all used to serve current customers.

22 this is the first time that the current Picacho customers have been asked to pay for any of the plant

23 added to serve them over the years since the Picacho utilities obtained their C(&Ns. Unliirtunately.

24 that means that the increases now requested are significant.

25

26

27

28

Job Intervenor Br. at 13. Interveners cite Mr. Atens testimony that utilities typically use CIA( or AlA( to fund expansion
in new developments. (Intervenor Br. at 13 (citing Tr. at 492).) Interveners cite no evidence for the assertion that the rates
sought by Picacho are higher than they otherwise would have been had AlA(` and (`lA(` been used.
he See Tr. at 357358. 500-501 , 514-5 I 6.
305 Tr. at 495.
3lX Tr. at 357.
am Tr. at 497; see also Tr. at 5 16.

81674DECISION NO.74



DOCKETN(). W-0)528A-25-0056. ET AL.

fI
f

F

The evidence establishes that Staff has alread} imputed a small amount of CIAC to Picacho

2 Sewer. for unsupported plant. and has reduced rate base by allocating approximately $1 million for

3 each of the Pica cho utilities to pl1FFu.*'"' This is appropriate and based on the extent to vshich Staff

4 determined that certain PIS was attributable to gro"1h rather than needed tor service to current

5 customers. Picacho has accepted these reductions to rate base.

6 We are not willing to make speculative reductions to the Picacho utilities rate bases for

7 unknown amounts of AlA( and/or ClA( that could have been used to lund PIS over the years and

8 conclude that there is insufficient evidence to establish that it would be just and reasonable to impute

l l

21

22 I).

23 l .

9 any additional level of AlA( or C`lA( to the l'icacho utilities. Ilowever. we agree with Mr. Bourassa

10 and Mr. Aten that Picaeho should. going lOrnard. ensure that developers pay fOr some portion of plant

that is added to serve growth. Mr. Bourassa opined that it would be appropriate fOr Pieacho. on a

12 going-forward basis. to use a balanced mixture of equity. debt, and AIAC and ClA( to fund capital

13 investn1cnts."'° Mr. Bourassa also agreed that it could be appropriate for Picacho to require the Robson

14 entities to lund or build all of the on-site facilities fOr new development and to contribute a fixed

15 percentage of the cost of off-site facilities.3"' Mr. Aten likewise stated that typically a developer will

16 pay fOr all of the on-site facilities through the MXA and that a developer may also pay fOr a portion of

17 off-site facilities through a llUF. but that it is important for the on her of a utility to invest in off-site

18 facilities itself as v\eI1.3II Mr. Aten also acknowledged that Picacho has arranged for the Robson

19 entities to pay a portion ofofllsite costs going forward. 112 We are encouraged that Picacho has already

20 begun moving toward a more appropriate method of funding plant to serve growth and encourage it to

attain a balanced mixture as referred to by Mr. Bourassa.

Cost of Equity & WACC

Picacho & Staff

24 Picacho and Staff have agreed upon a COE of 9.65% and a cost of debt of 6.29% for each of

25

26

27

28

we Mr..*\ten testified that he hoped this resulted in an impact similar to what would have occurred if the Robson entities
has used MXAs rather than equity to fund extensions. (Tr. at 494.)
""' 7r. at 353.
JIO Tr. at 353-354.
Jn Tr. at 49>>.
.112Tr. at 499-500.
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I the Picacho utiIities.3l3 Picacho notes that it originally proposed a COE of l 0.8% and II cost of debt of

2 6.49% for each of the Picacho utilities but subsequently accepted Stalfls recommended COE and cost

3 of debt as a concession that resulted in mitigation of the rate increases requested.3I' Mr. Bourassa

4 clarified that he adopted Mr. ParcelIs recommendations (i.e., the outcome olMr. Parcells analyses).

Mr. Parcellls5 at Picachos direction. although he did not adopt the analyses themsclves.3'5

6 recommended 9.65% cost olcquity is based on his updated analyses using infomtation as of the end of

7 October 2025 and is a reduction of 10 basis points from his originally recommended 9.75%.316 Mr.

8 Parcell testified that interest rates and the cost ofequitv sere trending dowry and as of the hearing.317

9 Mr. l'arcelTs updated analyses. which were performed using the same proxy group and the

I() same methods used on direct. produced the fOllowing results:sus

I I Selected Ran e of Results Mid pintIIIIM~EIIIII
12

I 3

DCF
CAPM
CE

9.0% to l 0.0%
9.7% to 9.80%
9.0%to l().0%
9.5% to l0.9%

14

9.5%
9.75%
9.5%
I 0.2%
9.74%
9.63%15

Avcra eof Mid pints
Median of Mid pints
Rcconlmcndation 9.65%

lnlllllllll_
lll.l..llll_

16

17 2. Interveners

18 The Interveners argue that the Commission regularly establishes rates using a return on equity

19 (R()1:") lower than that proposed by the utility.3!° The lntcrvenors acknowledge that Picacho has

20 accepted Stallls recommendation. which is lower than that in the water rate application and sewer rate

21 application. but state that [tJhis is hardly a concession ... and simply represents the average and

22 median ROI; br water utilities throughout the United States during 2022. 2023. and 2024."2" The

23

24

25

26

in Picacho Br. at 8: StaflBr. al 13.
to Picacho Br. at 6. 10.
JIN Tr. at 338, 347.
"6 StalfBr. at 13 (citing S-5 at 7).
317 Tr. al 296-297.
us Ex. S-5 at 000252-000253: Ex. S-I I.
1!° Intervenor Br. at 16.

27 xian Intervenor Br. al 16-17 (citing Ex. S-5 at 2.) We note that Mr. Pareell reported the following average and median
authorized ROEs tor water utilities throughout the United States br these years. in the context of explaining why Mr.
Bourassas proposed ROE was too high by at least 60 basis points:

28
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I Interveners ar 'be that because of the " ro used rate shock" in this matter. select if ' a lower R()F We ill2, g

2 help make the C`ommissions decision more fair to ratepayers as required by law.321 The Interveners

3 point out Mr. Parcells testimony agreeing that his "ROE recommendation is not the only possible just

4 and reasonable conclusion on ROE that can be drawn" in this matter.322 The further pint to Mr.y p

5 J. l r . » . h ' " i h ldb- 11 d d 421»323l JFCC stestimon) agrcemgt at any hgureuitun is rangc cou LCOHSI ere .lust an rcasona c.

6 Because Mr. Parcclls range of results was 9.0% to l 0.9%. the lntcrvenors argue. the evidence supports

7 the Commissions selection of anR()F o19.0%.324 The lntervcnors argue that because Mr. Purcell also

8 agreed that an R()l: outside of his range could be appropriate. "the Commission is free to adjust the

q 4R()F downward which can still rcsuh in a just and reasonable rate.~32 The Interveners support an

I() RUF of no more than 9.0% and urge the Commission to adopt that or a lower ROE iIthc Commission

I I Idocs not sci the revenue requirement based on operating margin.3"

12 3. Resolution

13 The 9.65% COE agreed upon by Picacho and Staff aligns both with Mr. Parcells analyses and

z14 Mr. Bourassas l)(I results on direct. which he did not change. 27 The Interveners did not provide

15 their own C`0l3 analysis to establish that the agreed upon 9.65% C0E is excessive and not a valid

16 representation of the COE for the Picacho utilities. Because the 9.65% C()E is supported by the

17 evidence oflercd in this matter to estimate a C0 l for the Picacho utilities. we conclude that it should

18 be ado red and will result in ust and reasonable rates that will allow the Picacho utilities to continuep .I

19 providing adequate service and to attract capital. Further. we find that the 6.29% cost oldebt agreed

20 upon by Picacho and Staffis supported be the evidence and should be adopted.

21

22

23

Median
9.65° o
9.57%
9.60° 6

Accra 'C
9,6 I °/o

9.64%
9.56%

Year
2022
2023
2024

24

25

26

27

28

(See Ex. S-5 al 2.)
"| lntenenor Br. at 17.
1:2 Intervenor Br. at 17 (quoting Tr. at 282).
123 Intervenor Br. at 17 (quoting Tr. at 282).
so Intervenor Br. at 17 (citing Ex. S-4 at 37).
325 intervenor Br. at 17 (citing Tr. at 282-783). To clarify. Mr. Parcell stated that the Commission could reinterpret his data
and go outside of his range and that he "could totally disagree with it" but that it would be based on his numbers and that
the Commission also could go outside the range tor non-economic reasons. (Tr. at °83.)
3% Intervenor Br.at 17.
327 .Yee Ex. A-70 at 056.
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I Based on these determinations as well as our determination of the appropriate capital structure

2 to use for the Picacho utilities. we calculate the following WA(l(` for the Picacho utilities and conclude

3 that this WA(C should be used as the rate of return applied to the O(RB/FVRB to determine the

4 revenue requirement for each:

5 Cost Wei hied CostIIIIIIIIIEMMUIIIII
6 6.29%

9.65%
7

40.00%
60.00%
I 00.00%

E ui ty
Total

2.52%
5.79%
8.3 I%_

8 As a result of these detemlinalions. and based on the substantial and uncontested evidence

r0> admitted in this matter. we further conclude that the following TY results. ()CRBs/IVRBs. rates of

I() return. and revenue increases for Picacho Water and Picacho Sewer will result in just and reasonable

I I rates br each:

12 Picacho Water

I 3

14

I 5

16

17

/

Commission
Final

$9.44".724
$1 . I 79 I 87
$170.364

-I .80%
$784.3 I3

8.3 I%
$954.676

1.35 I2
$1 .289.996

l 09.40%

OCRB/FVRB
Adusled TY Revenues
Adusted () eratinu Income/Loss
Current Rate of Rcturn
Re uircd () eratin 1 Income
Re uircd Rate of Return
() crain 1 Income Deticienc
GR(I
Re uired Increase in Gross Revenue
% Increase in Gross Rex enues18

19
Pica cho Sewer

20

21
0

22
0

23
0

24

25

Commission
Final
$7.065.76 I

$954.653
$470.l 89

-6. l 3%
$637.025

8.3 l%
$1 . I 07.2 l4

1.35 I0
$l .495.866

156.69%

UCRB/FVRB
Adusted TY Revenues
Adusted O eratin Income/Loss
Current Rate of Return
Rc uired () eratinu Income
Re uircd Rate ofRetum
O eratin 1 Income Deticienc
GRCF
Re tired Increase in Gross Revenue
% Increase in Gross Re\ enues

26

I27 While the Interwenors have advocated for the Commission to deny outright an) rate increase to punish

28 Picacho for the leadership choices that were made under prior ownership. the Commission views this

81674
78 DECISION no.



DOCKET N(). \\-035"8A-25-0056. ET AL.

I as an abdication of its obligations in the face of substantial evidence that both of the Picacho utilities

2 are undereaming.

3 Rate Phase-lnE.

4 Ficacho & StaffI.

5 Picacho asserts that Mr. Salmons request fOr a phase-in of and rate increase raises both

6 practical concerns and "significant legal questions."32" Because Picacho Sewer is currently workmen 1 to8

7 construct a new WRP at a cost of approximately $l5 million. Picacho states. it expects to tile another

8 rate application in early 2027. lethe Commission were to grant a phase-in of rates over a period of

9 more than two years. Picacho states. potential new rate increases could be pancaked" on top of the

I10 phased-in rates from this matter. which by that point would likely include recovery of lost revenues

I I Iand carrying costs.32` Picaeho observes that "lilt is dilticult to see this result as beneficial mis 'ationE

I2 of rate shock."330

13 Pi " ho th'n ar'ues that bcaus~ r t re u t and re onabl ilth I t >d th m i  i t  alLOL L 8 L L  aesa .I S as L cy t r t  l l( . c L d  ( U I  (

14 annual income needed br the utility to meet operating expenses and provide shareholders a return on

15 rate base. it is not clear that the (ommission has the authority to set rates that require a utility to wail

16 for the opportunity to earn returns.z3' No casclaw provides such support. according to Picacho.

17 although Picacho acknowledges that "it has long been the view at the Commission that rates can heo

18 phased in as long as the utility is eventually made who1e.332 Picacho argues that the Lonlmissionls

19 view may not comport with Arizona law because a utilitys right to recover its operating expenses and

20 a return on its FVRB is a "current revenue requirement." and during the phase-in period "hen less is

21 being recovered. the utility is being "required to provide service at rates that are less than just and

22

23

24

25

26

27

28

vs Picacho Br. at 19.
329 Picacho Br. at 19-20 (citing LFE A-35).
no Picztcho Br. al 20.
111 Picacho Br. at 20 (citing Scales, I 18 Ariz al 533-534: lie l lesl. 201 Ariz. at 245).
132 Picacho Br. al 20 (citing Ex. A-29). In Exhibit .\-29. the Joint Issues Matrix filed on November 17. 2025. Picaclto states:

.Applicants also do not dispute that the Commission can approve a rate phase in if it
provides for recovery of lost revenue and a carrying cost equal to the utilitys cost of
capital. The Applicants. howewcr. do not believe a phase [in] as proposed by Mr. Salmon
is prudent. reasonable or feasible on the record in these rate cases.

(Ex. A-29 at 003.) This statement by Picacho in the Joint Issues Matrix calls into question why Picachos brief presents a
different argument.
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I reasonable."333

2 Furthermore. Picacho adds. even if phase-ins are lawful if the utility is made whole. Picacho

3 disagrees with Staffs view that the interest rate fOr customer deposits (6%) can be used fOr the carrying

4 cost.334 Picacho argues that because a utilitys revenue requirement is established. its cost of capital is

5 also established. and that it is the cost of capital of which the utility is deprived during the time its rates

6 are lower due to a base-in.335 lethe utilit ' is not cmiittcd to recover its cost otca ital as the carrvin 1p > p p . 8

S7 cost for the fOrgone revenue. Picacho argues. it is never made whole.3 6

8 In its brief. Staff does not specifically address a phase-in. but docs state that Mr. Salmon has

0) rovidcd no evidence to su oN his ro osals to lower rates that the Commission has a out to setp PP p  p y

10 rates that arc reasonable and sufficient to permit a utility to provide service and earn a return oland on

l l its investment. and that the Commissions decision must be based on Tacts and evidence.337

12 2. Interveners

13 The Interveners argue that the Commission commonly requires rate increases to he phased-in

14 to allow customers to acclimate to higher rates. typically when the rate increase is large. there are few

15 ratepayers. or the ratepayers "arc particularly sensitive to rate increases.""" The Interveners assent that

16 all three olthese conditions exist in this matter."° The Interveners again cite to the AIC rate case. in

17 which the Commission approved a I0-year phase-in and prohibited recovery of lost reveI111es.3"0 The

18 Interveners "strongly believe that a phase in that does not permit the recovery of lost revenue is

19 appropriate and warranted.""' The Interveners assen that because of Picachos "history of making

20 deliberate and self-serving decisions that have culminated in this massive rate increase request." the

21 i c c o t " s i c basso s - c o l s o Oss U I( ) ss ianI '  a  h ttllitte rate n rea e h old be ha ed Il over"th'l n e 1 erl d ible b t 1 t je tl

22 live years." and Picacho should be prohibited from recovering the revenues lost during the phase-in

23

i t
24

25

26

27

28

Picacho Br. at 20 (citing Scales. I 18 Ariz. at 534).
334 Picacho Br. at 20 (citing LFE SI3).
335 Picacho Br. at 20.
336 Pieacho Br. al 20.
1:47 Staff Br. at 17 (citing Simms, 80 Ariz. at I 54).
is Intervenor Br. at 20.
"" Intervenor Br. at 20. Interveners do not cite any evidence to establish that Picachos ratepayers "arc particularly sensitive
to rate increases." (See id) Additionally. the C`ommission notes that the meaning of this is somewhat unclear.
""' Intervenor Br. at 20 (citing Decision No. 77787 at 23).
"I Intervenor Br. at 20.
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I pcriod.2

2 Resolution3.

3 Although neither Picacho nor Staff supports a phase-in of the revenue increase and rate

4 increases in this matter. the ALJ required each to file. as a late-filed exhibit. schedules showing a two-

/

5 year. three-year. and live-vear phase-in fOr Picacho Sewer. assuming the revenue requirement upon

6 which they agreed and full recovery of lost revenue and associated carrying costs. Because the typical

7 residential customers monthly hill impact lrom Pieacho andStallls joint rate design fOr Picacho Water

8 is significantly lower than that fOr Picacho Sewer. the ALJ did not require phase-in schedules to be

O pro\ ideal for Picacho Water.

I0

I I

I'icachos phase-in schedules. which use an 8.64% VVACC to calculate the carrying costs

monthly on a compounded basis throughout all phases. are attached hereto as lxhibit I and would

12 result in approximately the following bill impacts fOr a typical residential customer:343

I3 Phase- Total BillSurcharge2-Year
In

% of Revenue
Increase Recovery

14

I 5
Months 1-8
Months 9-16
Months I 7-*4

60%
l 00%

l 00% + Surchar *e

$82.20
$l()9.00
$139.58

% Increase
from

Current Bill
95.7 I %
l 59.52%
23".33%

$ Increase
from (urrcnt
Bill C>l$42.U0

$40.20
$67.00
$97.58$30.5816

Phase- Total Bill17 Surcharge3-Year
In

% of Revenue
Increase Recovery

18

19
Months I-V'
Months 13-24
Months 25-36

% Increase
from

Current Bill
95.71%
l59.2l%
236.62%

60%
I 00%

I00% + Surchar ve

$82.20
$109.00
s IN I .38$32.38

s Increase
from Currenl
Bill of$42.00

$40."0
$67.00
$99.38

20

Total Bill5-Year Phase- Surcharge
21

In
% of Revenue

Increase Recovery

22

23

24

_

1_

___
Months 1-12
Months 13-24
Months 25-36
Months 37-48
Months 49-60

60%
75%
85%
100%

l00% + Surchar e

% Increase
from

Current Bill
95.71%
I l 9.64%
l 35.60%
159.2 l %
33".55%

$82.20
$92.25
$98.95

$ I09.00
s l8 l .67

$ Increase
from Current

Bill ol$42.00
$40.20
$50.25
$56.95
$67.00
$139.67$72.67

25

I26 Stalfls phase-in schedules. which use 6%344 to calculate carrying costs annually \\ ithout

27

28

pa: Intervenor Br. at 20.
.urlSee LFE A-35.
'*' The 6% is equivalent to the interest amount paid on customer deposits.
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I compounding, and calculate no carrying costs while forgone amounts are collected. are attached hereto

2 as Exhibit 2 and would result in approximately the fOllowing bill impacts for a typical residential

\ .345
_a customer.

4 Phase- Total BillSurcharge% of Revenue
Increase Recovery

5

6

% Increase
from

Current Bill
95.7 I %
2"8.33%

60%
l 00% + Surchar e

$82.20
$l37.90

2-Year
I n
2 Phases

Months 1-12
Months 13-24

s Increase
from Current
Bill ol$4".00

$40.20
$95.90$28.90

7
Total BillSurcharge

8

% of Revenue
Increase Recovcrv

9

l ()

% Increase
from

Current Bill
95.7 l°/o
l 59.2l%
229.69%

60%
l00%

100% + Surchar Fe

2-Year Phase-
In
3 Phases

Months 1-8
Months 9-16
Months 17-24

$8"."0
$100.00
$138.47$29,47

$ Increase
from Current

Bill of $4".00
$40.20
$67.00
$96.47

I I Total BillSurcharge% of Revenue
Increase Recovery

12

13

% Increase
from

Current Bill
95.7 l%
159.2 I %
232.45%

6()%
I00%

l 00%+ Surchar 'e

Months 1-12
Months 13-24
Months 25-36

$8*.20
S I 09.00
s I 39,63$30.63

s Increase
trom Current
Bill of $4100

$40.q0
$67.00
$97.6314

15
Total BillPhase- Surcharge

16
5-Year
In

% of Revenue
Increase Recovery

17

18

: __

In

% Increase
from

Current Bill
95 .7 I %
I l9.64%
I 35.60%
159.2 l %
3 I 7. I 2%

60%
75%
85%
I 00%

l 00% + Surchar 'e

Monllts 1-12
Months 13-24
Months 25-36
Months 37-48
Months 49-60

$82.20
$92.25
$98.95
$ 109.00
$175. I9

$ Increase
from Currcnt
Bill 0r$4°.00

$40.20
$50.25
$56.95
$67.00
$133.19$66.l9

20

21 As the above tables make clear. Commission adoption of a phase-in scheme. regardless nohow

22 long of a phase-in. would result in Picacho Sewers customers paying much more during the final

23 phase. \\ hen lost revenues are recovered. with the highest rates occurring with the longest phase-in

24 schcmes.3"' While the Interveners may believe that this would he in their best interests. the

25

26

27

28

345 See LFE S-l3. We calculated a slightly different initial rate than Stallhad included in its bill impact schedules. which
did not show how Staffs initial S8l .75 had been calculated. Thus, we include the rate we calculated based on the increase
amount from Picacho and Staffs revenue requirement (Sl09 - $4* $67) x 60% : $40.70. $47 + $40."0 = $82.20.
"'*' We concede that the rates would be slightly lower. as the revenue requirement established for Picacho Sewer herein is
slightly lower than that agreed upon by Picacho and Staff. but find that the slight reduction would not change the
Comlnissions determination on this issue and need not be reflected here.
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I

\3

/

Commission does 1101 agree. The Interveners propose that the (ommission deny Picacho the

2 opportunity to recover the lost revenues from all earlier phase-in periods. regardless of the length of

the phase-in. but the Commission agrees "ith Picacho that this would be ulan lul once a revenue

4 requirement has been established in this matter if Picaeho has not agreed to forgo the revenues. In the

5 AIC rate case. AIC agreed to largo lost revenues. which ii had the prerogative to do. and Picacho has

6 made it clear that it is unwilling to do so. The Commission will not engage in the gameplaying that the

7 Interveners advocate so as to fOrce Picachos hand. Because the Commission concludes that none of

I l

8 the phase-in schemes outlined by Picaeho or Stall would result in just and reasonable rates for either

9 Picacho or its customers, it is unnecessary fOr the Commission to determine either an appropriate

10 carrying cost or an appropriate method of calculating interest for such a phase-in scheme. and the

Commission declines to do so.

12 lx. Rates. Tariffs. Depreciation Rates. Deferred Depreciation. Rate Case Expenses. &

I 3 Fina nein is

14 A .

I 5

l'ieaeho Water Rates & Charges

lhc determinations made in the preceding sections herein result in the following rates and

16 charges fOr Picacho Water. which we lind to be just and reasonable and in the public interest:

17 ieae o a rI' h vs to C0 nm\issinn
Final18

19 M()NT HLY MlNlMlJM CHARGE:
.....................2()

$
21

22

23

24

25

26

27

28

5/8 x 3/4" Meter
3/4" Meter
l" Meter
l l/2" Mcter
2" Meter
3" Mctcr
4" Meter
6" Meter
8" Meter
l 0" Meter
12" Meter
8" Lakc/lrri ation
IZ" Lake/Golt Course privation
Construction - Hydrant

24.75
37.12
61 .86

123.73
197.96
395.52
618.63

1.237.25
1.979.60
2.845.78
5.321 .25
1.979.60
5.32 I ."5

395.52
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COMMODITY RATES:
Per 1.000 »allons

$ 2.09
3.74
7.36

5/8" x 3/4" Meter and 3/4" Meter -
Residential

0 to 4.000 gallons
4.001 to 10.000 'allons
()ver 10.000 'allons

t _

11111-1.11.11111111

3.74
7.36

5/8" x 3/4" Meter and 3/4" Meter -
Commercial. Irri 'ation

0 to 10.000 gallons
Over 10.000 'allonS_ _ 1

3.74
7.36

I" Meter - Residential. Commercial.
Irri 'ation

0 to 25.000 'allons
()ver 25,000 'allons

3.74
7.36

l I/2" Meter- Residential.
Commercial. lrri 'ation

0 to 50.000 'allons
Over 50.000 gallons

3.74
7.36

2" Meter - Residential, Commercial.
Irri 'ation

0 to 80.000 'allons
()vcr 80.000 'allons

_ _

_

_ _

1
_

!
_
_

3.74
7.36

3" Mctcr - Residential. Commercial.
lrri 'ation

0 to 160.000 allows
Over 160.000 'allons

3.74
7.36

4" Meter - Residential. Commercial.
lrri 'ation

0 to 250.000 allons
Over 250.000 gallons

_ _ _
_ _ _

3.74
7.36

6" Meter - Residential. Commercial.
lrri 'ation

0 lo 500.000 'allons
()ver 500.000 allons_ _ _8" Meter - Residential. Commercial.

lrri 'ation

I

2

3

4

5

6

7

8

0)

I()

I I

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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I 3.74
7.36

0 to 800.000 'allons
Over 800.000 "allons

!
3.74
7.36

IO" Meter - Residential. Commercial.
lrri 'ation

0 to 1.150.000 'allons
Over l.150.000 allons_ _ _

3.74
7.36

1"" Meter - Residential. Commercial.
Irri 'ation

0 to 2.150.000 'allons
Over 2.150.000 'allons

8" Meter - Lake/Irrigation -
Non-Potable Water!"

All gallons 3.74

2

3

4

5

6

7

8

q

I ()

lllllll-IIIIIIUIIIII

_ - _

I I

3.74

1"" Meter - Lake/Golf(lourse
lrri 'anion - Non-Potable Walcr1l'

All 'allons

7.36
Construction - II dranl

All ~allons

!!Non-potable water is to be used unless the source well
is off-line tor re airs and/or maintenance.

-_
R1l1lnDAlsu MFlER ANI) SERVICE LINE
c1IAR<1Fs:
Refundable ursuant to A.A.(. RI4-2-405

Commission Final
Service Meter Total

Line Char 'e Char ve
s 1.500 s 175 s 1.675

1.800 100 2.000
2.100 300 ".400
2.320 500 2.820
3.240 1.650 4.890
5.210 3900 8.410
6.230 4.500 10.730

At Cost At Cost Al Cost

5/8" x 3/4" Meter
3/4" Meter
I" Meter

I I/2" Meter
2" Meter
3" Meter
4" Meter
6" Meter and Lar 'er

12

13

14

15

16

17

18

19

20

2 I

22

23

24

25

26

27

28
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I
Commission

Final_ l
$740.00

(non-interest bearing and fully
refundable upon return of meter in
good condition and payment of final
bill)
Hvdrant Meter Deposit - 3" Metcr

Commission
Final

$35.00
NT

$30.00
$30.00

6.0%

y

Late Payment Penalty

$30.00
l.5%

$30.00
Greater of

$3.00 or I.5%
of unpaid

balance
$40.00Alter-Hours Scrvicc Charge (at

Customer Re rest

lllllllllllllllllllI
lllll.llllllllll.ll...
.lllllll.llll.
lllllllllllllll
llllllllnlmllll
.lllll........l
l!llllllllllllllllIII
lmlllllllllllll
Illlllllllllllllllllli
Illlllllllllllll
..............

11111111111111111111
Monthly Service Charge fOr Fire
S rinkler:

2

3

4

5

6

7

8

9

I()

II
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

81674
86 DECISION NO.



D()(KET NO. W-()35"8A-25-0056. ET AL.

*
I

2
*=|=

***11

4

Per A.A.(. R l 4-"-403(B) Residential - two times the average bill by class. Non-
residential - two and one-halltimes the customers estimated maximum monthly
bill.
Months off system times the monthly minimum per A.A.C. RI4-2-403(D)
l% of monthly minimum for a comparable sized meter connection. but not less
than $5.00 per month. The Service Charge for Fire Sprinklers is only applicable
tor service lines separate and distinct from the primary \\ aler service line.

5

/ .
NOTE: Picacho Water may only charge one NSF fee \\ hen customers are billed fOr water

and w astewater service on one bill.6

7

8

In addition to the collection of regular rates. the utility will collect from its customers a
proportionate share of am privilege. sales. or use tax. per Commission Rule Rl4-2-
-i()9(l))(5).

9

I 0

I l

For a residential customer served by a 5/8" x 3/4" meter with average or median monthly

consumption. the rates approved herein would result in the fOllowing bill impact:

12

13
Current Bill

$30.01

% Increase

22.83%

New Bill

$36.86

$ Increase

$6.85

14
25.76%$25.50 $32.07 $6.57

llsa'e
Average

(5.003 'allons
Median

3.500 vzlllons
I5

16 For an irrigation customer served by a 5/8" x 3/4" meter "ith average or median monthly

17 consumption. the rates approved herein would result in the lbllow ing hill impact:

18

19
% Increase

I 04.26%

Current Bill

$l 17.46

New Bill

$239.92

s Increase

$l22.46

20
94.28%$183.59$94.50 $89.09

Use e
Average

(34.l53 gallons)
Mcdiun

(26,500 'Illl0l1Sl
21

22

23

24

25

26

27

28
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The determinations made in the preceding sections herein result in the following rates and

Picacho Sewer Commission
Final

MONTHLY SERVICE CHARGE: __ -
106.73$5/8" x 3/4" Meter - Residential. Commercial

3/4" Meter - Residential. Commercial
l" Meter ... Residential. Commercial
I l /2" Meter - Residential, Commercial
2" Meter - Residential. Commercial
3" Meter - Residential. Commercial
4" Meter - Residential. Commercial
6" Meter - Residential. Commercial
8" Meter - Residential. Commercial
l()" Meter - Residential. Commercial
l 2" Meter - Residential. Commercial

266,83
533.65
853.84

1,707.68
2,668.°5
5,336.50
8,538.40

12.273.95
22,946.95

0.87

COMMODITY RATE:
(Per 1.000 'allons)
Eftlucnt

All Usa 'e

slRvl (E (HARGl ; :

$35.00

#
_
__ -
I

$30.00
Cost**

6%****

$30.00
l.5%
l.5%

$40.00

At Cost

Establishment
Reestablishment (Within I" months
Reconnection (I)elin rent
Disconncetion/Rcconncction (Delinquent
Account
De sit
Dc sit Interest (Per Annum

NSF Check
Late Pavmcnt Penalty (PerMonth)
Deferred Payment (PerMonth)
After-Hours Service Charge (at Customer
Re rest)
Road (uttin or Borin 1

I B. Ficacho Sewer Rates & Charges

2

3 charges for Picacho Sewer. which we Iind to be just and reasonable and in the public interest:

4

5

6

7

8

9

I()

I I

12

13

14

15

16

17

18

19

20

2 I

22

23

24

25

26

27

28
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I #

2 **

3

4 *aw

****

Per Commission Rule A.A.C. RI4-2-603(D) - Months off the system limes the
monthly service charge.
Cost: The actual cost of disconnection and reconnection. including costs fOr
excavation and trenching. pipeline modification. backfill and grading. road repairs.
and permitting
Per Commission Rule A.A.(`. RI4-2-603(B)(7)
PerCommission Rule A.A.C. RI4-2-603(B)(3)

5

6 N()I1': Picacho Sevier may only charge one NSF lee n hen customers arc billed tor water and
wastcvnatcr serviceon one hill.

7

8
In addition to the collection of re 'ulan rates. the utility will collect from its customers a. is
ro omonate share of any rmlc ve. sales. or use lax. er Commission Rule RI4-2-6()8(D)(5).p  p .  p .4 p

9

I() For a residential customer served by a 5/8" x 3/4" meter. the rates approved herein would result in the

I I following bill impact:

12 Current Bill
$42.00

% Increase
I 54. I 2%

Pro used Bill
$106.73

s Increase
$64.7313

14 (. Tariff Requirements

I 5

17

The proposed Cross-Connection or Backllow TaritT and proposed Cur1ailment Plan Tarill for

16 Picacho Water are consistent with the Commissions current standards and should be approved.

Mr. Atcns recommendation fOr Picacho Sewer to be required. within 60 days ola decision in

18 this matter. to tile a sewer MXA larilT and Plan of Administration is reasonable and appropriate and

19 should be approved.

n.20 Depreciation Rates

21

347

Picaehos proposal to adopt StaItls typical depreciation rates for Picaeho Water and Picaeho

22 Sewer. as those rates are set forth in Appendix E. Table El and Table E2. respectively. oIIStatf Exhibit

23 S-6 (Mr. Atens direct engineering testimony) is reasonable and appropriate and should be approved.

24 F.. Defcrral of Depreciation

25 Pieachos request to be granted explicit authority to defer the depreciation on the PHFFU

26 established herein tor Picacho Water and Picaeho Sewer. with no carrying costs and with an

27

28 "7 See Ex. S-6 at 000333-000334.
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4 F.

I understanding that Picacho may ask to have the respective portions oldelerred depreciation included

2 in rate base for each of the Picacho utilities in a subsequent rate case or rate cases. though there is 110

3 guarantee of recovery. is reasonable and appropriate and should be approved.

Rate C`ase Expenses

5 The proposal for Picacho Water and Picacho Sewer to be permitted to collect from their

6 respective customers the total amount of $26,500 each. or such lower amount as is actually incurred.

7 fOr rate case expense. through a monthly surcharge assessed equally upon each customer. over a three-

8 year period or until such time as the full amount is recovered. whichever comes first. and subject to

I0

9 true-up. is reasonable and appropriate and should be approved.

t.. Financings

/I I l'icachos tater financing application. modified to allow Picacho Water to incur long-term debt

12 in an amount constituting up to 40% of Picacho Watcrs capitalization. with the interest rate tor the

13 financing limited to the 20-year U.S. Treasury bond rate plus 150 basis points and to be capped at 7%

14 total. and each loan to have a maturity date of 20 years after closing. should be approved. Ilsing the

15 revenue requirement established herein and $4 million debt authorization requested. the impact of the

16 proposed debt tor l'icacho Water would be a DSC oI4. I 8 and a TllR oI3.05.

17 Picacho's sewer Iinancing application. modified to allow Picacho Sewer to incur long-term debt

18 in an amount constituting up to 40% of Picacho Scwcrs capitalization. with the interest rate fOr the

19 financing limited to the 20-year U.S. Treasury bond rate plus 150 basis points and to be capped at 7%

2() total, and each loan to have a maturity date of 20 years after closing. should be approved. Using the

21 revenue requirement established herein and $8 million debt authorization requested. the impact of the

22 proposed debt for Picacho Sewer would be a DSC of l.l I and a TIER of 1.58.

23 FINDINGS ()F FACT

24 I. The initiation about the parties to this matter set Ibrth in Section I of the Discussion

26 2.

28 3.

25 portion of this Decision is accurate. and we adopt it in its entirety as though set Ibrth fully here.

The procedural history for this matter set forth in Section II of the Discussion portion

27 of this Decision is accurate, and we adopt it in its entirety as though set IOrth fully here.

The background information. system information. and compliance information set forth

8167490 DECISION NO.
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I in Section III of the Discussion portion of this Decision is accurate. and we adopt it in its entirety as

5J 4.

6 5.

q 6.

I I

12 7.

14 8.

2 though set forth fully here.

The descriptions of the applications and of information provided to support the

4 applications set forth in Section IV of the Discussion portion of this Decision are accurate, and we

5 adopt them in their entirely as though set forth fully here.

The descriptions of Staffs initial positions in this matter and of infomtation provided

7 to support Statlls initial positions set forth in Section V of the Discussion portion of this Decision are

8 accurate. and we adopt them in their entirety as though set fbnh fully here.

The description of Pieaeho and Staffs final unified positions and of information

I() provided to support their Iinal unified positions set forth in Section VI of the Discussion portion of this

I)ecision is accurate. and we adopt it in its entirety as though set forth fulls here.

The description of the Intervenors` positions set lbrth in Section VII of the Discussion

13 portion of this Decision is accurate, and we adopt it in its entirety as though set forth fully here.

The background information. descriptions of parties positions. and descriptions of

15 evidence in Section VIII of the Discussion portion of this Decision are accurate. and we incorporate

16 them as though set forth fully here.

17 9. The resolutions reached in Section VIII of the Discussion portion of this l)ecision were

18 reached after consideration of the evidence presented in this matter and the infOrmation officially

r

21

22 10.

28 I I.

19 noticed under A.A.C. RI4-3-l 09(I). as well as existing law (the Arizona Constitution, statutes. rules.

20 and casclaw. as applicable). and are just and reasonable and in the public interest. We incorporate the

resolutions as though set forth Tully here.

The rates. charges. tennis and conditions of service. requirements. and approvals set out

23 in Section IX of the Discussion portion of this Decision were reached alter consideration of the

24 evidence presented in this matter and the information officially noticed under A.A.C. RI4-3-l09(T).

25 as well as existing law (the Arizona Constitution, statutes. rules. and case law. as applicable). and are

26 just and reasonable and in the public interest. We incorporate the rates. charges. terms and conditions

27 of service. requirements. and approvals as though set forth fully here.

The rates. charges. and terms and conditions of service resulting from the Commissionls
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I resolution of the issues herein do not result in "discrimination in charges. service. or facilities .

2 between persons or places for rendering a like and contemporaneous service" under Article 15. § 12 of

3 the Arizona Constitution.

4 I1. The rates. charges. and terms and conditions of service resulting from the Commissions

5 resolution of the issues herein do not "make or grant an preference or advantage to any person or

6 subject any person to any prejudice or disadvantage" and do not "establish or maintain any

7 unreasonable difference as to rates. charges, service. facilities or in any other respect. either between

8 localities or between classesof service" under A.R.S. § 40-334.

0) C0N(Ll!SI()NS oF LAW

I() l . Picacho Water and Picacho Sewer are Arizona public service corporations within the

I I meaning oIArticle XV. § 2. of the Arizona Constitution and A.R.S. Title 40.

12 2. The Commission hasjurisdictionoverPicacho Water. Picacho Sewer. the subject matter

13 oI their rate and financing applications. and the issues raised and resolved herein.

14 3. Notice oI the applications and hearing was provided in accordance with the law.

I 5 4. The O(RB/FVRB for Picacho Water is $9.442.724.

16 5. The ()CRl%/FVRB fOr Picacho Sewer is $7.665.76 l.

17 6. A rate of rctum of 8.3 l% for Picacho Water results in just and reasonable rates and a

18 revenue requirement that is sutlicient to maintain Picacho Waters Iinancial integrity. will enable

19 Picacho Water to attract capital under reasonable terms. and is commensurate with returns that

20 investors could cam by investing in otherenterprises of comparable risk.

21 7. A rate of return of 8.3 l% for Picacho Sew or results in just and reasonable rates and it

22 revenue requirement that is sufficient to maintain Picacho Sewers financial integrity. will enable

23 Picacho Sewer to attract capital under reasonable terms. and is commensurate with returns that

24 investors could earn by investing in other enterprises of comparable risk.

f25 8. The rates. charges. and terms and conditions ofsen ice resulting loom the C`ommissions

26 resolution of the issues herein do not result in "discrimination in charges. service, or lacilitics

27 between persons or places for rendering a like and contemporaneous service" under Article IS, § 12of

28 the Arizona Constitution.
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I 0. The rates. charges, and terms and conditions of service resulting from the Commissions

2 resolution of the issues herein do not "make or grant any preference or advantage to any person or

3 subject any person to any prejudice or disadvantage" and do not "establish or maintain any

4 unreasonable ditlercnce as to rates. charges. service. facilities or in any other respect. either between

6 IO.

/

5 localities or between classes of service" under A.R.S. § 40-334.

The financings approved herein are for lawful purposes which are within the corporate

7 powers of Pica cho Water and Picacho Scwer. are compatible with the public interest. with sound

8 financial practices. and with the proper performance by Picacho Water and Picacho Sewer of service

0 as public service corporations and will not impair Pica cho Watcrs or Picacho Scwer's ability to

I() perfOrm that service.

/I I I I.

15

The Iinancings approved herein are reasonably necessary and appropriate for the

12 purposes described by Picacho Water and Picacho Sewer in their Iinancing applications. and such

13 purposes are not. wholly or in part. reasonably chargeable to Picacho Waters or Picacho Sewers

14 operating expenses or to income.

IZ.

18 I 3.

Approval of the financings described herein does not constitute or imply approval or

16 disapproval by the Commission of any particular expenditures of the proceeds derived thereby fOr

17 purposes of establishingjust and reasonable rates.

Thc Iinancing authority approved herein would not impair the Iinancial status of Picacho

19 Water or Picacho Sewer. otherwise prevent Pieacho Water or Picacho Sewer from attracting capital at

2() Iair and reasonable terms. or impair Picacho Waters or Picacho Sewers ability to provide sale.

21 reasonable. and adequate service.

22 14. The approvals granted by the Commission herein are just and reasonable and in the

23 public interest.

24 ORDER

25 IT IS THEREFORE 0RI)l"RFI) that Picacho shall tile with the Commission. on or belbre

26 March 31. 2026. as a compliance item in this docket. revised rate plan tariffs for Picacho Water and

27 Picacho Sewer that conlbmi to the resolutions reached in this Decision and the following Ordering

28 Paragraphs.
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I

3

ll IS FLIRTHFR ()RI)IRFD that the rates and charges and terms and conditions of service

2 approved herein shall become effective for all service rendered on and after April I. 2026.

ll IS FURTHER ()RDl:RE[) that Picacho shall notify its customers of the Picacho Watcr and

4 Picacho Sewer revised rates and charges by means of an insert in the next scheduled billing for each

5 (sent by mail or electronically) and be posting a notice on l'icachos website. in a term acceptable to

6 StaIl.

7 I r IS FIIRTIIFR ORDFRFI) that the proposed Cross-Connection or Backflow laritt and

I9

8 proposed Cur1ailmcnl Plan laritT for l'icacho Water arc approved.

ll IS llIRllll'R ()RI)1Rl[) that l'icacho Sewer shall. within 60 days alter the effective date

I() olthis I)ecision. file as a compliance item in this matter a sewer Main Extension Agreement larilTand

I I Plan olAdministration.

12 ll IS IURTllFR ()RI)FREI) that going lbmard. Picacho Water and Picacho Sewer shall use

13 the depreciation rates set forth in Appendix E. Table l̀ I and Table E2. respectively. olStalTFxhibit S-

14 6 (Mr. Atens direct engineering testimony).

I 5 lI IS lllR llll;R ()Rl)l~R1l) that Picacho Water and Picacho Sewer arc authorized to defer

16 depreciation on the fOllowing plant held for luture use established herein for each olthem. with no

17 carrying costs. and that Picaeho Water and Picacho Sewer each may ask to have its respective portion

I 8 ofdelerred depreciation included in rate base in a subsequent rate ease or rate cases. though there is no

19 'uarantce of rccovc :g ry

2()

21

Picacho Water plant held for future use: $738.0 l I in transmission and distribution mains and

$307.769 in services. and

22 Picacho Sewer plant held fOr Iuture use: $72 I.677 in gravity collection systems and $409.8()5

23 in services to customers.

24 IT IS FURTHER ORDERED that Picacho Water and Pica cho Sewer each may collect from its

25 respective customers the total amount oI$26.500. or such lower amount as is actually incurred. Tor rate

26 case expense. through a monthly surcharge assessed equally upon each customer. over a three-year

27 period or until such time as the Tull amount is recovered. whichever comes first. and suhiect to true-up

28 and refunding if any over-collection occurs.
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I

6

IT IS FIIRTIIER ORDERED that Picacho shall file. as a compliance item in this matter. within

2 30 days after it ceases to collect the monthly rate case expense surcharge. a notice stating the dale that

3 the monthly rate case expense surcharge was discontinued for each of the Picacho utilities and showing

4 that the amount collected by each Picacho utility did not exceed a total ofl$26.500 or such lower amount

5 as the Picacho utility actually incurred tor rate case expense in this matter.

IT IS FURTI IFR ORDERFI) that Picacho Water is authorized to obtain long-term debt from

I0

I I

12

13

14

17

18

19

20

21

7 .IW Water or from an affiliate fomied be .IW Water for the purpose of lending money to affiliates of

8 .IW Water (".lW Lending AlIiliate). in an amount that equals up to 40% of Picacho Waters

O capitalization at the time of closing on each loan. subject to the following restrictions:

The interest rate for the long-term debt shall be limited to the 20-year U.S. Treasury bond rate

plus 150 basis points and shall not exceed 7% total. with the U.S. Treasury bond rate to be

determined as olthe closing date of the long-term debt: and

The maturity date tor each loan shall be set at the date 20 years after the closing date.

IT IS ll IRIl IFR ()RI)FRII) that Picacho Sewer is authorized to obtain long-term debt from

15 .IW Water or from a .IW Lending Affiliate. in an amount that equals up to 40% of Picacho Sewerls

16 capitalization at the time olclosing on each loan. subject to the following restrictions:

The interest rate for the long-tenn debt shall be limited to the "0-vear U.S. Treasure bond rate

plus l 5() basis points and shall not exceed 7% total. with the lJ.S. Treasury bond rate to be

determined as of the closing date of the long-term debt. and

The maturity date for each loan shall he set at the date 20 years alter the closing date.

IT IS FIIRTI IFR ()R[)FRII[) that Picacho Water and Picacho Sewer are authorized to engage

22 in all transactions and to execute and documents necessary to effectuate the financing authorizations

23 granted in this Decision.

24 IT IS FURTIIER ()RI)FREl) that Picacho Water and Picacho Sewer each shall tile. as a

25 compliance item in this matter. within 30 days of the execution of a related loan issuance. a copy of the

26 loan documents executed pursuant to the financing authorization granted to it in this Decision. along

27 with documentation to establish that the cumulative amount of long-term debt does not exceed 40% of

28 Picacho Waters or Picacho Se"ers capitalization. as applicable. at the time of closing on the loan.
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I

I

|7

IT IS FIIRTIIER ORDERED that Picacho Water and Picacho Sevier each shall tile. as a

2 compliance item in this matter. within 30 days of the execution of a related loan issuance.

3 documentation demonstrating that the interest rate consummated between Picacho Water or Picacho

4 Sewer as borrower and JW Water or a .IW Lending Affiliate as lender was based on the prevailing 20-

5 year U.S. Treasury bond rate as of the closing date of the long-term debt. plus a credit spread not to

6 exceed 150 basis points. and docs not exceed 7% total.

IT IS Fl IRTI IER ()RDlRID that Pieacho Water and Picaeho Sewer each shall. \\ it fin 90 days

8 alter the effective date olthis Decision. file in a new docket. a Hook-llp Fee Tarilldesigned to ensure

9 that growth pays for growth.

I ()

I I

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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I IT IS FURTHER ORDERED that Picacho Water and Picacho Sewer shall. on the same dale

2 the Hook-Up Fee Tariffs are filed in the new dockets. file. as a compliance item in this docket. a notice

3 that such filings have been made.

4 IT IS FURTHFR ORDERED that this Decision shall become effective immediately.

5 BY 0RI)IR ()F THE ARIZONA CORPORATION COMMISSION.

6

7

8

9 D I S S E N T
I() COMMISSIONER MARQUEZ PETERSON

I I

12

13

14

15

16

17

18 ulss[=nT
19

20

21

22

23

24

25

26

27

28
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2
oockrT NO.:

3
W-035"8A-"5-0056. SW-03709A-75-0057. W-03528A-
25-0096 and sw-0370<)A-25-0097

4

5

6

7

8

lay L. Shapiro
SHAPIR() I.AW FIRM. P.C.
20860 N. Tatum Blvd.. Suite 300
Phoenix. AZ 85()50
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Exhibit I DOCKET NO. W-03528A-25-0056

Prcadio Sewer
2Ye.f Phasem

QgM81.Ml£EM"
Phase 1 60'Aofrnvanualnunaseforllmollths
Phase 2100%olrswnuslnc1uasefof8manths
Phase 3Rueovaryoilonegonuevunuesslartnngin nmmonm
Beglnvucovnryollolugonelawnuespluslnluuslnn 11\hmonlhandountnuothfou¢o24th
mouth.

Total Raw. Ina. S
% lnanse

1,546479
1st go*

51,549.30Pham 1
Phase 2
Phase a

600094 s
10000% s
uooooes s

927,887
618,592

1.546.479

Monthly
Fcfegone

96 d Inernu luuuaso Rev. Rnq. Rownuos
s s
s s
s s

1.a82.541
2.sot.132
2.w 1.132

M . A". A...l. L. A .|.. 4  . .  M 4A: .

884% uuamnanwuolclou
0.720%

Annnual Rana
Momnly Rate

mayUnum
1
2
3
4

9

s
6
7
a

10
11
12
13
14

s
s
s
s
s
s
s
s
s
s
s

Apr26
M8y26
Jun26
.m as

Aug26
Sep28
O d26
Nov26
DOC26
Jan27
Feb27
Mar27
APr27

May27
JuN27
Jul27

Aug27
Sap27
O d27
NOv27
Doc27
J.n28
Feb28
mar2a

15
16
17
18
19
20
21
22
23
24

mwwv
Forgone Cummuialwe

Bunm£8& HBMMM
s 51,8930 s
s 51.54930 s
s 5154930 s 1.12150
s 51.54930 s 1.50073
s 51.54930 s 1.se2 $9
s 51.54930 226740
s 5154930 2.85488
s 51,54930 3.04515
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s
s

51,549 30
103,469 78
155,764 05
208.434 85
261,484 89
314,916 as
388133.59
422.937 78
425.982 93
429,050.00
432.139 18
435.250 57
438,384 37
441.54074
444,719.83
447,921 81
393,327.36
338.33962
282.96638
227,174 17
170,99033
114.401 97
57.406 17

0.00

:$.089.18
3.111 40
3,133.80
3.156 37
3,17909
3.201 se
3,225.04
2.831 98
2436.05
2037 29
1 635 85
1.n1 13

823 89
413 32

o.o0

(57.81949) s
(57.81949) s
(57.s1949) s
(57.81949) s
(57.81949) s
(57.81949) s
(57 81949) s
(57,81949) s

IS! ! !
s 371 15 s 51.920.46
s 74498 s 104 214 75
s s 1se,sasss
s s 209.935 59
s s
s s
s s
s s
s 3.00708 s
s s
s s
s s
s s
s s
s s
s s
s s
s s
s s
s s
s s
s s
s s
s s

283,367.58
317.184 29
371.38847
425.98293
429.060 oo
432.139. 16
4:a5.250.57
438.3a4.37 vygnaungu Raman
441.540 74
444.71983
447.921 81
451.14685
398.159 32
340,77587
284.993 ss
228.809 az
172.221 46
n 5 a 5  6 6
57.819 49

o oo

412.:u
50.182

412.394 43
50.151 51

462.55594
a

57,819.49

[1] = sum of monMlyFGR for months 116
[2] = sum of inluust
(31 = 111 * [2]
141
151 = (3Vl4l

TotalolFo4ugoneRovonunbefu1alntacunbdofouanmgeolecuon S

TOI.l Inlevut s

Fongonc Rcvouuu S
l i s s i s

Tool s
months lo Reoovev

Monthly ReeovofyAmoum S

482.55584
1.891 0
244 61
30.58

[6] I [1] Total Foregone Rauma" wl lnlafnst S
[7] = $00 caioulatlon Wow no. 5/8 Equfvaiem Cuuomux
[8]= l6l'l7l R¢ooveryAmoun1por Equlvalorll5l8h1d\melaf S
[8] = I8V14I Monthly Charge par EquwaleM 5/8 lndl men S

:Mann
Sandman:

s

sgammzr
namnmcnmg

s
A44
Easlsu

100
150
250
500
800

1800
2500

30.56
30.58
30.58
30.58
ao.se
30.58
: I s a

30 58
4587
78.45

152 90
244 64
489.28
764 50

R a m a n
5/8 lndl
3/4 Inch
1 Inch
1 1/2 lndi
2 Inch
3 :no
4 lrld\
Total

MMML9!
xanuuamut

1.831 o
0.0
4 o
2 o
s o
0.0
00

1.842 oo

: m a i n
m m

1.831 0
0.0

10.0
10.0
40 0
0.0
00

1.891 oo
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DOCKET NO. W-03528A-25-0056

Fiaduo S-as
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DOCKET NO. W-03528A-25-0056
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Exhibit 2 DOCKET NO. W-03528A-25-0056

M."2 Year PlaneIn
z Phase

Picachn Sewer Company
October JI. 2024
2 Yur I'hnm~~In

Phase~in Pmpoaal
Fhasc I t'\0% ofrcwnue lncrcase for Gnu P months,
Phase 2 I 00% recovery of rtvenuc lnclvusc for nzxl 12 months (months lJ lhmu§\ 24) and recovery
of foregone revenue plus intcroil via 12 month monthly surcharge.

Total Rev. lncr.
Total Increase

s I .546,479
161 .9998

Phase I
Phase 2 /

% of Increase
60%

lows

Tonal
Increase Rev. Req.

5927.887
s I .546,479

Fonegnne
Rcwnucs (Annually)

Sl.882.540 $618,592
S2,50l,132 0

Computation of Iorcgcnc Rn enucs Plus Inlcrcsl

Annual Ran: (canoing cost) (»,0O%

j Tool
Fhasc I lMonlhs I12)
Phew 2 (Months 1324)

Foregone Cummulalivc
Rcwnue FGRI F(iR w/ lnl. Annual lnlmst

Sl»18.5')2 $618,50"
(655.7071

mln m

I ll
121
l3I'1II ' 121
141

Total Fovcgonc Revenues
Sum of Interest
Total
Months lo Recover

$6 I 8.592
$37, I I5

$655.707
12

$655,707
1.89 I
$347

[51 " 131
[6] = sec culculatim below
171 ' (51 /161
181 = I7I/I3]

Total Forcgnnc Revenues w! lnlcrcsl
No. 5/8 Equiuknt Customers
Recovery Amount pct Equivuknl 5/8 inch marr
Monthly Charge per Equivalatt 5.'8 Inch meter $28.90

AWWA
Factor

Equivalent 58"
Meters

Fquivaknt 5 X"
Mtmlhl Cha

Monthly
Surchar 'e

$28.90
50tu0

s2s,9o
$28.90
s28.90

$28.90
so.oo

$724
$144.48
$23 I . I7

Meter Size
5/8 inch
3/4 Inch
| Inch
I V" Inch
z Inch
Total

Number of
Cu>tomcr>

I 1.x3 I
1.5 0
25 4

5 2
8 5

1.842

1.831
0

10
10
40

1.891
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DOCKET NO. W-03528A-25-0056

StilT 2 Ynr FhauIn 2
3 Phew

Picachn Sen or Company
October JI. 2024
2 Year FhnwIn

Phase-in Proposal

Phase I 60% ofrcvcnuc lncrcaw for first x months.

Phase 2 l00% of revenue Increase for next x months (months 9 through lb)

Phase 3 100% of revenue Incraasc for next 8 months (months 17 through 24) and recovery of foregone

revenue plus interest via x month monthly surcharge.

Total Rev. lncr.

70ml Increase

$1,546,479

lol ,')9%

/

Pltzlsc I

Fhuw 2
Fhzisc 3

Total

% of Increase Increase RM. Req.

60% $927,887

10x0% s I .546.479

1oo°. s I .516.479

Foncgunc

Revenues (8 months |

$1.882.540 $412,394

$1.50|.I32 0

$2.50! , 132 0

(olnpulalion of Foregone Rcvcnuu Plus Inlcfcsl

6.00%Annual Rule (carrying cost)

Tutu!_ Foregone Cummulalive

Revenue (FOR) FGR w/ In. lnlcrcsl

$412.394 $412.304

SO S4°x,x9n 517,156
$4 *l<.fwo

S44(\.0I6

Phase I (Months I8)

Pham 2 (Muulln KI6)

Phuw 3 (Months I 724)

IIIIIIIIIIIIIIIEEM
1znx=zm n :: l:

u l! l* l2l

ill
121

13]
14]

Total Foncgmw: Revenues

Sum of lnsmsu

Total

Months to Recover

$412.394

$33,65 I

$446,046

s

151 " 131
I6 ] sec cakulatinn below

171 151 /161

l*l - 171I131

Tool Foncgouc Revenues w/ lnlcrrsl

No. 5/R Fquivaknl Customers

Recovery Amounl per Equiulenl 5/8 inch meter

Mmihly Charge per Equivalent 5/8 Inch mdcr

$446.046

L892

$236

$29.47

AW W A

Fuclnr
Equivakm 5/8"
Mctcrs

Equhalcnt 5/8'
Monlhl (`

six Inch
3.4 Inch
l Inch
I 1/2 Inch
2 Inch

I

1.5

2.5

5

s

Number of

Cuxlomcfx
1.xz I

0
4

2

5

1.831

0

10

10

41

Monthly

Surrhar c
$29.47

S0.(K)

$29.47

$29.47

$29.47

$29.47

$0.00

$73.69

s 147.37

$235.80
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DOCKET NO. W-03528A-25-0056

5luIIJ Year PluncInPicacho Sew or Company
October JI, 2024
3 Your Fbnu-In

Phzn»e~in ProIxnnl

Phase I 60% ofrcvcnue Incrtasc Igor lint P months.
Phase 2 100% of rcvcnuc Incruasc for next 12 months (months 13 through 249.
Phase 3 I 00'/» rrcowry of ncvcnucs incncasc and recmcry of foregone rrvcnuc plus imncsl \ in 12
month monthly sunchzrgc. (mouths 25 ihmugh 36).

Total Rev. Incr.
Total Incrvasc

9.546.479
I6l.99'/¢

/
Phase I

Phil! ! !  1

Phase 3

Total
°1 of Increase Increase Rev. Rcq.

60% $927,887
100% s I .546,479
10096 Sl.546,47')

Foregone
Rcwnuca (Annually)

sl.sx2.540 s<»ls,592
$2.50l.l32 $0
S2.$0l,132 so

Conlpulnlion of Forcgmc Revenues Plm Ink:cn

Annual Rate (carrying cost) 6.00%

Q Annual Interest Tolul

Furcgxmc (ummulaliw
Revenue (FGR) FGR w/ lm.

$6 I 8.592 $655,707
655.707

Phase I (Months Il2)
Phusc 2 (Months 1324 l
PIIMC J (Months 2546)

llll1ll-IIIIIEHE
u n it

I l l
121
m= II] +121
14]

Total Foregone Revenues
Sum of lmcrrsl
Toml
Months to Recover

$618.592
$76,458

$695,050
12

$695.050
I .so I
$368

151 = 131
[0] * sec calculation bchwv

m 151461
wt . 171/131

Total Foregone Revenues w' Interest
No. 5/11 Yquivaknt Cuswmctx
Rccmcry Amount per Ilquivaknt 5/8 inch meter
Monthly Charge per Fquivalcnt 5/8 Inch mdcr $30.63

AWWA
Factor

Fquhalcnt 5 8"
Meters

Monthly
Survhar eMctcr Size

5'R Inch
3/4 lrn:h

I Inch
I 1/2 Inch
2 Inch

Number of
Customers

I 1.x3 I
l,§ 0
2.5 4

5 2
x 5

Iquivaknl 5 8"
Mnnlhl C

l,R3 I
0

10
10
40

$30.63
$0.00

$30.63
§3().(»3
$30.63

$30,63
$0.00

$76.57
s I53. I5
$245.04
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DOCKET NO. W-03528A-25-0056

St»lT5 \elr PhoneInPicachn Sew Cr (ompan)
October JI, 2024
5 Year FhaseIn

Phase-in Proposal
Phase I . 60% of revenue Increase for first p months.
Phase 2 75% of revenue Increase for next IZ months (months 13 thwugh 24).
Phase 3 8590 of revenue lnctvcase for next 12 months (months 25 through 36).
Phase 4 l00% of revenue Increase for Itch 12 rmnths (months 37 through 48).
Phase5 l0(I'% of rtncnucs and recovery rtf forcgxme revenue plus interest \ in I' month monthly
surcharge. tmonlh> 49 through 60),

IotaI Rev. lncr.
Total Increase

s 1,54u6,4w
161.99%

Total
Rev. Req.

Foregone
Run cues (Annuully)

Phase I
Phase 2
Phase 1
Phase 4
Phase 5

% uflncrcasc lncwasc
60"/u
75%
85%

HN0'/1
I 00%

59"7.887
s I . I 54,859
s I .314.507
$1,54(»,479
s I .546,479

$1.882,540
$2.I I4.S 12
$2.2(\9. III
$2.50 I . I 32
sz.sol , I 32

S6IX,592
$380,620
$23 I ,972

SO
SO

Computation of Fofegonc Revenues Plus lnncncsx

Annual Rate (carrying cost) 6.00%

Fomgnnc Cum mu Ialivc
Revenue (FUR) FGR w/ lm,Q Annual lntaesl Tool

$655,707

231,972 1,4 I7.049

1.042.327
1.336.838
LE I 7,049

Fhuc I (Months 112
Fhuw 2 (Months 1324)
Pham: 3 (Monthsq53h)
Phase 4 (Months 3748
Fhusc 5 (Months 4960) (1.50°.071 )

:nm n1:nnz: m|n
nnznmI - l - l - I I I I I I I H E ~

a m iI

I l l
121
13] r II] * 121
141

Total Fomgnnc Revenues
Sum of lntuust
Total
Months to Roccwcr

s I ,237. I R3
S264.xnx

s I .$02.07 I
12

I
s I .502.(I7 I

1.x9 I
$794

[5] ' [3]
[6] - soc calculation below

171 = 15]/16]

lg] = I7l'l3 I

Total Fnrcgmc Revenues w/ lnlcvcsl
No. 5 x Equivalent L mtomcrs
Recovery Amount pa Equivalent 5/8 inch meta
Monthly Charge per Equiwknt 5/8 Inch meter $66.19

A WWA
Factor

l:quivlllent 5/8'
Meters uMeter Size

58 Inch
3/4 Inch
I Inch
I I/Zlnch
1 Inch

Number of
Cunomcrs

1.s3 I
0
4
2
5

liquivalcnl 5/8"
Monlhl Cha

l .83 I
0

10
lo
40E

Monthly
Surchar

$66. IN
$0.00

SM. I9
SM. 19
SM, I9

$66. 19
$0.00

$165.48
$330,97
$529.55
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DOCKET no. W-03528A-25-0056

2 Year 2 Phase Schedule BPP-I9Picacho Sewer (ompan)
\\-03528A-25-0056. it al.
October Sl. 2024

TIPI(Al. Bll I. A\AI.YSIS

Residential

Total
Phaseln

Surcharge
Company Proposed

Present
Rates

542.00

Proposed
Rates
s I -o.<>o

Dollar
Increase

s I 20.06 $7x.%

Percent
Inertia so
I 88. 00° z.

Sta IT Recommended $42.00 Sl0*).00 S l09.00 $67.00 l59.52%

Staff Phase I $42.00 S8l.75 $000 s81:75 $39.75 94 .64 "6

Staff Phase 2 ssl.°/5 $109.00 $28.90 $137.90 $56. I5 68.68%
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DOCKET no. W-03528A-25-0056

2 Year 3 Phase Schedule BPP-I9Picncho Sewer (ompany
W-03528A-25-0056. ct al.
October 31. 2024

1 YPI(f\l. Bll.l. A\AI.YSIS

Residential

Total
Phase-In

Surcharge
(ompully Proposed

Prcscnl
Rates

$4 " .oo

Proposed
Rates
Sl "().9(\ Sl "0 96

Dollar Percent
Increase Increase

$78.96 II'48.()()"b

Stall Rxommendcd $42.00 SI09.00 s I09.00 $67.00 l 59.52%

Stuff Phase I $4*.00 $81.75 $0.00 $81.75 $39.75 94.(14"6

Staff Phase 2 SX 1.75 S 109.tx» $0.00 Sl09.00 $27.25 33.33%

Staff Phase 3 SI09.00 Sl09.00 sW9.47 S 138.47 $2n.47 °7.04"&»
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DOCKET NO. W-03528A-25-0056

3 Year Phase-In Schedule BPP-I9Picacho Sewer Company
W-(I3528A-25-0056. ct al.
October 3 l. 2024

TYI'l( \l. BILL ANALYSIS

Residential

Total
Phase-In

Surcharge
Company Proposed

Present
Rates

$4100

Propowd
Rale<
Sl "().9(» Sl "0 06

Dollar
Increase

$78,96

Pcrccm
Increase
I 88.0()" ;.

Statlt Recommended $42.00 slo9.oo s I09.00 S6/.00 l59.52%

Stuff Phase-In Year I S4".0(I S8I.75 $0.00 $81.75 $39.75 94.(\4"o

Staff Phase-In Year 2 $81.75 $109.00 $0.00 $109.00 $27.25 33.33%

Staff Phase-In Year 3 SIO9.()(I SI09.00 $30.63 S I39.63 $30.63 18. I 0%
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DOCKET NO. W-03528A-25-0056

5 Year Phase-In Schedule BPI'-I 9Picacho Sewer (ompany
\\-03528A-25-0056. it al.
October 31. 2024

Resldenllal

Total
Percent

Increase

Phasc~ln

Surcharge
Present

Rates
S4*.w>

Proposed
Rules
Sl 0.qf)(ompuny Proposed Sl 70.()6

Dollar
Increase

$78.96 IK8.0()°0

Staff Recommended $42.00 Sl09.00 $109.00 $67.00 l59.52%

Stuff Phase-In Year I s41.00 S8l.75 $000 $81.75 94 .c»4"<.$39.75

SlalT Phase-In Year 2 S8l.75 $92.00 $0.00 $92.00 S 10.25 12.54%

Staff Phase-In Year 3 $92.00 $0.00$98.80 $98.80 $6140 7.39"2»

Staff Phase-In Year 4 $08.80 s 10000 $0.00 s 109.00 10.32%s I 0.20

Staff Phase-In Year S SI09.00 Sl09.00 $66.19 Sl75.l9 $06. 19 60.73%
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ARIZONA CORPORATION CoMMission

Ounce OF COMMISSIONER LEA MARQUeZ PETERSON

March 5. 2026

Docket Control
Arizona Corporation Commission
1200 W. Washington St.
Phoenix. AZ 85007

Re: Picacho Water Company (W-03528A-25-0056. SW-03709A-25-0057. W-03528A-25-0096
and SW-03709A-25-0097) - Recommended Opinion and Order In the Matter of the
Applications of Picacho Water Company and Picacho Sewer Company. Arizona
Corporations. tor a Determination of the Fair Value of their Utility Plant and Property and
for Increases in their Rates and Charges for Utility Service Based Thereon and Requcsts for
Financing Authority.

This letter is my formal dissent to the Decision March 4. 2026. on the above referenced case. l
l

The Picacho Water and Sewer Companys combined Water and Sewer rate case Recommended
Opinion and Order was analyzed with great care. and my team and I carefully reviewed all the
comments. exceptions and correspondence filed in this case. One of the key reasons I voted no
on this combined rate case was due to the large residential rate increases in the Sewer utility
case. and the lack of gradualism or compromise by the company after hearing complaints of rate
shock from many ratepayers.

I appreciate the analysis conducted by Administrative Law Judge Harpring on the Recommended
Opinion and Order as there were a number of challenging facts. However. in my analysis. I
determined that it would have been preferrable to separate the rate cases for the Watcr and Sewer
utilities for the vote by the Commissioners. As the company indicated during the hearing. they
plan to Iilc another Sewer rate case in 2027 to apply for cost recovery for the Sewer Plant
remodel. and l believe it would have been more efficient to address the sewer rate base recovery
at that time.

Ultimately. I could not vote in support of the Picacho Water and Sewer Utilities rate case as it
was presented. l felt that the Company could have done far more to conduct public outreach and
communicate the complexity of the sewer utility case to the ratepayers. JW Utilities via Picacho
Water and Sewer Companies acknowledged during the meeting that they did not conduct public
outreach early enough and failed to engage with the community beyond the bare minimum
required from the public hearing. We received many public comments concerned with the
dramatic rate increase though an increase was certainly expected from a utility who hadnt filed a
rate case in over 25 years. I believe that more could have been done to promote gradualism and
the company had a responsibility to educate the community on the rate case.
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As a Commissioner who has engaged with the water utility industry in Arizona. I will continue
to support the acquisition of failing water and sewer companies (which Picacho Water and Sewer
were not) and the proper cost recovery to ensure just and reasonable rates.

Sincerely.

a m -wa
Lea Marquez Peterson
Commissioner
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