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EXECUTIVE SUMMARY 1 

Shawn Bradford describes the Company’s support for full consolidation of its wastewater 2 

districts.  Mr. Bradford explains the benefits of consolidation to the Company’s 3 

customers and the future capital plans for the Company’s wastewater districts.  Mr. 4 

Bradford also describes the result of an ASU study commissioned by the Company 5 

analyzing the demographics of the Company’s wastewater districts and the impact of 6 

wastewater rates on those customers. 7 
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I. INTRODUCTION AND QUALIFICATIONS 1 

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND TELEPHONE 2 

NUMBER. 3 

A. My name is Shawn Bradford.  My business address is 2355 W. Pinnacle Peak 4 

Road, Suite 300, Phoenix, Arizona 85027, and my business phone is (623) 815-5 

3136. 6 

Q. IN WHAT CAPACITY AND BY WHOM ARE YOU EMPLOYED? 7 

A. I am employed by EPCOR Water (USA) Inc. (“EWUS”), the owner of EPCOR 8 

Water Arizona Inc. (“EWAZ” or “Company”), as the Vice President of Corporate 9 

Services. 10 

Q. PLEASE DESCRIBE YOUR PRIMARY RESPONSIBILITIES FOR THE 11 

COMPANY. 12 

A. My primary responsibilities for EWUS include the management of the Customer 13 

Care & Billing, Public & Government Affairs, Information Technology and the 14 

Rates & Regulatory Departments. 15 

Q. PLEASE DESCRIBE YOUR PROFESSIONAL EXPERIENCE AND 16 

EDUCATION. 17 

A. I have been employed by EWUS since February 1, 2012. Prior to EWUS’s 18 

acquisition of the American Water operations in Arizona and New Mexico, I 19 

worked for Arizona-American Water beginning in fall 2011.   20 

I have over 28 years of experience in the water and wastewater industry, with 21 

experience at all levels, including management, operations, and maintenance.  22 

Prior to my current position with EWUS as the Vice President of Corporate 23 
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Services, I served as the Director of Operations for the Central Division with 1 

EWAZ and was responsible for over 81,000 water and 45,000 sewer connections 2 

in the Sun City, Sun City West, and Agua Fria Districts.    3 

I possess an MBA with a focus on Strategic Leadership from Amberton University 4 

as well as a Bachelor of Science Degree in Management from Becker College and 5 

an Associate’s Degree in Environmental Engineering from Northeastern 6 

University. 7 

II. PURPOSE OF TESTIMONY 8 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS CASE? 9 

A. The purpose of my direct testimony is to provide support for the Company’s 10 

position regarding full consolidation of its wastewater systems.  11 

III. FULL CONSOLIDATION 12 

Q. DOES EWAZ CONTINUE TO SUPPORT FULL CONSOLIDATION OF 13 

ITS WASTEWATER DISTRICTS?  14 

A. Yes, as it did in the prior proceeding, EWAZ continues to support full 15 

consolidation of its wastewater districts as the best long-term solution to address 16 

the concerns raised by its customers, but more importantly as the most equitable 17 

long-term approach for establishing reasonable rates to recover the reasonable 18 

expenses and capital expenditures that will ultimately impact every district at 19 

some point in the future.  In the long term, all wastewater customers will benefit 20 

from predictable, uniform rate structures, reduced regulatory expenses and 21 

increased efficiencies. Moving to a consolidated district with a single rate structure 22 

mirrors what consumers experience in most municipal districts and with many 23 

large gas and electric utilities.  In other words, rates are the same regardless of 24 
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where a customer lives within a municipal area or within a utility’s service 1 

territory.   2 

Q. WHY DOES THE COMPANY CONSIDER THAT FULL 3 

CONSOLIDATION IS JUSTIFIED? 4 

A.   The Company would like to point out a number of observations related to its 5 

wastewater systems.  6 

1. Every residential customer of the Company, regardless of geographic location, 7 

expects and is entitled to receive the same level of service.  8 

2. Each class of customer in a district receives essentially the same service as a 9 

corresponding class in another district.  10 

3. Customers view themselves as being served by EPCOR Water and not as being 11 

served by a specific operating district.  12 

4. Because the existing rates for each district have been set on the basis of the 13 

investment and expenses for each particular district, the wastewater rates vary 14 

markedly from district to district.  The disparity is, in part, the result of the 15 

absence of economies of scale in the smaller districts, the disproportionate 16 

effect imposed on the smaller districts by even routine investments (which 17 

leads to rate shock), and by the episodic investment of capital in individual 18 

districts.  19 

5. Under the Company’s organizational structure, many operational activities are 20 

centralized. Billing, accounts payable, payroll, purchase of materials and 21 

supplies, insurance and pension benefits, original entry accounting, public 22 

affairs, liability insurance, personnel training, engineering, water quality, 23 

budgeting, and rate case preparation are accomplished on a centralized basis.  24 
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6. Each of the five wastewater districts depends upon EWUS for its capital and 1 

debt financing. It is the Company, not the individual operating districts, that 2 

raises the capital necessary and, in turn, allocates it to the various districts. 3 

Q. WHAT ARE THE PRIMARY BENEFITS OF FULL CONSOLIDATION? 4 

A. Consolidation provides numerous benefits to customers, including the following:  5 

1. Consolidation would be a long-term solution to eliminate disparity in rates;   6 

2. Improves service affordability for customers; 7 

3. Improved rate stability and elimination of rate shock;  8 

4. Reduction in the number of rate cases and associated expenses; 9 

5. Helps control costs associated with customer accounting and billing systems; 10 

6. Supports the consolidation of small and troubled utilities; 11 

7. Provides ratemaking treatment similar to that for other utilities; 12 

8. Elimination of cost allocation issues between districts in rate filings;  13 

9. Standardized service rates and charges across all districts;  14 

10. Reduced customer confusion with respect to differing rate schedules among 15 

districts, which improves customer service efforts; and, 16 

11. Lowers administrative costs for the Commission. 17 

 Most importantly, consolidation offers the best short- and long-term solutions for 18 

the issues that have been raised by many of the Company’s customers.  This 19 

includes the customers that have raised the issues that originally led to this 20 

proceeding as well as customers in other wastewater districts.  In the long term, 21 

which is the timeframe that the Commission should examine, all customers will 22 

benefit.  These customers will benefit as consolidation allows for the ability to 23 

make needed capital investments in smaller districts without imposing 24 

burdensome rate increases, as those costs are spread over the entire, consolidated 25 
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entity.  Every EWAZ wastewater district does and will require needed 1 

improvements, and as systems continue to age, these improvements will be costly.  2 

On an individual district basis, however, those investments will occur in 3 

significant amounts all at once as large projects are undertaken, with district-level 4 

rate spikes resulting from the investment schedule.  Unlike deconsolidation, in 5 

which each district would be required to pay for the entire cost of an improvement 6 

within that district regardless of its cost (and the smaller the customer base in the 7 

district, the greater the proportionate increase), consolidation allows for all costs to 8 

be spread over a greater number of customers. 9 

Q. SHOULD THE PROXIMITY OF THE DISTRICTS AND 10 

INTERCONNECTION OF INFRASTRUCTURE BE THE SOLE 11 

DETERMINANTS OF WHETHER CONSOLIDATION IS 12 

APPROPRIATE? 13 

A. No.  Although it is true that the physical infrastructure and treatment plants in 14 

certain of the wastewater districts are separate from one another, this should not be 15 

determinative in setting rates.  Other major utilities, including electric utilities 16 

(Arizona Public Service and Tucson Electric Power), natural gas utilities 17 

(Southwest Gas) and telephone utilities (CenturyLink), have unified tariff 18 

structures across Arizona even though they serve many different communities.  19 

The same is true for large municipal water and wastewater utilities that serve 20 

numerous neighborhoods within their municipal boundaries (City of Phoenix).  21 

For example, if APS constructs a large facility in Phoenix or Flagstaff, the costs of 22 

these facilities, while they may not directly benefit the entire service territory, are 23 

spread over the entire customer base.   24 
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 EWAZ also believes that, particularly with regard to wastewater, the geographical 1 

differences in service territory should not be an impediment to consolidation.  It is 2 

rarely feasible for a large wastewater utility to serve all customers by one 3 

treatment plant. For example, the City of Phoenix has three wastewater treatment 4 

plants for the treatment of its citizens’ wastewater.  Ultimately, the benefits of a 5 

unified, consolidated rate structure outweigh any issues presented by consolidating 6 

geographically distinct service areas.  Although cost causation is an important 7 

principle in ratemaking, it should not be the only determining factor.  Taken to an 8 

extreme, each community or neighborhood could be required to pay for and install 9 

treatment plants to treat its wastewater.  Under true cost causation, that community 10 

would bear the entire cost of the improvement.  However, this approach eliminates 11 

the numerous efficiencies that arise out of full consolidation both operationally 12 

and administratively.    13 

Q. HOW DO FUTURE IMPROVEMENTS IN THESE DISTRICTS IMPACT 14 

THE CONSOLIDATION ANALYSIS?   15 

A. Over the next five years, EWAZ expects to spend over $81.1 million on regular 16 

capital improvements for these five wastewater districts. This includes over $31.8 17 

million in Sun City, $23.3 million in Sun City West, $10.0 million in Anthem, 18 

$14.1 million in Agua Fria and $1.6 million in Mohave to improve lift stations, 19 

pumps, treatment facilities, collection mains and force mains.  20 

EWAZ projects that over the next 10 years the total capital investment 21 

needed for the five wastewater districts will exceed $163.2 million dollars. Table 1 22 

summarizes EWAZ’s projected capital investments from 2016-2025.  23 

 24 
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Table 1 – EWAZ’s Projected Capital Investment 

WW Districts 
Capital 

Investment   
2016-2020 

Capital 
Investment   
2021-2025 

Capital 
Investment  
2016-2025 

Sun City Wastewater $31,876,996 $25,367,456 $57,244,452 
Sun City West Wastewater $23,375,238 $26,304,006 $49,679,244 
Agua Fria Wastewater $10,056,000 $11,677,866 $21,733,866 
Anthem Wastewater $14,195,175 $16,985,987 $31,181,162 
Mohave Wastewater $1,618,240 $1,820,993 $3,439,233 
WW Consolidated $81,121,649 $82,156,308 $163,277,957 

  Consolidation will help smooth the rate impacts of future capital 1 

expenditures over the entire wastewater customer base.  The investment amounts 2 

in each district will likely continue to increase annually over the longer term as the 3 

existing facilities continue to age.   4 

Q. WON’T CERTAIN CUSTOMERS’ RATES INCREASE AS A RESULT OF 5 

CONSOLIDATION? 6 

A. Yes, by the very nature and activity of moving to one uniform rate from several 7 

varied rates you will have some increases and some decreases.  As shown in the 8 

data provided as part of this filing, there is no question that certain districts would 9 

experience rate decreases in the short term from full consolidation and one district 10 

would experience a rate increase.  Generally, these differences occur because of 11 

the relative size of the customer base in the respective districts or because the 12 

facilities that serve customers in one district are older and therefore cost less when 13 

they were installed many years ago, than newer facilities in another district.  This, 14 

however, provides only a snapshot of the situation at this moment in time. 15 

Although the customers in the Sun City district will experience an increase in rates 16 

in the short term, it is important to note that the vast majority of collection system 17 
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infrastructure in Sun City was installed in the 1960s and 1970s, has reached or is 1 

reaching the end of its useful life and will require the replacement as infrastructure 2 

begins to fail.  The 2013 Report Card issued by the American Society of Civil 3 

Engineers graded  the nation’s wastewater infrastructure as a “D” and projected 4 

that the capital investment needs for the nation’s wastewater and stormwater 5 

systems are estimated to total approximately $300 billion over the next 20 years. 6 

  Over a period of years, all facilities will need to be replaced or upgraded as 7 

they wear out or as new regulations affecting wastewater treatment are enacted. 8 

When these new facilities are installed, they will inevitably be more expensive 9 

than the ones they replace.  Over time, districts that have older and less costly 10 

facilities will see them replaced or expanded with newer and more costly facilities. 11 

Without consolidated rates, the burden for these new, more costly facilities will 12 

fall on the customers in that district alone, the implication being higher rates and 13 

possible rate shock.  In other words, just because a particular district has lower 14 

rates today does not mean that those rates will remain low in the future. 15 

Q. WHAT OTHER BENEFITS ARE THERE FROM CONSOLIDATION? 16 

A. A single uniform rate structure provides the flexibility to make needed and 17 

necessary investments in smaller districts while maintaining stable and affordable 18 

rates for all customers.  The Company’s full consolidation proposal is 19 

understandable, free from controversy over interpretation (i.e., will not lead to 20 

confusion); and will lead to rate stability with more manageable increases in the 21 

future for the Company’s customers.  Under consolidation, customers would 22 

benefit from consolidation through stable and predictable rates, reduced regulatory 23 

expenses, and increased operating efficiencies that will result from the economies 24 
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of scale of an integrated wastewater system.  All EWAZ customers would be 1 

recipients of the same level of service, regardless of geographic location, and 2 

existing disparities for these services would be eliminated. 3 

Consolidation will also lead to operating and administrative efficiencies.  4 

For example, when rate cases must inevitably be filed to address capital 5 

improvements and higher operating costs, the wastewater districts will be 6 

combined and only one case will need to be filed and will resemble the 7 

consolidated Arizona Wastewater district schedules that have been filed in this 8 

rate case application.  As such, the costs of processing the rate case will not only 9 

be reduced for all parties including the Company’s customers, the Commission 10 

and the Residential Utility Consumer Office (“RUCO”), but the resulting cost per 11 

customer will also be lower because any increases authorized by the Commission 12 

will be spread over the entire customer base. 13 

Q. CAN THE COMPANY QUANTIFY THE EFFICIENCIES THAT 14 

CONSOLIDATION WILL PROVIDE TO CUSTOMERS? 15 

A. As discussed earlier in my testimony, operating the wastewater districts as one 16 

consolidated business unit versus the current structure where each wastewater 17 

district is treated as a separate business unit will generate efficiencies.  This 18 

consolidation will result in the reduction and/or elimination of future expenses. In 19 

an effort to quantify some of the reductions, we anticipate will be realized if full 20 

consolidation is approved as part of this Application we have provided detail in 21 

the following areas. 22 

Regulatory:  Operating each wastewater district on an individual basis 23 

requires filing a separate rate case application for each district when the Company 24 
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seeks an increase in the authorized revenue for that district.  It is important to note 1 

that the Company makes every effort to bundle districts into larger rate filings to 2 

help control costs but five stand-alone wastewater districts could result in separate 3 

rate case applications for each district.  Under consolidation, all of our wastewater 4 

service area would be included in a single rate application which provides 5 

tremendous economies of scale.  For example, if you just count the number of 6 

pages required to satisfy the Commission’s Standard Filing Requirements per 7 

district of approximately 100 pages per district and multiply that by five, the cost 8 

of paper alone will experience an 80% decrease if the districts are consolidated!  9 

Based on our previous experience, the costs associated with a single wastewater 10 

district rate case requires approximately $300,000 to $400,000 of expense which, 11 

if filed on an individual basis, would total $1.5 million if all five districts were 12 

filed separately.  Under consolidation all five districts would cost approximately 13 

$600,000 to $800,000 which would save roughly $800,000 in future rate case 14 

expense each time the Company sought a change in the amount of revenue we are 15 

authorized to collect.  This amount of savings would continue over time benefiting 16 

all customers. 17 

Customer billing:  Each time a change in the rates that we charge our 18 

customers needs to be implemented, a change in our billing system is required.  If 19 

five separate districts are maintained each time a district’s rate is changed, 20 

programming is needed in the customer care platform we currently use.  These 21 

changes include programming time to input and calculate the new rate, testing of 22 

the new rate to ensure billing accuracy, bill print and design changes as well as 23 

rate validation.  On an individual basis, new rates require 100 to 120 hours of time. 24 

The vendor we currently use to support our billing platform charges us a standard 25 
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rate of $135/hour to make these changes.  The costs per district on an individual 1 

basis would be $13,500 to $16,200, which would total $67,500 to $81,000 if all 2 

five districts were filed separately.  Under consolidation the cost would be $13,500 3 

to $16,200 which would avoid roughly $74,000 in future expense each time the 4 

Company sought a change in the amount of revenue we are authorized to collect. 5 

This amount of savings would continue over time benefiting all customers. 6 

Customer communication:  As changes occur to the tariffs the Company is 7 

authorized to charge our customers, two customer notifications are usually 8 

required to explain the specifics of that individual district’s charges and what may 9 

be changing.  While the cost to mail the notices would be similar under 10 

consolidation the cost to design, proof and approve customer messages varies 11 

based on the noticing requirements but costs typically range from $1,500 to $2,500 12 

for each notice which would total approximately $20,000 if all five districts 13 

continue to have different tariffs.  Under a consolidated rate tariff a single notice 14 

would need to be created and delivered to our customers saving approximately 15 

$16,000 each time a change is made.  This amount of savings would continue over 16 

time benefiting all customers. 17 

Finance:  Maintaining the five existing wastewater districts as separate 18 

business units is more expensive than a single business unit under consolidation. 19 

The Company currently maintains separate general ledgers for each wastewater 20 

district. If consolidation is approved, the Company would migrate all of the 21 

existing financial data into a single chart of accounts which would simplify and 22 

standardize all of the consolidated data and produce reports under one 23 

consolidated financial statement. This would eliminate unnecessary complexities 24 

and inconsistencies with five individual sets of accounting records. It would 25 
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streamline and optimize existing work processes by eliminating bottlenecks, 1 

duplication of effort, and non-value added activities. Under a single consolidated 2 

wastewater district, we estimate these savings at approximately $56,000 annually. 3 

I have provided detail on these costs in Exhibit SEB-1.  4 

Operations:  From an operational perspective, treating all five wastewater 5 

districts as one under a consolidated structure can provide numerous efficiencies 6 

to both the operation and administration of the wastewater districts.  As an 7 

example, operating the wastewater districts as a single business unit would 8 

simplify and streamline the operational budgeting process and the administrative 9 

paperwork associated with tracking costs for each individual district.  When 10 

infrastructure replacements are needed, a consolidated entity has greater flexibility 11 

and fewer restrictions due to the potential for rate shock to its customers because 12 

the impact of those investments are spread over a larger customer base.  This is 13 

especially true in the smaller districts where any amount of capital can have a 14 

significant impact on rates due to the small customer base.  Deferring capital 15 

investment in smaller districts often can actually increase the cost if projects are 16 

deferred beyond the useful life of the infrastructure. Quantifying these types of 17 

operational efficiencies is a difficult exercise to perform especially since the 18 

Company already optimizes its labor force over geographical areas and the supply 19 

chain function already realizes economies of scale due to the nature of its 20 

centralized contracting function.  Additional operational efficiencies may exist but 21 

should be evaluated and quantified once consolidation is in effect. 22 

Summary:  Based on our analysis of the benefits consolidation will bring to 23 

all customers, we estimate that approximately $946,000 will be saved annually or 24 
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as part of each rate cycle if consolidation is approved.1 Table 2 is a summary of 1 

our analysis 2 

 3 

Table 2 – Summary of Projected Savings 

Function/Activity Projected Savings 
Regulatory $ 800,000 
Customer Billing $   74,000 
Customer Communication $   16,000 
Finance $   56,000 
Total projected savings from consolidation $  946,000 

 4 

Q. WHAT RATE IS THE COMPANY RECOMMENDING UNDER THE 5 

FULL CONSOLIDATION OPTION? 6 

A. The Company is recommending that a consolidated rate be phased-in over three 7 

years for residential customers and a two year phase in for the commercial class 8 

which will lessen the immediacy of the rate impact and will provide a more 9 

gradual transition to a consolidated system. Once fully consolidated, EWAZ 10 

anticipates smaller future rate adjustments which follow the ratemaking principle 11 

of gradualism.  Taking this approach also allows for a fully consolidated 12 

wastewater rate that is based on costs and capital improvements using a December 13 

31, 2015 test year. 14 

Q. CAN YOU PLEASE SUMMARIZE THE COMPANY’S PROPOSED RATE 15 

DESIGN? 16 

1 These, of course, are estimates and cannot be guaranteed given the dynamics of each rate case and the inevitable 
changes to the Company and its expenses over time.   
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A. The Company is proposing a phase-in of consolidated rates over a three-year 1 

period for the residential rate class and a two-year phase in for the commercial 2 

class of customers.  Charges for residential class customers are summarized below 3 

in Table 3.  The Company believes that the proposed phase-in will provide 4 

economies of scale to all customers and is the best long-term solution to address 5 

infrastructure needs moving forward. 6 

 7 

Table 3 – EWAZ’s Proposed Residential Rate Design/Phase-in 

District 
Stand-Alone 

Proposed 
Rates 

Year 1  
Phase-in 

Year 2  
Phase-in 

Year 3  
Phase-in 

Sun City Wastewater $25.03 $29.82 $35.78 $41.02 
Sun City West Wastewater $42.00 $42.00 $41.02 $41.02 
Anthem Wastewater $61.48 $54.89 $47.76 $41.02 
Agua Fria Wastewater $76.09 $65.65 $53.83 $41.02 
Mohave Wastewater $89.44 $68.00 $51.74 $41.02 

  8 

IV. COMMUNITY CONSIDERATIONS 9 

Q. PLEASE DESCRIBE SOME OF THE ECONOMIC AND DEMOGRAPHIC 10 

CHARACTERISTICS OF THE COMPANY’S WASTEWATER 11 

DISTRICTS. 12 

A. A demographic and economic analysis completed in a report that Arizona State 13 

University (ASU) prepared for EWAZ examined the five wastewater districts 14 

included in the rate application. This is included in my testimony as exhibit SEB-15 

2. These are the Agua Fria, Anthem, Mohave, Sun City and Sun City West 16 

wastewater districts. Using detailed maps provided by EWAZ, each of the five 17 

wastewater districts’ Certificate of Convenience and Necessity (CC&N) 18 
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boundaries were initially matched to census tract level data from the 2010 1 

Decennial Census. A census tract represents the most granular level of geographic 2 

detail available that still provides a reasonable sample of households completing 3 

the long-form census questionnaire.  4 

The percent of the population age 65 and over in the EPCOR wastewater 5 

service districts is well above the statewide average in four of the five districts. 6 

Most notable are Sun City and Sun City West where the over-65 population is four 7 

to six times the average for the state of Arizona.  The level of this population (over 8 

65), is also a third higher than the state average in the Agua Fria wastewater 9 

service district, and almost 85% higher than the state average in the Mohave 10 

district.  Anthem is the only wastewater service district studied in which the 11 

percent of the population 65 and over is below the statewide average. 12 

Two of the EPCOR wastewater service districts, Agua Fria and Anthem, 13 

are comprised of households with education, incomes and housing values that are 14 

above the statewide average.  Households in Anthem have a mean annual income 15 

of $95,500.  That is 46% higher than the statewide income average of $65,400. 16 

Mean household income in the Agua Fria wastewater service district is $90,600, 17 

which is also above statewide averages.  Mean household income in the Sun City 18 

wastewater service district is $44,600, which is only 68% as high as the statewide 19 

average.  Mean household income in the Mohave wastewater service district is 20 

$51,600, which is only 79% as high as the statewide average.  Mean household 21 

income in Sun City West wastewater service district is $55,500 which is 85% as 22 

high as the statewide average. 23 

ASU’s study also analyzed the overall cost of existing wastewater service 24 

as a percentage of annual household income.  According to ASU, even with an 25 
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annual income below the statewide average, the cost of 10,000 gallons of water 1 

per month under the current wastewater tariff requires only 0.59% of the mean 2 

Sun City household income.  This is a lower burden for the mean household than 3 

the state average of 0.62% and is due to the fact that EWAZ’s existing wastewater 4 

tariffs for Sun City are the lowest of any of the Arizona districts we serve and 5 

among the very lowest in Arizona.   6 

Customers in Agua Fria and Mohave currently pay a substantially higher 7 

percentage of their household income.  In Agua Fria, customers pay 1.14% of their 8 

mean household income for wastewater service and Mohave is even higher at 9 

2.06%. This is due to the smaller district size and relative age of infrastructure 10 

versus Sun City or Sun City West. In numerous studies the EPA has established 11 

that water and wastewater bills requiring less than a 2.5% share of household 12 

income are considered affordable. Table 4 and the associated graph below details 13 

comparative data of the wastewater bills in the Company’s wastewater districts at 14 

a water usage level of 10,000 gallons per month (“gpm”) and the percentage of 15 

income the wastewater bill represents in that district compared to the Arizona 16 

statewide amounts.   17 
  18 
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 1 

Table 4 – Annualized Wastewater Bills as a Percent of Income 
(for consumption levels of 10,000 gallons per month) 

 
Monthly 

Wastewater Bill 
(10,000 gpm) 

Annual 
Wastewater Bill 

(10,000 gpm) 

Mean 
Household 

Income 

Annualized 
Wastewater Bill 
as % of Income 

Agua Fria District $71.16 $853.92 $75,000 1.14 
Anthem District $60.33 $723.96 $95,500 0.76 
Mohave District* $78.53 $766.08 $45,800 2.06 
Sun City District $22.11 $265.32 $44,600 0.59 
Sun City West District $32.46 $389.52 $55,500 0.70 
State of Arizona $38.42 $461.04 $65,400 0.70 

 *Mohave rate as of 9/1/17 2 

Q. DID THE COMPANY EVALUATE EXISTING RATES WITH THOSE 3 

CHARGED IN PEER GROUPS FOR THE FIVE WASTEWATER 4 

DISTRICTS? 5 

A. Yes, the ASU study assembled a peer group of other wastewater providers that are 6 

in the area for each wastewater district.  The average monthly wastewater charge 7 

of the 14 utilities surveyed, including the EWAZ systems, was $49.29 per month. 8 

The chart below summarizes the peer review. 9 
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Q. WHAT IS THE FINANCIAL IMPACT OF CONSOLIDATION ON A 2 

COMPANY-WIDE BASIS? 3 

A. Once the revenue requirement is updated to reflect the 2015 test year consolidation 4 

on a Company-wide basis as proposed in this case by EWAZ, the financial impact 5 

on the Company is revenue neutral.  As discussed earlier in my testimony, there 6 

are numerous tangible benefits that consolidation brings to all customers. The 7 

Company believes that the long-term benefits for all customers under 8 

consolidation outweigh any other considerations and we strongly urge the 9 

Commission to approve our request. 10 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 11 

A. Yes. 12 
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EPCOR Water Arizona
Wastewater Consolidation - Agua Fria, Anthem, Mohave, Sun City, & Sun City West
Test Year Ended December 31, 2015

Responsibility
Savings per 

Month (Hours)
Loaded 

Hourly Rate
$ Savings

Sr Accountant reconciliations (performed at legal entity level so minimal efficiency) 1.00                   $70.00 $70.00
Journal entry allocations 1.00                   $70.00 $70.00
regulatory annual and compliance reporting 3.00                   $70.00 $210.00

Acct II reconciliations (performed at legal entity level so minimal efficiency) 1.00                   $55.00 $55.00
regulatory annual and compliance reporting 3.00                   $55.00 $165.00

AP Specialist Invoice processing (minimal) 2.00                   $31.00 $62.00
AP Specialist Invoice processing (minimal) 2.00                   $31.00 $62.00
PR Analyst Payroll processing responsibilities would not change -                     $0.00

Acct II ECIS processing, bank recons and MIs would not change -                     $0.00
Sr Mgr, Acct Review of journal entries & reporting 3.00                   $85.00 $255.00

Acct II reconciliations (performed at legal entity level so minimal efficiency) 1.00                   $45.00 $45.00
rollforwards (estimated at 16 hours per month, 20% efficiency) 3.20                   $45.00 $144.00
regulatory reconciliation, analysis & reporting 10.00                 $45.00 $450.00

Analyst II processing blanket capitalizations (20% efficiency on 16 hours) 3.20                   $50.00 $160.00
regulatory reconciliation, analysis & reporting 10.00                 $50.00 $500.00

Captial Analyst project processing (minimal) 1.00                   $35.00 $35.00
Manager, Capital Review of journal entries, reconciliations, analysis & reporting 10.00                 $70.00 $700.00

Total 54.40                 $2,983.00

Sr Mgr, Rpt
review of budget, forecast, LTP, monthly reporting & monthly analysis 
savings and capital reporting

10.00                 $70.00 $700.00

Sr Financial Analyst budget, forecast, LTP, monthly reporting & monthly analysis savings 10.00                 $60.00 $600.00
Analyst II budget, forecast & LTP (no WW districts in NM) 4.00                   $55.00 $220.00

Total 24.00                 $1,520.00

Wastewater Consolidation Efficiencies
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EPCOR Water Arizona
Wastewater Consolidation - Agua Fria, Anthem, Mohave, Sun City, & Sun City West
Test Year Ended December 31, 2015

Responsibility
Savings per 

Month (Hours)
Loaded 

Hourly Rate
$ Savings

Wastewater Consolidation Efficiencies

Manager, HR Review HR compliance reporting 1.00 $65.00 $65.00
HR Coordinator HR compliance reporting 3.00 $40.00 $120.00
HR Generalist 0.00 $0.00

Total 4.00 $185.00

Manager, Tax 0.00 $0.00
Tax Acct 0.00 $0.00

Total 0.00 $0.00

Grand Total per Month 82.40                 $4,688.00

Annual Savings $56,256.00
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L. WILLIAM SEIDMAN RESEARCH INSTITUTE 

The L. William Seidman Research Institute serves as a link between the local, national, and international business 

communities and the W. P. Carey School of Business at Arizona State University (ASU).  

 

First established in 1985 to serve as a center for applied business research alongside a consultancy resource for the 

Arizona business community, Seidman collects, analyzes and disseminates information about local economies, 

benchmarks industry practices, and identifies emerging issues that affect productivity and competitiveness. 

 

Using tools that support sophisticated statistical modeling and planning, supplemented by an extensive 

understanding of the local, state and national economies, Seidman today offers a host of economic research and 

consulting services, including economic impact analyses, economic forecasting, general survey research, attitudinal 

and qualitative studies, and strategic analyses of economic development opportunities. 

 

Working on behalf of government agencies, regulatory bodies, public or privately-owned firms, academic 

institutions, and non-profit organizations, Seidman specializes in studies at the city, county or state-wide level.  

Recent and current clients include: 

 

 Arizona Commerce Authority (ACA) 

 Arizona Corporation Commission (ACC) 

 Arizona Department of Health Services (ADHS) 

 Arizona Dept. Mines and Mineral Resources 

 Arizona Hospital and Healthcare Association 

 Arizona Investment Council (AIC) 

 Arizona Mining Council 

 Arizona Public Service Corporation (APS) 

 Arizona School Boards Association 

 Arizona Town Hall 

 Banner Health 

 BHP Billiton 

 The Boeing Company 

 The Central Arizona Project (CAP) 

 Chicanos Por La Causa 

 The City of Phoenix Fire Department 

 Curis Resources (Arizona) 

 The David and Gladys Wright House Foundation 

 De Menna & Associates 

 Dignity Health 

 Environmental Defense Fund 

 Epic Rides/The City of Prescott 

 Excelsior Mining 

 Executive Budget Office State of Arizona 

 First Things First 

 Freeport McMoRan 

 Glendale Community College 

 Greater Phoenix Economic Council 

 HonorHealth 

 Intel Corporation 

 iState Inc. 

 Maricopa Integrated Health System 

 Navajo Nation Div. Economic Development 

 The Pakis Foundation 

 Phoenix Convention Center 

 The Phoenix Philanthropy Group 

 Phoenix Sky Harbor International Airport 

 Protect the Flows 

 Public Service New Mexico (PNM) 

 Raytheon 

 Republic Services Inc. 

 Rio Tinto 

 Rosemont Copper Mine 

 Salt River Project (SRP) 

 Science Foundation Arizona (SFAZ) 

 The Tillman Foundation 

 Turf Paradise 

 Valley METRO Light Rail 

 Tenet Healthcare 

 Vote Solar Initiative 

 Waste Management Inc. 

 Yavapai County Jail District 
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INTRODUCTION 
 

This report serves to compile and document information requested from the L. William 

Seidman Research Institute by EPCOR Water Arizona, Inc. (“EPCOR”).  There are two primary 

sources for the information presented.  Wastewater rates are taken from the 2014-15 Water 

and Wastewater Residential Rate Survey as commissioned and made available by the Water 

Infrastructure Finance Authority of Arizona (WIFA).  The reported rates in the WIFA study are 

current as of spring 2015.  Demographic and economic statistics for EPCOR service districts are 

calculated using census tract level data from the 2010 Decennial Census and the 2010-2014 

American Community Survey.  Other sources of primary data are noted within the report. 

 

 Five wastewater service districts are examined in this report.  These are for Agua Fria, 

Anthem, Mohave, Sun City and Sun City West.  Using detailed maps provided by EPCOR, each of 

the five wastewater service districts are initially matched to census tracts.  A census tract 

represents the finest level of geographic detail available that still provides a reasonable sample 

of households completing the long-form census questionnaire.  The geographic matches 

between service districts and census tract aggregates are imperfect.  The aggregates cannot 

provide exact figures for population or the number of housing units in EPCOR wastewater 

service districts.  However, the matches are close enough that the census tract aggregates can 

offer useful estimates of proportionate statistics such as share of the population over 65 and 

mean household income. 

 

The report concludes with brief insights about national trends in water and sewer rates 

(combined), based on CPI data which does not separately report data just for wastewater. 
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DEMOGRAPHIC AND ECONOMIC PROFILES 
 

Exhibit A1 summarizes the census tracts for the wastewater service district categories.  

EPCOR’s maps for each wastewater service district are illustrated in Exhibits A2.1-A2.5. 

 

 A demographic and economic overview of the five wastewater service districts is given 

in Exhibit A3.  Included among the variables is a measure of the relative size of the elderly 

population and various measures of economic well-being including educational attainment, 

income and home value. 

 

 The EPCOR wastewater service districts studied contain a relatively large number of 

elderly people.  The percent of the population age 65 and over is well above the statewide 

average in four of the five wastewater service districts.  Most notable are Sun City and Sun City 

West where the elderly share of the population is around four to six times the average for the 

State of Arizona.  The elderly share is also a third higher than the state average in the Agua Fria 

wastewater service district, and almost 85% higher than the state average in the Mohave 

district.  Anthem is the only wastewater service district studied in which the percent of the 

population 65 and over is below the statewide average. 

 

 Two of the EPCOR wastewater service districts, Agua Fria and Anthem, are comprised of 

households with education, incomes and housing values that are above the statewide average.  

Households in Anthem, who on average have a higher level of education than the average 

Arizonan, have a mean annual income of $95,500 and an average home value of $305,000.  

That is, 46% higher than the statewide average of $65,400 for income and 37% higher than the 

statewide average of $222,000 for home value.  Mean household incomes and home values in 

the Agua Fria wastewater service district are also well above statewide averages, at $90,600 

and $277,000 respectively. 

 

 Mohave, Sun City, and Sun City West wastewater service districts are comprised of 

households with mean incomes and house values that are below Arizona averages. 

 

Mean household income in Sun City wastewater service district is only 68 percent as 

high as the statewide average.  Mean household income in Mohave wastewater service district 

is $51,600 which is only 79 percent as high as the statewide average.  Mean household income 

in Sun City West wastewater service district is only 85 percent as high as the statewide average. 

 

The mean home value in Sun City wastewater service district is only 59 percent as high 

as the statewide average.  The mean home value in Mohave wastewater service district is only 
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74 percent as high as the statewide average.  In Sun City West wastewater service district, the 

mean home value is 87 percent as high as the statewide average. 

 

Rate Comparisons with Wastewater Service District Peer Groups 
 

 Exhibits B1-B5 compare wastewater rates charged by EPCOR with those charged by peer 

providers.  The reported rates are drawn from the WIFA study and are current as of spring 

2015.  Rates again are measured by calculating wastewater bills for three alternative levels of 

usage:  5,000 gallons, 10,000 gallons, and 15,000 gallons per month. 

 

 EPCOR wastewater rates in the Agua Fria wastewater service district are the highest 

among the four utilities compared at a usage level of 5,000 gallons per month.  Agua Fria 

wastewater service district rates are third highest in the peer group for usage levels of 10,000 

and 15,000 gallons per month. 

 

 Wastewater rates in the Anthem wastewater service district are the highest among the 

three utilities compared.  This holds regardless of the level of usage. 

 

Two peer providers are compared to Mohave – Bullhead City. and Lake Havasu City.1  

EPCOR wastewater rates in the Mohave wastewater service district are the highest among the 

three utilities compared at a usage level of 5,000 gallons per month, and second-highest for the 

other two usage levels. 

 

 Wastewater rates charged by EPCOR in its Sun City wastewater service district are 

second highest among the three utilities considered at a usage level of 5,000 gallons per month.  

EPCOR’s rates are the lowest in the peer group for usage levels of 10,000 and 15,000 gallons 

per month. 

 

 EPCOR’s Sun City West wastewater rates are the highest among peers for usage of 5,000 

gallons per month.  However, EPCOR’s rates fall to lowest compared with two peers at 15,000 

gallons per month. 

 

                                                 
1 There is no wastewater rate schedule published in WIFA for Bermuda. 
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Wastewater Bills as a Percent of Income 
 

 Exhibit C1 illustrates the financial burden of wastewater rates expressed with reference 

to mean household income.  Wastewater bills are calculated for two alternative levels of usage: 

5,000 gallons per month and 10,000 gallons per month.  These bills then are annualized and 

expressed as a percent of mean household income.  Each wastewater service district is 

represented and compared with the average burden across the State of Arizona. 

 

 Financial burdens for wastewater service are shown in Exhibits C2.1 and C2.2 at 5,000 

gallons per month and 10,000 gallons per month respectively. 

 

 EPCOR wastewater bills are largely independent of usage level, while in the state as a 

whole wastewater bills rise with the level of usage.  EPCOR service districts with the highest 

wastewater financial burdens are Mohave and Agua Fria.  The measured burdens in both of 

these districts are much higher than the Arizona average, especially at low levels of usage.  At 

5,000 gallons per month, Mohave is almost 2.5 times higher than the state average, and Agua 

Fria almost 2 times higher than the state average.  At 10,000 gallons per month, Mohave is 

almost 60% higher than the state average, and Agua Fria 25% higher. 

 

For the other three EPCOR districts, wastewater financial burdens are closer to the 

Arizona average at 5,000 gallons per month, and below the state average at 10,000 gallons per 

month.  Sun City West is almost 19% higher than the state average at 5,000 gallons per month, 

but 23% lower at 10,000 gallons per month.  Anthem is 10% higher than the state average at 

5,000 gallons per month, but over 16% lower at 10,000 gallons per month.  Sun City is on a par 

with the state average at 5,000 gallons per month, but 35% lower at 10,000 gallons per month. 
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DEMOGRAPHIC AND ECONOMIC PROFILES 

 

Exhibit A1: Census Tracts Used to Represent EPCOR Wastewater Service Districts 
 

Wastewater Districts: 
 

Census Tracts: 

Agua Fria 
 

405.21. 405.23, 506.06 

Anthem 
 

6102, 6103, 6104 

Mohave 
 

9520.02, 9520.04 

Sun City 
 

6154, 6174, 6175, 715.03-06, 716, 717.01-02, 718.01-02 

Sun City West 
 

405.06-07, 405.12-14, 405.22 
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Exhibit A2.1: Agua Fria Wastewater Service District 
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Exhibit A2.2: Anthem Wastewater Service District 
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Exhibit A2.3: Mohave Wastewater Service District 
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Exhibit A2.4: Sun City Wastewater Service District 
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Exhibit A2.5: Sun City West Wastewater Service District 
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Exhibit A3: Demographic and Economic Profiles of Five EPCOR Wastewater Service Districts 

  
Percent of 

         

Mean 
Household 

  
Adult Pop 

   
Percent of 

   
Percent of 

 
Income for 

  
w/ at least 

 
Mean 

 
Households 

 
Mean 

 
Population 

 
Householders 

  
Bachelor's 

 
Household 

 
w/ Income 

 
Home 

 
65 Years 

 
65 Years 

  
Degree 

 
Income 

 
< $20K 

 
Value 

 
and Over 

 
and Over 

             Agua Fria District 
 

36.3 
 

$90,600 
 

8.8 
 

$277,000 
 

18.4 
 

$74,800 

Anthem District 
 

44.2 
 

$95,500 
 

6.0 
 

$305,000 
 

10.2 
 

$73,400 

Mohave District 
 

13.1 
 

$51,600 
 

20.7 
 

$165,000 
 

25.5 
 

$42,500 

Sun City District 
 

19.7 
 

$44,600 
 

22.6 
 

$132,000 
 

62.5 
 

$41,700 

Sun City West District 
 

34.7 
 

$55,500 
 

14.7 
 

$193,000 
 

84.0 
 

$54,600 

             State of Arizona 
 

27.1 
 

$65,400 
 

18.4 
 

$222,000 
 

13.8 
 

$54,200 

             Source:  U.S. Department of Commerce, Census Bureau, 2010 Census and 2010-2014 American Community Survey 5-Year Estimates 
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RATE COMPARISONS WITH WASTEWATER SERVICE DISTRICT PEER GROUPS 
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WASTEWATER BILLS AS A PERCENT OF INCOME 
 
 
Exhibit C1: Annualized Wastewater Bills as a Percent of Income 
(for consumption levels of 5,000 and 10,000 gallons per month) 
 

 

Monthly  
Wastewater 

Bill 
(5,000 gpm) 

Annual 
Wastewater 

Bill 
(5,000 gpm) 

Monthly  
Wastewater 

Bill 
(10,000 gpm) 

Annual  
Wastewater 

Bill 
(10,000 gpm) 

Mean 
Household 

Income 

Annualized 
Wastewater 

Bill as 
% of Income 
(5,000 gpm) 

Annualized 
Wastewater 

Bill as 
% of Income 
(10,000 gpm) 

 

 

 

 
 

 
 

 
   

Agua Fria District $71.16 $853.92 $71.16 $853.92 $75,000 1.14 1.14 

Anthem District $52.00 $624.00 $60.33 $723.96 $95,500 0.65 0.76 

Mohave District $55.55 $666.60 $55.55 $666.60 $45,800 1.46 1.46 

Sun City District $22.11 $265.32 $22.11 $265.32 $44,600 0.59 0.59 

Sun City West District $32.46 $389.52 $32.46 $389.52 $55,500 0.70 0.70 

  
 

 
 

   
State of Arizona $33.78 $405.36 $38.42 $461.04 $65,400 0.62 0.70 
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NATIONAL TRENDS IN WATER AND SEWER RATES 
 
 Nationwide, water and wastewater rates have been rising much faster than the general 

price level (see Exhibit D).  Since 2000, U.S. water and sewer rates have increased at an average 

annual rate of 5.3 percent.2  This compares with overall CPI inflation of 2.2 percent per year. 
 

 Water and wastewater rates have been rising more slowly in Arizona than in the nation 

as a whole.  Data from a 1999 WIFA survey indicated that monthly water and sewer bills in 

Arizona (based on assumed monthly usage of 7,500 gallons for drinking water and 5,000 gallons 

for wastewater) were $44.99 per month at that time.  Results from the most recent 2015 WIFA 

survey revealed the average monthly bill for that amount of usage to be $81.16.  The implied 

annual rate of inflation in Arizona water and sewer rates is 3.8 percent.  This compares with an 

annual rate of U.S. inflation in water and sewer of 5.3 percent. 

 

 Although water and wastewater rates have risen more slowly in Arizona than in the 

nation, Arizonans spend more on water and sewer than U.S. households.  BLS data from the 

2014 Consumer Expenditure Survey indicates that the average U.S. household spends $530 per 

year on water, sewerage and trash collection.  Households in the Western region of the country 

spend $673 on water, sewer and trash.  WIFA’s calculations for a representative Arizona 

household put annual water and sewer bills alone (not trash) at $974 per year. 

                                                 
2 The national trend insights extend beyond wastewater because CPI does not report separate data for wastewater from water. 
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Source:  U.S. Department of Labor, Bureau of Labor Statistics 
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