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INTRODUCTION 1 

Q. Please state your name for the record. 2 

A. My name is Rodney Lane Moore. 3 

 4 

Q. Have you previously filed testimony regarding this docket? 5 

A. Yes, I have.  I filed direct testimony in this docket on June 16, 2006. 6 

 7 

Q. What is the purpose of your surrebuttal testimony? 8 

A. My surrebuttal testimony will address the Company’s rebuttal comments 9 

pertaining to adjustments I sponsored in my direct testimony. 10 

 11 

SUMMARY OF ADJUSTMENTS 12 

Q. What areas will you address in your surrebuttal testimony? 13 

A. My surrebuttal testimony will address the following RUCO proposed 14 

adjustments: 15 

1. Rate Base Adjustment No.  1 – Deferred Income Tax; 16 

2. Rate Base Adjustment No.  2 – Accumulated Amortization Of CIAC; 17 

3. Rate Base Adjustment No.  3 – Allowance For Working Capital; 18 

4. Rate Base Adjustment No.  4 – Accumulated Depreciation; 19 

5. Rate Base Adjustment No.  5 – Disallowance Of Excess Capacity; 20 

6. Operating Income Adjustment No. 1 – Depreciation Expense; 21 

7. Operating Income Adjustment No. 2 – Property Tax Computation; 22 

8. Operating Income Adjustment No. 3 – Rate Case Expense; 23 
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9. Operating Income Adjustment No. 10 – Inappropriate Expenses; 1 

10. Operating Income Adjustment No. 13  - Income Tax Expense; 2 

11. Cost Of Capital; and 3 

12. Rate Design and Proof of Recommended Revenue. 4 

To support the adjustments in my surrebuttal testimony, I prepared 5 

thirteen Surrebuttal Schedules numbered SURR RLM-1 through SURR 6 

RLM-10, and SURR RLM-13, SURR RLM-14 and SURR RLM-15, which 7 

are filed concurrently in my surrebuttal testimony. 8 

 9 

RATE BASE 10 

Rate Base Adjustment No. 1 – Deferred Income Taxes 11 

Q. Please explain your adjustment to deferred income taxes. 12 

A. My adjustment accepts the Company’s rebuttal adjustment for the 13 

inclusion of deferred income tax in the instant case. 14 

 15 

Therefore, I did not adjust the Company’s rebuttal level of accumulated 16 

deferred income taxes. 17 

 18 

Rate Base Adjustment No. 2 – Accumulated Amortization Of CIAC 19 

Q. Please explain your adjustment to the accumulated amortization of CIAC. 20 

A. My adjustment corrects the Company’s original calculation.  I discovered 21 

the Company workpapers for the CIAC amortization adjustment contained 22 

erroneous formulae.  After a discussion with the Company, an 23 
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understanding was reached to accept RUCO’s surrebuttal adjustment to 1 

the accumulated amortization of CIAC. 2 

 3 

As shown on Schedule SURR RLM-2, column (D) this adjustment 4 

decreases the total rate base by: 5 

($6,576). 6 

 7 

Rate Base Adjustment No. 3 – Allowance For Working Capital 8 

Q. Please explain your adjustment to the allowance for working capital. 9 

A. My adjustment consists of two elements.  First, I reversed the Company’s 10 

rebuttal adjustment to eliminate issues between Gold Canyon and Staff by 11 

reducing the allowance for working capital to zero; and the second 12 

adjustment represents RUCO’s surrebuttal level of operating expenses 13 

that are reflected in the allowance. 14 

 15 

Q. Please explain the first element of your adjustment to the allowance for 16 

working capital. 17 

A. Even though the Company states it does not agree with Staff’s rationale, 18 

to eliminate issues between Gold Canyon and Staff the Company reduced 19 

the allowance for working capital to zero to accept Staff’s adjustment. 20 

 21 

However, RUCO believes its computation produces an amount of working 22 

capital allowance that is reasonable. 23 
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Q. Please explain the second element of your adjustment to the allowance for 1 

working capital. 2 

A. This adjustment represents RUCO’s recommended level of operations 3 

and maintenance expenses which form the components of the allowance 4 

for working capital. 5 

 6 

Q. Please summarize your adjustment to the allowance for working capital. 7 

A. As shown on Schedule SURR RLM-3, column (B) the two elements of this 8 

adjustment increase the total rate base by: 9 

$119,398. 10 

 11 

Rate Base Adjustment No. 4 – Accumulated Depreciation Related To 12 

Retired Plant 13 

Q Please explain your adjustment to the accumulated depreciation related to 14 

the Company’s rebuttal adjustment to plant retirements. 15 

A. My adjustment corrects the Company’s rebuttal calculation.  I discovered 16 

the Company workpapers for the accumulated depreciation adjustment 17 

contained erroneous formulae.  After a discussion with the Company, an 18 

understanding was reached to accept RUCO’s surrebuttal adjustment to 19 

the accumulated depreciation. 20 

As shown on Schedule SURR RLM-2, column (F) this adjustment 21 

increases the total rate base by: 22 

$5,397. 23 



Surrebuttal Testimony of Rodney L. Moore 
Gold Canyon Sewer Company 
Docket No. SW-02519A-06-0015 
 

6 

Rate Base Adjustment No. 5 – Disallowance Of Excess Capacity 1 

Q. After analyzing the Company’s rebuttal testimony, is RUCO revising its 2 

adjustment to disallow excess capacity? 3 

A. No.  After a thorough analysis of the Company’s rebuttal testimony, I 4 

determined that the Company misrepresented RUCO’s position and 5 

presented information which is false, irrelevant and misleading. 6 

 7 

Q. Please explain how the Company misrepresented RUCO’s 8 

recommendation to disallow excess capacity. 9 

A. The Company makes two erroneous statements in its rebuttal testimony to 10 

undermine RUCO’s in-depth analysis and determination of the portion of 11 

excess capacity existing in the treatment facility.  First, the Company 12 

misrepresents the basis for RUCO’s determination of the percent of 13 

excess capacity; and second, the Company disputes the total costs 14 

associated with the wastewater plant expansion. 15 

 16 

Q. Please explain how the Company misrepresents RUCO’s analysis and 17 

recommended 28.05 percent of excess capacity. 18 

A. The Company states that the underpinning of RUCO’s recommendation is 19 

based on a 2005 year-end influent flow rate of 708,000 gpd.  This is false.  20 

RUCO based its recommended 28.05 percent excess capacity, very 21 

conservatively, on the year-end 2008 projected flow rate as estimated by 22 

the Company. 23 
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I relied on the Company’s response to RUCO data request 2.6 in making 1 

my adjustment.  That data was as follows: 2 

2008 Projected Flow Rate (mgd) 1.367 3 

Maximum Flow Rate (mgd) 1.900 4 

2008 Projected Excess Capacity (mgd) 0.533 5 

Percentage of 2008 Projected Flow To Maximum Flow 28.05% 6 

Moreover, the Company further tries to denigrate RUCO and distance 7 

itself from the information it provided in RUCO data request 2.6 by now 8 

adopting the more aggressive estimates stated in Staff witness Mr. Scott’s 9 

direct testimony.  However, in doing so, the Company distorts the 10 

parameters by arbitrarily interchanging “peak flow” with “average monthly 11 

flow rate” in an attempt to discredit RUCO’s recommendation.  The ADEQ 12 

discharge permit, the engineer’s plant capacity evaluation and the 13 

expansion design specification all refer to “average monthly flow rate” as 14 

the standard criteria for determining plant capacity.  The actual 2005 year-15 

end average monthly flow rate was recorded at 889,857 gpd (as 16 

compared to the Company’s slightly lower estimate provided to RUCO of 17 

708,000 gpd).  Therefore, the Company’s statement in its rebuttal 18 

testimony that it can easily support 1.5 million gpd of capacity (based on 19 

an actual peak test-year flow of 1.17 million gpd) as being utilized during 20 

the test year is a false and ill conceived attempt to justify its position that 21 

there is no excess capacity. 22 

. . . 23 
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RUCO maintains that the Company’s estimate of the 2008 year-end 1 

average monthly flow rate is a reasonable criteria in determining the 28.05 2 

percentage of excess capacity in Gold Canyon’s wastewater treatment 3 

facility. 4 

 5 

Q. Please explain how the Company attempts to reduce the actual costs 6 

associated with the treatment plant expansion project. 7 

A. The Company states that the $1.4 million of plant expansion costs 8 

associated with odor and noise control have nothing to do with capacity 9 

and therefore, should not be subject to RUCO’s excess capacity 10 

adjustment. 11 

 12 

The premise that the odor and noise control costs are not associated with 13 

the plant expansion is false.  The $1.4 million for odor and noise control 14 

are embedded in the $10.3 million total plant expansion costs.  These 15 

odor and noise controls are an integral part of the treatment facility and 16 

are designed to adequately abate odor and noise at full capacity. 17 

 18 

Therefore, for the reasons stated in my direct testimony, the existing 19 

ratepayers should not be burdened with costs associated with 28.05 20 

percent of the odor and noise control costs, since 28.05 percent of the 21 

costs of these controls will not be used or useful until plant is fully utilized. 22 

. . . 23 
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Q. Please summarize RUCO’s surrebuttal position on the disallowance of 1 

excess capacity for the wastewater treatment plant. 2 

A. As shown on SURR RLM-5, RUCO recommends 28.05 percent of the net 3 

costs of the wastewater treatment plant expansion be deemed excess 4 

capacity and removed from rate base. 5 

As shown on Schedule SURR RLM-2, column (G) this adjustment 6 

decreases the total rate base by: 7 

($2,789,016). 8 

 9 

OPERATING INCOME 10 

Operating Income Adjustment No. 1 – Depreciation Expense 11 

Q. Please explain your adjustment to the test-year depreciation expense. 12 

A. As shown on Schedule RLM-8, this adjustment reflects RUCO’s end of 13 

test year gross plant in service and calculates the depreciation expense 14 

based on depreciation rates proposed by the Company and accepted by 15 

RUCO.  The entire adjustment is driven by the disallowance of excess 16 

capacity in the treatment plant as explained previously in my testimony. 17 

 18 

As shown on Schedule RLM-7, column (D), this adjustment decreases 19 

adjusted test-year operating expenses by: 20 

($126,723). 21 

. . . 22 

. . . 23 
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Operating Income Adjustment No. 2 – Property Taxes 1 

Q. Please reiterate RUCO’s position on the calculation of property taxes. 2 

A. The evidence continues to show, despite the Commission’s failure to 3 

recognize it, that the use of the ADOR formula to estimate property taxes 4 

is a much more accurate estimate of actual property tax than the 5 

methodology that the Company proposes and the Commission has 6 

historically adopted.  7 

 8 

Regardless of the Company’s rhetoric, Gold Canyon is requesting 9 

property tax expenses of $255,139 to cover an actual 2005 property tax 10 

liability of $143,662.58 (see Exhibit A) an over-collection of $111,476.  11 

Moreover, this 2005 property tax bill was payable in two equal segments 12 

of $71,831.29 due November 1, 2005 and May 1, 2006. 13 

 14 

RUCO’s estimated test-year property tax assessment is $175,355, which 15 

is still $31,692 greater than the 2005 actual expense. This evidence 16 

clearly demonstrates that ADOR’s method more closely approximates the 17 

Company’s actual post-test year property tax bill than does the Company 18 

and Staff methodology. 19 

 20 

The Commission should adopt RUCO’s approach and recognize the 21 

ADOR methodology as the best measure of estimating actual property tax 22 

expense. 23 
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With all due respect, the evidence has shown and continues to show, as in 1 

this case, that the ADOR methodology is the most accurate. In this case, if 2 

the Commission approves the Company’s methodology, property taxes for 3 

2005 will be overstated and allow the Company to over earn for several 4 

years. 5 

 6 

As shown on Schedule RLM-7, column (E), this adjustment decreases 7 

adjusted test-year operating expenses by: 8 

($79,784). 9 

 10 

Operating Income Adjustment No. 3 – Rate Case Expense 11 

Q. After analyzing the Company’s rebuttal testimony, is RUCO revising its 12 

adjustment to rate case expenses? 13 

A. No.  Even though the Company rejects RUCO’s rate case expense level 14 

for several reasons, there is no sufficiently compelling evidence presented 15 

to make an adjustment to the rate case expense. 16 

 17 

Q. Please explain RUCO’s reasons to dispel the Company’s arguments for 18 

higher rate case expenses. 19 

A. First, RUCO, through discovery, requested details to support the 20 

Company’s estimated $160,000 for rate case expenses.  However, the 21 

Company objected to RUCO’s request and stated the information RUCO 22 

seeks is not available.  The Company did provide two sets of source 23 
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documents totaling $109,000.  After reviewing the first set of documents 1 

totaling $54,000, RUCO determined over $32,000 of the expenses 2 

incurred were questionable and identified those charges to the Company 3 

in response to Gold Canyon’s data request 1.29 (See Surrebuttal Exhibit B 4 

– RUCO Response To GCSC DR 1.29). 5 

 6 

Furthermore, after reviewing the second set of supplemental documents 7 

totaling $77,000, RUCO determined over $40,000 of these expenses were 8 

questionable. 9 

 10 

Therefore, presently, RUCO considers $72,000 out of the actual $109,000 11 

of rate case expenses to be questionable and requiring further scrutiny to 12 

determine their reasonableness as an allowable expense. 13 

 14 

Since the Company is either unwilling or unable to adequately explain the 15 

cost components of the estimated $160,000 for rate case expense, RUCO 16 

relied on comparable expenses authorized in similar type rate cases. 17 

 18 

Second, RUCO attempted on several occasions to help the Company 19 

mitigate rate case expenses by suggesting cost saving alternatives.  20 

RUCO contacted Fennemore Craig and suggested the Company could 21 

mitigate copying costs by reducing the number of voluminous responses 22 

to one copy instead of the usual two copies.  Fennemore Craig rejected 23 
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RUCO’s offer.  Then RUCO requested the Company honor the standard 1 

language in all of RUCO’s data request cover letters, which requests the 2 

Company contact RUCO where volumes of material are involved to 3 

discuss limiting the response.  However, the Company again rejected 4 

RUCO’s request and remains unwilling to limit or reduce rate case costs. 5 

(See Surrebuttal Exhibit C – RUCO Initiated Correspondence To Mitigate 6 

Rate Case Expense). 7 

 8 

Simply because the Company incurs costs does not necessarily and 9 

automatically mean those expenses are fair and reasonable.  Ratepayers 10 

should not be burdened with frivolous, exorbitant and/or avoidable rate 11 

case expenses. 12 

 13 

Third, the Company suggests it does not control the costs.  However, the 14 

Company does have control over its costs.  For instance, as I explained 15 

above, objecting or denying to provide commonly requested information 16 

creates costly unnecessary litigation; also, providing unnecessarily 17 

voluminous stacks of data creates preventable costs.  The Company has 18 

control over the issues it chooses to litigate as well as over the consulting 19 

fees it chooses to spend. 20 

. . . 21 

. . . 22 

. . . 23 
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Fourth, the Company suggests a different group of recent rate cases 1 

would provide a comparatively higher rate case expense.  However, 2 

RUCO was not an intervenor in many of those cases and did not propose 3 

an adjustment to rate case expenses in any of the Company’s comparison 4 

group.  RUCO chooses to utilize comparable companies with which it has 5 

first hand knowledge of the facts and circumstances in its group of rate 6 

cases. 7 

 8 

Thus, for reasons explained here and in my direct testimony and as shown 9 

on SURR RLM-7, column (F) this adjustment decreases adjusted test-year 10 

operating expenses by: 11 

($22,500). 12 

 13 

Operating Income Adjustment No. 10 – RUCO Removal Of Inappropriate 14 

Expenses 15 

Q. After analyzing the Company’s rebuttal testimony, is RUCO revising its 16 

adjustment to remove inappropriate expenses unnecessary for the 17 

provisioning of utility services? 18 

A. No.  I continue to advocate for the disallowance of expenses RUCO 19 

deems inappropriate and/or unnecessary for the provisioning of utility 20 

services.  The Company’s rebuttal adjustment number 4 accepts $1,334 of 21 

RUCO’s recommended disallowance. 22 

. . . 23 
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However, as shown on Schedule SURR RLM-10, RUCO is recommending 1 

further decreases to adjusted test-year expenses of: 2 

($264). 3 

 4 

Operating Income Adjustment No. 13 – Income Tax Expense 5 

Q. What adjustments have you made to the test-year Income Tax Expense 6 

account? 7 

A. As shown on Schedule SURR RLM-13, I recalculated total test-year 8 

income taxes to reflect calculations based on my surrebuttal adjusted test-9 

year revenue and expenses. 10 

 11 

As shown on Schedule SURR RLM-7, column (H), this adjustment 12 

decreases adjusted test-year expenses by: 13 

($81,921). 14 

 15 

COST OF CAPITAL 16 

Q. Is RUCO proposing a surrebuttal adjustment to the Company proposed 17 

cost of capital? 18 

A. Yes, it is.  This adjustment decreases the Company’s rebuttal cost of 19 

common equity and therefore decreases its weighted cost of capital by 20 

196 basis points from 10.50 to 8.54 percent to reflect current market 21 

conditions. 22 

. . . 23 
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This adjustment is fully explained in the surrebuttal testimony of RUCO 1 

witness William A. Rigsby. 2 

 3 

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE 4 

Q. Have you revised your Schedule presenting your recommended rate 5 

designs? 6 

A. Yes, as shown on Schedule SURR RLM-15, I am recommending a rate 7 

design that is consistent with RUCO’s recommended revenue allocations 8 

and requirements as revised in my surrebuttal testimony.  The rate design 9 

provides for approximately 37 percent increase equally across all classes 10 

of service, which is a 60 percent decrease over the Company’s requested 11 

92 percent. 12 

 13 

Q. Have you revised your Schedule presenting proof of your recommended 14 

revenue? 15 

A. Yes, I have.  As shown on Schedule SURR RLM-15, starting below line 5, 16 

my recommended rate design will produce the recommended required 17 

revenue as revised in my surrebuttal testimony. 18 

 19 

Q. Does this conclude your surrebuttal testimony? 20 

A. Yes, it does. 21 



 

 

 




















