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Dissent by Commissioner Brenda Burns

Decision #73736 did not grant DSIC. Instead, the Decision stated:

[W]e conclude that the Eastern Group, due to the age of some of its systems and the

resulting increased need for infrastructure replacement and improvement, necessitates a
somewhat higher COE (page 61, lines 15-17)

However, this Decision allows for a different mechanism to fund that infrastructure replacement
and improvement (SIB) and preserves the same ROE from Decision #73736, thereby authorizing
double recovery.

In this case:

AWC proposed a cost of common equity of 12.5%
RUCO proposed a cost of common equity of 9.4%
Staff proposed a cost of common equity of 9.4%

Decisions, since 2010, have granted the following ROEs, for Class A and Class B companies
(not including this AWC case):

Class A: 9.37% (average, of seven companies)
Class A: 9.50% (median)

Class B: 9.52% (average, of six companies)
Class B: 9.50% (median)

The results, reflected above, are remarkably consistent. Therefore, if we had awarded 10.0% to
AWC, in this Decision, we still would have granted an ROE that is fifty basis points higher than
recent history’s median. It must also be noted that current interest rates have been at historic
lows. On top of that, we awarded SIB.

During my tenure, I have been receptive to and advocated for crucial water reforms. This
Commission, over the last two-plus years, has done an admirable job of meeting the challenges
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of adopting new policies by doing so in a prudent and cogent manner. Due to years of
workshops, meetings with stakeholders, evidence presented in various rate cases and discussions
in Open Meetings I have been persuaded that a DSIC-like mechanism is a reform proposal worth
executing. I believe, when appropriate, a properly implemented DSIC/SIB mechanism can help
ensure infrastructure integrity, provide stability for a water company and lessen rate shock for
customers.

If AWC had originally been awarded a 10.0% ROE, in tandem with this Commission’s first ever
DSIC-like mechanism, as suggested by the ROO, it would have been a fair outcome. The AWC
ratepayers should not be asked to pay for an elevated ROE while also being the test case for a
newly approved SIB.

This Decision is not in the best interest of the ratepayers and now potentially exposes the
Commission to litigation that could jeopardize the worthy features of SIB. I would hate to see a
lot of good work, performed by stakeholders and ACC staff, fall by the wayside because of this
action. For the reasons stated above, I must dissent.

Sincerely,

Brenda Burns
Commissioner
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