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oaxglm. a lAg .
we 8

2883 GET $5 tip 8:

DU5..sf.».. I

4549498 QM.r "at 34.947 18 ;  .

I *,.

F* 0 I

.¢"
f  s

Cb

0000077822
II I II

7 '_.:£,» 'IW

FROM : Ernest G. Johnson
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Utilitie s  Divis ion
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Date : October 15, 2007

BE AVE R  DAM W ATE R  C O MP ANY,  INC .  AP P LIC ATIO N F O R
CERTIFICATE OF CONVENIENCE AND NECES S ITY FOR
WAS TEWATER DOCKET NO. S W-03067A-06_0397

NEW

Revised Pro-Forma Income Statement

During the  he a ring on the  a bove  re fe re nce d ca se  he ld Octobe r 3, 2007, Adminis tra tive
La w Judge  Kinse y dire cte d S ta ff to docke t a  la te -file  e xhibit on S ta ff" s  re vie w of Be a ve r Da m
Wate r Company, Inc.'s  ("Company" or "Beave r Dam") revised Pro-Forma  Income  S ta tement.

S ta ff has  had the  opportunity to review the  revised pro-forma income s ta tement submitted
by Be a ve r Da m in its  obje ction to the  S ta ff Re port. This  re vis e d pro-forma  income  s ta te me nt
pre se nts  a  ye a r five  ope ra ting income  of $50,445 on re ve nue s  of $203,400. Be ca use  no pla nt
investment is  given, S ta ff cannot comment as  to what re turn on equity is  genera ted by the  figures
in the  new pro-forma income s ta tement.

S ta ff doe s  note  tha t the re  is  a n e rror conce rning ope ra ting e xpe nse s . S pe cifica lly the
Company has  fa iled to account for any deprecia tion expense . S ta ff a ssumes  the  pro-forma  was
ge ne ra te d  with  the  Compa ny's  re que s te d  ca p ita l s truc tu re  o f 100% a dva nce s  in  a id  o f
cons truction ("AIAC" or "a dva nce s "). The  Compa ny s e e ms  to be  a ccounting for AIAC a s  if it
wa s  a  contribution in a id of cons truction ("CIAC"). While  the re  is  no de pre cia tion e xpe ns e
taken on CIAC, deprecia tion is  taken on advances.

If the  Company was  to properly account for deprecia tion, the  opera ting income  shown on
its  pro-forma  would be  de cre a s e d a ccordingly by tha t s a me  a mount. If th is  pro-forma  wa s
genera ted with a  tota l inves tment comparable  to the  figure  the  Company previous ly submitted to
S ta ff, the  de pre cia tion e xpe ns e  would be  a pproxima te ly $34,432. This  would de cre a s e  the
Compa ny's  pro-forma  ope ra ting income  in ye a r live  to a pproxima te ly $16,000 from $50,445.
Staff estimates  tha t the  deprecia tion in years  1-5 to be  approximate ly $156,000.

Ari20na Corporation commission

DOCKETED
UCT 152007

RE:

DOCKEIE() nv`1'-wt]



\-

Sta ff would a lso note  tha t the  Company does  not appea r to be  re funding advances  until
ye a r five  of the  inve s tme nt. During the  firs t five  ye a rs  in which the  Compa ny doe s  not re fund
advances , deprecia tion expense  would be  applied to the  advanced plant in se rvice . This  would
furthe r degrade  the  Company's  equity inves tment. The  Company e ssentia lly would ope ra te  with
a  nega tive  ra te  base  for the  firs t five  yea rs  of ope ra tion a s  the  Company would not infuse  equity
into the  Company until it begins  re funds of the  advances  a t the  end of year five .

EGG:DRE:kdh

Origina l: De rek R. Eaddy



Ur
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Beaver Dam Water Company
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Beaver Dam, Arizona  86432
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Phoenix, Arizona  85007
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