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EXECUTIVE SUMMARY
CORDES LAKES WATER COMPANY

DOCKET NO. WS-02060A-07-0256

The Surrebuttal Testimony of Staff witness Gary McMurry addresses the following issues :

Rate Design - On page 22 of Direct  Testimony,  Staff recommends a  change to the three-t ier
inverted block to correct a typing error. The 3/4-inch customer classes presently have break-over
points for the 2nd tier at 10,000 gallons for these three tiers. Staff adjusted the 2nd tier beak-over
point from 10,000 gallons to 8,000 gallons as shown on GTM-24.

Impact to the median customer bill --. On page 24 of Direct Testimony the impact to the median
customer bill is shown to decrease by $0.14 or -0.9 percent, from $15.77 to $15.63. This is the
result of a formula error. Staffs adjusted impact to the typical 3/4-inch meter bill with a median
use of 2,645 gallons would increase by $2.64 or 16.7 percent, from $15.77 to $18.41.

Rate Design Schedules - Staff s Direct Testimony Schedule GTM-24 shows the first, second and
third tier rates per 1,000 gallons for 3/4-inch customers at $1 .75, 2.60, and $3.10, respectively. The
correct Schedule GTM-24 has the per 1,000 gallons charges for the first tier at $2.80, the second tier
at $4.22, and the third tier rate at $5 .00, respectively. Staff also recommends replacing GTM-25
and GTM-26 to correct errors resulting from the changes in the tier rates on GTM-24.

Response to the Rebuttal Testimony of Mr. Neil Folk ran:

1.  Mr .  Folk ran requests  tha t  the Staff repor t  as  filed be adopted ". . .  but  with the tacit
acknowledgement that the Company may, prior to its next application, take appropriate
measures to "reinstate" the amounts for plant removed."

2. Rate Base Adjustment No. 1 - Land - Staff continues to recommend that the cost of the real
estate parcel be excluded from the rate base. The land is not being utilized for utility
purposes and the Company has not provided any support as to what or when the land will be
put into service.

3. Rate Base Adjustment No. 3 .-- Unsupported Plant - Staff continues to recommend the
removal of unsupported plant in service of $350,954. The Company, contrary to its claim,
did not maintain the necessary transaction detail so that a proper determination of the Plant-
in-Service values could be made during the audit process.



S urre butta l Te s timony of Ga ry McMurry
Docke t No. W-02060A-07-0256
Page 1

1 INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3

4

5

My na me  is  Ga ry McMurry. I a m a  P ublic Utilitie s  Ana lys t IV e mploye d by the  Arizona

Corpora tion Commis s ion ("Commis s ion") in the  Utilitie s  Divis ion ("S ta ff"). My bus ine s s

address is  1200 West Washington Stree t, Phoenix, Arizona 85007.

6

7 Q- Brie fly d e s c rib e  yo u r re s p o n s ib ilit ie s  a s  a  P u b lic  Utilit ie s  An a lys t  IV.

8 I a m  re s p o n s ib le  fo r  th e  e x a m in a t io n  a n d  v e r ific a t io n  o f fin a n c ia l a n d  s ta t is t ic a l

9

1 0

inform a tion inc lude d in  utility ra te  a pplica tions ,  fina ncing a pplica tions  a nd va rious  othe r

ma tte rs . In a ddition, I de ve lop re ve nue  re quire me nts , pre pa re  writte n re ports , te s timonie s ,

1 1 a n d  s c h e d u le s  th a t in c lu d e  S ta ff re c o m m e n d a tio n s  to  th e  C o m m is s io n . I a m  a ls o

1 2 re spons ible  for te s tifying a t forma l he a rings  on the se  ma tte rs .

1 3

1 4 Q- Are  yo u  th e  s a me  Ga ry Mc Mu rry wh o  p re vio u s ly s u b mitte d  p re -file d  te s timo n y in

1 5 this case?

1 6 Ye s , I a m.

1 7

1 8 P URP OS E OF S URREBUTTAL TES TIMONY

1 9 Q» What is  the  purpos e  of your Surrebutta l Tes timony in this  proceeding?

20

2 1

22

A.

A.

A.

A. The  purpos e  of m y S urre butta l Te s tim ony in  th is  proce e ding is  to  re s pond,  on  be ha lf of

S ta ff,  to  the  Re butta l Te s tim onie s  of Mr.  Ne il Folk ra n ,  Vice  P re s ide nt,  who re pre s e nts

Corde s  La ke s  Wa te r Compa ny in this  ma tte r.



S ulre butta l Te s timony of Ga ry McMurry
Docke t No. W-02060A-07-0256
Page 2

1 Did Staff attempt to address every issue raised by the Company in its Rebuttal

2 Tes timony?

3

4

5

6

7

No . This  te s timony is  limite d to  ce rta in  is s ue s  a s  outline d be low. S ile nce  on a ny

pa rticula r is sue  ra ise d in the  Compa ny's  Re butta l Te s timony doe s  not indica te  tha t S ta ff

a gre e s  with the  Compa ny's  s ta te d Re butta l pos ition on the  is s ue . I re ly on my Dire ct

Te s timony unle s s  modifie d by this  S urre butta l Te s timony. S ta ff s  re comme nda tions  a re

shown in the  a ttached Surrebutta l Schedules  GTM-l through GTM-26.

8

9 Q- What is s ues  will Staff addres s ?

1 0 Sta ff will address  the  issues  lis ted be low tha t a re  discussed in the  Rebutta l Tes timonies  of

1 1 Compa ny witne sse s  Mr. Ne il Folk ra n.

1 2

1 3

1 4

1. Ra te  Base  Adjus tment No. One  - Land

2. Ra te  Base  Adjus tment No. Three  - Unsupported P lant

1 5

1 6 S UMMAR Y O F  R E C O MME NDATIO NS

1 7 Q-

1 8

Please provide a summary of Staff's Surrebuttal recommendations for Cordes Lakes

Water Company ("Cordes").

1 9 S ta ff continue s  to  re comme nds  tha t the  a djus tme nts  ma de  in  its  Dire ct Te s timony

20

A.

A.

Q.

A.

concerning land and unsupported Plant-in-Service  be  re ta ined.



S urre butta l Te s timony of Ga ry McMurry
Docke t No. W-02060A-07-0256
Page 3

1 RESPONSE TO REBUTTAL TESTIMONY OF NEIL FOLKMAN

2 RATE BASE ADJUSTMENTS

3

4

Rate Base Adjustment No. 1 - Land

Please describe the Company's opposition to the treatment proposed by Staff relative

to rate base adjustment No. 1.

Q~

5

6

7

8

9

10

11

The  Compa ny s ta te s  tha t the  "prope rty will like ly be  us e d for its  inte nde d purpos e  prior to

a nothe r a pplica tion for a  ra te  inc re a s e ..." The  Compa ny goe s  on  to  ind ic a te  tha t the

imme dia te  s ta nda rd s e e ms  a rbitra ry a nd unre a s ona ble . S ince  the  Compa ny's  la s t ra te  ca s e

wa s  1984, S ta ff ha s  no re a s on to  doubt tha t the  la nd will be  produc tive  in  the  inde finite

future . Howe ve r, the  la nd is  curre ntly not productive  a nd the  Compa ny ha s  not s upplie d

s ta ff with the  ne ce s s a ry docume nta tion tha t the  la nd will be come  us e d a nd us e ful in the

imme dia te  future .12

13

14

15

16

17

Rate Base Adjustment No. 3 .- Unsupported Plant

Please describe the Company's opposition to the treatment proposed by Staff relative

to rate base adjustment No. 3.

Q-

18

19

20

21

The  Compa ny ha s  obi e cte d to the  re mova l of uns upporte d pla nt a dditions  on the  grounds

tha t it is  una ble  "to a lloca te  ite ms  purcha s e d s pe cifica lly to the  Corte s  S ys te m." P rior to

2004, the  Compa ny s ta te s  tha t "no e ffort wa s  ma de  to a lloca te  pla nt a nd e quipme nt to the

diffe re nt s ys te ms ..." The  Compa ny did not ma inta in the  ne ce s s a ry tra ns a c tion de ta il s o

tha t a  prope r de te rmina tion  of P la nt-in-S e rvice  va lue s  could  be  ma de  during  the  a udit

22 proces s .

23

24 Q- Does this conclude your Surrebuttal Testimony?

25

A.

A.

A. Ye s , it doe s .



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
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SURREBUTAL TESTIMONY OF Gary T McMurry
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CORDES LAKES WATER COMPANY
Docket no. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY
ORIGINAL

COST

(B)
COMPANY

FAIR
VALUE

(C)
STAFF

ORIGINAL
COST

(D)
STAFF
FAIR

VALUE

524,384 524,384 161,919 $ 161,9191 Adjusted Rate Base

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 I L1)

$

A $ (116,109)

-22.14%

$

$ (116,109)

-22.14%

$

$ (59,129)

-36.52%

$ (59,129)

-36.52%

4 Required Rate of Recur 5.72% 5.72% 10.00% 10.00%

$

$

30,000 $

$

30,000 $

$

16,192

75,321146,109 146,109

$

$

5 Required Operating Income (L4 * L1 )

6 Operating Income Deficiency (L5 - L2)

7 Gross Revenue Conversion Factor 1.0000 1 .0000

16,192

75,321

1.3204 1 .3204

8 Required Revenue Increase (L7 * Le) s 146,148 $ 146,148 s 99,456 I s 99,456 I

g 555,811 555,811 372,596 $ 372,596

10

$

$ 701,959

$

$ 701,959

$

$ 472,052 $ 412,052

11 26.29% 26.29% 26.69% 26.69%

12

Adjusted Test Year Revenue

Proposed Annual Revenue (L8 + LE)

Required Increase in Revenue (%)

Rate of Return on Common Equity (%) 10.40% 10.40% 10.00% 10.00%

References:
Column (A):
Column (B):
Column (C):
Column (D):

Company Schedule B-1
Company Schedules A-1, A-2, & D-1
Staff Schedule GTM-5 & 12 AND SPI-1
Staff Schedule GTM-5 & 12 AND SPI-1

r A - The Company's application (Schedule A-1) uses Net Income as Operating income

I I



CORDES LAKES WATER COMPANY
Docket No. W-020GOA-07-0256
Tat Year Ended December 31, 2006

Surrebuttal
Schedule GTM-2

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D)LINE
n o . DESCRIPTION

1
2
3
4
5
s

Calculation of Gross Revenue Conversion Factor
Revenue
UncollectibleFactor(Line 11)
Revenues (L1 - L2)
Combined Federaland State Tax Rate (Line 17)+ Property Tax Factor(Line 22)
Subtotal(Ls LE)
Revenue Conversion Factor (L1 I Ls)

100.0000%
0.0000%

100.0000%
24.2671%
75.7329%
1 .320430

7
8
9

10
11

Calculation of UncollectibleFallon
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 . LB )
Uncollectible Rate
UncollectibleFactor(LE" L10 )

100.0000%
23.1840%
76.8160%
0.0000%
0.0000%

12
13
14
15
16
17

Calculation of Effective Tax Rate:
Operating Income Before Taxes (Arizona Taxable noncom e)
Arizona State Income Tax Rate
Federal Taxable Income (L12 - L13)
Applicable Federal IncomeTaxRate (Line 53)
Effective Federal Income Tax Rate (L14 x L15)
Combined Federal and State IncomeTaxRate (L13 +L16)

100.0000%
6.9680%

93.0320%
17.430G%
162160'/,
23.1840%

18
19
20
21
22
2 3

100.0000%
23.1840%
76.8160%
1 .4100%
1.0as1 %

Calculation of Effective Pronertv Tax Facfor
Unity
Combined Federal and StateTaxRate (Line 17)
One Minus Combined IncomeTaxRate (L18 - L1 g)
Property Tax Factor (GTM-18, L24)
Effective Property Tax Factor (L 21 " L 22)
Combined Federal and State Tax and propertyTaxRate (L17+L22) 24.2671 %

24
25
26

$
s

16,192
(59,129)

Required Operating Income (Schedule GTM-1, Line 5)
AdjustedTmt Year Operating Income (Loss) (Schedule GTM-10, Line 40)
Required Increase in Operating Income (L24 -L25) $ 75,321

27
28
29

s
s

4,284
(18.449)

Income Taxes on Recommended Revenue (Cd. (D), L52)
Income Taxes on Test Year Revenue (Col. (B), L52)
Required Increase in Revenue to Provide for Income Taxes (L27 - L28) $ 22,733

$ 472,052
0.0000%

30
31
32
33
34

$
$

Recommended Revenue Requirement (scheause GTM-1, Line 10)
Uncollectible Rate (Line 10)
Uncollectible Expense on Recommended Revenue (L24 ' L25)
Adjusted Test Year Uncollectible Expense
Required Increase in Revenue to Provide for Uncollectible Exp. (L32 - L33) $

35
Se
37

$
s

15.624
14.222

Property Tax with Recommended Revenue (GTM-1B. L19)
Properly Tax on TestYear Revenue(GTM-18, L 16)
Increasedin PropertyTax Due to Increase in Revenue (GTM-18, L22) 1,402

38 Total Required Increase inRevenue (L26 + L29 + L34*L37)

$

$ 99,456_

$
s
s
$

Test Year

372,596
450,173

$ 99,456

(77,577)
6.9680%

STAFF
Recommended

s 472.052
s 451 .576
$ _

s 20,476
6.9680%

$ (5,406) $ 1 ,427

39
40
41
42
43
44
45
46
47
48
49
50
51
52

$
$
s
$
$
$

(72,172)
(7,500)
(5,543)

$
$
$
s
$
s

19.049
2,857

Calculation of Income Tax:

Revenue (Schedule GTM-10, Col.(C), Line 5&Sch. GTM-1, Cd. (B), Line 10)
Operating Expenses Excluding Income Taxes
Synchronized Interest (L47)
Arizona Taxable Income (L36 - L317- L38)
Arizona State Income Tax Rate
Arizona Income Tax (L39 x L40)
Federal Taxable Income (L33 . L35)
Federal Tax on First Income Bracket ($1 . $50,000) @ 15%
Federal Tax on Second Income Bracket ($50,001 .. $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
Federal Tax of Fourth Income Bracket ($100.001 - $335,000) @ 39%
Federal Tax on Hflh Income Bracket ($335,001 -$10,000,0001 @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51 )

$
$

(13,043)
(18,449)

$
$

2.857
4,284

so Applicable Federal Income Tax Rate fool. (D). L51 - Col. (B), L51] / [Col. (c). L45 - con. (A), L45] 17.4306%

54
55
56

Calculation of /nferest Svnchronizafion:
Rate Base (Schedule GTM-3, Col. (C), Line 17)
WeightedAverage Cost of Debt (Schedule SPI-1 )
Synchronized Interest (L54 X L56)

s

$

161 ,91 g
0.00%



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-3

RATE BASE l ORIGINAL COST

(B)

LINE

(A)
COMPANY

AS
FILED

STAFF
ADJUSTMENTS REF

(C)
STAFF

AS
ADJUSTEDNO.

$ $ $1
2
3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

921 ,465
391 ,562
529,903 $

126,741
356,733
(229,992) $

1 ,048,206
748,295
299,911

LES S :

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC

$ $ 76,247 $ 76,247

76,247 76,247

7 Advances in Aid of Construction (AIAC)

8 Customer Deposits 34,300 34,300

9 Deferred Income Tax Credits 27,445 27,445

ADD:

10 Unamortized Finance Charges

11 Deferred Tax Assets

12 Working Capital 56,226 (56,226)

17 Original Cost Rate Base $ 524,384 $ (362,465) $ 161,919

Referenees:
Column (A), Company Schedule B-1
Column(B): Schedule GTM-4
Column (C): Column (A) + Column (B)
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM - 5

RATE BASE ADJUSTMENT #1 . REMOVE NON-USED AND USEFUL LAND

Line
No. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Land $ 35,875 $ (35,875) $

References:
Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]
Col [C]: Data Request GTM-5.12, and on site audit.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0258
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-6

RATE BASE ADJUSTMENTS #2 . ALLOCATION OF COMMON VEHICLE

Line
No. DES CRIP TION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Plant - Transportation Equipment $ 87,042 $ (17,993) $ 69,049

Vehicle Allocation Calculation
Date
Price

Cordes Lakes
(10 Percent)

Bemeil
(90 Percent)

19.9922
3
4

$ 1 .999
Vehicle, Pick-up Serial # 11529 (Driver Don) Acquired in 200 $
Allocation to Cordes Lakes
Allocation to - Bemeil (Staff Adjustment) $ 17,993

Notes:
Don spends approximately 10% of his time on Company business. The rest of his working hours arepaid by the
Bemeil Water Company.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31 , 2006

Surrebuttal
Schedule GTM-7

RATE BASE ADJUSTMENT #3- REMOVAL OF UNSUPPORTED PLANT

[B] [C]

ACCT

[A]
COMPANY

AS
FILED

LINE
no.

1
2
3
4
5
6
7

n o .
304.00
307.00
311.00
330.00
334.00
339.00
340.00

DESCRIPTION
Structures & Improvements
Wells and Springs
Pumping Equipment
Distribution Reservoirs & Standpipes
Meters & Meter Installation
Other Plant & Misc. Equipment
Office Furniture & Equipment

Totals

$ 15,609
138,895
93,954

265,387
156,794
54,149
13,007

737,795

STAFF STAFF
ADJUSTMENTS RECOMMENDED
$ (8,952) s 6.657

(740) 138,155
(83,396) 10,558

(128,144) 137,243
(121 ,205) 35,589

54,149
4,490

$ 386,841$
(8,517)

(350,954) $

[A]: Company Schedule E-5
[B]; Unsupported plant additions included in Company application.
[C]: Col [A] - Col [B]



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-8

RATE BASE ADJUSTMENT #4 - REINSTATE USED AND USEFUL
FULLY DEPRECIATED PLANT

[A]
COMPANY

AS
FILED

$ 60,753

[B] [C]

LINE
no .
1
2
3

ACCT
no .
331
333
347

DESCRIPTION
Transmission & Distribution Mains
Services
Miscellaneous Equipment

Totals $ 60,753

STAFF
ADJUSTMENTS
$ 511,631
$ 19,350

582
531 ,563$

STAFF
RECOMMENDED
$ 572,384
$ 19,350

582
592,316$

[A]: Company Schedule E-5
[B]: Col [C] - Col [A]
[C]: Plant supported.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-9

RATE BASE ADJUSTMENT #5 In ACCUMULATED DEPRECIATION

LINE
n o .

1
DESCRIPTION
Accumulated Depreciation

[A]
COMPANY
PROPOSED
$ 391 ,562

[B]
STAFF

ADJUSTMENTS
$ 356,733

[C]
STAFF

RECOMMENDED
$ 748,295

Plant Plant (Dec. No. 54526)
Less: Land
Less: Retirements Documented
Accumulated Depreciation on Documented Additions
Staff Recommended Accumulated Depreciation

$
$
$
$
$

646,293
(905)

(6,586)
109,493
748,295

References:
Col [A]: Company Schedule B-1
Col [B]: Col [C] - Col [A]
Col [C]: GTM Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-10

RATE BASE ADJUSTMENT #6 - CIAC

LINE
no.

1
DESCRIPTION
Contributions in aid of construction

[A]
COMPANY
PROPOSED

$ _

[B]
STAFF

ADJUSTMENTS
$ 76,247

[C]
STAFF

RECOMMENDED
$ 76,247

References:
Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]
Col [C]: GTM Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-11

RATE BASE ADJUSTMENT #7 - WORKING CAPITAL ALLOWANCE

LINE
no.

1
DESCRIPTION

Working Capital Allowance

[A]
COMPANY
PROPOSED
$ 56,226

[B]
STAFF

ADJUSTMENTS
$ (56,226)

[C]
STAFF

RECOMMENDED
$ _

References:
Col [A]: Company Schedeule B-1
Col [B]: Col [C] - Col [A]
Col [C]: GTM Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebutial
Schedule GTM-12

OPERATING INCOME STATEMENT . ADJUSTED TEST YEAR AND STAFF RECOMMENDED

[B] [D] IE]

LINE
no. DESCRIPTION

[A]
COMPANY
ADJUSTED
TEST YEAR
AS FILED

STAFF
TEST YEAR

ADJUSTMENTS

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

1
2
3
4
5

$ 395,205
160,606

$ $ 369,041 $ 90,368 s 459,409
REVENUES:

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenue
Total Operating Revenues $ 555,811 $

(26,164)
(160,606)

3,555
(183,215) $

3,555
372,596 $

9,088
99,456 s

12,643
412,052

OPERATING EXPENSES:
s $ (160,606) $ $ $

(6,132)

(927)

(5,333)

- Utilities except Electricity
Bank Charges
Payroll Services

Payroll
Contract Labor
Emplloyee Benefits
Purchased Power
Repairsand Maintenance
Office Supplies andExpense
Outside Sevices - Accounting
Outside Sevices - Billing Services
Outside Sevices - Computer Programming
Water Testing
Rents
Transportation Expenses
insurance - General Liability
Insurance - Health andLife
RateCase Expense
RegulatoryExpense
Misc Expense - Permits
Misc Expense - Travel
Misc.Expenses
Misc. Expenses -
Misc. Expenses -
Depreciation Expense
Payroll Taxes
Taxes other thanIncome (Sales Tax)
Property Taxes
Income Tax

337,078
8,447

12,003
24,325
22,275
15,339

2,475
18,002

2,481
5,250

25,200
17,432
311 113

6,456
8,000

45
2,040

545
8,917

332
1 ,182

44,279
33,875
22,509
20,206

(19,142)

176,472
8,447

12,003
24,325
16,143
15,339

2,475
18,002

2,481
5,323

25,200
17,432
31 ,113

6,456
2,667

45
2,040

545
a,917

332
1,182

25,137
33,875

176,472
8,447

12,003
24,325
15, 143
15,339

2,475
18,002

2,481
5,323

25,200
17,432
31 , 113

6,456
2,557

45
2,040

545
8,917

332
1,1a2

25, 137
33,875

14,222
(18,449)

1 ,402
22,733

15,624
4,284

Interest Income
Interest Expense

(2,035)
3,049

(22,609)
(5,984)

(18,449)
2,035

(3,049)

e
7

10
11
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

Total Operating Expenses
Operating Income (Loss)

671 ,920 $
$

(240,195)
56,980

431,725 s
$

24,135
75,321

$
s

455,860
16,192

References:
Column (A): Company Schedule C-1 (TAB lS~ADJ)
Column (B): Schedule GTM-11
Column (C): Column (A) + Column (B)
Column(D):Schedules JRM-1 and JRM-2
Column (E): Column (C) + Column (D)

$
..$ 116,109)

$
$ (59.1292
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CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31 , 2006

CORDES LAKES WATER COMPANY
Docket No, W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-14

OPERATING INCOME ADJUSTMENT #1 - REMOVAL OF SALES TAX FROM REVENUES AND EXPENSES

Line
No. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1
2
3

Sales Tax Revenue
Sales Tax Expense

$
$

22,609
22,609

$
$

(22,609)
(22,609)

$
$

References:
Col [A]: Company Schedeule C-1
Col [B]: Col [C] - Col [A]
Col [C]: Testimony - GTM



CORDES LAKES WATER COMPANY
DocketNo. W-02060A-07-0256
Test Year Ended December 31,2006

Surreburlal
Schedule GTM -15

OPERATING INCOME ADJUSTMENT #2 . REMOVE NON-UTILITY REVENUES AND EXPENSES FOR CONTRACT LABOR
[A] [Bl

COMPANY STAFF
PROPOSED ADJUSTMENTS

LINE
no. DESCRIPTION

[C]
STAFF

RECOMMENDED

1

2
3

Contract Labor Revenue
Contract Labor Expense

Total

$
$
$

160,606
318,078
478,684

$

$

(160,606)
(160,606)
(321,212)

$
$
s

157,472
157,472

References:
Col [A]: Company Schedeule C-1
Col [B): Col [C] - Col [A]
Col [C]: Data Request 41.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31,2006

Surrebuttal
Sehedule GTM-16

OPERATING INCOME ADJUSTMENT #3 - NORMALIZATION OF REPAIRS & MAINTENANCE EXPENSES

LINE
no. DES CRIP TION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Repairs 8. Maintenance s 22,275 $ (6,132) $ 16,143

2
3
4
5

Repairs & Maintenance - Company's Test Year: 2006
Repairs & Maintenance - 2005
Repairs & Maintenance - 2004
Repairs & Maintenance expenses, past three years

$ 22,275
10,810
15,345
48,430

6 Average Repair & Maintenance expense (line 5/3)

$

$ 16,143

References:
Col [A]: Company Schedeule C-1
Col [B]: Col [C] - Col [A]
Col [C]: Normalized Repairs & Maintenance Expense Col [C] LE.



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-17

OPERATING INCOME ADJUSTMENT #4 - NORMALIZATION OF RATE CASE EXPENSE

LINE
no. DESCRIPTION

[A]
COMPANY
PROPOSED

[8]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Rate Case Expense $ 8,000 $ (5,333) $ 2,667

References:
Col [A]: Company Schedeule C-1
Col [B]: Col [C] - Col [A]
Col [C]: Normalized Rate Case Expense ($8,000/3yrs.)



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07»0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-1 a

OPERATING INCOME ADJUSTMENT #5 . DEPRECIATION EXPENSE

[A] [B]
Projected

RATE

[C]
Line
No.

ACCT

TNQ
Plant In Service

301

DESCRIPTION AMOUNT
Depreciable

Amount EXPENSE

$ $

6.657 6.657 222

138,155 138,155 4,601

10,558 10.558 1 ,320

137,243
9,444

3,047
189

137,243
572,384
19,350
35,589 35,589 2,965

54,149
4,490

69,049

54,149
4,490

69,049

3,612
299

13,810

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

302
303
304
305
306
307
308
309
310
311
320
330
331
333
334
335
336
339
340
341
342
343
344
345
346
347
348

Organization
Franchises
Land and Land Rights
Structures & Improvements
Collecting & Impounding Reservoirs
Lakes, Rivers, Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Pumping Equipment
Water Treatment Plant
Distribution Reservoirs & Standpipes
Transmission & Distn'bution Mains
Services
Meters & Meter Installation
Hydrants
Backflow Prevention Devices
Other Plant & Misc. Equipment
Office Furniture & Equipment
Transportation Equipment
Stores Equipment
Tools, Ship & Garage Equipment
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Miscellaneous Equipment
Other Tangible Plant

582

0 .00%  s
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2.00%
5.00%

12.50%
3.33%
2.22%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
5.67%

20.00%
4.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

29
30
31

$ 1,048,206 $ 465,334 $ 30,063Subtotal General
Less: Non- depreciable Account(s) (LE)
Depreciable Plant (L29-LSO) $ 1,048,206 $ 465,334

32
33
34
35

s 76,247
6.46%

Contributions-in-Aid-of-Construction (CIAC)
Composite Depreciation/Amortization Rate

Less: Amortization of CIAC (L32 x L33)
Depreciation Expense - STAFF [CoI. (C), L29 - L34]

$
$

4,926
25,137

LINE
n o . DESCRIPTION

[Al
COMPANY
PROPOSED

[B] [C]
STAFF STAFF

ADJUSTMENTS RECOMMENDED

36 Depreciation Expense $ 44,279 $ (19,142) $ 25,137



LINE
no. Prove Tax Calculation

STAFF
A 4 ADJUSTE

STAFF
RECOMMENDED

CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-19

OPERATING INCOME ADJUSTMENT #6 - PROPERTY TAXES

(C)

$ $

$
$

372,596
2

745,192
372,596

1,117,788
3

372,596
2

745,192

$

$

372,596
2

745,192
472.052

1 ,217,244
3

405,748
2

811 ,496

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Staff Adjusted Test Year Revenues - 2006
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule GTM-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWlP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate (Per Company Schedule C-2, Page 3, Line 11

72,750
672,442

23.5%
158,024
9.0000%

$
$

72,750
738,746

23.5%
173,605
9.0000%

$

$
16
17

Staff Test Year Adjusted Property Tax (Line 14 * Line 15)
Company Proposed Property Tax

$ 14,222
20,206

18
19
20
21

$ (5,984)Staff Test Year Adjustment (Line 16-Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Expense Due to Increase in Revenue Requirement

$
$
$

15,624
14,222

1 ,402

22
23
24

lnaease to Property Tax Expense
Increase in Revenue Requirement
Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$ 1 ,402
99,456

1.410000%



CORDES LAKES WATER COMPANY
Dad<et No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-20

OPERATING INCOME ADJUSTMENT #7 n TEST YEAR INCOME TAXES

LINE
n o. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Income Tax Expense $ $ (18,449) $ (18,449)

References:
Col [A]: Company Schedeule C-1
Col [B]: Col [C] - Col [A]
Col [C]: Schedule GTM-2, Line 43



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-21

OPERATING INCOME ADJUSTMENT #8 _ REMOVAL OF NON-OPERATING INCOME & EXPENSE

LINE
no. DESCRIPTION

[A]
COMPANY
PROPOSED

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1

2

Interest Income
Interest Expense

$
$

(2,035)
3,049

$
$

2,035
(3,049)

$
$

References:
Col [A]: Company Schedeule C-1
Col [B]: Col [C] - Col [A]
Col [C]: Schedule GTM-2, Line 43



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test YearEnded December 31, 2006

Surrebuttal
Schedule GTM-22

OPERATING INCOME ADJUSTMENT #9 - Water Testing

LINE
no. DES CRIP TION

[B]
STAFF

ADJUSTMENTS

[C]
STAFF

RECOMMENDED

1 Water Testing Expense $

[A]
COMPANY
PROPOSED

6.250 $ (927) $ 5,323

References:
Col {A]: Company Schedule C-1
Col [B]: Col [C] - Col [A]
Col [C]: GTM Testimony



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-23

OPERATING INCOME ADJUSTMENT #10 - Other Operating Revenue

[C]
STAFF

RECOMMENDED
LINE
no.

1 Other Operating Revenue

DESCRIPTION

$

[A]
COMPANY
PROPOSED

$

[B]
STAFF

ADJUSTMENTS

3,555 $ 3,555

References:
Col [A]: Company Schedule C-1
Col [B]: Col [C] - Col [A]
Col [C]: GTM Testimony



$
$

s

13.50
13.50

N/A
175.00

N/A
N/A
N/A

1 ,000

$
s

N/A

3.50
4.10

N/A
N/A
N/A

1 .000

$
$

N/A

3.50
4.10

N/A
N/A

N/A
N/A

1,000

N/A

$

$ 4.50
N/A
N/A

N/A

N/A
N/A

N/A

N/A
N/A

N/A

N/A

N/A

Company

Proposed Rates
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Docket No. W-02060-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-24

Page 1 of 2

RATE DESIGN

Monthly Usage Charge

Present
Rates

Staff

Recommended Rates

$
$

3/4"
1"

1 1/2"
2 '
3 '
4 '
6 '

$

11.00
11.00

N/A
11 .00

N/A
N/A
N/A

$
$
$
$
$
$
$

11.00
19.50
39.00
62.50

125.00
220.00
390.00

Commodity Rates

1 ,000
3 /4 '

Gallons Included in Minimum
Excess of Minimum - per 1,000 Gallons

All Gallons
From 1 to 20,000 Gallons
Over 20,000 Gallons
From 1 to 3,000 Gallons
From a,0o1 to 8,000 Gallons
Over 8,000 Gallons

$ 2.90
N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A

2.80
4.30
5.00

$
$
$

1,000

$ 2.90
N/A
NIA
N/A
N/A

N/A
N/A

N/A
4.30
5.00

1 '

Gallons Included in Minimum
Excess of Minimum - per 1,000 Gallons

AH Gallons
From 1 to 20,000 Gallons
Over 20,000 Gallons
From 1 to 18,000 Gallons
Over 18,000 Gallons

$
$

1 1/2"
Gallons Included i n Minimum

Excess of Minimum - per 1,000 Gallons
From 1 to 43,500 Gallons
Over 43,500 Gallons

N/A
N/A

$
$

4.30
5.00

1,000

2'

Gallons Included in Minimum
Excess of Minimum - per 1,000 Gallons

All Gallons
From 1 to 50,000 Gallons
Over50,000 Gallons
From 1 to 75,000 Gallons
Over75,000 Gallons

$ 2.90
N/A
N/A
N/A
N/A

N/A
N/A

N/A
4.30
5.00

$
$

3 '

Gallons Included in Minimum
From 1 to 160,000 Gallons
Over 160,000 Gallons

N/A
N/A
N/A

$
$

4.30
5.00

N/A

4"

Gallons Included in Minimum

Excess of Minimum - per 1,000 Gallons
From 1 to 290,000 Gallons
Over 290,000 Gallons

N/A
N/A

$
$

4.30
5.00

N/A

6 '

Gallons Included in Minimum
Excess of Minimum - per 1,000 Gallons

From 1 to 530,000 Gallons
Over 530,000 Gallons

N/A
N/A

$
$

4.30
5.00



405
455
665

1 ,080
1 ,460
2,985
4,450

$
$
$
$
$
$
$

$
$
$
$
$
$
$

12.50
25.00
35.00
15.00
25.00
10.00
25.00
1.50%
6.00%

Per Rule

#months times
minimum fee

1.50%
At Actual Cost

Company

proposed Rates

CORDES LAKES WATER COMPANY
Docket No. W~02060-07~0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-24

Page 2 of 2

Present

Rates

Staff

Service Line & Meter Installation Charges Recommended Rates
Service Line Total

Charge Meter Charge Charge
5/B x 3/4'
3/4'
1 '

1 1/2"
21
31
4*
6 '

$100.00
$120.00
$160.00
$300.00
$400.00

$
$
$
$
s
s
$

355
405
440
600
775

1 ,110
1 ,870

$
$
$
s
$
$
$

185
205
415
915

1,420
2,250
4,445

$
$
$
$
$
$
$

520
610
855

1,515
2,195
3.360
6,115

$
$
$
$
$
$
$

5.00
5.00

15.00
10.00
20.00
5.00

25.00
NT

0.00%
35.00

$
$
$
$
$
$
$

Service Charges
NSF Check
Establishment
Establishment (After Hours)
Reconnection (Deliquent)
Reconnection (Deliquent and After Hours)
Meter Re-Read
Meter Test
Deferred Payment, Per Month
Deposit Interest
Deposit Amount $

Re-establish within 12 months
Late Charge per month
Road cutting or boring

$ 25.00
NT
NT

12.50
25.00
35.00
15.00
25.00
10.00
25.00
1 .50%
6.00%

Per Rule*
#months

times
minimum fee

1.50%
NT

NT = No Tariff
' Per Commission Rules (R14-2-403.B)

In addition to the collection of regular rates, the utility will collect from its customers a proportionate share
of any privelege, sales, use, and franchise tax. Per Commission Rule (14-2-409,D.5).



LINE
no.

CUSTOMER
CLASS

CURRENT RATES
AVERAGE MEDIAN

DOLLARSUSAGE USAGE DOLLARS

1
2
3

3/4"
1"
2"

$ 21 .55
24.10

458.33

4,637
5,517

155,250

$ 15.77
19.70

431.50

2,645
4,000

146,000

LINE
no.

CUSTOMER
CLASS

COMPANY PROPOSED
AVERAGE MEDIAN
CHANGE PERCENTAVERAGE DOLLARS PERCENTMEDIAN

4
5
6

3/4"
1"
2"

$26.23
29.31

648.63

21 .73%
21 .62%
41 .52%

$
$
$

4.68
5.21

190.30

$19.26
24.00

607.00

3.49
4.30

175.50

22.11 %
21 .83%
40.67%

$
$
$

LINE
no.

CUSTOMER
CLASS

STAFF RECOMMENDED
AVERAGE MEDIAN
CHANGE PERCENTAVERAGE MEDIAN PERCENTINCREASE

7
8
g

3/4"
1 n
2"

s$ 22.66%
79.23%
71 .47%

4.88
19.09

327.55

26.43
43.19

785.88

$$ 18.41
36.68

739.63

2.64
16.98

308.13

16.71 %
86.18%
11.41 %

CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-25

Page 1 of 1

TYPICAL BILL ANALYSIS AVERAGE AND MEDIAN COST COMPARISONS



CORDES LAKES WATER COMPANY
Docket No. W-02060A-07-0256
Test Year Ended December 31, 2006

Surrebuttal
Schedule GTM-26

Page 1 of 1

Typical Bill Analysis
Residential 3/4" Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 4,637 $ 21.55 $ 26.23 s 4.68 21.73%

Median Usage 2,645 $ 15.77 $ 19.26 $ 3.49 22.11%

Staff Recommended

Average Usage 4,637 $ 21.55 $ 26.43 $ 4.88 22.66%

Median Usage 2,645 $ 15.77 $ 18.41 $ 2.64 16.71 %

Consumption In c reas e Bills I increase
$

Bills
11.00
11.00
13.90
16.80
19.70
22.60
25.50
28.40
31 .30
34.20
37.10
40.00
42.90
45.80
48.70
51 .60
54.50
57.40
60.30
63.20
66.10
80.60
95.10

109.60
124.10
138.60
153.10
225.60
298.10

$
Bills

13.50
13.50
17.00
20.50
24.00
27.50
31 .00
34.50
38.00
41 .50
45.00
48.50
52.00
55.50
59.00
62.50
66.00
69.50
73.00
76.50
80.00

100.50
121 .00
141 .50
162.00
182.50
203.00
305.50
408.00

2 2 . 7 3 %  $
22.73%
22.30%
22.02%
21 .83%
21 .68%
21 .57%
21 .48%
21 .41 %
21 .35%
2 1 2 9 %
21 .25%
21 .21 %
21 .18%
21 .15%
21 .12%
21 .10%
21 .08%
21 .06%
21 .04%
21 .03%
24.69%
27.23%
29.11%
30.54%
31 .67%
32.59%
35.42%
36.87%

11.00
13.80
16.60
19.40
23.70
27.99
32.29
36.58
40.88
45.88
50.88
55.88
60.88
65.88
70 .88
75 .88
80.88
85.88
90.88
95.88

100.88
125.88
150.88
175.88
200.88
225.88
250.88
375.88
500.88

0 .00%
25.45%
19.42%
15.48%
20.28%
23.85%
26.61 %
28.80%
30.59%
34.14%
37.13%
39.69%
41 .90%
43.83%
45.53%
47.04%
48.39%
49.61 %
50.70%
51 .70%
52.61 %
56.17%
58.65%
60.47%
61 .87%
62.97%
63.86%
66.61 %
68.02%

1 ,000
2,000
3,000
4,000
5,000
6,000
7 ,000
8,000
9,000

10,000
11 ,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000


